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Mr, C. H. ZONDAG holds advanced degrees in international law,

economics, industrial -and social psycholo-y from virious le:.Iing uni­
versities. 
For a number of years he was associated -,ith the international 
petroleum industry, working for two of the largest United St-tes oil com­
panies in the fields of both foreign production :,nd :efinin- From 3950
 
to 1954 he 
was connected with the W'orld Bank in Washlington, D. C., as a
Loan Officer in the Latin American area. In .'ugust 1954 hc joined the staff 
of the International Cooperation Administration (then Forei--n O.erations Ad­
ministration) as Economic Advisor to the United Strtes Operations M."ission toBolivia. During his stay in La Paz, he was app)ointed Acting Professor of 
economics and business administration at the Enqineering School of the Uni­
versity of San Andr~s. 11r. Zonda-Is principal publications have been in the

fields of international law, petroleum, and Latin American :conomic affairs.
 
He is a resident of ashington, D. C,
 

Mr. M. VALDERRAMA was graduated as a Public Accountant in Santiago,
Chile, and holds decrees in law and political science from the University

of San Andres, La Paz. After gradation, he went to New York lo post
to 
graduate work at Columbia University. In 1946 he entere: the Bolivian Dip­
lomatic service, attending both the Conferences of Petronolis ind 3ogot:A,
 
as 
secretary of the official Bolivian delegation, He alco served as Second
 
Secretary at the Bolivian Embassy in Buenos Aires, "andbecame secretary to
 
the Minister of Foreign Affairs. 
 From 3952 to 1955 he oracticed the legal

profession in La Paz, in which latter year he became 
a locil staff member o-^

the United States Operations Mission to Bolivia, working as an economist in 
the office of the 11ission;s Economic Advisor. 11r, Valderrrma is a native of 
Tuniza, Bolivia,, 

Mr. R. KI4PF-MRCADO is a graduate of the School of Economics of the
University of La Paz, and of the Interamerican Trainin Center for Economic
 
and Financial Statistics at Santiago, Chile. Foo ai number of years he was
connected with Yacimientos Petroliferos Fiscalc7 Dolivianos, the Bolivian 
Government oil agency, filling various positions in the accountin7 and
 
auditing departments. 
In 1951 he was appointed Actin- Professor of Sta­
tistics at the School for Financial and Economic Studies of the University

of San Andres at La Paz. In the spring of 1956 he joined the local staff
 
of the United States Operations Mission to Bolivi.A 
as a part-time econo.mist,
 
Mr. Kempf is a native of Santa Cruz, Bolivia.
 



-IV-

BASIC STATISTICS
 

1950 Populabion (census): 3,019,031 Area: 411,127 square miles
Persons Actually Counted: 2,704,165 Currency Unit: 
 Boliviano

Indians: 
 1,703,371 Official rate of exchange: Bs. 190 pir
Non-Indians: 
 1,000,794 US$1. 0 01955 Population (estimated)3,198,000 Free rate of exchange as of June 30,
 

1956, Bs. 6,975 per USl.O0
 
Estimated parity rate as of June 30,
 

1956, Bs. 4,000 per US$1.00
 

Trade Statistics (In Millions of US Dollars)
 

Exports i2O 195 1952 1953 1954 195594.1 150.6 142.1 124.5 
103.7 102.4
Imports 
 55.8 85.8 92.6 
 68.0 65°5 84.4
Mineral Exports 
 90.9 145.7 137.8 121o3 100.6 97.8
Other Exports 
 3.2 4.9 4.3 
 3.2 3.1 4.6
 

Central Bank Gold & Foreign Exchange Reserves (net)(In Thousands of US Dollars)

1951 52 
 1953 195 956 (June)

30,052 28,625 
 12,494 714 (-)20,456 (-)ul,349
 

External Public Debt (as of December 31, 1955): 
 Total US$304.5 million
 

1955 Gross Domestic Product (estimated): US$223,746,00
 

1955 Per Capita National Income: US$58
 

Money Circulation (In Millions 

1950 
Currency & Deposits 5525 

of Bs.) 

1951 
6895 

(End of Period) 
1952 

10597 20557 
1954 

35009 73113 

(June) 
5 

124800 

Cost of Livin-r Index 
(End of Period) 3972 5041 6596 16640 33212 56091 102970 

CONVERSION FACTORS 

LENGTH AREA 

1 centimeter (cm.) ­ 0.39 inches 1 hectare - 2.47 acres
1 meter (m.) - 3.28 feet 1 square - 0.39 square1 k'lameter (kIm.) - 0.62 miles kilometer (km2) - miles 

VOLUME CAPACITY
 

1 cu.meter (m.3) - 35.31 cu.feet 1 liter 
- 2.113 pints

1 cu. meter(m.3) 
- 6.29 Amer. barrels 1 liter - 1,057 quarts
1 American barrel ­ 0.159 cu.meter 1 gallon - 3.785 liters
 

WEIGHT 

1 gram 
 - 0.035 ounces avoirdupois

1 Kilogram (kg) 
 - 2.205 pounds avoirdupois 
1 quintal (Spanish) - 46 kilograms 
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SUI'aMARY OF THE BOLIVIaX, SITUATION
 

At face, Bolivia's problem is a sQmple one, Stated 
in the most ele­mentary terms is problem aboutit a of one dllion people the- urbanpopulation of the country ­ who cannot be fed in soite of the fact that
sufficient resources to do 
so are immediately available.
 

From 1952 until June 1956, Bolivia's Central Bank reserves went downsome $40 million. In addition, olivia has receiveQ durinj the past threeyears, a little in excess of 061 million of United States aid. During thesame period the free exchange rate of the holivino went up from Bs. 190 toBs. 7,000 to the dollar, In spite of all this th country is still Wngry. 

What is the explanation for this stronze phenom,non?Bolivia, one Why is it thatof the best en.owed cnuntries in the ,,on'ld insofar as naturalresources 'iy concerned, is unibie to provi'Ie its re!qtivclr few citizensw,,ith the necessities of life? The nnmsor t- this nuestion can be su. m-rizedin one sentence. is nrohlm socialIt a of chqnTa, "i;-oem of having to 
pay for sins committed earlier,
 

This basic factor exnlains ill the others inc!&u'in7 the economic prob­lem. For centuries the Boliwiqn cnnomy r it in') s. least part onslave labor. 7Arginal frn,- kopt on
paid 

pro 'unin- becausc no wales hod to beto the Indians. th.,t'ih intr, ku'-,ion of a num--r of 7ocial reformsall this ch-nged. Larqe numb'nc of Ii ians h had lw'ys contributed theirlabor to the economy iitheut roceivinq their share, ;ud'only started m aing
demands. 

For many ye:ars minin% constituted Boliviais principal source of income.During the last fifteen yenrs, little was done to cncoura e the furthergrowth of this industry through the creation of an attractive investmentclimate. 
 Thus the hij comp-ni s sw the hsndritin-, on the wall and beganto cut down on exploration; lik.wise, the si-ll miner found it lessless interestinj to invest in nc- .'o soects. So minin7 
and 

bec ime a diminishing 
prospect.
 

All alon7 agricultu:e, which timeit one supplied the basic needs ofthe country, was nellected because it w's easier to import food with for­eign exchange produced by the mines than to 7row it in Bolivia,
 

.ith n background of creepin7 liscontentment 
 anmon7 the Indiins be­cause of the abuses on the lnind and , bitter feelinq stirre. up againstthe big three minin- companins, the present 7overnment cane into powerin 1952, Being comitted to agrari.n reform as well as to the national­ization of the mins, it wias forcedi to knock Jo.rn at- least temporarily ­the two most important pillrs of the Bolivian economy, namely, miningand market-directe.- igricultu', On top of this it abolishnd the armyand 7ave its (runs to the unelucatel msses, All this created no small 
amount of problems.
 

To come w-ith some of these problems, an economic diversification planwas started in 1952 through the development of Bolivia.s petroleum re­sources and of the agricultural potential in the Santa Cruz area. 
 Al­though the basic reasoning on this plan was not unsound, both the timing
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and the manner of implementatio'were somewhat unfortunate since it obviously
would take a long time to develop these resources while Bolivia was in need
of more immediate solutions to solve a problem which was largely left by
previous governments. Thus there came 
about a certain misdirection of in­vestment which the country could ill afford and which became one of the
principal factors in the inflation as time went by.
 

A system of excessive government controls and a monetary policy which
tended to discourale private investment contributed further to Bolivia's woes,
throwing the whole burden of economic development on the government which 
-
in spite of its heroic efforts 
- could not possibly begin to accomplish this
huge task. 
As a result of this, the government found itself engaged in the
construction of 
a sugar mill, a cement plant, a dIried milk factory and sim­ilar activities which typically belong to the realm of private enterprise,
and none of which, so 
far, has been much of a success. Apart from this, it
owned already three banks, an airline, an oil company, several railroads,
some insurance agencies, and last but not least the nationalized mines.
 

For political reasons it was necessary to maintain the classic policy
of a cheap dollar which permitted the importation and subsequent distribu­tion of basic foodstuffs at 
a very low cost. 
While this policy initially
tended to keep the price of foodstuffs doi-, 
as the gap between the of­ficial rate of exchange and the black market rate became larger and larger,
it contributed to the rsoid zroith of ever-increqsin- shipments of contra­
band to neigIboi,'ing countries.
 

At the same 
time, the continuation of a policy of agricultural imports
at a low rate of exchange provided hardly any incentive to domestic pro­ducer of these products, 1!ho, in addition, was forced to sell at 
con­
trolled low prices.
 

Forcing the exporter to hand his export dollars to the Central Bank
at equally artificially low rates of exchange killed whatever incentive he
had to increase his exports to other countries and thus create new dollar
 
income for Bolivia.
 

Finally, the policy of the cheap dollar contributed to the growth of
basically unsound industry which will not be able to survive free compe­
tition when it comes.
 

The ever-increasing inflation coupled with proportionately higher
wage increases for the working classes, resulted in the gradual elimina­tion of the few intellectuals and middle class people who, in a countrylike
Bolivia, are one of the fewgroupsivho could give direction to the country
as a whole. 
In addition to this, the inflation, coupled with a system
of disrribution quota for the privileged few, took away a good deal of in­centives to work since greater profits could be made by standing in line
for a few hours and reselling thereafter in the black market than by doing

a day's honest work.
 

To put it briefly, in the economic sphere the problem has been that
overall policies were never in accord with the principal aims of the de­velopment program thus frusti ating most efforts towards the implementation

of the lttero
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The most disconcerting fact of all this, however, is that the worst is
still to come. For several years the mines have been worked without puttingmuch back into them in the way of improvements, as a result of which incomederived from minerals 
- about 90' of Bolivi!:os dollar income - may dropseverely within the next five ypars.

received from mining was put to 

It is true that a part of the income
 
work in exoandin, the government-o.imedpetroleum industry. So far this has eliminated annual imports of petroleumproducts which normally would amount to some $6 million a yearbeginning to create and is evena few exorts. However, for oil to take over the presentrole of mining will take a lot. more time and large investments which onlythe internationil petroleum industry ill be able to make. Thus, as a re­sult of present policies mining is rapidly 7oin, down while oil has not yetarrived. Furthermore, it should not be forgotten that during the past fouryears the normal replacement needs of the Bolivian economy have not been
covered. 
Putting these replacement needs conservatively at some $6 milliona year, an inve5'tment of some '?24million would be needed at some future 

time to keep the country going.
 

IIeanwhile, Bolivia must live. Since the drop in tin production hasbeento some extent offset by higher orices for tin, it is obvious what wouldhappen if tin prices should 
7o down in the future, regardless of a further
 
drop in production.
 

In the agricultural sector, far too much emphasis has been placed on
the Santa Cruz project is the solution for Bolivia's present problems.
First of all, it should be noted that Santa Cruz by its nature can only
produce certain crops such as rice and sugar while other crops such as
wheat and potatoes will have to be grown in other areas of Bolivia. Second,one has to see how the tropical soils of Santa Cruz will stand up in the
future without lirge imports of fertilizer, the cost of which would be pro­hibitive. Third, tratnsportation costs from Santa Cruz 
 to La Paz will, atleast for some 
time, make it difficult to sell these crops at 
a realistic
price on the hi-h plains where the principal consumers are now located.Fourth, production costs in Santa Cruz will remain relatively high for some
time to come. 
Fifth, in the future the development of other regions located
more closely to the centers of consunption is likely to bring 
a product to
the market which will seriously compete with the Santa Cruz project.
 

This does not mean that the Santa Cruz project is necessarily unsound.
On the contrary, Santa Cruz will be able to supply certain areas of Bo­livia, Cochabamba, Sucre and Tarija with basic crops an(I in addition tothis it is likely to develop some agricultural emxcrt specialties whichmay carry the area, 
However, this would obviously lower the overall

priority of the Santa Cruz project.
 

Because of land reform and of a lack of basic law and order on the
land, the traditionally esrtablished market-directed agriculture of the
highlands and the valleys was neglected, thus aggravating again Bolivia's
immediate problems. 
While the Indian may be livinq somewhat better off the
former owners' lands than he used to off his own, he is not producing for 
any market.
 

It should by now be clear that the solution for Bolivia cannot beever-increasing amounts of outside help, but that what the country needs
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above all is an overall change in philosophy.
 

Bolivia can help itself to a large extent. 
It has more resources
 
than many other countries which today are prospering. Its main deficiency

at present is 
a deficiency in its type and numbers of population, a lack
 
of public administration, and a lack of the right philosophy to deal with
 
its problems.
 

To cope with some of these problems on a short term basis there is only

one way out, namely, to give proper incentives to private foreign investment
 
so that those resources which are now dormant, such as petroleum and gold

mining, can 'e developed by those who have the necessary capital and know­
how to do this.
 

In agriculture the problem could be solved by restoring law, justice,

and order on the land and by giving more incentive prices to the domestic

producer. 
If only a small part of the present amounts spent on food imports

would be used to pay a more attractive price to the producer, Bolivia would
 
have agricultural surplusses in a relatively short time.
 

To survive its immediate problem, Bolivia needs to go back to the tra­
ditional pillars of its economy, namely, high plains agriculture and private

mining. While the prospects for the large mines are admittedly quite poor,there is still v'large potential to be developed in the private mining in­
dustry. While agriculture on the high plains is admittedly a declining
prospect, it is still immediately available. 
Only by making the right use

of these immediately available resources will Bolivia be able to overcome
 
its near term problems and once this is done it can - and must - think fur­
ther about the solution of its longer term problems through the development

of additional resources.
 

To do all this will call for a free economy because only a free econ­
omy can stop the present drain caused by the activities of speculators and
 
runners of contraband. Only a free economy can force people to work again

instead of making a few pennies by standing in a line. Only a free economy

will create confidence in the foreign investor which, once established,

will result in the Bolivian investor brining back vast amounts of capital
 
now hoarded abroad. 

The change-over to a free economy will be quite painful for certain
 
people. 
It may cause a sizable (temporary) unemployment problem. 
It
 
will be rough on a number of industries, some of which will be forced to

close down. 
It will be even harder on those privileged groups which have
 a vested interest in the continuation of the present situation. 
This is
 
exactly the crux of the matter because one could well ask why, if the
 
solution of these problems is so simple, the change has not been made

long ago. 
 The answer to this is that a number of people who are directly

interested in this type of controlled economy which can provide certain
 
benefits to those who have the inside run and who are actually in the
 
minority, have to a large extent political control of the country. 
While
 many of these people see quite clearli that the present road can only
lead to the country's ultimate ruin in five years, it is still another
thing to ask them to make a change which could mean personal ruin in five

days. 
To do this would call for a moral courage which few individuals
 
possess.
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From a purely technical point of view the solution is relatively
simple. Boliviats inflation can be stopped. Its budget could be balancedin a free economy. he curtailment of some 
present dollar expenditures
would cause no undue hardship since the amounts in question are largely

expenditures for long range projects which 
 can be deferred with relative ease. 
 On !he other hand, the establishment of a free economy could result
in a substantial recovery of certain imported commodities which are now
lost as contraband, while it would at the same time tend to help the do­mestic production of foodstuffs, Likewise, it could do 
a good deil to boost
mineral exports and to increase some 
exports of agricultural products which
 
are now leaving the country clandestinely.
 

Bolivia's record as a debtor is not as black as some 
pnople believe.
The country is servicing its loans received from the 
Mxoort-Import Bank
It is paying an indemnity to the ex-owners of the nationalized mines, Ithas been nmortizinq its recently contracted European credit in spite of therather dubious nature Df some of those credits 3y making it lenst somepayment to the foreign bondholders, Bolivia could easily face up atin to
the financial community. The bondholders have Droven to he 
quite reasonable
people in other instnnces in Latin America. They certainly do not wantBolivia's last pound of flesh. With this obstacle out of the way and withthe necessiry measures token to put its house in order, Bolivia could earnestlyapproach the T' orld Bank, of vihich it is a member, for a small loin Such aloan, no mtter hoY smll, would imediatel.T increas? the interest of thoseforeign investors .ho are nlrealy watching the Bolivian situation with in­
creasing interest,
 

If Bolivia can manage to put its national interest abov the demands of
internal politics, the future can again be bright. 
Boliviazs social problem
is one that will 7et better as time progresses while its resources are of a
kind that do not run away. Furthermore, in its past history, Bolivii has
faced far bigger crises than the present one from which it alwars emerged
stronjer and politically more united than it was before. Therefore, with avariation on the well known Brazilian saying, we might well conclude that3od must be a 3olivfian since He never seems to forret the country in the end.
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Accommodating Different Readers
 

The report goes into much detail in certain places, such as calculating

simple transportation costs, costs of agricultural production, and the like.
This was necessary since frequently in the past these problems have been

discussed in rather broad Lerms without looking into the figures. Like­wise, some detailed references have been made now and then to certain ad­ministrative situations in order to illustrate a particular problem. 
This
was also necessarr since in Bolivia many relatively sirinle nroblems bog dowmat the lower levels of ainistration, 'which is sometimes not fully under­
stood abroad. For exnrmi
nle, to 
siy that the lack of labor discipline in the
Bolivian mines constitutes a major problem is a rather meanin-less statement. 
This statement takes on partic~ilar importance if we 
can show that in a cer­tain large mine about one-fourth of the labor force is constantly idle be­
cause they claim to be ill even if the doctors connot find any specific de­
fects, 

There are a number of details which may not be of interest to the

meneral reader, However, since so 
little is knowm about Dolivia, it was

felt that these should not be omitted since they might prove valuable in­formation to those who hannen to be interested in a snecif'ic oroblem, To
make the 
renort more readable for those interested primarily in the overall
picture, most of this material has b,_cn nlaced in a Statistical Sunplement
and in the A Toix,There is one tyne of detail, however, which should be 
especially mentioned here, namely, the material treated in th "Annex" which
is attached to several chapters 
 it is felt that this ,annexcontains ma­terial ,.;hich should be read b:, -nyone -ho really wa.nts to -et the "feel" ofthe Bolivian situation How.ver, since a number of readers may not have the
time to do '.his, these parts have been supmarized to the extent possible in 
the general text.
 

Lack of Adecu.te Statistics 

Bolivia's statistics are notoriously deficient. Nevertheless, by
combinin- and comparing statistics from various sources as well 
"as by com­parin similar situations in similar countries some close appro:dmations 
can be obttined, in many cases ratios may be more v-.luable to i,.'ork with
in >i vi- thaIn actual fi-urcs -.1hich - especially in the financial sphere ­are u)J-.ct to daily chan~es in accordance with the galioping inflation,

while ratios have had a tendency to remain fairly constant. 

With the of theexcention chapter, "eneral Characteristics" (of theCountry) and the section on 
petroleum where international usa-e was fol­
lowed, for several re. sons the metric system was preferred in *iving
weights and measures all. throu-h this report. For those who are in­
terested in a conversion in specific cases, a conversion table may be
found, to-ether with Bolivia's basic statistics, at the beginning of the 
renort.
 

In view of the general distortion of all economic data becaiuse of
the v-rious exchanqfe rates, an attempt madewas to analyze the Bolivian 
economy at a parit- rate. To establi., this rate on a proper basis was
impossible, both because as ellof lack of personnel as because of J.ackof reliable price indices and other data 
 On the basis of a comparison
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amounts to 
some $60.1 million, whereas the technical assistance nrogram

amounts to some $3 million a year.
 

Chapter IX tries to establish some estimate as 
to Bolivia's gross
national product as well 
as of its national income durin7 1955 which
figures come to 
';,223 and $186 million respectively, 
Tho figures mentioned
in this chapter were arrived at in agreement with the ECLA economic studygroup which came to Bolivia this fall in order to make a study of the Bo­livian economy. Since the figuresas provisional, it is hoped thit 
used in this report should he consideredthis group in time will be able to draw upa better estimate of Bolivia's national accounts.
 

Chapter X establishes some criteria for planning. 
It shows the present
problems of planning, as well as what groups are actually engaged in planning
In giving some specific suggestions, this chapter first mentions the need
for a reorganized Planning Board as well as for better statistics and 
a dif­ferent approach to plannin. 0verll policy requirements are stressed agood deal after which follow a number of sugestions ith respect to specific
sectors of the economy such 
as the need for an ittractive mininr code and a
geolo.icl survey as well as for improved transportation in mining areas,
the need to cut down public financed petroleum investment and the need to
take certain steps in agriculture as described earlier in this report.
 

In the final chanter entitled "Conclusion," there is a restatement of
the problem show.in7 thit the 1952 revolution has caused a basic change
the social structure of Bolivia, as 
in
 

a result of which the Indian masses
have now become a political factor which will have to be reckoned with in
the future. 
It is pointed out that from an economic point of view the revo­lution has been rather costly since it has shaken the very foundations of the
country, namely, mining and agriculture. Therefore, the immediate prospects
are quite dark and the worst is still to come.
 

In less than three years Bolivia has received some 360 million worth
of United States aid, while during the past few years Central Bank re­serves went from 830 million to 
a deficit of $113 million which comes to
another 041 million, 
In addition to this, the country contracted a sub­stantial amount of European credit which will have to be repaid in the
near future, Yet the country's situation is about the same as, 
or worse
than, it was before. From these figures it should be obvious that money
alone is not the answer to Bolivia's problem. 
What is needed much more is
 an overall change in economic pohiich 
 ill Cll for some politically

unpleasant admissionso
 

It is pointed out that time is running out for the solution of the
economic 
 'oblem which now requires the most vigorous methods. 
 It is also
pointed out that once Bolivia can solve its political problems, the country
still has the economic potential for a relatively quick recovery.
 

Bolivil's situation is bhen compared w<ith the case of a person whohas rincer, He knows he faces the painful opertion which monetary sta­bilization undoubtedly will be 
-
comoared Kbth thn 
yet he has no alternative. It is also
case of the neurotic patient who becomes more dependent
all the time as more help is being extended to him.
 

Bolivia's present plight is largely a matter of confidence. Once
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II. GENERAL CHARACTERISTICS
 

The Problem
 

in spite of the constant emphasis on Bolivia's economic problem,

Bolivia's problem is essentially a social one. It is a matter of the
 
type, composition and lack of population; a matter of jealousy, inter­
necine strife and palace revolutions inherited from colonial Spain; a
 
matter of communications because of an extremely difficult geography

which in turn resulted in rather strong regionalistic tendencies, and
 
a problem of social change. To attack this problem is not easy. It
 
calls for an enlightened and long range apnroach in health, education,

public administration, political organization and communications. In
 
other words, it calls for "growing up," which renuires time.
 

Both the present political and economic problems - while serious 
-

are merely a result of the social problem, which makes the Bolivians
 
live beyond their means. Politically the government's hands are tied
 
since it has to walk a tightrope between increasing productivity, which
 
calls for rather harsh methods, and maintaining its popularity, which
 
calls for promising more and demandinr less. In a country where the
 
general desire for self-improvement and better living are at a minimum,

while the desire for leisure-time is at a premium, the political ores­
sures are obvious. With the army reduced to less than a nominal force
 
and the miners (50,000 of them) virtually turned into a modern version
 
of ancient dome's "praetorian guard" and with a strong regionalism in
 
several parts of the country, the government's alternatives become some­
what limited.
 

The economic situation merely reflects the social and political

problem. For many years the governments of Bolivia have relied on the
 
mining industry as their only source of income. Agriculture was com­
pletely neglected so that the country's food imports now amount to some
 
$?5.9 1_/million a year. With a general lack of discipline on one side
and an ambitious social program on the other, production has decreased
 
sharply while consumption demands are steadily increasing resulting in
 
ever-acceieratinn inflationary pressures.
 

As we shall seu hereafter, such problems are by no means new in
 
Bolivian history, 
 :hat is new is that in 1956 the social revolution
 
can no lonaer be ignored. For two thousand years the highland Indians
 
continued to live in what may be termed a biblical society which sud­
denly - like their Arab companions on the other side of the globe - they
 
no lon-er appear to accept, At the same time the wor.d is facing the
 
greatest ideological stru7 le in its history between 'estern civilization
 
and Asiatic despotism with 1,600,000,000 people in the under-developed
 
countries :ittinq on the fence waiting to see which camp they'll find it
 
most advantageous to join, Thus, 
once isolated Bolivia suddenly becomes
 
a problem of international concern.
 

/ Average for the period 1951-1955
 



any HstonicalheBapr oun B 
To dptn rsn ovi need a 9d dearobes on oofhi~i~aJ erspe vte since ;bot t a ofcb -SanseJ.a 

,at: o f, t h In aestl ,noticeable, invmany aFect of0 o ' em ray _Bo6
ie emin, a{#a-ssubsistence a tu,ur e,) ,s e remely rigidbehavior ,hs 'ulttra --conser~v ism;, mat4ehe esM cetresorfopression b r teInar netm operated thvle-mostpifreodT_1c ommunistic'; state the eve wn ,oos si~f
 

ieders~and a great many,folloers From 'cradle--'o r~ave. ,e
provided for h eiyad dsine' a s Athe main keynoe 
ngwa
efc
 

-t~ateither stealing or' lyingwas puihdby-death is :eveh today- efle
h xt o heuralpa " edvin-tte
~etreme honesty insome of th z r atsiof th&Indian' popu ation " 'ne highlandso,
 

SUpon 
 'conqerinthe auembracn,'na 'spr -aethe. Spaniards­-wh~ose main' interess were'go d, si~ 
.and'rel-igion which'.they managed o
in'he
hmo'st \niqueway,'- f 
 mdit-os't
n'ovn!ibtb
to maitnth
~statuis qudofa somewhat enlightened slav sytl ~ east ,insofar 'as­
~thisvaconpatible.with. teir<own "Chrisian 
backgzirds Whd ~pnN~~~6foft hemuch old ,theyinfortunately~added oaLnsWha
 
acon frmc of' theburauray lac of cpordination'and instabil-ity.'
of goverment whichi has been causing -so much ~trouble, toBolivia. Fo 

instnceit? is3 interesting tonot htmnofbdysen

nnialmesures- i'i~~oto ho economy, governmeri monop­aemnpltoso e,,ecag eti for's of .taxation, -lack ofdeJ

it ,f ath o p~ra1cticed'b riloial Ipain.' -Man of
fibalmesues 6 ud'wel-bethe rudfiments; 'of' 

oy 
a -consist'ent and,cleversysterwhich wasusedbbf'the Spaniards~t~iktecln sdyitoo milktthet trcobon ,s ~ ot-pduapai 

t 6vr it, t' he'pinia ai ge c olda-or., silve inthe~ shortest posible: time, .called&for a cothuation ,of muc othe rsAtent'' the withou pay~ing too much~ ento otesca ee
fis prvied b,h. For, an India bouation1a)'~a~dy beaten ,-down', fo'r.-,, I"'%centuries,1 wthout~I s ithou organization,. there yas',hard 

Nelse 
 t'o do but to obey1 and t 'c~cewealt* lasf tea
 

~Pzactically,,he Jonlywealth iwhich 'Bolivia had re adily, avvilable in,~those days w.as~inh for ofhinra exploit iof hch c 

mjfers~lfeexpctncy N -no muhov 35 yeaAslAhig h pr'6entage 'o6f-.­tbem'sare affected~by~sllicosis adtbruoi' rqety;e a o
 
~t$" mo~
~wor, ~I1 a( Lik. mners- the Bolivianmneils~lUasthe Id'&i gniraL, his on y'of,1od~ Va~ q iti~esofalcohol e) p, o naik& e?.d pleasant ateti oe~s,1hle

chewing~ immense, iaim6unIis foca~ leaves is a cone ent mean toti'he
~painfs of Ieveryday existence 

Naualy evetn coonaIin day" -'e.
th 


.~~rJ~atur'- .- the-auef eIndians -by he r
white~ matr-i no goetrl noiced in:te'-mth outry.'P
tective%laws 1were a ailmore than once a hin 
thie. Chur-ch; yet Ithey were'equally: cleeV'lyeva6e ih",every day p'act.ce. 

-ea~o'frt~~law" 

ance wit its i'iovsions' i6 -bstll 'lag 'ng!Bo: Via A 


ee4'i accompanied by an extreme nncr i 
d.tday ,W deepseated.,.

6tpo $ io the -8 aniar. s'fort e theOo 'mi are 'o:W ieh brouh' abo t"to t teble's ngs 

http:p'act.ce


-13­

of the Church and hence objected to - contributed to a further cleavage

between masters and slaves which is reflected in a number of serious revolts
 
of native groups in the past (Tupac Amaru and Tupac Catari) as well as in
 
today's racial problems which are coming more and more into the open.
 

Bolivian History Repeats Itself
 

Bolivian history provides the most remarkable confirmation of the
 
French saying that history repeats itself, All of Bolivia's present day
 
woes can be found in striking similarity in earlier periods of its history.
 
A rudimentary form of agrarian reform ­ a big issue in today's Bolivia ­
was introduced as early as 1824 by Simon Bolivar himself whose primary in­
tention was to make available more land to individuals as well as to estab­
lish a system of agricultural wages instead of forced labor _/o It was
 
given up after two years of trial, A few years later there was a new at­
tempt to make the Indians "masters of the land" until President Ballivi~n
 
completely vitiated the measure through a clever taxation device. 
Even the
 
present emohasis on attaining self-sufficiency in the field of agriculture
 
is nothing new. Around 1840 Bolivia was ouite self-sufficient in agricul­
tural production 2/o
 

The appeal of the present government to the "Masses" was tried as
 
early as 1848 by President Belzuo It quickly resulted in the rise of a
 
number of demagogues which in time brought about a complete administrative
 
breakdowm and economic ruin. Conditions were so disastrous that Bolivia was
 
about to disappear from the map, The country had a little over one million
 
inhabitants livin- in the most frightful state of poverty 
 A once prosperous

agriculture broke down completely because the Indians were in control of the
 
land anr were unwilling or unable to carry on more than a subsistence agri­
culture. 
Similar ups and downs took place in the fVeld of minerals. The
 
disappearance of silver as a source of income at the end of the last century
 
caused great economic stress to Bolivia. However, soon a new mineral ap­
peared %o take its place, Tin became Bolivia's new gospel and a-ain the
 
money came rolling in, in fabulous amounts. 

Even "projects" in Bolivia are recurrent. In 191-2 both President 
Montes and Simon Patifio decided that the time had come for Bolivia to save
 
foreign exchange by establishing a tin smelter in Bolivia, A commission
 
of technicians was brought from Europe to study the project. Although the
 
commission's report was negative, this was only the beginning of a number
 
of ,tudies on the same subject, all of which indicated that a tin smelter
 
was at least a dubious project for Bolivia, Last year Bolivia paid out
 
$60,000 for another study for the establishinent of a tin smelter in the
 
country by the 'erman firm of Krupp-Lurgi, a study which so far has been
 
inconclusive.
 

The term "Economic Integration of the Indian" which forms part of
 
the present government~s program, was first heard during the wave of lib­
eralism in the early part of this century For the first time there was
 

l_/ F. Nielsen Reyes. La Legislaci6n Agraria del Libertador. El Diario,
 
August 6, 1953.
 

2_/ L. Peialoza - Historia Economica de Bolivia - La Paz 1953o
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dent Ramirez in the Argentine and at least some of its elements were quite

sympathetic to a Nazi victory.
 

From a point of view of social psychology, it is interesting to note
 
that while the totalitarian regimes in Europe arose as a result of economic 
insecurity and political frustration of the masses after the first World
War, the 1TNR system was more or less superimposed on an Indian population
which hardly knew what it was all about but which was attracted by some of 
its promises. 
It should not be forgotten in this connection that almost
 
all over Latin America the "Caudillo" type of government, headed by a strong

leader, always has had considerable appeal for the local population. Most
 
of the party's early slogans, such as nationalization of the mine,- and
 
agrarian reform, made aood political hay and were of such a nature that
 
they could appeal to communists, nazis and 7ood Bolivians alike. 
Hence the
 
rather broad followin, which the MNR had from the start. 
When Nazidom ap­
peared to be doomed, ',he I4.N evidently had to wash itself free from the
 
fascist charge. 
It found a way of doing so by adhering to dialectic Marx­
ism which was to become as pooular in the early post-war years as nazism
 
would become unpooular.
 

dhen the first government of President Villarroel took over it in­
herited a number of problems which had been accumulating over the years.

Although these problems were well known, apparently not much was done about
 
them by previous governments. It is to the credit of the MNR party that it
 
had the courage to face these problems squarely, particularly insofar as the
 
position of the Indian is concerned.
 

In 1946 the 11d government fell as a result of a coup by student groups

which was backed largely by the populations of the cities. Political sup­
port in Bolivia is extremely fickle and so President Villarroel, who had
 
tried so hard to improve the lot of the Indian, found it his tragic fate
 
to hang from a lamp post - a fact which still makes a profound impression
 
on present day political leaders. 
For a short time there was complete

anarchy, after which the government of President Hertzog emerged. During

this regime the construction of the pipelines to Cochabamba and Sucre was
 
completed with refineries in both terminals. Likewise another loan was
 
obtained for the completion of the Cochabanba-Santa Cruz Highway.
 

In 1912 the 1211 government returned to Dower. Being committed to
 
nationilization of the large mines which for many years more or less had 
ruled the country, it bought itself a big package of e,'onomip troubles to
stirt with. In order to broaden the base of popular support, the 14R 
abolished the irmy which had been used too often to put pressure on the 
miners. Po maik3 things comolete, an agrarian reform was introduced which
 
in the be-inning could only mean a serious decline in market-directed
 
agricultural production, while urban reform - a device to expropriate

lands containing more than one hectare in urban areas 
- put the skids
 
under the oimer class. 1.1any intellectuals started leaving the country
while others were put in jail. 

The Breakdow of the Econom 

In this general state of affairs, economic conditions deteriorated 
rapidly. By 1953 famine conditions were actually in sight which prompted
the United States to take iction. Economic aid was extended to Bolivia 
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to feed a starving population. 
As a result of this closer cooperation be­
tween Bolivia and the United States, relations between the two countries
 
have improved considerably. 
Even in 1950 Franz Tamayo, Bolivia's out­
standing philosopher, who can be classified as fairly objective, wrote:

"The Yankees, our powerful brothers from the North, are 
shedding their
 
noble blood in the defense of Korea. Noble purpose. After freeing Cuba,

they went out to liberate Europe. 
Yet I have a sad thought. In the case

of Bolivia I am afraid that not even a single drop of blood from a Yankee
 
rat would be shed for us." 
l/ Little could he suspect that only a few
 years later the United States would have spent some 
$50 million of aid to
 
Bolivia with even more to come.
 

Skeptics have said that the changed attitude of the Bolivian govern­
ment, which started out quite leftist, is based on pure opportunism to get

United States aid and thus stay in power. This appears to be an over­
simplification, 
First of all the Bolivian government needs help. It is

in the position of a mn who is drownin, and who cries for help. 
 Secondly,

in Bolivia the Catholic heritage from Spain, which strongly tends to the

right, has always been a factor in politics. Thirdly, Bolivia lives in the

Western world and thus, in spite of what is said by leftist elements, it
 
cannot help but share at least 
some of the ideas which are so dear to all
 
Americans from Alaska to Maghellaneso
 

On the record, the present governmentis policy has gradually been

shifting to the right. 
 For example some of the statements made by prominent

government officials today are 
hardly compatible with some of the things the
 same men sail a few years ago, It is not only statements which reflect the
 
chan,7in7 attitude on the part of the Bolivian government, it is action as

well, 
At present there is at least some interest in attracting private

capital. 
Thus in September 1955, Bolivia introduced the United States In­
vestment Guarantee Program as a result of which some 
United States investors

have already made the first move to come in. 
 Again, some of these moves may

have been made under the hard pressure of economic reality; they may have met
with reluctance in 
some quarters since they are contrary to the socialistic
 
philosophy of 
some of the partys thinkers. Yet the important thing is

that the initial move h~z been made so 
that from now on private United States

capital can at least start its program of selling itself to the Bolivians.
 

The Social Environment
 

Bolivia's coci-il structure has baffled a good many observers. Some
knowlA'+e of it is essential to understand the general economic situation 
of the country. In many respects the Indian society - until a few years
back ­ could be compared with the European feudalism of about 1400 A.D.

If the Indian felt any right to the land on which he was living, it was
 
only because of his rendering certain services such as road maintenance,

share cropping and periodic services in the house of the master, comparable

to the feudal services to the Lord of the English manor. 
The only dif­
ference was that in Bolivia, the "Lord" or hacienda owner usually exer­
cised his profession, law, medicine, politics or public administration,
 

l_/ German Arciniegas - Entre La Libertad y el Miedo. 
 Editorial del Pa­
cifico SA; Santiago de Chile, 1953;
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in the city, leaving the daily administration of his hacienda in the hands
 
of a majordomo.
 

Until 1945 there existed practically no wages. To keep his plot of
 
land the Indian had to work three or four days a week for the large land­
owner. In rendering these services he had to bring his own tools; he had
 
to transport the crop to the market place in return for part of it; 
in
 
addition to this he had to render services in the house of the master in
 
the city, the so-called "pongueaje" for which he had to present himself
 
on a weekly rotating basis. In presenuing himself for this service he
 
usually had to bring certain items for the master's home, such as firewood,
 
taquia (llama excrement used for burning) and brooms. 
In some cases the
 
Indians were obligated to sell to the master eggs, chickens, pigs and other
 
products of their labor at ridiculous prices (the system of camarico or
 
colqueaje). 
 In many regions the Indian women were obligated to serve as
 
cooks, from which duty they could free themselves by bringinr potatoes to
 
the mister (papa-cocinera). As a general rule the hacienda owner had the
 
right of first approv'l on any sale of agricultural products by his serfs. 
Amon- the Indians themselves existed similar duties of cooperation, The
 
Indians accepted these duties in order not to be deprived of their little
 
plot of land which constituted the utmost disaster, since an Indian without 
land was subject to the most vile exploitation.
 

This system has been subject to many modifications by ..ell meaning
people who tried to make the life of the Indians more livable, However, it 
was not abolisntl officially until a decree w.s issued in 1945 which for­
bade the authorities to oblige the Indians to render free services. In 
practice this decree of President Villarroel was only -n exoression of a
 
growing feeling of social justice since the Indians had no way to enforce
 
it. The final blow to the system came in 1953 when the decree of the agra­
rian reform finally abolished the system of personal services.
 

The Problem of Social Change
 

It is obvious that this sudden change could only have the most dis­
astrous results for the country's a-ricultural production. Since many

farms were so marginal that they could only be worked under a slave system,
 
many ow-mers stopped workin- their prooerties altogether instead of paying
 
wages. Others soon discovered that the Indian would only come to work if 
he needed money. to get drunk, As 1 resuilt o" all this, a most imoortant 
factor in 3olivian agriculture, the factor o' mana-ement, wis lost. For
 
exam ple, as a resilt of the rise of potato prices, manyr Indians sold their 
seed potatoes early in 1955. To get seed potatoes later on, their only

remedy was to steal or buy them from those who had some. 

What complicates this problen even more for the future is the Indians'
 
peculiar mental make-up. 
First of all, most of them are illiterate which 
makes it difficult to reaich them ,%ith any other method than actual demon­

,stration, as is done by the Agricultural Servicio, To complicate matters 
further, only a small minority or them speak Spanish, Their wants and 
desires are changin7 only slowly. In many cases clothin: and housing
differ little from the days of the Spanish conquest. Furniture is prac-­
tically unknowrn, and fool is limited to only a few items, mostl, notatoes. 
Their Catholic religion is built on the firm foundations of the old Inca 
cult. On the basis of past experience the Indian is extremely distrustful 



and resistant to change. 
His normal reaction is to act collectively as
 
part of the group which as such makes the decisions.
 

However, not having known any personal recognition for centuries, he
also loves pomp, titles and lawsuits and other things which mak'. him feel
important. In order to become a local official or a party to at-Jo,
tend a union meeting, to carry on a lawsuit, may behe wil.]_Mn to f-rg­
about his farm for a whole year. To become a sergEant in tho -army fills

him with almost infantile pride. In his nuest to become "s~aratod fl'om

the crowd" he is willing to make iimnense economic sacrifices.. He is often
prepared to spend his last resources, his best animals, his entirE- crop,
to give a big feast to the community, complete with music and iarr,-is ofalcohol which may last for days, ending in a comnlete stupor of a1 Trcsent.
The case of a prize breeding sheep imported from abroad and 'riven by theauthorities to an agricultural community as a reward for rthe niF­
duction is typical. At the height of the party, the animn l, once <tin.,

to 
head a lonq line of high grade progeny, ended up ignominiousiy in thp
stomachs of those attending the party.
 

Regionalism
 

Amon- the neonle who may be termed as literate, there ext- n st-o,"
regionalism ihich sometimes borders on hatred for those comin- from anothel.
region. This nroblem is only recently bein- alleviatedl some,,hnt . j rG-.sult of better transportation and the present government.s mCost, suc e:sfIU

effort to promote internal mirationo Of course, many of +h- fhult, -nd
 
qualities of thec Indian are reflected also in the popul'ticn ' _I b].-,do 

Colonial influence accounts sometimes for arbitrary bthvi.,r of thE
authorities as well as for adirationan for personal courag, : rd for s;trong
leaders of the Q'audillo type. This in turn attrqcted tle ,],j icipe,,, to
and official -overnmen4 functions rather than to private in:iurv. Tne

above picture clearly explains the interest which the averic 'oiiviar
 
takes in revolutions avainst -overnment Ices
any which not %ority Lh­promises made. The ]hrge numiber of Indians and peoe of riixsl hi_-

!ith 
I

have nothinq to lose and the love for personal courage tend t(, m l'y
revolution a worthwhile adventure aand welcome change from the (1 'udgery 
of everyday life.
 

This mixture of Incaic society, colonialism, robber baiona- and idc-al­
ists must now be blended into a modern society. It is a mnir Ijml t
wil] take time,, To integrate the Indian into a modern society m y tke
less time than in other countries, as for instance M.exico, since! ie Be..
livian Indian would starve without a minimum amount of work. Ho b' , from
cold unless he constructs at least a moderately adequate hut, T, cL 
extent the Indian high plains always to tbof the was forced 'rL:n, - facts
of life. is present anoparent indolence is likely to be piuc ',r ,
sult of environmental factors than a lack or basi c I.Q. Fu ,:.. .
has been noticed th'it as civilization comes closer to thorn, tho ', ffl ofaspirations of the Indian is gradually changin,,. 'ziven som, ]n,",onti,,
Bolivian mechanics and artisns can work wonders their hnndcowith In
time they may again attain the ulorv of their Inca ancestors in n c,-m­
pletely different setting. 
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Population
 

According to the 1950 census 
/, the total population of Bolivia is 
about three million, the greater part of whom are Quechua and Aymara
Indiarns, with a sprinklin- of Guarani Indians on the Paratuayan border. 
The Quechuas are che largest group, consisting of about one million. 
They

are generally located in the valleys, while the Aymara population, which
consists of some 660,000 people, 
are more concentrated on the high plains.

All three groups speak a different language and many of them speak no 
Spanish at all. 3 part from the Indian groups, there is a relatively large
 
group of people ith mixed blood - the Cholos - and a small group of white 
population consisting of old Spanish colonial stock 
or more recent immi­
grants from Eurooe. -lt'iou-h some areas, particularly the valleys,

densely nonulated, the 

are
 
overall populition density is extremely low. It
 

amounts to 
about three persons per square kilometer as compared with seven
 
for Argentina, Brazil and Peru, and eight for Chile 2/. 

Dring the existence of the Republic there have been six censuses which 
show t2he followin- results: 

year_ Population
 

1831 ,088,768 

1835 
 1,060,777
 
1854 
 2,326,126

1882 1,172,156
 
1900 1,766,451
 
1-950 3,019,031
 

The first four of these 
censuses are extremely deficient, particularly the
 
one of 1854. Furthermore, over the years Bolivia has lost a considerable
 
amount of territory to Chile, Peru, Brazil and Paraguay which makes a com­
parison more difficult.
 

The annual population increase based on the last two censuses amounts
 
to slightly ever 1, which projected into the future would -ive 
a popula­
tion of 4°2 million in 1980. However, in view of better sanitary conditions,
improved education and other factors, Bolivia's population is expected to
increas- much f ter in the future. Based on the average ponulation in­
cre-e; in Litin Amieric- of 2.2%2/ Bolivia's populaition by 1970 may well
 
amount to come 4°7 million which iv±ll eventually call for a substantial
 
internal miratijon, 1yvcn this estimate 
may prove to be conservative if

and when better sanit.ry conditions and decreased infant mortality will 
begin to make their full impact.
 

According to 
the 1950 census the urban population of the Republic

amounts to 34% Li compared a- with rural population of 66%. Unfortunately
the criterion defininq rural and urban population is rather vague. The 

l_/ Direccion General de Estadistica y Censos; Censo Demographico 1950. 
Editorial Argote, La Paz, 1955. 

United Nations; Demographic Yearbook, 1954. 
United Nations; Demographic Yearbook, 1954. 

2 
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The Physical' Setting~ ~~ 

Boliia- occuiesthe hieartland. of South, America. 'It, has comimon bound­aries with ,Brapzil- ,Argenina Prguay' Chi'le ad' P'erU.. Itsarea-of 
411,127. squre'mil~s' is about- euaLJfo the. combin f Spaii-d areas- o ran'ce", " and'Portugal.' The-country can 4be ~divided roughly 'into ,three' regions, ea'chri0f which shows marked' geographic dif'ferences, as follows: 
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-o the.',high i-,plains.- ince-;' 000 Leet verl2000'fe to u s5,geerally"sever th arxea' 'coiits -of "hilily or, very ste upads. li 'l 
adbundan't'whl Ir hciimat is.generally sibrpic'al1. (16-180eec') dAe'Vidin 

c.The Easterni Lollands which occupy'abou7p ,fthe fare 

-olivia. l'arge PeB Thesje pla'ins run from hB 1a -border,,,int he nrthe.;Piraguayan 'and ' ntn' fThotir 'thesou-take up .the-largest area 1~ie cooiiltie thgoodd
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present 
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a The,_Gran- Chaco nsfrwi here ebre
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north towards Camiri along the Pararlayan border. It consists chiefly of

gentle slopes with here and there large valleys. The altitude ranges from

1500 to 2300 feet. Although the climate is subtropical, occasional cold 
winds from the south can knock down the temperature to as low as 50 C.
 

b. Further north lies the Santa Cruz 
area which is situated at
 
an elevation of about 1000 to 1500 feet above sea level. 
Its climate is
 
also subtropical with mean annual temperatures of 230 to 240 C. Generally

it consists of large plains, half of which are 
covered by woodland.
 

c. 
Still farther north lie the tropical plains of the Beni and

Mamor4 Rivers which cover practically all of the northern part of Bolivia.
 
Here the elevation ranges from 500 to 1500 feet above sea level. 
Much of
 
the land is fairly flat and wet over at least a part of the year since the
 
rivers overflow their banks covering large areas with floods which drain
 
off very slowly, The mean rainfall is high, and the climate is hot and
 
humid (26-270 C).
 

Resources
 

Bolivias natural resources are vast. At least a sample of nearly
 
every mineral can be found within its territory, and for centuries mining

has provided almost the only source of income to the country. Recently

petroleum has come 
to the fore as a possible additional source of income.

The country's vast a-ricultural resources are almost comoletely untapped

both insofar as production for the domestic market is concerned as well as

for exnort. 
Its immense tropical forests contain an additional wealth
 
which has hardly been explored. Although these resources are there they

should not blind the student of Bolivia s economy, for the country is highly

deficient in human resources. Both the number and make-up of its popula­
tion are such that they tend to offset to a large extent the natural re­
sources which the Lord chose to bestow on Bolivia.
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III. THE FINANCIAL AND MONETARY SITUATION
 

A Complex Picture
 

To summarize in a few words what happened in Bolivia in the financial
 
sphere during the past few years would be an impossible task since so many
ad-hoc measures were taken to cope with all kinds of problems as they came
 
up. This has resulted in a respectable number of decrees and resolutions

which might be difficult to grasp for the general reader since their over­
all philosophy is frequently contradictory. Some people have even said
 
that to understand all this, one must have lived at least for some time in
Bolivia! However, to anyone who really wants to get "the feel" of the Bo­
livian situation, a more detailed knowledge of these measures would appear

to be essential. 
Therefore this material has been arranged in chronological

order in a special annex attached to this chapter.
 

The Inflation
 

For those interested in the bird's eye view only, we might say that
 
inflation is far from new to Bolivia since a gradual process of inflation
 
started right after the Chaco War which upset 
so many social and ethical
 
values in Bolivia. 
As a matter of fact, the practice of covering govern­
ment deficits with loans from the Central Bank has been quite common in

Bolivia since that time. 
 The present run-away inflation is new, however.
 
It is a direct result of over-spending and of the activities, or rather the
 
lack of them, of both the Mining Corporation and the Mining Bank.
 

When the TUIR government took over in 1952, it first established an ex­
port monopoly for minerals by the Mining Bank. 
In order that this institu­
tion could finance the local currency requirements of the private mining

industry of the country, which previously had taken care of these require­
ments by using the proceeds from its own exports, the Central Bank had to
 
give credit, which meant additional printing of paper money. In October of
 
the same year, the big three mining companies were nationalized which
 
put all exportation of minerals by the large mining industry into the hands
 
of the Mining Corporation of Bolivia. 
Since the original owners naturally

withdrew their working capital, the Central Bank had to print more money

to finance the operation of the Mining Corporation.
 

Thus in a short time the combined circulation increased from Bs. 6.7

billion early in 1952 to Bs. 10.5 billion at the end of the 
same year. The
 
cost of living index for La Paz went up from 5,041 in December 1951 to 6,596

in December of 1952. 
This was only the beginning of an ever-accelerating

inflationary process since the deficits of the Mining Corporation were to

increase further, while at the same time market-directed agricultural pro­
duction was bound to show a substantial decline because of the agrarian re­
form. An over-ambitious long range development program did the rest.
 

As a result of all this, total circulation went from Bs. 6.7 billion
 
in 1952 to Bs. 124.8 billion on June 30, 1956. During the same period

the free market rate of the dollar went from Bs. 190 to about 7,000 to the
dollar, while the cost of living index in La Paz went up from 5,041 in

December 1951 to 102,970 on June 30, 1956. 
 Central Bank reserves, which

in December 1951 were around $30 million, had changed into a deficit of
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such as the Health, Agricultural, Educational and Road Servicios which must
 
receive funds from the State.
 

In addition to this, one should not forget that during 1955 the govern­
ment took it upon itself to pay promia on the export of minerals to the

Mining Corporation and to the Mining Dank which were 
previously financed

with direct credits from the Central Bank, and which amounts do not appear
in the national budget. During the first six months of 1956 these premia
alone amounted to over Bs. 38,300 million which were granted as credit from 
the Central Bank and charged to the national treasury. If through the
 
present year the payment of these premia should be maintained at the same
 
rate, the amount which the government wrill owe to the Central Bank
lill ex­
ceed all expenditures foreseen in the national budget for 1956. 
For this
 
reason it would seem advisable that as long as the present system of premia
is maintained that the amounts appear under the budetary expenditures for
 
each year.
 

Sumnary of the Use of Fiscal Funds 

To summarize, all -overnment funds are now dealt writh through the fol­
lowring channels: 

1. National Budlget
 
2o Foreian Exchange Budget
 
3. Account of '"!evertibles11 
4. Account of Ceunterpmrt Funds 
5. Budgets of the Nine Departments 
6. Municipal Budgets
7. 
Budget of the lutonomous, Semi-Autonomous and Fiscal Agencies
 
8. Cooperative Servicios
 
9. Credits from the Central Bank not listed in National Budget
 

The nation's capital investments and expenditures for economic development
 
are derived largely from the followin- sources:
 

1. National Budget
 
2. Foreign Exchange at Official Rate Derived from Mineral Exports

30 Counterpqrt Funds
 
4. "Revertibles" 
5. Credits from the Export-Import Bank and European Credits 
6. United Stotes Development Aid
 

1956 Budget - Income (Local Currency)
 

The larger part of the government's income in local currency is derived
 
from direct and indirect taxes. 
 The 1956 budgeted income, on a percentage

basis, is derived from the followin, sources:
 

Assets belonging to the nation 0.4%
 

Services rendered by the nation 
 1.1%
 
Direct and Indirect Taxes 88.2%
 
Sundries 
 7.5%
 
Excess of 1955 2.8%
 

The total income budgeted for 1956 is Bs. 72,518,117.913. 
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The 1956 budget includes a certain amount corresponding to the nation's
 
participation in the dollar auction. 
This item, together with the "rever­
tibles" and a small additional income from customs duties, amounts to 7.5%
of all income. Prior to the nationalization of the mines, the tin mines 
paid 12% of the gross value of their exports while other mines paid similar 
percentages which varied in accordance with both the price of the mineral
 
in the international market and the ore content. 
 At that time the budget

was based fundamentally on the income from the exportation of minerals which 
accounted for 66% of the total. 
To contrast with this, of a total income
 
of more than Bs. 30 thousand million in 1955 only 1,639 million came from
 
export taxes, or about 5%. 
For 1956 the Mining Corporation expects to ex­
port minerals having a gross value of U.S. $80 million on which there will
 
be an export tax of Bs. 1,465 million, or 2.02% of the national budget

(local currency) for 1956.
 

Since the low official exchange rates constituted quite a burden on
 
the mining industry, the export taxes were not increased, as a result of

which the income on this account dropped from 66% of the total income to
 
5% as we have seen above. The CIF surcharge representing 45.5% of all fiscal
 
income has now taken the place of export taxes and this figure will increase
 
even more as a result of the readjustment made in April by which a CIF sur­
charge will replace the "revertibles".
 

1956 Budget - Expenditures (Local Currency)
 

The 1955 budget contained expenditures totaling Bs. 30,282 million with
 
a deficit of some Bs. 960 million. For 1956 the budget estimates expendi­
tures of Bs. 74,046 million with a deficit calculated at Bs. 1,528 million.
 
The 1956 budget is 145% higher than the previous one as a result of the in­
flation. However, the 1956 budget is slightly abnormal and it cannot be
 
used very well for the purposes of comparison, since the item "Unforeseen
 
Expenditures and Obligations of the State" represents 36.7% of all outgo
 
as compared with 27% in 1955. 
 This is due to the fact that it includes the
 
necessary funds to readjust wages and salaries of public employees in ac­
cordance with the new classification system which as yet has not been put
 
into effect.
 

Dividing the government s 1955 expenditures according to actual use,
 
we obtain the following result:
 

1955 Expenditures (In Millions of Bs.)
 

Governmental Services 7,110 8.5% 
Social Services 
Economic Services 

10,039 
2,511 

33.1% 
8.5% 

Unforeseen Expenditures & Government 
Obligations 8,186 27.0% 

Special Purposes 2.437 8.0% 

30,283 100% 

The above percentages correspond only to the national budget. 
They do
 
not include any expenditures made through the use of counterpart funds
 
or through the use of "revertibles."
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It is interesting, to note the inerease in the item "Unforeseen Expendi­tures of the Goverrnent" and to compare these ith previous data. Expendi­tures under this heading were 6j of the total in 1950; 12% in 1951; 10.2/
in 1952; 22.3/ in 1953; 27.2 in 1954, and 27/ in 1955. According to the1956 budget allocation this percentare has now gone up to 36.7%. 
As hasbeen said before this disproportionate increase in 1956 is due to the fact
that within this category sums have been allocated to pay wage and salary
increases to all government employees. 

The Account of "Revertibles"
 

According to the information of the Ministry of National Economy, prior

to 1953 there existed no accounting of "revertibles." Table XI of the Sta­tistical Supplement contains a reconstruction of this account based on the
information published by the Ministryj of National Economy and complementary
data of the same source. Since the private accounting firm of Price, Water­house and Peat reviews the accounting of the 11inistry of Economy in this
matter, it will be necessary to mrike corrections when the definite figures 
are known. 

As may be seen, the figures for 1955 cover only a period of sevenmonths while those of 1956 include the five rem,.inin, months of 1955 and
six months of 1956. 
 This is due to the fnct that the Ministry of Economy

had adopted in this matter a separate fisc,1l year which runs from August
1 until July 31 of the follow.,in- year. Since the Bolivian fiscal year runs
from January 1 to December 31, it is obvious that this makes any comparison
most difficult. As may be 
seen from Table XI, the period of Aunust 1955

until June 1956 leaves for the first time a considerable surplus of 3
s.

1,355 million on account of "revertibles."
 

American Aid and the Counteruart Account
 

United States aid to Dolivin i- -iven in two ways. First of all there
 are dollar donations for the purchase of equioprient and mterials destined

for economic development of the country, and seconlly there are 
donations
for the purchase of food. 
 Some of the equipment and materials mentioned
and all. of the food is sold for local currency which is deposited as counter­part in an account with the Central Bank. Subsequently these funds aredistributed for the purpose of economic development, public works, etc,.,the request of the Bolivian Government and in concurrence with the govern-

at 

ment of the United States. So far three distributions have been made. Thefunds distributed during the past few years do not correspond to a realvalue of the dolr since food was generally distributed at very low exchange
rates fixed by the Ministry of Economy in order to subsidize certain con­sumers. If for exa-iple American aid for 1956-57 is estimated at '20 mil­lion, proceeds at a realistic exchange rate of Bs. 4,0OO per dollar would
produce a counterpart fund of Bs. 80,000 million which could be employedboth for public works as well. as for economic development. If the rateof exchange were fixed at only Bs. 1,000 per dollar the counterpart fund
would only amount to Bs. 20,000 million, 

The Problem of Taxation
 

In view of the complexity of the problem, this is not the place to
make a detailed study of the Bolivian system of taxation. However, it
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appears opportune to touch lightly on some of its major problems. Until
 
recently the system of import duties was extremely complicated on account
 
of the number of duties which were in existence as well as because of the
 
surcharges which were applied on these duties, many of them having a special
 
purpose. Fortunately the government recently approved a reform which changed

the system of specific tariffs into a system of ad valorem taxation. Since
 
then import duties have been reduced to only seven, as follows: the tariff
 
which is fixed for each type of merchandise with variable percentages, the
 
subsidiary tariff of 20%, the duty of 1 boliviano per kilo of gross weight,

the consular tax of 6% ad valorem, the duty for services rendered amounting
 
to 1% ad valorem, the sales tax of 10% ad valorem and the CIF surcharge.
 

In the matter of internal taxation a good deal of progress has also
 
been made to 
simplify and systematize several taxes particularly in the field 
of taxation on ,icohol and similar beverages. As a whole, this system as it
exists tod,,y is still highly deficient, however. From a point of view of in­
come to the nation the principal taxes are the one on alcohol, bringing (in
1956) 
some Bs. 2,000 million; on beer, Bs. 6,000 million; on corporate prof­
its, 5s. 2,200 million; on the revaluation of capital, Bs. 2,100 million;
 
on internal sale , .3s. 00O million; 
on cigars, cigarettes and tobacco, Bs.

2,00 million; on all kinds of stamps, Ds. 1,000 million. On the other hand
the rarl e tate tix brinr> in about 3s. 350 million; the capital gains tax,
Bs. 526 million; the tax on mining dividends, 1Bs. 10,000; the tax on income 
from pers, na! vi:e, Do. 350 mllion; the tax on income from personal
property, DE,. 05 million; the excess profit tax (impuesto global complemen­
tario), Ds, 450 rnLi [L .on; the excess profit tax 
on shares, Bs. 30 million;

the pro-er4.y transf :,, tax. Ds. 600 dilion; the estate tax, Bs. 200 million;

the tax cn .e-.ie2d paper, Bs, 250 million. It is obvious from the above that

all these tax:e- mast be revised, modernized and simplified in order that they 
may bring in an income in proportion to the capacity to pay of the taxpayers
in accordance with the actual value of the currency. Apparently the more
 
general adopLion -f a sales bax would be advantageous because of its large

income, its easy collection, and its deflationary character.
 

In general, it aropears essential to strengthen and improve both the
 
organiz'rtion uf the customs and the 
 internal revenue,. Likewise it would
be necessary to adpt a sytem which would do away ith the present system 
whereby tal-ly taxpayer"; benefit from the inflation since by waiting they
actually pay in depuccitoel currency. It would also be necessary to 
estab1ish a judicial tax -,ytern which would 7uarantee the taxpayer a rapid
and impartial soiutin in ailJ lifigation with the government. Actually
all tax mtter: are now u'-irin, judged by the Ministry of Finance which is 
an intereoted part.y. This is even worse if one considers that the officials 
who are judging the m;tter have a personal interest since they receive a 
certain poircenta-{e cf ew-ces! • collection;, while in the majority of caseq
the person +l-ninc';n-7,i ao an employee of the internal revenue whom the 
law allo.;s !0l, of th2 amnount defrauded. 

TRel Income from TFa atlon 

At this stage it becomes. important to know whether the real income 
from customs duties and internal taxation has increased progressively or
 
not. In order to make this comparison it would be necessary to consider 
the governmental revenue cn the basis of bolivianos of constant value. 
Table XII of the Statistical Supplement shows the government's income 
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from taxation and customs duties since 1939 while Table XIII show3 the in­
dices for the same table in bolivianos of constant value.
 

As will be noted, the income on account of taxes and customs duties
 
has been decreasing constantly sinc- "941. 
The index of customs dropped

from 114 in 2951 to 52 in 1954. Of course in 195( it haq gone up some­what as a result of increased collections of CIF surcharges. The index
 
of collections on account of internal taxation went up slowly 
until it
reached a figure of 207 in 1951 after which it dropped to 131 in 1954. In 
no case did it -o tovm to 100o This means that people have paid, until 1954,
taxes which are proportionately hi her to those in the base year of 1939.
whereas they have paid customs duties which are lower as compared i ,ith that 
year. From this it may be seen th-tt it is quite urgent to readjust the 
customs duties in order to bring them up at least to the proportion of the
base year plus a certain percentage correspondin to the progress of the 
country as compared ;,ith that date. 

Table XIV contains the relative figures of government revenue with an
 
indication of their source.
 

Internal Debt
 

At this point perhaps a brief reference should be made to the public

debt of Bolivia. 
Here we shall only refer to the internal debt which is
 
relatively small in comparison with the external debt which will be dealt
 
with in Chapter IV, A complete picture of the internal debt of Bolivia as

of December 31, 1955 may be found in Table XV of the Statistical Supplement

which shows this debt to be about Bso 
71 billion.
 

The Banking System 

Bolivian banking got its start in colonial days with the establishment
 
of national agencies for the purchase of minerals. Durin- the administra­
tion of President Santa Cruz, these lovernment purchasing offices were

giv'n the name of 
 "banks", Until 1872 these "banking activities" had
practically no other purpos-e than to imnpiment the State monopoly for the

purchase and exportation of silver. In 1869 
 the first real bank, the

Banco Boliviano, ws established by Henry Heiggs which was authorized to
 
act as a ci.'ciilation bank, Shortly after this, 3
in 1871, the anco Nacional
 
which later on absorbed the Dinc, 9olivi-ino started its operation as a

circulation b:-nk, Until 
 tht, turn of the r-entury the Banco Nlacional played
an important role in the -r,antinp of credit for the develoment of mineral
production. In 1,93 the Ba-nco Hipotecario Iacional was foumded, followed 
in 1906 by the Banco ercant.l which was controlled principally by Simon
Patiio. In 1911 the Banco tir la Nacign Boliviana was founded which in
1914 was given the m,.inop,$ly to issue currency. 

The first. general bank: n,; law was promulgated in 1890. It was suc­
ceeded in 1928 by the general banking law drawn up by the Kernerer Mission
which is still in force today. At thre same time, in 1928, the Central
Bank of Bolivia was created which too', the place of the Banco de la
Naci6n Boliviana.. After the Chaco War, this bink was turned over entirely
to the State and in 1945 it was reorganized completely by a new law. This
law established ithin the Central Bank two departments: one, the Mone­
tary Department, which was civen all the functions of a central bank; and 
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capital and reserves instead of the seven times f1 1 'r]vioui2!y, For the
banks established after 1949 this ratio was set :t 3,1 times. It was estab­
lished, however, that credits available on the date of the decree as well as
those which w;ould become availablc as a result of the increase in the credit
margin would have to be invested in inlustrial projects. The mortgage banks 
were obligated to invest all newly available credit in construction and im­
provement s, 

Industrial Credit
 

A decree of July 1954 authoriced the private b'nks as well as the BankingDepartment of the Central Bank to -rant industrial credit fur the development
of production. This credit could. be ziven for a neriod of ei-ht years. The
decree stipulated that for this nur'ese the banks may'I, c'o up to over ,ad

above the margin es-tab ished by the decree of iMy 1953. In addition, the
 
private b-nks u-ware obliated to invert within twelve 
months 20,-j of the totalof their loans outstndin-, on AF-1I 30 of thit y,-a" into industrial credit
and within 24 mcnlfhs a,the' 20 f,; th~t in the period of t-ro ye'w.-s from th tdate 40,i of the credit 'rnted by the banks in riuestion as of Anril 30, 1953
 
would hv,:, to bc trantform(d into> inr,trir 
 aredit. The interest rceto for
industriil loin,- ws fix.d at 7 -,n-1 -L) lo-eniin7 on wheth'.' 'Iori.ntlc raw 
mterial., wer,, uc-,d or not, 

The comnnercial backs we," authorize, t,) -rant cridits ith deferred
amorl.ization so th-t the bororcti, would pry (only interest in case of the
establishment of a new industry which would recuire a more or ]ess lon,er
period bef rc it .-oult b-come pro.uctive. The provisions re-arding industrial 
credit d- not anply to thosCenterprises which h'ave a capitol in excess of 100million boliviane- in which ease credit can only be -r-anted ith special ncr­
mission ,...t nrtary D <prrtment cf thc Central Panko This authorization 
of the 3entrsl 13ink is Io nPe:3sar'y in the case of credits in excess of 
four million bhlivianco. 

or t Crc' itfor New Construction 

The came decr,.e of July J954 authorised the mortraye banks to increase
 
their lc'ns ,ut::t-rdin
 g a.s of An 'fi 30, 19,3 b 30, in order to make loans
for th,, can:riut-,ion an mint-n,,en f 'uii(iinrs. In the -ase of a credit

in excess of 'our in bolivi-n.s, ;r'ante durin the sa-'e yea!' to the
 
same per in, the nuth-'i-satier 
 cf th- C-ntral aink is again necessary, InDecember 19f4 anothir r,, ed.. incr-, the marin of credit which cowl- be

gratntei 1,y ill banks by 10,' whi,'h 
 in Febru-ry i9,5 was aain increa:ed by 
10,,- f'll,:-d by 10oth.0,, increase in Ifar-.:'h 1955, thus makin- a total of 
60,. 

Co rr-,,r iai_ -i t, 

The coixn- rci-il bnk e=,tab-ished since July 1954 may only rant co­
mercial credit up to 1001 ,o the : o,; I s received f rom the paublic while
the retst must bi plaed as an lustrial cr-2dito in October 1955 another 
decr l-,crib.., th t rh,: h.t ten a mci lan trm ,!eposits :hich the
privat, b-,anls ind h, ' nkin- D ,,rtront (-f th Central Bank must main­
tain in th. Pon,-et. )-piJr,-nt -)F th , latter must im-unt to 40'1-
 of all
deposit,s (instc of the 20, for :hort t,rri an! 10,i'. for lon- term de­
posits which .a. fixed previou sly) . Ewo decrees of 1larch and April 
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the other, the Bankinq Department, which was liven a more or less commercial
and industrial function. The ori-inally paid-in capital of the Central Bank
 
was Bs. 50 million, divided into shares which are entirely owned by the 
State. 

In 1936 the Hininq Bank was established with contribu.ions from the
 
government, from the 
Central Bank and from private persons. In 1939 this
 
bank became a state bank with the Bolivvian Government as the only share
 
holder. The principal object 
of the Mining Bank was to 7ive credit to the
medium and small sized private min,7 and to purchase their minerals. In
addition to this it provide! machinery and eoui'-ment, and sold the production
of the private mines abroad. 

In 1942, the Ariculturl Bank was founded which was reorganized in

1954. This bank is also a state bqnk -.hich is intended to operate as a de­
velopment bank, Its principal functions are to 7ire rural 
credit, to ore­
mote the organization of coeperAtivq, to orl'nizc the purchnse of rice, rubber,
Brazil nuts, hides an- leathr, coffee, lumber and other products as well as 
to provide the farmers with see1, fertilizer an- mchinery. One important
channe in the bn's nctivity conatitur,,nn the rcent establishmont of a branch 
to hanle supervi ed ,cr-iit 'thich uwa ny'liniz. in cooooeaion rith Point IV. 

In 1942 the 37nco Popuir 1l Pri ectabli~hd A subsidiary in La Paz,

wdhile in 1954 the 7ance Po ,lir 3nlobo-[,liviano, a subsidiary of the 23nco

Popular Io Colombia, started itq Activities in this city. aeeently the

Banco Co nvircial n !dustrial win ostablished as .a subsidiary of the firm
 
of Decnk and Co. of 1::w York.
 

Credit 

After thu reorjqnization of th, Central Dank in 1945 the drastic changes
which took place in th, Doliian economy as well as the necessities of the
 
7ovrnm nt's monetary pclicy renuired " numher 
 of no: lea mensuves which 
were lictate princir-'Ily in the fcr, o decrees. ,y decre' of 1945 the
legal resrvs w-re. Pi-d at 30,; Y th phort-term "erosits and at 15, of

the long-term deposit,. After n number if 
 further chann;s, another decree
of April R, 1950 Fi'c, 1 th:s c111 -se!,-ves it 201 an" 1_01 resp-.ctively.

In December 1949, t- uapacit;,y oW the banks to receive depositq wag fixed
 
at seven 
 timis their c-i.-in cad0.i and reserveso 

\ decrep of :ay 14, 1953 established ns the limit of credit which

could be -ranted by th, banks the total "'ount outstanin-7 on April 30 of

that y,' r New creliks could only be mate nvilable from the amortiza­
tion of crpdit; rnnte- p-inr to this Ante. The samn decree established 
,hat all drciosits which exceedid the caoitcl nd reserves o the com­

mercial honks by seven Limes would hive to he 'Ieposited in th- onetary
Departaei t of the Cntral Bank. Furthminare, the reserves of the private
banks in the Zonetary Du :'-'tment o' the Central '3ank woiili have to be at 
least 20 ind I0. respctiv.,ly for ,hort-tcri on ! lonq-tern deposits
withoult takinn into considerntion their cash position. It was decided 
further that all loine or discounts made by the private banks to one 
sin:le firm hi&h were in ,xcess of two million bolivionos would require 
a special iluthorization if the onetary Dcpartmcnt of the Cntral Bank. 

A May 1955 decree allowed the Dankin.7 Department of the Central 
Bank, and the private banks which were established orior to December 22,
1949, to receive deposits from the public up to ten times their paid-up 
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1956 respectively created an annual tax on credit operations as follows:
 

a. Agricultural credit 
- 2% annually
 
b. Industrial credit - 4' annually
 
c. Commercial and private credit 
- 8/ annually

d. Loans from the Mining Bank - 2% annually
 
e. Loans to bank employees - 4% annually
 

These taxes - particularly in the way they are being applied ­ constitute
in reality surcharges over and above the bank interest so that at present
the real interest for the borrower is as fnlows:
 

Bank In-
Type of Credit 
 terest Rate 
 Tax Total
 

Agricultural credit (machinery) 
 8 2 
 10
 
12 2
Agricultural credit (supervised) 14
Agricultural credit (for development) 162 2 18:
Industrial credit 
 15 4 
 19
Commercial & Private credit 
 21 
 8 29
Mining Bank loans 
 6 2


Loans to bank employees 161 4 20 
8
 

Banking Policy
 

Traditionally, the policy of the Bolivian banks has favored those
 persons who had sufficient property to offer real guarantees while the
Central 3ank has at times favored certain people for political reasons.
In spite of this, however, its new loans as of October 1955 are composed

as follows:
 

Thousands of Bs.
 
Loans with personal guarantee 530,882

Loans backed up by mortgages 
 1,038,284Loans backed up by other securities 
 369,754
 

Total 
 1,938,920
 

Of the 1,939 million bolivians granted as new credit by the Central Bank,
1,408 million bolivianos carried real guarantees, or about 72.6%.
 
The new loans of all the credit institutions of Bolivia during the
 

first ten months of 1955 excluding the Central Bank were as follows:
 

Thousands of Bs.
 
Loans wif., mortgage guarantees 
 300,399
Loans guaranteed by third parties 
 61,570
Loans with other security 
 89,631

Loans without guarantees 7,063
 

458,663
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the miners and some groups of organized labor, this policy is about to wipe
 
out the small middle class of Bolivia which after all is practically the only
 
one which has the necessary education and management ability to give direction
 
to the country.
 

Undoubtedly, the present policy has contributed to a certain redistri­
bution of wealth which was indisoensable for the further economic development

of the country. However, it may have redistributed some of Bolivia's wealth
 
into some rather dubious hands and, furthermore, it has also decreased the
 
total wealth of the country so that even some of the above mentioned groups,

in soite of a relative gain in position may be worse off than before.
 

For exqmale, if we take a look at industrial wages, we note that while
 
the cost of livin- in the city of La Paz increased 20.4 times from December
 
1951 to June 1956, industrial wages went up only 16.7 times since that date,

and salaries, 9.7 times. 
On the other hand the exchqn e rate of the dollar, 
representing to a large degree the speculators' flight capital and the activ­
ity of the merchants xrho are forced to buy dollars all the time after the sale 
of imported -oods in order to protect themselves against the inflation, went 
up 35.2 times during the same period. 

From the few availnble indications it would seem that agricultural wages

have kept up with the inflation. However, this q-noars to have been of little 
benefit to the economy since in man- cases the peasant prefers subsistence
 
agriculture, being his own boss, to iorkinc for some large productive agri­
culturil enterprise. fhe case of Santa Cruz is instructive in this respect.
Agricultural wages in the area have increased sorie 40 times since 1952; yet
the firmer his to mechanize since he cannot obtain the necessary help to cul­
tivate the land.
 

The lee,1 afor Freer Economy 

In tod'-r's Bolivia we face the anomaly that throu-h many ingenious de­
vices anl controls, it is tried to bring about the effects of a more freely

convertible currency writhout leaving things free. If this is the case,
why not admit-this necessity nuite openly and do something about it, par­
tic :larlv since such a move is inescapable any,,ry? Any further delay will 
only increase the unhealthy gap between the official and the free rate of 
exchatn-c .dth wel].-knvri and disastrous consoq1ences for the Bolivian 
economy, irante,l, this would not solve all of 3olivia's problem since the 
basic cause is of a social nature. However, it would certainly reduce the 
present speculation and contraband ictivities and -ive more of an incentive 
to the honest oroducer. ',Ihile such a move would expose olivia's real 
poverty more squarely, it would also show the c'iuses fo- it in a more overt 
manner so that somethinr cold be done about it. 

'.;e are far from sayin- that monetary mrcsures alone can cure all the 
ills of Bolivia, because they cannot. Wh't monetary measures can do, how­
ever, is to create the conditions which must be present before one can be­
gin to think about attacking the lack oC production. At present the 
Point IV effort in ariculture is bound to be rather ineffective as an 
attempt to increase inriediate production; the same is true with respect 
to any effort to build up sound private inlustry or mining, since the 
basic conditions to encourage production are not there.
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Price Control No Longer Effective
 

The present policy has been defended on political grounds inasmuch
 
as it is supposed to keep the prices of basic food items low, thus helping

the poorer classes which otherwise might cause trouble. While this may

have been true at one time, it is highly questionable as to whether this
 
is still the case.
 

In view of the importance of this point in connection with any stabili­
zation plan, this problem has been analyzed in somewhat more detail in Chap­
ter VI dealing with consumption. 
From this it is clear that only a compara­
tively small number of people are now receiving these commodities at con­
trolled low prices while the rest of the population has to resort to the

black market. The people using this black market are largely city people
since the rural Indian oopulation is either on a subsistence basis or is en­
gaged in direct barter tr-nsactions. What actually happens then is that 

relatively 

a
 
small number of people - not more than 400,000 at the most - who are exactly the ones who must be wooed politically, such as the miners,

factory iorkers, political elements, etc., receive a certain quota of basic
commodities at low prices which they can dispose of at a large profit to the 
general public. 

To illustrate this further, we may take the case of rice. The price
of rice placed at La P-Lz is about $130 per ton which, at the official rate
of exch',nge, comes to 3s. 24,700. The Ministry of Economy sells this rice
 
to 
certain -roups such as the ining Corporation for Bs. 66,304 per ton

and to other distributors for 13s. 114,000 per ton. The distributor who

acquires the rice at Ds. 114,000 
per ton is supposed to sell at the official 
retail price of 3s. 130 a kilo, which comes to Bs. 130,000 a ton, leaving

a profit of Ds. 16,000. However, the same rice sold in the black market

would bring Bs. 650,000 a ton which leaves a profit of 470b. In this case 
the loser is the general public which pays an exorbitant price to the 
middleman who in turn is likely to protect this profit against losses from 
the inflation by buying forei-n currency.
 

The above figures in themselves would 
seem to explain the continuous
 
long bread lines in La Paz and other major cities while a large part of

the ponulation, which cannot afford to stand in line for hours, buys at
the black market. This market has taken on so much of an official char­
acter anyway that its prices are used to comoile the monthly cost of 
living index prepared by the Bolivian BureAu of Statistics (Direcci6n 
Nacional de Estadistica)° 

ive certainly do not underestinate the importance of "political im­
plications" which have led to the present situation. Yet the present

policy, based on political considerations, cannot be maintained indef­
initely anywuay. It is not even buying time since the c zonomy is dis­
integratin7 more and more every day, as a result of this policy. Every
day some machine, vehicle or vital part breaks down ithout being re­
placed. Although this process has now been in full sw¢ing for some time,
the disastrous results to the Bolivian economy will only become known 
in three or four years from now.
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public is able to buy at official prices, which percentage seems high as
 
shom in Chapter VI, we may calculate the following average prices for the 
products in question (taking the average of official and black market prices).
 

Commodities 
 Realistic Price Now
 

Bread 
 Bs. 65
 
Flour 
 447 
Rice 
 390
 
Sugar 
 173
 
Meat 675
 
Vegetable Oil 
 500
 

Converting the prices of these major commodities into an exchange rate,
 
we get the following picture:
 

Import Price Average
 
in Dollars Realistic Exchange


Commodity (Placed at La Paz) Sales Price Rates
 

Flour 0.137 per kilo 
 Bs. 447 Bs. 3263
 
Rice 0.130 " 390
" 3000
 
Sugar 0.102 173 1696
 
'eat 0.40 " 675 972
 

Vegetable Oil 0.422 per liter 500 1185
 

From the above figures it is clear that a free exchange rate for the
 
boliviano might have less drastic effects on the general public thnan 
are

SOmetines feare-] since a large Drt of the Bolivi'n populbtion is already

living at an exchange rate which is far from the present official rate of
 
Bs. 190 to the dollar. Cce we start includin- other items, such as clothing,

which aro rot nvailable at controlled low prices, the situation becomes even
 
more convincing, 

On the othr hand, it is equally clear from tnese fifures that the con­
sequences of such a move could be quite serious for certain peonle. Raising
the price cif bread from a black market price of Bs. 100 to Bs. 159 is no
simol? rntter, i aising it from in official price of Bs. 30 to Bs. 159 is so 
much ''orse, The same can be said about meat. 

Th po7sible weakness in the above reasoning is that in this report 
we h-v;,s mel the parityv rate to be around Bs. 4,000 to the dollar. This 
was ,,n- on the basis of Ltatistical material which was rath-r inadenuate 
for the purnose of makin7 such a calculation but which constituted the best

availabl, Thus, the actual situation in a free economy could be worse. 
It
 
certainly could not be better. 

i1djustrnent of Salaries 

On the basis of the fi-mres mentioned above, it is obvious that the 
change waiii be quite drastic for certain privileged groups who receive basic 
food items at low prices such as the miners, factory workers, and in general
those included in the above-mentioned cate,ory of 400,000 people who are most 
important from a political point of view. As a result the change-over to a free
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An .adequat'e exchange irate.-for the' dolfar 9ould give th~~vr erva 
incentive, to' on' its operating -costs as 'Well,'as ,to Ideritye moe noef 
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WhaaBalanced Budriet Miht''Look Like >' ':4 

~~,Ii 4SIn view of the terrific 
1 41 

distortionf he Bolivian,aconomy because of
~'all. sorts-"of controls" anid hidden: subsdies'it is,of course,' impossible 
 tofo~r666e alZ the' chageswhich~would take'they the intrdductjr'i a 
completely fr. e rate, of exchne. :0e~I~~fis 

~ be: to ~s whdt'-the :b'udget ight' look like~ns'h igaton. Of"'lz oulde
in&free economy,'thepresent distinction between 'the' nationaL.budget' ni
~,local cu rriy) and' the,.foreign . xchan~ge budget.iwouldjlose al ,'iportaz'e.


2; since' the, two:would merge.it one. Hoee., in odr"'tohow~te:'e ts.of a new policy obn'th, present -situation miore .c2learlY,,we shal:eratr 
4 >try to' 4analyze'each one sepairately., It will1, ,of ,course, 1be, clear- 'fzron',he 

,'start that this jprojection is completely: theoretical -since .it',has no' prpoe
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4

Slem could be, ' solved. 
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Mj~ining Corporationi M~~'--0 000"000
 

Agri ultzral Exports ~ ~p~ o9Oob
jYPFB, 
 ~ -- ,-~ 6YOOqooo00SGov6rnent and Others IK~ 
 -- -5Q 9 
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 20,00000
 

Mining 'Corporationj 

(Thi table is~continued on-next age),2 
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Tal, kx?;giing the actua forei, exchange: 



Pro ec edIn omfe Ind ,'c endi'uraI SD ars)0 4IrmPg 

n 06a: 00us' 17,O 
.EpliatonCst. 
 14 90,poo00
 

,.IndemniZ tion of, pirevj ,;owners 
 >L- 00 0 38, 0 

3e1 43 5 

M4ach'W1 2Ivestments 13000,io015dP00 
 0 
YPF3' 

Government &M~unicipalities

Ministry o~f Econoy ~Cmmerce'~&. Industr '00
 

g>Other1inistries 
 ryd Av2QQ,,p',LloydAereoBoian <0,O~Railroads'5 
 '>ji 3, 009 
-r~ae~Enterprises >3000:;o00Bolivian Development Corporation ~&> 

3~ 
~900External. Debt. (Amortization and Interest) W>2, .. 00,00! 

.Other 
 L 900 ,000 
,,, Total 141,500; 000 (DO,0Q 

S The above figures do,riot contain Bolivia'squttob nri e as a,­y~buffer stoc'k under the.international tin agr~ement,
Sis 

since this c'ontributionhof an exceptional nature and,-teeoe wu4hv to d' 
nd's.oal ~~~r io was.. g ven to the fact 4th~t the ,~Price of wolfram wilbe'cut in half.,since- at this' point, it is to earl-y to0j>udge wha.t will be dione about this~problem. 5' " 5 
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will want to get out, or from those who have been sneculatin,7 in foreign ex­
change.
 

If successful, however, the move into a free economy couild be c-uite
 
spectacular for it is estim'ated that with a bit or luck in the 
 form of new 
United States investments, the beneficial effects of this policr -(DlIld be
 
felt within a period of less thin two years. Some agricultural exports such
 
as Bril nuts, rubber and coffee (from alread- avilable pl ntings) should
 
increase almost i-miediately While others, such as cacao, 
 wouli require a
 
lon'er )oriod.
 

As a, result or the broadening of the foreign exchan~e market, the present
fluctuations in the exchange rate of the boliviano woul1 largely disappear.

Because of increased confidence andJ incentives, very substantial 3mounts of
 
flight ca itil could 
 return and start lookin- for a profitable investment.
Labor would 7ain as a res It o' increased pno 'tucion as is alrea, cremonstra­
ted cl-arly in Santa Criizo Extremely hi h import taxes on certain articles 
would limit the importation of luxuries. 

\ '.Jorld Bank loan, while still not very likel', would at least become a
 
possibility which 'oul-i be discussed, which 
 is at present not the case. The 
*,overnments income from taxation is likely to become larger as the economy
 
expan Is under the ne%, stimuli ,:hile the gradual gTain in real income of the 
w'forker would lend more srability to any gov-rnment. 

Finally , the indirect appeal to markets created by a sound financial 
policy - -as contrasted with the present system of immYediate direction - could 
accelerate progress in almnost geometric proportion. In other words, after an
 
initial period of a year or two, which might be most difricult, Bolivia would 
again bezin to see a future. 



ANNEX TO OHAPERIII 

6e FinanciaOroloica Re of Rece6nt and Monetar Policies 

The Inflation 

t", Infl~ation i s not new~ to Bolivia since a gradual.processoof inf lation
 
started(right ~at e .in
CacoWaiwicupe ebak1.e socaJ n.
 

ethial' va16es in Boliwn 
 y~st
 
7ts~anu1 dmaf icit s with--Ians~fromt~ 'hCentrai.ak-:Th-(ei esenlt ,1'n-avay,7 
i'nflatio is-new,' owever. It is' aIdirect resuIlt ~o'oer-7spen n -wl 
asiof' the actiites- orther the'lack of .themL- of both the Iining. _ 

an~h Mini k< These two: instit i~6s togth~e with 
Ya Jcmeto erlieo iscales 10 livinos, 'the nati'onal petroleumage 
ar tday practicall1 r the only sor e hc rdcefr6ig necagne _0~dco 

Eve snceth thrteswhen the boivianowa s quotedamidl Bs,
 

rate had been in'force for about ,t,',years, for the purchae'of< ~ ngei

~change by the mines'a l"ar rte-sl'o h aeb h StategnAx

~the same tUime the ratW~of Bs. 10 ot,6"ol was fixed for. the purch~ase~

'of foreign exchaige by.~ producer o~f animhy 1d and gricltra'produ
 
as an incentive to increae &production, as'well as~ ffr jhipration' ofct
 
certain merchandise. 'Since the nu ber of .ere an eouisise
 

t
during the yrs 1952-1956 ini the ,financia-.'sphere is rather' imipressive, 'it
 
~seems best~to,,refer~to the respective action ini choooialodr
 

Year 1.952~
 

iErl~n
1952, in order~to faiiaethe exportation of, low gradeiin­
erla barter rate of-Bs.% 130 t~o the dollar w~as czreated. Anybody; who ex-,
 

:port~d~miiierals of the indicated categories could imp~ort mei'chandise ,at

thatrate. Atte same, tirne~there iwas created a differental'~ ecae rate
 

of1O~tthe~s. ollr~w1hich was' appli!cable to 10%of~ the' expo~rt's of

Mining Banik for' the of bosting the pro43Ictioh' of thie small
,same,.purpose 


and, medium. sized mines.: In 'Janiuary the 7free, ratewas a'ond Bs.-'190to 

own foreign exohange, i ihiThr elity a!asacquired. att'he free,-aeti
 
exchanige rate acquired mo or l'ess the general, acceptance 'InApri1
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operated at around 9, to -tedoilar,so that in reality there were-eipht,,' 

A different typessof exchng rae. ,. 2'' 

Aloi aur h reserves of the, Central Bank ~were,,around U~ S 1
 
$'3 milo whl onyi irc~lation aounted to Bs. 6. io~in~ s ~
 
'Tabl~VI of 4St'tistical Supplem~ent),~j
 

,:ranklin An ezana.,Paz, Presiden -,Central Bank f &ivia , Oli­
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were applied jointly, the new decree merely increased the CIF su-charges
up to a point where the application of the"revertibles"' becomes 
 unnecessary.A decree of November 1955 had eliminated the CIF surcharge for -.1 imports
made with foreign exchange received from exports, establishin' that this
type of merchandise would be sold at the free rate. 
 Naturally since thissmall amount of imports cnuld not nossioly fill the demand] of th." loc.1lmarket, the same merchandise would be imported writh official exch'inse sub­ject to the CIF surcharge. For this reason the March decree established

that the price of merchandise imported with official exchange wnuld bebrought up to the same level of the one bought with foreign exchange re­ceived from exports. In other ,,ords, the "revertible" wontld again be ap­
plied to these cases.
 

By supreme resolution of April, the new CIF surcharges were fixed.
The most essential articles remained without a surcharge while 
other rroupsof articles must pay surcharges over the CIF value ranging from 50% tc
3000%. 
For the moment the new CIF surcharges replace the "revertibles" inorder to bring up the price of articles imported with official exchange tothe world price level, However, in view of the galloping iri'lation it willbe necessary to readjust these surcharges within a short time in order to
maintain these prices at the world level or else to reapply the "rever­tibles" for the same purpose. As a result of these reforms, there Vrill beno greater income, Simply the amounts which previously were deonsited in
the account of price compensation in the Ministry of Economy will he col­
lected by the Treasury.
 

The Minister of Economy calculated at the end of 1955 that the income
resulting from '"revertibles" during 1956 would be in excess of Bs. 
20 bil­lion. 
 On the other hand, the income from CIF surcharges for 1955 wll
probably not be over Bs, 105 bil'h"on, which will not increase gr,atly durin­1956 if the previous system (separation of the "revertibles" from, the CIFsurcharges) ,rill be maintained, particularly if one takes into account theincrease of imports bought with foreign exchnge obtained frm
Which -re not tsubject to CIF surcharge. Ther'efore, the income on accountof CIF surcharges during 1956 may be calculated at an amoint between 3s.30 and 35 billion, As we see, this figure is barely 1/3 of the amountwhich it is estimated would be paid as a bonus to the inint Corporation
and the M.1inin- Bank for dollars sold to these institutions. 

A decree of July 21, 1956 changed a-ain the regime coverin_, compen­sation transactions which had been set up by the decrees of March 31 and
November 3, 
 1955, to stimulate both agricultural and mineral exports.
 

By far the most important financial measure of 1956 is the creation
of the Monetary Stabilization Council which wvs established by the de­cree of Auust 4. The decree pr-)vides that the Council shall- be headedby the President of' the iepublic and the Minister of linance who shal].act as its President and Vice-President respectively. 
Other members

of the Council are the Foreign Minister, the Minister of Economy, the
Chief of the Planning Commission, the President of the Centra:l B-nk,, 

,
an Executive Director who now i!s
an American contracted by the Inter­national Cooperation Administration, an a Secretary General, The de­cree pru;ides that within 30 days all the inistries and other auton­omous or s'imi-autonomous government agencies must se,.d in all their ac­counts covering the past four years indicating rates of exchange used,
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IV. EXTERNAL POSITION 

Foreign Trade
 

As is well known, traditionally Bolivia has covered nearly all of its
 
import requirements with the sale of minerals. 
This process started in
 
colonial days when fantastic amounts of silver were exported from the
 
countr,r. For instance, the city of Potosi, located at the bottom of the
 
famous Cerro de Potosi which was made up of vast amounts of the highest

grade silver ore, was already a flourishin, city by 1560. After hundreds

of years of exploitation, however, many of these well known mines are now 
gradually becoming depleted. 

.Exports 

Durin 1955 the exoort of minerals accounted for around 965 of all 
exports of the country. Of this total, tin amounted to 56,. In the same 
year petroloum i'ppeared for the first time as an export item on Bolivia~s
balnce of tra e. Details of Bolivia's mineral exports may be founI in 
'Table :ciof the Statistical Supplement. 

The followin7 table lives an indication of the relative importance
of the exnort of minerals from Bolivii i_/ during the past fifteen years. 

ineral Exoorts 1940- 1955 (in percentages) 

Proluct __40 741 :42 243 :44 145 746 747 2/43 249 '50 051 '52 753 :54-155, 

Tin 
Wolfram 
Lend 
Silver 
Antimony 
Copper 
Zinc 
Other 

73 
7 
3 
4 
5 
3 
4 
1 

73 
9 
4 
5 
4 
3 
1 
1 

69 70 
12 13 

3 2 
5 4 
6 5 
3 2 
2 3 
- 1 

73 
14 

2 
4 
2 
2 
3 
-

82 
4 
2 
4 
2 
2 
4 
-

80 
2 
2 
7 
3 
2 
4 
-

73 
4 
5 
5 
7 
3 
3 

1 

72 
3 
9 
5 
6 
3 
2 
-

74 70 
2 3 
9 11 
5 5 
4 2 
2 3 
2 6 
2 - 1 

64 62 69 66 
8 10 11 14 
8 8 6 6 
4 4 4 4 
5 3 2 2 
2 2 2 2 
8 10 5 5 

1 1 1 

59 
16 

6 
5 
2 
3 
6 
3 

100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 

As may be seen, the importance of tin has been gradually declining
durinV the past few years, while exports of wolfrnm h v been increasing. 

In 1954 about 59 of Bolivlas exports went to thq UJited States,
to 3reat Britain, and 1 to Argentina. Trade ith the rest of the world 
accounted for the remqinini " 

['ho origin of Bolivia's principal exports for 1955 was as follows: 

_/ Source: Table XXI
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The most substantial innreases took place in the importation of sq&r, rice
and wheat which may be attributed in part to contraband trade (reexports),

in these commodities.
 

Balance of 
Trade
 

Until a few years ago Bolivia's exports were generally expanding, both
insofar as volume as well as value are concerned. After 1952 there was a
considerable decline as may be seen from the following table:
 

Balance of Trade: 1940-5 =/ 
Year Exports Imports Balance Exports Imports 

(In Thousands of Dollars) (In Thousands of Tons) 

1940 
1941 
1942 
1943 
1Q44 
1?45 
196 
1947 
1948 
1)49 
950 

1951 
1952 
1953 
1954 

49,82899 
60,6497 
65,656,8 
81,600,6 
77,553,8 
80,431,6 
73,650,2 
81,429,3 

112,825,9 
102,970,3 
94,072,4 

150,646,0 
142,106,9 
124,522,1 
103,694,7 2 

20,378,0 
27,747,2 
33,234,8 
39,177,1 
37,451,3 
40,369,8 
51,365,6 
59,557,4 
68,735,8 
78,359,4 
55,842,7 
85,837,6 
92,620,A 
68,006,2 
65,483,1 

29,450,9 
32,902,5 
32,422,0 
42,423,5 
40,102,5 
40,061,8 
22,284,6 
21,871,9 
44,0?0,1 
24,610,7 
38,229,7 
64,808,4 
49,486,5 
56,515,9 
38,211,6 

177.9 
193.7 
198.6 
225,7 
198.9 
202.6 
192.9 
201.6 
244.8 
222.7 
216.7 
251.8 
257,4 
213.0 
182.2 

264.3 
375.7 
364.8 
329.3 
355.5 
325.1 
310.0 
303.3 
326.8 
328.4 
253.0 
325.0 
353.3 
333.5 
292.01955 202,375,0 2/ 84,39090 1/17,98510 
 n.a, 287.2 ,/ 

it is interesting to noe that from 1900 until the present date, withthe excention of the year 1921, Bolivia has always had a favorable balance
of trale which makes up at least to some extent for the substantial pay­ments vhich the country must make on account of invisibles which constitutesuch a hinv- burden on the balance of payments. These figures clearly show-th nco! for q substantial increise in exports as well as for a greatereconomric divesrification to cut down imports. 

A-veqjPrqe Agrecments 

Tn naccordance with the policy announced in 1936 by Foreign Minister
Luis Frrando luchalla, Aolivia has tried ever since to expand its tradewith neighbjorin7 countries. 

the 

This policy has become more important withconstruction of several new railroads which now connect Bolivia withboth Argentina and 9razil. Furthermore, recently a pipeline was con­

_/ Source: 1940-50, Banco Central de Bolivia 26a, Memoria anual corres­
pondiente a la gesti6n del aio 1954.


1951-55, Direcci6n Nacional de Estadistica y Censos
Excluding monctnry gold

Approximate figures
 

/Id 

2 
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structed to the Argentine while the construction of another pipeline to
Chile is a prospect of the immediate future.
 
During the past few years Bolivria has entered into the following trade
 

agreements:
 

a. With Brazil
 

In December 1953 Bolivia signed an agreement with Brazil amounting
to some US $4 million. The list of Brazilian exports contains sugar- raw
cotton and processed cotton. Bolivian exports would consist of tin concen­trates, rubber, and lead ingots.
 

In 1955 Bolivia committed itself to sell to Brazil about 6,800
barrels of gasoline and 1400 barrels of kerosene monthly, which would be
placed at Santa Cruz at a price of US 114 and US 10.7 4
a gallon respectively.
After July 1956 these exports will increase to about 13,333 barrels of gasoline
a month. 
It appears that deliveries of gasoline and kerosene have been
normal from August to December 1955. 
Early in 1956, however, exports to
Brazil were stopped for some time due to the fact that in December 1955

'3ome floods of the Rio Grande paralyzed the railroad transport from Santa
Crui to Corumb4 which, as is knowm, will become normal once the bridge
across the Rio Grande w.
ill be constructed.
 

b. With Argentina 

in 1954 Bolivia and Argentina signed an agreement fo-. an economic
union 's a result of which some duties, taxes nnd other cormmoeciil restric­tions were to be eliminated. For this purpose, lists of products have tobe pr,-rpred which will be exempt from taxes. The merchandise in question
is to be q-uoted in dollars and must be pail in accordance with the foreign
xch::n7 regulations edsting in either country. Both countries were toopun a reciprocal credit of US $3 million and the excesses over 'his figure;0-u]d be paid in free dollars or in -old. 

The agreement has been dravn up for a period of three years, after whichi , miny be renewed. During the middle of 1955 some modifications were made.
The ,nticipated cormercial exchange is now set at about US $10 million aye"ir. The principal exports from the Argentine are: cattle, wool andVw.ious manufactured articles. The principal exports from Bolivia arepetr aleum, tin ingots and quebracho bark. 

co 'ith Chile 

In October 1954 YPFB and the Compalia de Acero del Pa,1fico
entered into an agreement by which the former would sell monthly 7,900barrels of g soline, having a value of US $500,000. The Chilean NationalSteel Company 
was to export to Bolivia steel for the 
same amount.
 

In February 1955 both countries concluded an agreeoent for eco­nomic complementation destined to increase the trade between the two
countries. In November of the same 
ment 

year they signed a commercial agree­and approved lists for the exchange of products up to US $2.5 mil­
lion.
 



-62-

At the end of 1955 both countries signed a protocol for the con­
struction of a pipeline to Arica as a result of which it was agreed that 
Chile would have preference to acquire up to 1,000 barrels a day of oil 
payable in agreement dollars as well as an additional 3,000 barrels payable

in free dollars. 
In addition to this Chile would have preference to

acquire all the petroleum which the government of Bolivia may receive in
 
the form of royalties.
 

Bolivian exports of gasoline to Chile during 1955 amounted to US 
4436,676o YPFB also signed an agreement with Compa~ia Petrolera de Chile,
Esso and Shell Ltd. l/ to export up to 10,650 barrels a month of gasoline
havin a value of US $600,C00 a year which wrill be credited under the trade 
agreement. This new contract will replace the one signed previously. 

d. Uith Paraguay 

There exists a modus vivendi between both countries by which To­
livia will sell to Paraguay up to US $150,000 a year of gasoline in return 
for which Parnguay l, l deliver to Bolivia 50 tons of cotton from the Men­
cnit( production as well as nuebracho extract ann yerbo mate. In 1955 the 
c o'tz of' petroleum :3n'-1 its derivatives to Pnra'uay amounted to 1,970 
barrrls having a value of US $9,200. 

to With Peru 

At the end of April 1956 2/ an agreement between YPFB and the In­
tornaLrional Petroleum Company of Peru was announce] for the delivery of
 
re-u ar -asoline in accordance with which YPFB would sell 10,650 barrels

of ge~oline a month for Puno, Juliaca and Cuzco in the south of Peru. 
The
 
proctds of these sales are payable in free dol]ars which constitutes a new

fratuire since all the exports to Arqentini, Chile, Brazil and Psraguay are
 
tc b;c p,3id only in nominal dollars, i.e., at certain pegged rates.
 

f. *ith Uruguay 

In 1955 a trade agreement was entered into with Uruguay which has
 
not been ratified as yet. The agreement contains a clause for the ex­
ci',n-e of goods up to US $1,6 million. The principal Bolivian exports are
 
]uibr, a~nd lead ingots. The principal exports from Uruauay are wool and
 
rice.
 

0o With Yugoslavia 

In 1954 Bolivia and Yugoslavia signed a trade agreement which pro­
vide3 for the exchange of goods up to US $0.5 million. The agreement con­
tains the 
"most favorud nation" clause except for neighboring countries.
 
It has not been ratified as yet.
 

Actual Implementation of Trade Agreements
 

With respect to the various trade agreements entered into with Brazil,
 

1 El Diario, March 7, 1956. 
2/ El Diario, April 28, 1956 
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Chile, Argentina, Paraguay and Uruguay, as mentioned above, it has not been
 

possible to obtain any further details as to their actual execution.
 

It appears that the ones with Argentina and Brazil are actually in 
effect, the latter showing a favorable balance of about $640,000 as of June30, 1956 while the former showed a Bolivian overdraft of about $914,000
during the same month. The implementation of the agreement with Argentina

has run into some difficulty since Argentina does not have the transporta­
tion facilities to receive at its borders all the petroleum which Bolivia
 
can deliver through its newly built pipeline. To solve this problem is not
 
easy for the moment. It appears that Argentina has offered Bolivia to
 
construct a pipeline 
ithin its territory in accordance with the declara­
tions made by Bolivia's Foreign Minister quevara.
 

Actual exports of petroleum to the Argentine during 1955 have amounted
 
to about $1.6 million. Due to differences of interpretation of the agree­
ment, however, Bolivia's petroleum exports to the Argentine have not yet been
 
credited to the Bolivian account.
 

The agreement with Chile is also in effect. 

Foreign Exchange Income 

Bolivia's foreign exchange income depends largely on the price of tin
 
as .:ell -is the qnantity of tin exported. Table XXVIII I/ shows Bolivia's 
foreign exchange income by sources, while Table XXVIII-A gives all sales of

foreign exchange by the various exporters to the Central Bank during the
 
ye-. 1940-1955.
 

Thig table shows the drastic decrease in foreign exchan-e income re­
alizecd from activities other than mining (see column 4) which went down
 
frrrm US 46.5 million in 1951 to $1.7 million in 1955.
 

Table XXIX I/ shows all 1955 foreign exchange income by sectors cf
 
e
oductiono 

Tnsofar as the exports of petroleum are concerned, it should be noted

that YIPFT only sold to the Central Bank $113,400 instead of the US $6 mil­
]i-n e-timated in the 1955 foreign exchange budget. In reality foreign
s<les of' petroleum, products 

a r 
amounted to some $2.3 million. !Towever, a large 

0"rt thf, p-oceeds re.iized from the sales to Chile 'nd Brazil wIrs used
lo; imp ,.'ts hile the proceeds from sales to Argentina could not be used
b(-c'ause of a difference between YPFB and YPFA in the interpretation of the 
respectivw agreements concerning the price of sales.
 

The agricultural exports, estimated at US $3 
million in the 1955
 
foreign exchange budget, actually came to only $2 million (only
$1 million was sold to the Central Bank). 

Foreign Exchange Exnenditures 

The system of handling foreign exchanze was changed in 1952. Prior to
 

lV See Statistical Supplement.
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this year the exporters of minerals kept the foreign exchange needed for
the upkeep of the mines, payments of dividends, etc., so that they only
sold the balance to the Central Bank. 
 Since 1952, however, the miners
sell all foreign exchange received to the Central Bank (except for a
large part of the realization costs and indemnization to the ex-owners
which are deducted at the smelter), after ",hich they purchase again dol­lars from the Central Bank to pay for exploitation and part of the realiza­tion cost. This situation is shown in some detail in Table XXX of the Sta­
tistical Supplement.
 

As will be seen from this table, the amount of foreign exchange used
to purchase items for industry and cormnerce has been declining steadily.
In 1951 these sales amounted to $48 million while in 1955 they had declined
to U3 !,26 million. 
The reason for this is threefold. First of all, con­sumotion has been cut; secondly, the Ministry of Economy is now importing
Most articles of primary necessity, and thirdly, a large part of the basicfoodstuffs and certain types of machinery which used to be imported are nowrought ~into the country under the Unitf.-1 States aid pro7rnm. 

Table XXX-A of the Statistical Supplement gives a comparison of theincom-,' qnd expenditures in foreign exchange during the years 1948-1955.As may be 
seen from t.his table the largest deficit occurred in 1952 which
was an exception lly good year for Bolivian minerals, particularly tin,
as i resuit of the Korean Ular. However, it was also the year in which thethrce lar-e mining compnies were nationalized. 

Central Bank Reserves 

The re:serves of the Central Bank -.,hich at the end of 1951 amounted tosoma ,,O million decreased sharply in the followin- years as a result of
th 1 a]verse balance of payments. Table l{XII shows the 
 change

3Jicn of the Central ,-an 


-/ in po­
during the years 1951-1955. 

As may be seen from this table, at the end of 1953 the total of gold"nd foreign exchange holdings dropped to $?4.1 million; in 1954 to 3l1.9miIlion. it th(., end of 1955 they dropped to $19.4 million, and in June

l9,6 to "7o7 million. Total availabilities after delucting the bank's
obli-ations dropped successively to US 3R$12.5 million in 1953 and to $0.7
mill on in 1954. 
 1955 was the first yer (luring which the bank was
o,-ryting -it a deficit, amuntin7 to US $20.5 million in December. In
Jun. 1956, after some corrections wera; made, the negative bJlance was
 ro-uccd to i].3 million. The above mentione Icscrw include under
",us ts e2.5million which corresponds to 9olivia's quota in the Inter­n'Tionil Yonetary Fund, 
 ;:hile under liabilitics are listed US :,2.5 mil­lion which the Central Bank owes 
 to the Funl. Therefor(, Bolivia'squiota in the 1ontar'r Fund as wcll as the loan which the latter made tothe Hank ha-is been cancelled out nnd is of no effect on the bank's balance 
sh,ue t. 

Letters of credit pending liruilation went up sharply from only $5.5million in December 3953, to US U13.4 million in June 1956. Since letters
 

j_/ See Statistical Supplement
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of credit constitute no obligation until the documents are presented, itwould be logical to think that these obligations c-n be paid with income
received from the future exports of iminerals. However, this is only par­tially true since in the meantime new credits will have been opened whichare equal or superior to the previous ones. This is quite clear from the
incre so of letters of credit. This shows the serious problems which theCentral Bank has in complying ith its obligations. Like,%ise the increasein th- itein payments to foreigners, or collections outstanding, which are:l:2dcis.in- obligations and which amounted to $1.7 million in 1953, tore-ch '3 million in June 1956, is also a sign of the serious problems which
 
th, bank h--s to meet its obligations. 

_n any case, this deficit of the Central Bank cannot continue indef­init.-y Fince there will come a moment at which letters of credit will be?d-ili . ,ih so much delay that foreign exporters w.ill be reluctant to continue 
-,ce:-din7 thesec letters of credit. 

Th. outlook for 1956 is not very much better than for the previousyeTir3. Th'e Poreign exchane budget for this year shows a deficit of US
Y43o2 million and, taking into account American aid and credit, the deficit
"!~ich h-7 not been financed so far amounts to US 23.6 million. 

Foreign Exchange Budget 

?h'e 1956 foreign exchange budget projects expenditures of $164.6 mil­lion a; comparel with $141.. million for 1955, or an increase of 11"'. On
th, recipts side, income was estimated to increase from 
$101.5 million to 
L-'D,4 nillion, an increase of 14.7%. The increase of US .20.2 million is;u~d by increased expenditures in the various categories; for instance,
this year the Ministries with the exceptions of the Ministry of National
 crnrm~y 'rc expecting to spend 34.7 million more. For other 
en' ities this

increaso in expenditures over 1955 is as fellows: 

Commerce 
 $5.4 million 
Industry 3.0 
YPFB 5,0 " 
Development Corp. 3.1 " 
11ining Corporation 
 4.7 "
 ining Bank !,9 "i 
Other Enterprises 
 ].0 " 

Thr d-ficit went up from $42.9 million in 1955 to $48.2 million in
1_56 while the non-financed 
deficit at a time when the respective foreign:.X.<hn,,-: bu,1et was drawn up went up froin $17.3 raillion to "23.6 million
in 1 )56. Table XXXIV, contai.ning a comiparison of the forein exchangeI.-<c ts for the last three years mn y be foun in the Statistical Supple­
ment, Of course, in considering: the 1956 foreign rxchan',, butc't, itshsuld always be kept in mind that th-s is a mere projection based onwhat, is considered desirablP If no money is avail able the budget willh:av" t) be cut accordingly since, except for Eiirooean credit and normal
co'uncrcial credit (exporters .- importers), Bolivia is for all intentsand purpose.s unable to carry out any dollar financing. in view of the 
relafive importance of European credit to the Bolivian economy at this 
moment, we shall consider this point somewhat more in detail. 

Ir 
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-86775 
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Cia.Hiig'u~ ~ l~. 3a'chc de Bolivia9 

­

1 179,2 
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Gr 4nero'Venus--
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The 	above amount in local currency has been cancelled on account of the
social obligations, taxes, etc., 
owed by the companies which were taken over

by the Mining Corporation. Since the nationalization of the mines, the
Mining Corporation has been paying the following amounts (until December 31,
1955) as indemnity to the companies in question:
 

1953 
 US $ 395,707.63
 
1954 2,357,420.96 
1955 (approx.) 2,848,063.06
 

US $5,601,191.65 l/ 
As a result of this, the net balance in dollars still owed to the three

large companies under the provisional arranaement as of December 31, 1955 
comes to US $11,177,386.76. 

B. 	To Public Entities
 

(1) Export-Imnort Bank 

Principal outstanding as of December 31, 1955 US$34,407,232.41 2/ 

(2) Debt to Argentina 

By means of a protocol dated February 11, 1955, all of Bolivia's
debt to the Argentine (for the construction of the Yacuiba-Santa Cruz Rail­road an! other works) was consolidated and fixed at US $20,890,431.94. Since
this debt carries 3' interest, the amount due as of December 31, 1955, was
 
US '2,445,O50.58.
 

(3) Debt to Brazil
 

Bolivia'r, 
debt to Brazil on account of the construction of the
railroad from Corumbi to Santa Cruz has not been established as yet. 
 As of
December 31, 1955 the total cost of construction amounted to US
Y45,864 ,710.32. It should be stressed, however, that this amount may be re­duced :3ubsta.4 irlly dependlinrg on the exchange rate which will be used in the 
finl set1] -nCnt. 

Ac 
a reult, the total external deot of Bolivia as of December 31,

1955 is as follolw : 

i_/ 	 As of June 30, 1956 the amount of $9.6 million had been paid to the 
former owners. 

j 	 From thu US 44,70,0On of the loan for the paving of the Cochabamba-
Santa Cruz Highway, $2,392,801.03 had not been disbursed as of De­
cember 31, 1955.
 

http:2,392,801.03
http:Y45,864,710.32
http:2,445,O50.58
http:20,890,431.94
http:11,177,386.76
http:5,601,191.65
http:2,848,063.06
http:2,357,420.96
http:395,707.63
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Debt to private entities, incl. accrued interest 
 US $168,6O4,7OO.O0
 Uni6n Allumetiere 

367,813.71


Export-Import Bank 37,23.71

Public, semi-fiscal and private entities 
 34,407,232.41guaranteed by the Central Bank of Bolivia 
 22,646,443.15
Debt of the Mining Corp., on account of

nationalization 


Argentine Debt 	 11,177,386.76 
21,445,050.58Brazilian Debt (provisional) 

45,864,710.32
 

Total 
 Us $304,513,336.93 
If the 1948 agreement with the foreign bondholders could be imple­mented, or if a similar agreement could be made the total foreign debt of
Bolivia, as of December, 1955, would USbe 155,908,636.93. 

Prospects for the Future
 

On the basis of the above figures, very little has to be said about
the future. 
For 1956 income is calculated at US :M16.4 million as compared
dith expenditures of $164.6 million, leavin, a deficit of '48.2 million
which constitutes an increase of expenditures over the previous year of
14.1" and 1< over 1954. About P14 million of this deficit has been fi­ninced with Urited States aid already available up till June 1956 and
lO.W
6 milion with credit purchases, leaving a non-financed deficit of

US ;$23.6 million.
 

The income foreseen for 1956 is as follows:
 

Mininr Corporation 
 US $ 77.1 million 
Mining Bank 29.8Agricultural Exports 
 3. " 
YPFB 
 6.- " Gov't Income (Consulates, etc.) 
 0.5 If
 

Total 
 US $116.4 " 

Of course, this estimate could be subject to changes since petroleum
exports may not reach as hich as $6 million.
 

Furthermore, in accordance 
itltthe recently si,,ned International Tin.
Agreoment, 3 olivia would 'iave to contribute from October 1956 to March1957, 3.441 tons of tin to the buffer stock h'tvin< a valuie of rlor,.US $6 million 	 thanto be followed by a further contribution of some 2,0nO tons
hivin, a value of about US $4 million. 

Since the current contracts with the General Services Administrationfor the sale of iiolfram at substantially abovprice out 
a fi7ure the 	world marketdurini 1956, receipts from the salnruns 	

of wolfram alsolikely to lecrcase durinr 	 are
this year. Once the full impact of this is felt,
the drop in foreign exchange e-irninys on ths account couldlesser income 	 result in ato 3olivia ranginr, from US 36 - 8 million. On the otherhand, in the preseiit unsettled internation- situation, tin could go up

overnight.
 

http:155,908,636.93
http:304,513,336.93
http:45,864,710.32
http:21,445,050.58
http:11,177,386.76
http:22,646,443.15
http:34,407,232.41
http:37,23.71
http:367,813.71
http:168,6O4,7OO.O0
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The main expenditures for 1956 are constituted as follows:
 

Categrory 
 Millions of US $ 

Ministry of Economy 
 26.8
Commerce 
 15.4
 
Industry 
 18.0

Foreign Office 
 1.6
 
Ministry of Defense 
 1.3 
Ministry of Public Works 
 6.2

Ministry of Agriculture 
 1.0
Provincial Governments 
 0.9
 
Yacimientos Petroliferos Fiscales
 

Boliviano s 
 14.8
Lloyd Aereo Boliviano 
 1.7

Railways 5.0
 
Bolivian Power 
 1.0

Social Services 
 1.9
 
Bolivian Development Corp. 8.7
 
Minin7 Corp. 
 34.9
Hining Bank 12.8
 
Dollar Auction 
 1.8
Amortization of Credits 1.0 
Debt Services 
 0.5
 
Others 9.3
 

Total 
 164.6
 

During 1956 the dollar budget of YPFB was again increased to $14.8
million while the budget of the Bolivian Development Corooration was in­creased by US 13 million. 
 During 1955 YPFB spent $11,173,135 as compared
with the budgetary allocation for that year of :9,725,OO. As will beshown in the corresponding sections of this report, the increased expen­ditures of the two agencies 
are largely caused by a certain expansion
which could be shifted to private industry. Further cuts could be made inthe budget as shown in our projection made in Chapter III. 

Th, amortization allocation for European credit went up from $8OO,0ooin 1955 to '010, OJ)O in 1956. If the present policy of accentina Europeancredit should yearlycontinue, amortization quotas may start running ashigh as 04 to 5 illion a year which would exert considerable pressure on
the bilance of payments. 

Imports on account of barter agreements are also over-estimated since,if the 1inin- 3ank and YPVB would have exports of $3 and 5 illion respec­tively under current barter deals, this would only give imports of some $8million instead of the $13.2 million projected in the budoet. Since min­eral production (in tons) is constantly decreasing while agricultural pro­duction also shows a decline, it is obvious that the prospects for an earlyimprovement in Bolivia's h'lance payments slim.of are 

[opeAmidst Czlooin 

The only hopeful elementS in this picture are new prospects 
eign investment. It may be expected that after the new oil code 

for for­

is pa ,oed 

CL/ 
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as 
a law, several oil companies may decide to make a substantial investment

in Bolivia while recently a contract for -.
old exploration in the Beni
 
region was approved with another one pending consideration.
 

On account of these prospects, an amount of new investment of 
some

$10 million duringm 1957 would not appear to be out of the question. Since
this investment will be largely in the form of machinery, however, the ef­fects on the economy will not be felt until several years later, which
 means that in the meantime United States aid and Bolivian belt-tightening

will have to fill the gap. Furthermore, present prospects for new United
States investment are contingent upon a more or less stable political sit­
uation.
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and trade agreements, as well as to certain imports of machinery for in­
dustry and commerce which have received previous approval of the Direcci6n
 
de Industrias. Industrial firms which do not request official exchange for
 
their imports are permitted to sell at free, uncontrolled prices. From the
 
above it is clear that the above system constitutes in essence a return to
 
the compensation transaction as it existed prior to 1953.
 

The export of minerals remained in the hands of the Mining Corporation
 
and thu Mining Bank. However, in the case of these exports the need for in­
centives became even more urgent. As we saw, in 1954 the Mining Bank started
 
to pay to the medium and small sized miners a premium over and above the of­
ficial exchange rate of the boliviano which operation was largely financed
 
with credit from the Central Bank. A similar procedure was followed in the
 
case of the Mining Corporation.
 

In March 1955 these production premia were increased so that the private
 
mines actually were receiving Bs. 800 to the dollar. In addition to this the
 
decree of March 23, 1955 gave these mines another premium amounting to 80% of
 
the net value of that part of their production which exceeded the level es­
tablished during the period 1952-54. The miners could sell the foreign ex­
chang! in question freely or use it for the importation of machinery to in­
crease their production. On the other hand it was provided that 16% of the
 
proceeds of all mineral exports of the private mines would have to be used
 
to purchase articles necessary for the operation of the mines. Subsequently 
this percentage was raised to 20%. At the end of November 1955 it was decided
 
that the production premium for minerals could also be used to carry out im­
ports under the regime set up by the decree of November 3.
 

At the same time the Mining Corporation was given the rate of Bs. 510
 
per dollar sold to the Central Bank. For the Mining Bank this rate was fixed
 
at Bs. 900. YPFB received an even larger bonus since as of March 31, 1955,
 
it received Bs. 1500 to the dollar while its imports, in addition to being
 
free from "revertibles" and surcharges, were still carried out at the rate
 
of Bs. 190 to the dollar.
 

In March 1956 the exchange rates for the Mining Corporation and the
 
Mining Bank were fixed at Bs. 1200 and Bs. 1500 respectively, while as of
 
February 25, 1956, YPFB's rate of exchange is fixed at Bs. 1790 per dollar
 
for exports to Brazil, Argentina, Chile and Paraguay. As a result of this
 
change in policy the Ministry of Economy estimates that since November 1955
 
and March 1956 about $1 million of commodities were exported which figure
 
may reach $2.5 million in 1956.
 

A decree of July 21, 1956 changed again the regime covering compensa­
tion transactions which had been set up by the decrees of March 23 and
 
November 3, 1955 to stimulate both agricultural and mineral exports. The
 
respective decree provided that the right to import with the proceeds from
 
exports is no longer trqnsferable. An exporter who is riot interested in
 
importing goods with the proceeds from his export sales is now obligated
 
to sell his dollars to the Central Bank at the auctinn rate. In addition
 
it was established that in the future import items brought in with the pro­
ceeds from export sales can no longer be sold freely but are subject co a
 
cost 3alculation by the Central Bank, with the exception of basic food
 
items which must be brought in at the official rate. It is obvious that
 
in addition to creating instability, the decree has done a good deal to
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n1
ike both importers and exporters lose interest in this type of business.
 
Therefore it is likely to be revoked again in the near future.
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ANNEX II TO CHAPTER IV
 

Exporters' Sales of Foreign Exchange 
 M to the Central Bank
 

As is well known, the percentage of foreign exchange which is to be de­
livered by the exporters to the Central Bank has always been a political

problem in Bolivia, especially when the large mines were still operating as
 
private concerns.
 

Under the regime in force prior to 1952 these companies were authorized
 
to use their dollar income from the sales of minerals directly to pay for their
 
realization and exploitation costs which latter included the purchase of ma­
chinery, materials and articles for their corarissaries. The companies also
 
retained the amounts needed to pay dividends so that they only sold the bal­
ance of their foreign exchange income to the Central Bank.
 

The following picture of foreign exchange sales to the Central Bank de­
rived from tin exports is interesting:
 

TIN EXPORTS AND OBLIGATORY SALES OF FOREIGN EXCHANGE _/
 
(In Thousands of US Dollars)
 

Years Sales of Foreign Ex-
Value of Exports change to Central Bank 

1951 
1952 
1953 
1954 
1955 

93,366 
84,783 
83,643 
66,900 
57,291 

62,638 
44,494 
42,050 
51,153 
50,660 

67 
.52 
50 
76 
88 

The sale of foreign exchange, which in 1951 amounted to 67% of the total
 
value of receipts, went down after the nationalization of the mines to 52% in

1952 and 50% in 1953. In 1954 and 1955 it went suddenly up to 76% and 88%
 
respectively. This increase was merely caused by a change in the system

since under the new system the Mining Corporation, for example, no longer
 
uses its own foreign exchange proceeds to pay for its expenses, but sells
 
the same integrally to the Central Bank at the official rate plus a premium

after which it buys from the Central Bank foreign exchange for its dollar
 
expenses at the official rate. It is obviously to the advantage of the

Corporation and the Mining Bank to gell as many dollars to the Central Bank
 
at a premium and then to buy them bac', at the official rate, thus pocketing

the difference in bolivianos.
 

The following table shows the sales of foreign exchange by the Mining
 

l_/ Source: Boletfn No. 106 del Banco Central, Oct-Dec J.954. For exports,

data taken from Dir-ci6n Nacional de Estadistica 1955, Boletin No.
 
77. Sales of foreign exchange in 1955 provided by Dept. de Estudios
 
Er,--' s v Esfqdistica del Banco Central.
 

U5 
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industry as a whole to the Central Bank.
 

EXPORTS AND OBLI3ATORY SALES OF FORiIG 1XCIN"E BY TH}E UINIWI INDUSTRff TO THE 
C-TRAL B3AK 1/(In 1i,llions of US Dollars) 

Sales of 
Value of Foreign Purchase of 

Year Exports Fxchange ForeiAgn Exchange Net Sales 

1948 I1i1 2 54.7 --­ 54.7 49 

1949 99.0 50.5 ---- 50.5 51 
1950 90.9 39.0 39.0 43 
1951 145.7 73.6 73.6 51 
1952 137.8 55.8 19.3 36.5 26 
1953 121.3 61.6 19.5 42.1 35 
1954 100.6 74.4 21.6 52.8 52 
1955 97.8 78.0 22.7 55.3 57 

The amount of net foreign exchange sold has varied quite n lot in accord­
ance with the value of mineral exports. For instance, in 1950, a year of low 

mineral prices, sales were only $39 million while during the followin- year, 
the year of the Korean War, net sales came to $73.6 million, an increas of 
881. On the other hand, the percenta e of net sales of foreign exchange
 
durin- 194P-l)51 - exceot for 1-950 which was an abnormal year - fluctuated 
around 50" of all mineral exports°
 

In 1952 the year of the nationalization of the mines, during, which the 
yearly avern'e price of tin w'as U9 $1.17 per pound of fine tin, the net sale
 
of foreign exihqn-e amounted to only 26 .; and the$36.5 million sold b, the 
mining industry durin- this year ias the lowest of the last eight years. In 
1953 this figure went up to 35j and in 1954 to 32" which may be considered as 
the normql level. In 1955 this p-rcentage went up to 57% which is the hiahest 
in the last eight years. 

To understand this increase of 1954 and 1955 one has to take into ac­
count the fact that during these years the minin- industry stopped importing
-ertain foodstuffs which are now imported directly by the Minister of Economy, 
sometime, !ith Bolivian funds and sometimes with United States aid. Fur­
thermore, the mining industry lid not import enough equipment for the proper 
mainteiance of the mi.nes. The Y'inin- Cornoration naturally does not have to 
pay dividciids like the orivate concerns did; however, it does pay certain 
amounts anulb.y ,_s compensation to the ex-owners for the expropriation of 

<the 	mines, imomtin-, to 'om $9.6 million during the period 1953-1956. 

It is interesting to see which would! have been the sales of foreign 
exchan ,e durin- the period 1952-1955 if the mini-, industry had sold 50' of 
all foreign exchange derived from exports which percentage can be consid­
ered more or ]>ss as the norivnl one during the years 1948- 1 and previous 
years, the deta.il of which is shown in the followin- table: 

_/ 	 Value of mineral exports taken from Table XI. Sales of foreign ex­
chan-e taken from Boletin No. 106 Banco Central. 1955 figures and 
purchase of foreign exchan7e provided by Dept. de Estudios Economicos 

del Banco Central. 



Sales of 50% of
 
Value of Actual Sales of Foreign Exchange


Year Exports Foreign Exchange Receipts 
 Difference
 
(In Millions of US Dollars)
 

1952 137.8 36.5 
 68.9 (-) 32.4
1953 121.3 42.1 
 60.7 C-) 18.6
1954 100.6 52.8 
 50.3 2.5
1955 97.8 
 55.3 
 48.9 6.4
 

Lesser Income Received in Four Years 
 42.1
 

From this picture it is clear that during 1952 and 1953 the mining

industry sold to the Central Bank US $51.0 million less than its normal
quota, or 50% of the gross value of exports, while in 1954 and 1955 it 
went
$8.9 million above this level leaving a negative balance of US $42.1 million
 
for the period 1952-1955.
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This point is of special importance since to survive Bolivia VIll have
 
to attract foreign capital and foreign capital will only come if a minimum

of stability is assured. Even if some of Bolivia's decrees, laws, and reg­
ulations appear to be reasonable at face, it is in their execution that

difficulties are encountered. 
These difficulties are omnipresent. They

are felt by the tourist who gets into unexpected difficulties with the
 
customs. 
 It is felt by the investor who has to wait weeks, sometimes

months, before he is allowed to bring his money to Bolivia. It is felt by

the engineer who cannot get his plans approved, and it is felt by the doctor
 
who sees his patient die because someone failed to import the right medicine.
 

Intense hatred between the various political parties, which has been
 
more accentuated during the past few years, makes political stability at the
 
lower levels even less of a prospect. As poor as it is today, Bolivia has

practically two officials for every -overnment function, ore who is doing the

job, 	and one who is waitinp in exile to do the same job later.
 

Back 	to Keenleyside
 

It is obvious that the existence of a "lost generation," a generation

which is periodically out of the country, does not contribute to peace and

stability. To achieve this goal we must resort to a neutral force which
 
can remain in its place all the time. 
 The only way to find such a force
 
is to implement the proposal made in 1950 by the Keenleyside Mission /.

In view of the importance of this suggestion, we quote it verbatim, as follows:
 

"It is proposed that the United Nations assist the Bolivian
 
Govcrnment in obtaining the services of a number of experienced

and competent administrative officials of unquestioned integrity

drawn from a variety of countries, and that the Bolivian Govern­
ment aooint these officials on a temporary basis to positions

of influence and authority as integral members of the Bolivian
 
civil service .....
 

"It is intended that the function of these 'Administrative
 
Assistants' shall be
 

(1) 	To perform the duties and exercise the authority
 
assigned to them in the Bolivian civil service;


(2) 	To direct and assist in the training of Bolivian
 
personnel with the object of developing as rapidly
 
as 
possible a Bolivian civil service of experience,
 
competence and integrity......... ,.
 

The only point in this otherwise excellent and most original proposal

which we might question is that the administrators be drawn from a variety

of countries. Experience has shown that people from various countries
 
frequently have quite different philosophies. Since Bolivia's present

problem is to 
some extent a oroblem of the lack of a definite and con­
sistent economic philosophy and since the function of the officials in
 

_/ deport of the United Nations Mission of Technical Assistance to Bolivia;

United Nations, New York, 1951.
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try',s total. ar-, is not:rr undor c.litivrtion, ThucP it is not only obvious;that th. country ', lind rcsources could -iT;ort a far -reater 2',miulation
than the pre-sent one but also thii. thern cou]l be soomc excllent possi­

http:1'-'J'.it
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bilities for the export of high priced agricultural products such as coffee,
 
cacao, sugar, pyrethrum, turmeric, honey, rubber, Brazil nuts, cinnamon and
 
perhaps vanilla.
 

Right now, Bolivia seems to have a particularly interesting potential in
 
the field of tropical agriculture. As is well known, during the past fifty
 
years a number of plants native to Latin America became important dollar
 
earners in Indonesia and the Malay States, both because of superior manage­
ment and the availability of cheap native labor. 
 These two advantages are now
 
gradually disappearing. Furthermore, in view of the precarious political

situation in the Far East, some of these tropical crops may well command a
 
premium in world markets at some 
 future date. 

The Possibilities on the High Plains 

In view of the marked geographic differences which exist in Bolivia one 
can only discuss agriculture on a regional basis. Beginning with the high­
lands region, at present there are about 15.3 million hectares on the high

plains, of which it is estimated thit a maximum of 150,000 are now under cul­
tivation. 
The climate is more or less dry and cold with occasional frosts
 
and hail dama-ing crops. The average rainfall of about 500 mm is rather
 
evenly distributed. 
 The soils are poor and badly eroded. They generally

lack nitrogen. Since there is so little organic matter left in the soil,
 
even small amounts of manure may accomplish wonders. There appears to be a
 
marked phosphorus deficiency in most high plains soils.
 

Although most of the highland Indians are subsistence farmers, past ex­
perience has shown that vith a free price for their products and other incen­
tives, they can be brought into the national economy. Before the land reform,

which established the agricultural wage, a good many properties on the high­
lands were 
so marginal that they could only be worked with compulsory Indian
 
labor. In spite of the fact that agricultural wages are still low 
- at 
present the daily wage of a farm hand is from Bs. 800 to 1500 a day ­ wages
 
are not cheap if one considers output per man.
 

While it is true that in general the hi-h plains do not offer much for
 
an advanced type of agriculture, it also must be said that a good deal more
 
could be obtained from the area. Accordin- to Dion I/ and a number of other
 
experts, there are many large areas having soils of good texture (clay loam)

and good moisture holding capacity. Making a rough estimate, Dion feels that
 
there are about two million hectares of relatively good lands on the high
 
plains.
 

It is strange that the Spaniards, who were familiar with this type of
 
operation, never thought about the use of windmills for irrigation pur­
poses on the high plains. Yet since the water table is not too low and
 
since steady and strong winis blow during a large part of the year, this
 
would look like a natural to obtain greater agricultural yields.
 

The subject of the agricultural potential of the high plains appears
 
to be somewhat controversial, however, since some equally creditable ex­
perts seem to feel that the potential of the high plains is rapidly de­
clining, particularly as a result of bad agricultural practices during the
 
past fifty years when many trees were cut resulting in decreasing rainfall.
 

l/ H.G.Dion, Agriculture in the Altiplano of Bolivia (FAO Report, May 1950)
 



-76-


It is undoubtedly true that if present practices are continued, a large

part of the presently cultivable area of the high plains may be turned into a
useless desert in less than one hundred years Yet so far, the high plains

have always provided some of the basic items in the Bolivian diet which con­
sists of potatoes to a very large extent. Furthermore, since lar-e scale in­
ternal mirration is out of the question in the hear future, the hi h plains,

just like the mines, will have to continue carrying the burden of keeping

Bolivia going for some time to come. 
Perhaps the most realistic way to look
 
at this problem is thnt comin- generations of Indians may gradually want to

leave their centuries-old habitat while the present and a large part of the 
next generation will largely remain where they are now
 

The Valleys
 

In the past, valley a-riculturc has -)layed a more or less complementary
role in supplyin Bolivia's needs. '1hen w,rnnsportation was still. less developed
than it is today, the valleys near La Paz (Yunaas) and Cochabamba provided
the necessary additions to the diet of the highland economy sich as corn,
vegetables, fruits, etc. 
These valleys generally start at the edge of the
high plains. 
Since the drop from about 4000 meters to 'ibout 1200 meters is

rather severe, the area conrists of hilly or very steep uplans. 
Rfainfall
 
is abundant, ranging from 1000 to 
1300 mm a year, while the climate is gen­
erally subtropical (16°-180 C), depending on the altitude. 
It is estimated
 
that not more than 3.52 of the area is under cultivation at present.
 

It is hard to generalize valley agriculture insofar as methods are 
con­
cerned since the topography is so varied, There are several lirge flrit 
areas
where mechanization could be introduced but, in many rlaces all work will al­
ways have to be done manually. Another obstacle to mochanivation is the fact
 
that since val.ey lands are at a premium, bher., are too iiany smvill plots

worked by subsistence farmers.
 

To increase the valuable acroa.ve 
in tho valleys it might be possible to
 
improve some of the alkaline soils near Cochabamba which are now wastelind,
Since on some of these soils the water tablo is only a fotoinches below the

surface of the land, it may be econominally feasiblo to install. a system ofdrainage ditches to lower the water table. Once this has ben done, at 
least som, of these soils could be rohthililatod by teaching proper noil 
treatment. An the Indiann aro generally so ra&luc ,'int to 1'rv tlotr villages

this pos ibility nhoild be ntudied in order tr inci-e'eso th :vailanlo]. lands
 
in densely populated areas
 

It is obvious that agricul.tural proluction in thr, valloys in much less
 
risky than on the high plainn, Yields ar considerably hifher while rood 
markets are not too far away. 

The Eastern Plains
 

On the basis of area and climato alone, tho mont promininy agricul­
tural regions are to he found in the lowlandls, About 70% of the nurface
of Bolivia consists of the large eastern plains whi ch run from north of
the Brazilian border to the Paraguayan and Ar'3entino frontiortn in the 
south. Althouh these plains tak 
 up the larlest part of Bolivia and

could provide good possibilities for the development of agriculture, they
have now hardly any population, The principal areas reproo ntorl here 
are
 

http:acroa.ve
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the Santa Cruz area, which is at present being developed; the Chaco, which
extends from Argentina north towards Camiri; and the Beni, consistin:g of im­mense plains which are periodically overflown by large rivers such as the
Mamore'and the 3eni. 
 This latter area has a decidedly tropical climate,
with heavy rainfall ranging from 1300 to 2000 mm. 
A large part of it is
 
covered by dense forests.
 

From an agricultural point of view, perhaps the best variety of lands is
found in the Santa Cruz area which has a subtropical climate combined
average annual rainfall of 1300 ith an nn and mean temperatures of 240 C. About
half of these fertile plains consist of woodland which requires extensive
land cleiring. Once cleared, they provide reasonably ,ood farmland. Secondto this are the extensive black pampas consistin, of natural pasturelandscattered growth of trees. ithA third type of soil is the white pampas consistingof a sandy soil of low fertility.
 

Specific Crops 

For those who are 
interested in the agricultural poten'ial of Bolivia, adiscussion of soecific crops has been attached as an annex to the present

chapter.
 

Present Problems of Ariculture
 

In discussing the problem of agriculture in Bolivia, a good many factors
must be taken into consideration, some of which are decidedly more in the
social than in the economic sphere. 
As we saw before, right now the positionof the Indian is changing. 
From some sort of feudal serf he is turning into
a low type of peasant. 
 Anybody who fails to consider this aspect o' the
agriculturil problem is likely to 
come up with a somewhat distorted anpraisal

of the situation as it exists today.
 

Uneven Distribution of the Agricultural Population
 

One of the first problems, one cannot fail to note, is the extremely
bad distribution of the agricultural pooul!tion. 
An excess concentration
of Indians on 
the hi-hlan.ls and in the valleys has produced far too many
uneconomic small units which in turn tends to depress agricultural wages.
Thus the words 
"lack of lands" and "demographic pressure" have become rather
favorite slogans to explain the extreme poverty of the peasant on the high

plains of '3olivia. 

Deficient Cultivation Practices
 

As in all slo-ans there is always 
a danyer of over-simplification.
While it is undoubtedly true that in some areas, such as the Cochabamba
Valley and certain parts of the high plains, there is deciledly an excess
rural population, this hqrdly tells the ,rhole story. 

It is estimated that in colonial days the highland population was
around one million and in those days Bolivia was completely self-sufficient
 
in agricilture.
 

According to the aricultural census of 1950, which is considered as
not too reliable, there 
were 654,258 hectares under cultivation in Bolivia
 

http:hi-hlan.ls


at that time. 
Since 1950, however, agricultural production on the high
plains and in the valleys - especially market-directed production - appears

to have dropped considerably.
 

Table XXXVI lV shows the area which is now planted in basic crops to­gether with the respective yields. 
It also shows the additional area that
could be planted in the same crops. 
 It is further shown that if every Bo­livian were to consume an equal amount of potatoes, wheat, rice, 
corn and
sugar, etc., 
as was consumed per canita in the United States in the post-de­pression years (1935-39) _/ and if the above combined acreage were cultivated
with proper methods, Bolivia would have vast agricultural surpluses.
 

Taking into account that on the high plains there are at least two mil­lion hectares of notentially good lands while in Santa Cruz there are some200,000 hectares that could be brought into production in a relatively short
time, it is obvious that lack of land alone cannot explain the present sit­uation. As a matter of fact the total acreage required to give Bolivia anadequ.te diet is 
so small that ­ using modern methods ind techniques - one
would have to be more concerned with the danger of over-production than with
 
the lack of it.
 

The Social Problem
 

What then is the problem? 
 Bolivia's present day problem in agriculture
is largely a social problem as well as a problem o2 the lack of adequate in­centives to oroduce. As is well known, the highland Indians are extremelyresistant to change. 
 Present methods of cultivation have not changed for
centuries, resulting in extremely high labor intensity, Wooden plows drawnby oxen represent The most advanced agricultural tools on the high plains;
working the soil with a simple stick is a lot more common. Even the largeestates - now broken up - frequently could not liork the land for lack

adequat- tools and equipment. 

of
 

Since the climate of the highlands cin be quite col], the Indians liketo burn whatever manure they have for fuel. Havin- been used for centurieswithout any fertilizer, most of the highland soils are now completely ex­hausted which results in the fact that some lands lie fallow for four to
ten years. Furthermore to protect themselves from a rath.r harsh climate,
the Indians have generally settled 
in small, hroken-up, valleys away fromthe windswept large plains which are easier to rultivate. To this should
be added the fact th'it in general the Indian does not work more than 60%of the time, the remainder being dedicated to leisure and "fiestas" during
which a whole village may end up in a collective stupor a result of
asprolonged and heavy drinking. The economic consequences of this situa­
tion, resulting in the loss of production of entire villages, are obvious. 

Agrarian Reform
 

Anoth­ problem of more recent date has been the Agrarian Reform. 
This
reform was absolutely necessary. As a matter of fact, it was lon7 overdue
 

l/ See Statistical Supplei,,nt 
2/ Data taken from: Economic Forces in the USA in Facto & Figures, U.S. Dept.


of Labor, Bureau of Labor Statistics in cooperation with
 
ICA.
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since the feudal system of farming and the complete lack of agricultural pol­
icy which existed before 1953 constitutes one of the factors which held back
 
Bolivian agriculture.
 

Basic Provisions of the Reform
 

The basic provisions of the reform are contained in the decree-law 3464
 
signed August 2, 1953 which has become known as the "Agrarian Reform Decree-

Law". It was drawn up by the 
Agrarian leform Commission headed by Dr. Hernan
 
Siles, now President of Bolivia, and it established in fact the basis for the
 
entire land reform. To complement this decree a number of others have been
 
issued such as decree-law 3471 of August 27, 1953, creating the National Agrar­
ian Reform Service which was to implement the reform.
 

Decree-law 3464 divides rural property into five categories as follows:
 

1) The small property which is operated by the farmer and his fanily on
 
a subsistence basis.
 

2) The medium sized property which emoloys some hired hands or which
 
operates with machinery for co-Lmercial purposes.


3) The agricultui-al enterprise characterized by large scale investment
 
of capital, salaried labor, and modern cultivation techniques.


4) The a-ricultiral cooperative.
 
5) The Indian communities which always existed and which have now been
 

recognized by existing legislation in favor of such social groups.
 

Apparently the main purpose of the decree is to exclude recognition of
 
the "lPtifundio," in other words, to eliminate those extensive land holdings

which are unexploited or are exploited with obsolete tools and me
4 hods. For
 
this purpose the decree carefully distinguishes between the illegal large land
 
holding and the recognized working agricultural enterprise, which latter is

conceived as an intensive farm operated with large capital investments per

unit of land, producing for the market with paid labor.
 

The decree limits the small individual land holding to from 10 to 35
 
hectares on the high plains, 6 to 20 hectares in the valleys, and 10 to 80
 
hectares in the lowlands. For the larger agricultural enterprises these
 
areas may go as high as 800 hectares on the high plains, 500 hectares in
 
the valleys, and 2,000 hectares in the tropical and sub-tropical lowlands.

Likewise for cattle breeding in the lowlands, the to~al areas may be in­
creased to 50,000 hectares for large enterprises providing they keen 10,000
 
heads of grown cattle at all times.
 

Of course, the decree eliminated all personal services in agriculture

which henceforth have to be paid for. It recognized peasant unions which
 
would help in carrying out the aararian reform under a National Service
 
of Land Reform which would grant land titles under the supreme authority
 
of the President of the Republic.
 

Problems of Implementation of the Reform
 

The main problem with the land refcrm has been that for political
 
reasons the reform had to be carried out in a very short time since dis­
content among the peasants was mounting rapidly.
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According to the message of former President Paz Estenssoro to the Con­
gress 1/, the implementation of the agrarian reform has been delayed because
 
of lack of people to measure the land and to carry out the other functions
 
which necessarily go with the reform. 
This problem is now being remedied
 
through a program of training the police force and rural school teachers in
 
land measurement and related functions.
 

Effects of the Reform
 

On paper the reform, which was termed as the most advanced in the world 2/,

has a good deal of merit. It even has some features which are quite modern.
 
In practice, however, the agrarian reform is said to have broken down com­
pletely in its implementation, throwing the country's commercial agriculture

into a state of near paralysis. So far the reform has resulted in endless
 
litigation which is hard to solve without a sufficient number of competent

people to survey the land. As a result of this, peole are more and more re­
luctant to plant on land which may not be theirs. Furthermore, many of the
 
large properties operated as a unit with the owner providing both the manage­
ment function and the tools, all of which is now lost.
 

It is obvious that an agrarian reform could have been effected in a much
 
more gradual manner through a system of progressive taxation per hectare of
 
holdings. It is equally obvious that such a solution, or a system as con­
templated in the Austrian land reform of 1848 whereby the large land owners
 
could keep their holdings while the peasant was given other lands, would have
 
had less of an impact on agricultural production. However, both measures
 
lack I-he political appeal which a revolutionary land reform has.
 

Because of its broad application, the agrarian reform law has even in­
terfered with the production in those areas where there exists no land prob­
lem such as the Beni region. There a rigid application of the law has re­
sulted in the breaking up of worthwhile properties with a corresponding
 
lack in production, while plenty of virgin soil was available for new set­
tlers. This situation has now been remedied by the decree of January 28,
 
1954.
 

Another decree of March 30, 1955 further recognized the difficulty of
 
implementing the agrarian reform in the eastern lowlands where there is
 
more land than people. To eliminate further lawsuits the decree provides

that anybody holding over 500 hectares of land in this region can auto­
matically stop any interference on account of the land reform by selling

his excess acreage. It's interesting that so far there have been only a
 
few buyers except in those cases where the land was cleared first!
 

In the social sphere the agrarian reform has undoubtedly been a
 
success, since it established a greater degree of justice on the land.
 
From the point of view of the individual economy of the farmer it may

also have been a success since the reform at least enables him and his
 
family to cat better. From the point of view of the national econmy,
 
however, so far the reform has been a patent failure; yet there
 

i_/ Mensaje del Presidente de la Repblica, Dr. Victor Paz Estenssoro al 
H Congreso Nacional, August 1956. 

2_/ El Diario, October 25, 1953. 



is no good reason why this should be the case since this problem could be
 
helped a good deal by a little better planning.
 

For those who may be interested in further details on the Bolivian land
 
reform, we may refer to a recent study prepared by an American anthropologist
 
by the name of Richard Patch /.
 

Lack of Law and Order on the Land
 

Another basic problem has been the lack of law and order on the land.
 
Since the Indians are now armed, and since they generally outnumber the few
 
large property owners, they can pretty well do as they please. This has re­
sulted in the taking over of quite a few very worthwhile properties in com­
plete violation of the agrarian reform law 2/ which faces even the best in­
tended agrarian reform judge with a rather hopeless situation,
 

It is obvious that under these circumstances there is little hope for an
 
early increase in agricultural production on the high plains without increased
 
enforcement of law and order. According to a report by the regional agri­
cultural agent in Cochabamba, Mr. Walter Ceballos Tovar, recently published

in the newspaper Ultima Hora, the production of wheat in the area has declined
 
sharply during the past year because of the confusion created by the agrarian

reform. 
Likewise, at the end of 1955 the price of potatoes skyrocketed in a
 
matter of weeks because the Indians had been eating their seed potatoes in­
stead of planting them.
 

In several areas, particularly the Cochabnmba and Sucre areas, the Indians
 
have done incredible damage by stealing and killing off a good sized number of
 
purebred cattle. Thig problem has been recognized officially since it was the
 
object of a subsequent decree (of August 26, 1954) 
to remedy this situation,
 

Suggested Remedies
 

To state the problem briefly, what seems to have happened on the land is
 
the following. The reform unintentionally killed the productive large ha­
cienda because of the uncertainty which it created with respect to ownership

of the land. It -ave more land to the Indian who, therefore, may be living

somewhat better off his own land. 
 Part of the large haciendas, which used
 
to produce for the city markets, are now used by the Indians as "no man's
 
land" to graze their cattle or sheep,
 

To solve this problem it would be advisable to complete the agrarian

reform at 
an early date in one area so that there will again be secure land
 
titles. Another solujtion would be the one suggested by the United Nations 
expert, Mr. Quesada, namely, to have the reform deal with the large land 
owner first so that at least he will know where to plant and where not to
 
plant. Once this is done, the Indians can divide the remainin- lands among

themselves which is likely to result in endless problems. 
Since they are
 

l/ R. W. Patch. Social Implications of the Bolivian Agricultural Reform. 

Doctoral thesis, Cornell University, June 1956. 
2/ Ultima Hora, La Paz, August 28, 1953, 



subsistence farmers anyway ­ at least for the time being - the time they will
 
take to do this will not affect the national economy.
 

To make an agricultural plan for the large farms to supply the cities
 
should not constitute a major problem. As a matter of fact, in view of the po­
litical importance of such a plan, it is amazing that this not not been done
 as yet. In making it, however, one would also have to stress the need for
 
effective guarantees and personal safety since even the above proposal would

fail if the Indians could prevent the larger landowner from entering his prop­
erty as is presently the case in some areas.
 

Lack of Credit
 

Another problem in agriculture affecting primarily the more advanced
 
farmers has been the lack of credit. 
Lack of capital and lack of credit have
 
been plaguing the farmer for many years. 
Since the large landowners never
made an investment in agriculture their returns were quite low, which in turn
 
resulted in abject poverty of those Indians 
- virtual serfs - working the
 
properties.
 

In view of the impossibilities of obtaining agricultural credit, the
 
government was persuaded in 1942 to establish the Agricultural Bank the
principal function of which, as we have seen, was to give credit, to pur­
chase agricultural produce and, in general, to foster agriculture. 
Unfor­
tunately this bank has never been able to meet the demand for agricultural

credit. It probably never reached more than about 5% of the farmer popula­
tion. 
 Since private credits for agricultural development are practically

unknown in Bolivia, the bank's activity constituted the only one in this
 
sector of the economy.
 

Even in its limited activity the Agricultural Bank has never followed a
 
strong policy of fostering specific 
sectors of the agricultural economy,

which would hpoc been difficult anyway for political reasons. Thus, most
 
loans were given for all kinds of purposes, such as the purchase of tools,
breeding animals, general improvement loans, etc., most of which did not run
 
for a period beyond five years. With the introduction of the agrarian reform,

something more drastic had to be done about agricultural credit if the land
 
reform were 
to be off to any start at all. Therefore, recently a system of

supervised credit was set up by International Development Services, Inc.,

under contract with the International Cooperation Administration.
 

Inadequate Prices - A Major Problem
 

One of the main problems in agriculture, however, has been both the
 
lack of remunerative prices and the present monetary policies in general

which do not favor the producer. For a number of years the price of agri­
cultural products was kept at an artificially low level. The case of wheat
 
may be instructive as an example. 
A first attempt to increase domestic
 
wheat production was made in 1918 which failed miserably because of a lack
 
of adequate milling facilities. A second attempt was made in 1936 when
 
the wheat development board was set up for the purpose of increasing do­
mestic production. No practical results were obtained from this effort,
 

In 1941, however, the government established support prices for do­
mestic wheat as a result of which farmers became a bit more interested in
 



wheat cultivation with a corresponding small increase in production. The
 
main problem then was that the price of wheat was not set high enough to
 
compete with corn from the valleys which constitutes a much hardier crop.

Even on the high plains, potatoes, barley and quinua offer much loss risk
 
than wheat. Thus, in 1946 the government fixed the price of wheat at 
a
 
level close to the world market price under a sort of sliding scale ar­
rangement.
 

The Day-off of this policy came 
in 1949 when corn prices fell sharply

and purchases of domestic wheat by millers reached an all time high of
 
20,657 tons as compared with 3,268 tons in 1946. This policy gave hope to
 
the farmer as a result of which a small beginning was also made ith the

development of agriculture in the Santa Cruz area which could provide such
 
stapl- s as sugar, rice and vegetable oils.
 

..
hile this increase in wheat production saved a considerable amount of
 
foreign exchange it also created a problem for the government which wanted
 
to keep the price of bread low. 
The subsidy paid in those days amounted to
 
about 3010 of the orice of wheat imported at the official rate of exchange.

The obvious answer here would have been to eliminate this subsidy gradually 
through the introduction of better methods to increase efficiency and pro­
ductivity, thus creotin7 a cheaper end product.
 

With the advent of the 1952 revolution this progress was arrested

again since The new regime, to keep its popularity i th the masses, had to 
go back to a policy of controlled low prices for a-ricultural products.
Since this factor has been of so much importance in the recent lac!, of agri­
cultural dvelonment, a few examples are order: until recently toin pro­
duce a quintal of wheat in Bolivia cost Bs. 10,563, while imported wheat
 
was sold for 3s. 1,582. To produce a quintal of rice in Bolivia cost Bs.
 
12,000 while imported rice could. be bou-ht for Bs. 4, -00.
 

The situation is clearly reflected in the production figures over the
 

last fifteen years, which are as follows:
 

ASTICULTURAL PODUCTIOIF (In Tons) l! 

1941 1946 
 190 1955
 
Rice, hulled 2,825 10,000 18,073 11,600

Barley 61,796 36,000 45,000 40,000

Corn 71,600 150,000 137,503 95,000
 
Ilheat 33,400 45,649
18,000 17,000

Potatoes 90,000 189,384
150,000 120,800 
Sugar Cane --- 203,000 3112,893 525,000 2 

To show what a price incentive can ac -plish, we may mention the fact 
that during 1955 the price of rice was raised from Bs. 4,000 to Bs. 8,100 a 
quintal. As a result of this simple operation, rice purchases by the Agri­

l_/ Source: Agricultural Servicio - figures considered to be rather un­
reliable.
 

2/ Sugar cane production goes largely into alcohol for which there is a
 
strong demand.
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cultural Bank alone went up from 1669 tons in 1954 to 2797 tons in 1955.
 

Although during the past few months there has been a tendency to cor­
rect this situation, the system of controlled low prices has hurt the
 
country's agricultural program in more than one respect, 
It has also taken 
a -ood deal of steam out of the work performed by the Agricultural Servicio. 
To show this in more detail, the following price structure prevailed in 
June 1955: 

Controlled Price at 
Place of Production Production Cost 

Product (per ton) (Der ton) l/ 

Sugar Bs. 191,720 Bs, 221,720 
Wheat 
Rice 

" 

" 
100,000 
160,000 

" 

" 
150,000 
180,980 

In this picture the actual prices are of little importance since they

change practically every two or three months. 
What is important, however,

-is the ratio between prices and real costs, which has had a tendency to
 
remain fairly constant.
 

Of course, controlled prices are being adjusted continuously in accord­
ance with '.he inflation, but usually these adjustments are made too late so 
that the small producer has already sold his crop in advance to loan sharks
 
which mikes him reluctant to try again for the next harvest. 
 For example as
 
of the (ate of this report, the controlled price for wheat was Bs. 240,000
 
per t n while the cost to produce a ton of wheat would come to some Bs.272,000,
 

High Production Costs
 

Because of the ever accelerating inflation as well as because of the
 
fac. that few farmers kne adequate records, it is extremely difficult to 
obtain reliable cost-of-production data in Bolivia. 
To make an adequate

study of this problem would take two persons several months. However, from 
the fer data collected by the Agricultural ServiciG it would a-)pear that 
the cost of production of agricultural products is high. In som,,e cases,
such as in the case of sugar and wheat, it a'croachcs or my even exceed 
the world market price if we convert all fi-,ures at a realistic rate of
exchange. This should not be surprisin- since agricultural nroduction in 
Bolivial is still in its initial stage and hence rather inefficient. Fur­
thermfore, it is obrious that insofar as thp above two commodities are con­
cerned, there are other countries which definitely have a comparative ad­
vantage over Bolivia. 

The Need for Government Support 

In view of the above considerations, it would seem that in a free econ­
omy some agricultural products grown in Bolivia may require protection in
 
the form of a tariff. This in itself is nothin- new since in the case of sugar
 

l_/ As estimated by the Agricultural Servicio.
 

\ 
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V. THE FACTORS OF PRODUCTION
 

General 

As we have already seen in previous chapters, the structure of the
Bolivian economy is relatively simple. 
Even today most of the economic
activity consists of subsistence agriculture with mineral exports supplying
almost all foreign exchange. 
While of the presently known mines a 
number are
becoming depleted to the extent of having to be closed, there appears to be
no reason why new prospects could not be developed with adequate incentives.
Fwrthermore, during the past few years, petroleum is becoming more and more
of a prospect to earn additional foreign exchange.
 
In the pages that follow, each of these sectors of the Bolivian economy
 

will be discussed in some detail.
 

A. PUBLIC ADMINISTRATION
 

It will undoubtedly seem quite unorthodox to start the present
chapter with a discussion of public administration, an activity which should
merely lend support to the basic efforts of production such as mining, agri­culture, industry, etc., instead of 
with a description of these activities
themselves. 
However, no proper analysis of the Bolivian problem can be made
without a direct reference to at least some aspects of Public Administration
since the deficiencies in this sector are one of the principal causes of the
present lack of production. 
Lack of Public Administration explains fully
the apparent paradox between Bolivia's immense potential riches and its
 
present abject poverty.
 

Lack of a Consistent Policy
 

There is a basic tendency in Bolivia to cure every problem on an
incidental basis by decree which results in many contradictory regimes all
of which last for a short Lime. 
 As a result of this, the businessman can­not make any sound, long range plans. 
It is very difficult to remedy this
situation since curing this approach would involve a basic change in
philosophy from direct control to "laisser faire." 
 To make things worse, it
must be admitted that there is a certain justification for this philosophy
since the Bolivians have found out at one 
time or another that by a policy
of too much "laisser faire," 
some rather unlesirable elements were able to
accumulate o wealth in 
a short time at the expense of the rest of th
country. 
 While this may be quite true, it is equally obvious that the activ­ities of this type of person can hardly ever be controlled by law or decree.
As a 
matter of fact, the present situation frequently helps him since he is
usually able to exploit the confusion created by various decrees and changing
regimes to his own advantage and to the detriment of the more reputable

enterprises.
 

Almost everything in Bolivia today points towards a lack of administra­tion; the lack of delegation from the top to lower levels, the country's
regionalism, its unstability in government, the inadequate price policies,
the excessive control of the economy, as well as the duplication of effort
in the various Ministries and other government agencies, to mention only
several items on a long list.
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policy has been defended on the ground that higher internal prices would
increase the inflation. This argument is only true, however, as long as
large quantities of food can be obtained practically for nothing under
the American aid program. 
 It is not at all true in a realistic situation,
 
as the following figures will show.
 

Let us assume that the 'Yovernment would want to eliminate half of the
present imports oC wheat, rice and sugar which could certainly be a real­istic goal. To do this it would have to pay supoort prices and establish a
tariff for sular at !,he same time. 
 If the world market price placed at Arica
 were given, this would involve a subsidy of Bs. 21.3 billion. If the incen­tive prices calculated by the Servicio were 
given the total would go up to
Bs. 25.7 billion. In dollars, at i3,.4000 per dollar, this would 
come to
US $5.3 and 6.4 million respectively. 
Yet Bolivii is now spending dollars
anyway for the purchase of these commodities to the extent that they are not
 
received under the United States aid program.
 

In the above calculations we hive on purpose assumed that the government
would continue to pay the full difference between present low sales prices
and support prices to the producer, based on its present policy of lot! con­sumer prices. In a free economy, however, the picture would become vastly
different. 
 In Chapter VI we shall see that the artificially low s-les price
frequently does not benefit the ultimate consumer but only the distributor
who sells to the blqck market. Thus by raisin7 nrices to 
a more realistic
level, the tot' 
amount of subsidy couald be reduced drastically; the only
difference 
here would be that the pro!'its now made by the black market vould
accrue directly to the producer and be paid bfr 
the consumer as it should bc
 
in any normal set of circumstances.
 

It will be clear from the above figures that by payin7 realistic internalprices for n-ricultural commodities which would boost production, a sub­stantial amount of dollar imports could be eliminated within a few years,
even if in certain cases the internal cost of production mi-ht be somewh;ot

higher than the world market level.
 

To put it nuite plainly, we might raise the 
iuestion as to whether thegovernment shoul-1 not convert some of the dollars normally sp.ent on food im­ports into bolivianos to pay an incentive price to the local producer in­stead of favorin 
the foreign over the domestic nroducer. This 'ould un­doubtedly create a problem durin7 the transition ntriod but it would nayoff in from two to 
three years in the form of the permanent elimination of
certain imports of food which now require a substantial amount of forei-n
 
exchange. 

Special Problems of the Santa Cruz Area
 

In view of the extensive development work which is now -oing on inSanta Cruz, a separate discussion of the Santa Cruz area and its problemsappears to be well justified. The Santa Cruz plan was drawn up at the be­ginning of 1Viorld ',,ar II. Political considerations, both natinnal and inter­
national, played an important role in pushing it forward.
 

As a first step, the plan called for the construction of a hihway
from Cochabamba to Santa Cruz which was finally completed in 1951. However,when the plan was first conceived, Bolivia's economic situation was vastly 
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different since mineral income was still such that the country could, on its 
own resources, take on a project of this size, while today the plan has to be 
financed lar-ely by United States aid,
 

The great merit of the Santa Cruz plan is that it has linked the high
 
plains with a substantial part of the lowlands of Bolivia, thus unifying the
 
country politically. A similar situation -till arises with the Beni area
 
which is still not interate' with the rest of the country. Thus the political
importance of the Santa Cruz plan may exceed its economic significance. 

Strength and Weaknesses of the So-nta Cruz Plan 

1ight now the main trouble with the Santa Cruz plan is thaLt its immediate 
effect on the >7oli'i in economy hs been qreatly overestimated. The Department
of Santa Cruz contaiins about 37 million hectares, most of it fertile lowlands. 
The area at ,resent under cultivatienn mounts to less than 0.2, of the total. 
Corn, oil seo.ds, tobicco, cacao, fibers, suga'e, rice, meat and li mber all could 
be produced in large quantities in the irea iuhich in addition is well adapted 
to mechanized farmin,. As a result of this, the S anta Cruz plan has been 
pictured on many occ.sions as the solution for !'olivia's short term agricul­
tural problems, both insofar as excess a-ricultural population on the high
plains as uell as actual production is concerned. From all present indica­
tions, however, this does not appear to be the case. 

Internal id.ration 

As tc the first point, an initial attempt has been made to transfer In­
dians from the hi 'h plains to Santa Cruz. The subject of internal migration

from high altitudes to lower altitudes has been rather controversial. Based 
on the experience in the Chaco War and in certain areas in Peru, it has been 
said that the hig<hland Indian cannot easily adapt to lower altitudes. How­
ever, the C'aco ,.ar had ill the elements to make the Indian want to get away 
as fast as possible from the lowlands, while some of the experiencrs in Peru 
are also atypical. Rather t~an a physicail problem, internal migration would 
seem to constitute more of a psycholoical and social problem for the Indian. 

At present the Bolivian Government has initiated a pro-ralm to bring down 
young recraiits of draft age to the Santa Cruz area under mil.itairy discioline 
for the purqoso of buillin- roadls, bridges, clearing land nnd constricting, 
houses, At the ,ios., of his services th._ solcier is offered a 20 hectare 
plot of land with a simple dwelling. O cost to maintain the recruit 
for one y;-ar io estimnted at 73s. one millioni a year, half of which consti-­
tutes a ant and h lf of which th; recruit must pay in a period of five years. 

Last year a ,roup of 1,300 soldiers was "colonized" in this fashion wihile 
a similar grouip is being brought down this year. Accordin.- to present reports,
about 5 to 1C)7 of the recruits iave expressed a desire to sta.y. Land de­
veloped but not taken by these recruits is being sold, by the Dolivian ]ovcrn­
ment for Jrs, 500,000 to anybo:,T who wants to work the property. This ororam 
is developing nicely and those 1,,he hove visited the area express amazement 
at how well. ordered colony lire nl agricultural dvelonment is. 

Another nrogran of internal migralion is thaLt of a group of small 
farmers from Cochabamba who wor- under a sort of collective scheme 
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Bolivian railroad, the latter has the right to convert a certain percentage at
 
the official rate of Bs. 190 which comes to US $5 97 
 To all this we still

have to add trucking from Cochabamba to Santa Cruz which at Bs. 70,000 a ton
 
adds another $17.50
 

If we assume that it would be possible to adjust these railroad freight

charges which are largely based on outdated agreements to a more reasonable
 
figure, total transportation from Arica to Santa Cruz still would be likely

to come to at least I30 a ton which, added to the cost of the product would

make a total of some $159 or Bs. 636,000, at 3s. 4000 to the dollar. 
Consid­
ering the use of only half a ton of fertilizer per hectare this would add some
3s. 318,000 to the production cost per hectare, a cost which no 
Santa Cruz
 
crop at present will be able to stand. Although these costs may be lowered by
buying from Brqzil, using the Sinta Cruz-Corumba-Santos Railroad, which would
 
come to 8 ulus 3s 
 5220, the cost of the product itself is still likely to be
prohibitive. 
Therefore, since the use of fertilizers may become economically

prohibitive, the only alternative will be to build up a cattle industry in

Santa Cruz 
and resort to a practice of large scale rotation. This would in­olve a program of making compost to build up the soil, 
Even this involves
 
a foreign exchange problem, however, since because of the rapid growth in the
 
are~a more tractors would have to be used to clear overgrown lands continuously.
 

In case extensive land clearing will in time result in the indiscriminate 
cutting of trees 
- a far from academic problem as roadbuildin- progresses ­
there will be an additional problem of erosion which we shall not discuss fur­
ther.
 

Lack of Population
 

/only

The Santa Cruz area has some other serious orobtems, Accordina to the


1950 census the department has a total population of/286,145, of which 188,537

arc classified as rural. Although both immigration and internal migration

might help to 
cure this situation, the growth of Santa Cruz will necessarily

'e slow since the country lacks the resources to finance any large scale type

of i'urmaration. 

To settle a European family properly would involve an amount varying
from ;~4, 000 to 6,0; which ..ould immediately create friction with internal
mirants who can be settled for considerably less. Furthermore, the possi­bilities for the Europ--an immigrant in Bolivia are definitely less promising
than in many other countries which are o-p'ning up their gates. 

At present the only immirants are about 550 Okinawans, 90 Japanese,
12 itali'ns an-! a few i4ennonite families, The Japanese have already har­vsted their first crop; the Ilennonites their second. In spite of tremendous
 
difficulties, partly because of difficulties in obtaining a clear title to
the land, it may be said that these four colonies are doing satisfactory 
work. 

High Labor Costs
 

Tied in with this labor shortage is the fact that the few available
 
workers in Santa Cruz are of extremely low productivity because of absen­
teeism, lack of responsibility, and an immense amount of holidays,
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For example, last year a Hungarian immigrant decided to establish a furni­
ture factory in Santa Cruz 
,ith the idea of exoortin' knocked-do-m furni­
ture for reassembly, obviously a very good plan. After a few months' trial
he had to ,ive up the idea because labor demnnds were found to be excessive. 

Thus for the time being, Santa Cruz is forced to resor' to a rather high
cost mechanized agriculture which contrasts even more with the low purchasing
power of the people to whom this production should go, i.e., the masses on the 
high plains. 

Marketing Problems lj 

Another nroblerm is that Santa Cruz is far removed from the center of con­sumption on the high plains, Transportation costs right now are very high 
 To
transport a ton of rice costing Bs. 400,00 placed at Santa Cruz, costs Bs.
70,ODO for trucking to Cochabamba. To transoort the sime ton further, to Ln
P-z, by rail would cost the gcneral public Bs. 13,150 or $4.38. 
 However, the
Dresent railroad rates are not very realistic because of the subsidy which the
;overnment has to pay to the railroad in the form of differential exchange
 
rates.
 

If trncks arc used all the way,
time 

which mty becomo necessary at somein view of the precarious state of the Cochabamba-Ll Paz Railway, as
well as becase of trans-shiment nroblcms at Ccchabamba, the tota:l trans­nortation cost from Santa Cruz to La 
 Paz co-es to Bs. 170,000 or US $42.50.
These fi-urcs do not even make any allowance for th ,- maintenance of the roads
in question, Thus the price of a ton of Santa Cruz rice 2_/ trucked to La Pazcomes to US "A00 plus "42o50, or "142.50, as compared with 4P130,000 for the
imnorted product placed at La Paz. 

In time these costs will undoubtedly go down because of cheaper trans­portation (larger tonna'e trucks) and larger volume, as has been the case in
the United States. Howevcr, 
 even to pay for these lower transnortation costs
would call for increased incomes of the consumers on the hi-h plains. It isharily necessary to point out that this will take considerable time. 

To the above picture should be added that once the road from La Paz toCaranavi - which is no,, under construction - is completed, similar areasthe Santa asCruz area will become available at considerably closer distance tothe high plains, Apart from the fact that a 500 kilometer difference will meanquite a saving in transeortation costs, some of these more nearby regions may
offer a llitional advantages. 'Jemay take rice as an example. At present,dry rice is bein7 produced in Santa Cruz at a consideraibl- risk since about 
one crop out of three fails. It is evident that, in time, this rice
 

In discussing the problem of marketin- and of production costs the main

problem is thit at present all economic data are distorted because of
the confusion created by the exchange situation. Since our assumed
parity rate is by no means certain, we can only pose the problem and 
discuss the probabilities. 

2/ Based on an incentive price of 3s. 400,000 t a ton mid an exchange 

rate of Bs. 4,000 to Pi.00o
 

i 
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will not be able to compete with wet rice in the Beni area which involves
 
no risk at all, especially if this rice is located so much closer to the
 
center of consumption.
 

There is another point to consider. If the Snnta Cruz plan is to be
 
a success, it must have remunerative prices which will be more or less
 
close to the world market level. In some cases, they mny even result
 
temporarily higher, to 
7et the r=rowers committed. Yet if this production

at these -ices were destined for the large masses on the high plains, and
 
if their consumption were not subsidized, markets would shrink.
 

At oresent, the high plains have on artificial purchasin7 power

a.mounting to 
several millions of dollars, based on American aid. 
 In a free
 
economy the demand for Santa Cruz products miht shrink considerably since

first there i:uld be no contraband going out and second there would be less
 
demand.
 

In view of considerations, wouldthe above it seem to be more lo~ical 
to consider, at least for the time being, Cochabamba, Sucre and Tarija as 
the natural mrkets for Santa Cruz where, because of lesser transportation
cost, 
Santa Cruz products would need r. protection. On the contrary, if
 
this production were destined the high plains, be
to a tariff woild needed
in some cases, as -.e saw abovc. If, in time, large a.riciltural surnluses
should develon in the Sinta Crez area it maT become economically sound to

disos of some crops on tha hi h nlains at m-rTinal cost.
 

The Future of Santa Cruz
 

The future of Santa Cruz co-,ld perhaps be sumned up best in one 
sentence: 
 3treat hones surrounded by uncertainty' At present, many things 

rr uncertain in Santa especially markets.i ruz, 

Since th, Santa Cruz nroject has been developing rather fast under

th2 imnact of tha Arnerican aid prora, people generally have paid more

attention to xettin'z a csh crono than to sound fan manavement, Fur­
atentriore, the Agricuttui Servicio, to et oeo1e tocommaitted ari­
tuure, ha' been cl' rin, landi and sunolying rental services, tools
 

t bet cost a consider­,v, eauia rt a vere- by to the farm-:r, involving
h1i(I subsi -o Ina " 'rio- or iraolint infltion, investment in a

trictar ,bic could e borsht at a liow. rate of exchange proved a worth­

1.il venture under los. any circiuastanceso 

First Stage - An East Start
 

is a result of ill this a number of "investors," citr people, started 
to buy farms in th.: Santa Cruz area .,hile the smll local farme.,r - like­
t.ise helped by the machinery pool of the Agricultural Servicio - moved 
ilon7 also at a somewhat slower pace. The result has been a good deal 

\,
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of land clearing, some quick profits and a few losses. 
While domestic prices
were generally unattractive, exports of contraband to Brazil provided large

and immediate profits in rice.
 

Second Stage - Sobering Up
 

As the subsidy of cheap machinery and cheap rental services is grad­ually being removed, 
some people are now running into some unpleasant sur­prises learning that farming is a full time job which calls for a little more
than just throwing in 
a crop with the help of rented machinery.
 

Labor costs in Santa Cruz have now gone sky high while the domestic
rice of agricultural products has been kent down all the time. 
Amortizing
farm machinery at a realistic price will call for some sound judgment andincr,,ased efficiency. It can be done, but it may not be easy all the time
Mmy be seen from the following example. Workin7 100 hectares planted inricr,, 
the farmer can get Bs. 33 million for his crop in Bolivia and about
two to three times as much in Brazil. However, the Brazilian market may not!Ust forever since Bolivias apparent advantage - caused to some extentby qubsidies in the form of a low cost rental and purchase of machinery ­j: bound to become much smaller in a free economy. Therefore, it is likely
that in the future the farmer 
ill have to look again to the domestic
market. 
 Buying a tractor now on the black market involves an expense of Bs,
310 million or roughly the equivalent of a year's crop. 
 But a tractor is
only the bn-innin 
since a farmer needs a combine, tools, a shop and other
michinery. 
From the above it will be clear that while the use of machinery
c.n be naid for even at the present low domestic prices, this amortization
cills for some very careful planning, especially as one out of three to four
rice crops in Santa Cruz turns out to be 
a failure.
 

In a free economy the picture may become somewhat better since the
price of machinery would tend to go down while the cost of labor would move
up. 
 However, the labor factor will generally lose in importance as mech­
anization is stepped up.
 

Disillusionment 

A-s a resuilt of all this, right now there appears to be a considerable!isillusionment amon7 q number of people in Santa Cruz. This disillusion­nint is threefold. 
It is partly based on econormrc factors, such as the
,robLer of marking ends meet. It is also based on the fact that some peopleh 7too high hopes which were never justified. W$nat seems to carry much
more weight, however, is The lack of political stability in the area.":.ny people feel that the owner lacks protection. Resale of official al­{octions by privileged groups is widespread. For instance sugar is now.urig bought from the mill b3 the Agricultural Bank for Bs. 30,000 a[til o -ive the producer an incentive price. The 3ank then sellsit b cl to the distributor - usually somebody with political connections ­for s 8,000, Instead of sellin- it at this price to the public, he
contrabands it to Brazil where the same quintal brings Bs. 60,000. Asa result of this there is now an acute sugar shortage in Santa Cruz, al­
though the Department is Bolivia's principal sugar area.
 

Another complaint seems to be that all the time properties are being
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tken over in an arbitrary manner by some political elements of rather
low caliber. The agrarian reform is bein7 used as a pretext to invade
desirable lands or to 
cut timber for a quick profit. Some people appear

to be concerned about personal safety. 
Others exoress a desire to go else­whore if they could liquidate their investment at a reasonable orice. 
In
other words the generil investment climate in 3anta Cruz seems to be de­
toriorating.
 

What Tyne of' Farmer? 

From all present indications it would 
seem that in time Santa Cruz
will see the rise of the smaller farmer as compared ith the present operator
who is likely to disappear. 
He will have to increase his efficiency sharply,
he may use machinery or he may operate as a family unit, using animal trac­tiono If h,2 is to sell in the domestic market, particularly the high plains,some of his products such as 
sugar probably will h-ve to be protected for some
time by a tariff. As time goes on he will tend to get awiv from the presentcash crop system into a more bn]anced farming operation, keeping some live­stock. In other words, in time he will become like the farmer in most places,making a not too easy living. To get himself started he certainly will need
low cost land clearing and extensive credit since he could 
not pay cash for
machinery or improved land. 

Not Unsound but Lon, dange 

This does not mean that the Santa Cruz plan is unsound. It merelyme(ans that a healthy rd'velopment wrill take time and more time than has beenanticipated generally. 
The concept that Santa Cruz will be a cure for so
many of Bolirias immediate problems is likely to prove 
 incorrect. This
concept involves the same error in timing which we find in Bolivia's pe­troleum development, which is also of sum.h a naturp that it cannot providea solution for Bolivia's nroblems during the next three years which are to 
be most critical.
 

Over the longer term, Santa Cruz wolld seem to have enough resourcesto assure it a good future. 
When the railroad to the Argentine border is
colioleted, there ill be other thin-s to sell than sugar and rice. Santa
Cruz citrs, fruit, pineaople, honeyhi-h qualit , that they shoulJ 

and turmeric are of such unusuallyeasily find a market abroad in spite oftransportation costs. These exports alone could provide the foreign ex­cange requirements for all aricultural machinery imports for the area. 

There is one factor which makes it difficult to project the futureof (he Santa Cruz scheme more accurately, namely, oil? From a geologi­
c­ point of view, Santa Cruz seems to be situated close to some poten­tiqlly petroliferous areas which, once developed, could completely change
th, face of Santa Cruz. 

Steps to be Taken 

In vieDw of ihe uncertainties involved in the Santa Cruz scheme, atthis writing, it wnuld seem to be advisable to go somehat slowly onfurther public investment. During the past two years the area has re­ceiver 
th-ough Point IV several millions of dollirs worth of agricultural
 

1 
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t oAltoug.:s hrdy pssile Fv-a complete" blueprintffor, thesolution,,of Blivia' ti-atural-apsome we de,-ni
 
'- conclusion as.,t 'some- cn'ditiois6f~ whic mut be'fulfilled if, succe S: 

ito be-,asEcred, 
.~---'1 

~ ithou~t a/change in ~the government',1 -ric~eandmonetary ,policy which. 
Sdire~tly~enc urages,contra an -activities while discouragingprdcin

~ alJ.effort~sto: help: 'gric ulture in, vB~ia are d6omed. 

j Unless a more is takenbrealistic approach tland refor'l'~imi tingt he-: .A s ame to certain~areas :where' a poem of overpoplaon eit n 't 
arauch, as t
 

peo0ple,m-raket-direcv~ed .l,_r'To irl~ptodueij 
 -will :'rmaiit- a low'16 vel
'drin,-t 'nx f61;years. o~etr euiynthe lan:t woul'bSessentiail,'that'the agrarian ref rm be c arred ouit comltely and u,f 

~s 
in one area- ts~ that poe:ilkw hrt plant af ter -which'the­ame process can be. repeated in another area.U 

LMore than half of Boliviat s basic6 foo6d 'items will iive comeIito from~ the highplains and the Valleys. Thisbirg afact adqut mens shud,,,,Sbe pr'ovided' to stini 6prduto ithsars:of ~Price <ji 
og,'the pr'Oe ionP tee ra rm~~te -Cr~i~orp1iicentivs,'te supplyo htools; settVin~g.up of,~ co r­~aives; as~ ell2-as.through~extenso work 4%o mainta.in or impr~ove .<' prosent potenial,of -the area. -j '> ~ ~ 4­

.- ~:I~isea~6f~~ ti1epriesent\ excessive, emphasis on mec~haniz~U z6,l~rish th~igp4
4 iven, to' ot~n~dutih 'ofmr and be't't'r drfAaial ar t f rom

Srthe fac tat ini m.iiany places - as was the 

plainsh'awella's in 7Sant'a'ruz,~more'thought c uld be 

case in China ,-.the stepfrom?
"stick to thctor. wi'll be too much for~ 'th peasiV~ pt1~~r'oven'­

that animal tracion{ ha.ndled on~a? fai4,fr cha'
is 4.. in'Bol-iviv 

* ';& It may.be interestin-'vo.rnention in. this 'conetion that during the­
~poid10 92when agri'culturfl prdcininoi was certa1iay,

-higher, that it' is toda~y' 265 so4. we 'i'a t Bofja,'il
.,duinag-the last three 'earsalone -m ?488 trctors,were imported ~ 

Y Me~sa.je ,del Presidente de~ Rnep blica al, Oonreso NDac'ionaL1I6 

http:Me~sa.je
http:mainta.in
http:settVin~g.up
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The tractor standing idle for lack of a vital part is quite a familiar
 
sight in Bolivia.
 

Some years ago the extension section of the Agricultural Servicia pre­sented a project for the production of mules in Santa Cruz which appears
to hve some merit 
 It -ould make greater use of domestic resources which
are now idle, such as mares, grass, leather for harness, etc., in the pro­cess of cullivation, leaving the land clearinq aspect to the big tractors,
It is estimated that a farmer with six mules could easily handle 50 hectares
of cleared land. 
Since this type of firmer is now working with hand tools
and could not afford to use machinery anyway, his productivity could be
greabtly increased by the use of draulht animals 

The stock of these animals could be rapidly increased if the Agri­cultural Servicio would import a nunber o' jacks and put them out withhreocle~s who oined a sufficient number of mares (30) keot under fence and
who provided a jacko stable, exercise, corral. etc., 
all accordin7 to spec­ificctions. 
 This scheme mere or les follows the system used for yvars by
the Unied States \rmy Memount Service which wis quite successful in thetates. In this wq', one could develop a group of m>1'le class firmers in
Snnta Cruz 
 hich would greatly benefit the growth of the ire A similar
p:ojct coil!d be dra,,n un for the increase'l use or oxen on h high plains,with which the In-lins are already familiar Its social value co lid in
tima exceed its economic returns. 

As .'e s7a" above, at present Bolivian agriculture is rather inefficientand therefore its cost is relatively high Furthermore the problem is com­olicatel by the fact 
 hat mrkets are limitel since transportation costs
arc hilh also 
 Thus it becomes vital to introuce at an early date measures
to increase efficiency in the production of agricultural corodities and toproviie better marketin 7 facilities, inclulinj transportation. In vim, of
the importance of this problem we 
shall refer to it somewhat more in detail.
 

At prsent the small producer is usually deoendent on the service of
truckers 1'ho can ff'ord to charge in the most arbitrary manner
x<amle may explain this A small
An orange which costs Bs
a distance of some 10 each in the Yungas,100 kilometers from La Panz. 
 is sold for Bs. 60 in the
La P ac
market
 

For lack of both stornge facilities and credit, the farmer is fre­quently forced to sell his croo to loan sharks 
t ruinous prices. Even
when this iq not the case, slow movement ;nd poor storage facilities will
destroy a large part of the agricultural production 
 Theoretically the
farmer can ilways sell his crom at certain fixed prices to the Aricu]­tOral ank but in oractice this is far from true since in many instances
the BDank 
4as no money to buy when the crop comns in.
 

[o remedy this situaLtion, more adequate transoort facilities are most
essential while the establishment of some 
sort of n proluce exchanle in
certain areas 
right also be a great help in alleviatin, the farmer's oresent
 
plight.
 

It goes without saying that to enable the 
government to 
carry out a
policy of supporting agricultural production, productivity in all other
sectors of the economy, especially mining, petroleum and export agriculture,

should be vastly increased also,
 

/ 
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C. MINING
 

Although mining constitutes one of the most important sectors of
the Bolivian economy, the subject will be dealt with rather briefly here
since a private engineering firm is now preparing an extensive report which
deals with all the technical and administrative, as well as some of the
economic aspects, of the Bolivian mining industry. Therefore, the readerwho is interested in the more detailed problems of the industry should be
 
referred to this report 1/o
 

Although some people may feel that this report is overly pessimistic,
the present study has accepted the figures provided by the Ford, Bacon andDavis engineers for the simple reason that if the International Cooperation

Administration goes to the trouble of obtaining a report on the Bolivian
mining indu6try from a first class firm 
- in effect one of the oldest andmost reputable engineering firms in the United States ­ this should provide
the last word to the economist interpreting these findings in terms of the
 
ever-all economy.
 

The hihiands of Bolivia are undoubtedly one of the most mineralized
ar-~a: cf the world 2/. At least a sample of almost every mineral can be
f'mnd 1,.ithin its borders. Since there exists very little concept as to whatconstitute-, "a mine" - many ow.mers have a habit of attributin- this highsounding 
name to mere prospects or even speculations - it is rather difficult
to determine the actual number of mines in Bolivia. 
As a rough indication,
howevc r, ,!e misht mention that the memorandum preoared by Foreign Minister.' 1ter 'uevara Arze Y mentioned the existence of over 2500 small mediumand

sized mines in Bolivia, which figure is likely to be exaggerated.
 

Nost of the larger mines used to be controlled by the Patio, Hochschild
and Arsmayo interests. After the nationalization of the mines in 1952, all
these properties iwere incorporated into the Bolivian Mining.Corporation

which now operates these mines aas national enterprise. 

Roughly the Bolivian mining industry can be divided into three groups,
nrmely, the large mines mentioned above, the medium sized mines, and the

small mines, 
 The two latter -roups are almost entirely private. Although
this classification itself is based on production, and, therefore, more or

less arbitrary, it has very important legal effects.
 

During the last few years the number of small and medium sized mineswhich are actually producing has declined substantially, partly as a result

of Bolivia.s policy of strict controls and low prices paid to the producer
in spite of high world market prices. While the memorandum of Fcreign Min­ister 
Zuevara sbill mentions about thirty-five medium sized miners who
o'pe rated some eighty mines in 1954, this number has now decreased to about

sixteen miners. Both groups employ about 50,000 workers 
/o
 

i,/ aieoort prepared by the firm of Ford, Bacon and Davis, Inc,

2/ Ahlfeld, "Los Yacimientos Rinerales de Bolivia, 1954"J3 W. Guevara Arze, Plan Inmediato de Polftica Econ6mica dei Gobierno de la 

Revoluci6n Nacional 
./ Exact figure is difficult to determine because of lack of data on the

small and medium sized mines. Figures range tofrom 50,000 70,000. 
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Labor intensity in the small and medium sized mines is relatively high since
 
in most cases they use only the most primitive equipment. Frequently their

operation is for a quick profit with little or no regard for correct mining
 
practices.
 

Principal Producers
 

To understand the Bolivian mining problems a little better, a discus­
sion of the principal producers would appear to be helpful. 
From an organiza­
tional standpoint all Bolivian mines are operating under some form of direct
 
government control. 
In the case of the Mining Corporation, the govcrnment is
actually running the mines. 
 In the case of the private mines, the government

exercises its control in a more indirect manner through the Mining Bank with
 
which 'll orivate miners must deal.
 

A. The Minin,? Corporation
 

The Mining Corooration now controls some 163 odd properties ranging

from large mines emoloyina thousands of workers to mere prospects. Accord­
ing to the report of the Minister of Mines, Mario Torres _/, the "Big Three"
 
had invested some $40.7 million in these mines as of December 1951. 
Al­
though this figure is probably far too low, it should be kept in mind that
 
many Bolivian mines started from scratch so that most "investments" con­
sti".ute reinvested profits. Because of this 
as well as because of the in­
flationy it is pr 'ctically impossible to determine the present net worth
 
of the Mining Corporation without an exhaustive study.
 

Jntil recently the management of the Mining Corporation was made up of
 
a Doard of Directors which virtually ran the mines, ooth from a technical
 
ac Kell as a policy point of view. 
However, by a presidential decree of

July 1956, the organizat4in was streamlin-1 at th- suggestion of Ford,
Bacon ind Davis, Inc. As a result of these suggestions, the top manage­ment of the Corporation is now made up of a Board of Directors whose task
 
it is to set the policy, and a manager whose task it will be to carry out
 
this policy and to run the mines.
 

As of December 30, 1955 the Mining Corporation employed some 34,500

workey.o as compared with 28,998 in 1952 and with 17,990 who were employed
by the three big companies in December 1949o 

Production of tin, the most important mineral produced by the Mining

Corporation, decreased from 34,662 tons 
(fine) in 199 to 23,484 tons in
 
1955, fable XXXVIII of the Statistical Supplement shows the production

figures for the Mining Corporation during the past five years.
 

B. The Mining Bank
 

The Minin- Bank controls the output of between 1500 and 2000 small

and medium sized mines in which, according to the above report of the Min­
ister of Nines, some $22 mil]lion had been invested up to December 1951.
 

i,/ La Verdad Sobre las Minas Nacionlizadas - La Naci6n, January 18, 1956.
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yeary 

Pres,'ent Proble~ms of~ the' fi Indu~str
 

~The. prbiJer ofr the Boli>ian min~ing industry can', be 
 di v three e~,, he are thegeneraJjproblems -which,,affrect e,
nda. tose ,of tepiaeminswi 5-Pe" eh~s of-, the ',"4nnga d 6~t 6-ny' 

a searate viec~ neThe genrieilKproble~m o teBovasentence, miin i sry can bStte n'oeOre depletion and lack~of de1'vbpmnt Duigthe ast rtwnyyears Boliia hs s eht~albeen de'tngits ric
~aresuilt? of,.:thisj Ithe m±inn4ndz" UV-1 
st b'dies', ~A 

Snumber argof, nearly exhaustidr miines. ame 
atey 'i~time; little~was~ done~to mprove 

efits to the ine,, iwrs, yn tcii~~1~ ao~h 
pay for.them. ~~mnst
 

~The present situationlis',not so much 
 A,probem, ofpie inedrn
the last few years mineral pri.ces:paid' have been 'about ,h ges inthistory~of _he industy. Furthermore, until recently jthe "Unitditbeen subsidizing Bolivian tungsten, prd~in to,'the tunhe of bu"
~m lion ~nnually., In spite of all'this, ineral 'outputo a qu6tt' b'ive 


< has co~ntinued to decline.
 

Ac-cording to~ the above 
 mentioned engineering~ ,study, Bolivia has: now,about~three to ~five years left in,which'it can continetiv oiisting ineral resources and develop new ories'. ,'To solve Lhis problem thecoutr
nedspivate~ investment. To attract the, latter willcastantial change in over-all phioopy for a sub-." 

rooJerW oftheMinin, Corporation
 

S The:'main 
 'problems of theL Mining, Crporationi insbf ar as thyafecV­duction appear to be.
 

a, 
~ ~ I
ACompleteLackof Labo Disciplini~w 


'~2i ~ Theuin ar

Manaadment, frequently has 'to 

incnrol 
look, up: to' 

in 
the 
Xmost 

union' 
of th~e 

if 
Cor'poration' nmes.,

it is to keep 1Vs job.,A5 a,,result, there,is a, constant, turnover of,, higher ,personnel, Manyof theforign technicians have left'a:long tim ag, 
 T~ eaihing te6h1ciains .4<~~both B6o1lvian and for eig- who' arei doing_%ar almnost~supeihanjb okepgLhe mnesl ',ogether, rare cons an'l und:,i
 
Snothe 4uiions bave almost, direct. accs 4 to the, h~e~ 
 e~e hinluin ~4 ~~~~~ ofMiie ~ hge levrmetohfins~

<;~<do to defen itself"~ The positionL f t~iaae~ uteweakened bythe _falct Itht 4inmany cases~thnincan geti reslt byapll

Political6?sr ~ Mngmn~ hc ­ sunable to do., For instance, last r 

'4'maageen
I~~epei' 
had i
 

requested~ thrug
chnnls
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the 'same ime heuio actuial' contr oertheon~inis,'r,,many minfes~which gives it,,mostef'ctv eas putpeseoih

worker i~o 'arekipen ent upc te 

market.to m a ra ae ae fcmisr ems in the-,blabc,,-

Stealing of both ~minezal 'and supis ha ee ieaet ubroiisbelrev ple ' enes.
I~nseverathere are daily irterruptions e wr o ccuofunion ~meetings whicht arwaleodrkin~ se in n 0orespond n"poutn. dropn'~rodctib, Frq3ijitly', - gem~ent- is uinable toca ryjoits normal eryday functions 7since- i haS v prioritY: to'.un{6ndma S 

Itispraticllyimp sile",for oreen nd upervisors Eo6~auhitisince&the uimpsiioo exercise'­
~oee aUflon~wo ltaprove~anyd sl<A dmsas honyti ng~'which'means anything to the, workers inei di rect .y

Sconnected witb the loss of the'hea comssr. 

In on.of the larger~ mines of~the Corporation the nmer of "sichas been' keople ' ~&~a enincreasing rapidly since the-uiion~ ecouraged~ th workers t0 Uasej5Pheirt thirty er'1aerday-sick leve ,whether~scsik or not 14in h'ys~c eearii"Sto turn down people with ".Isubjectjvecomplaints"' J~..opan forwichnodirect medical basis ayppears to be present for fea' of, losig terjols. 
SAs a rSu, tenme f sick people rose,from 2,048 in Api,'i1l4,' toS2,331 in.April 1955, an-increase of about'15%. ; il 

Continuously the unions are demaniding 'favors from.nManagmn hcca
 
Y> not be refused. 
 Cars are borrowed, -bills fork ofVicial'd'elegation
~. footed, contributions must be made to union causes, must~> be,etc. ,In Potosi4 in.despratin, the accouhtants had to-lump alltheseodd ites gter~e
 

S two new, accounts ~named :"Defense of the, Revolution" and "!Union Expehditures,., 

additiicliotrfrncda
 

Actually,, in adiint' their every dymanagemen~t7, the. mines-.'0.have six bosses, ,as follows:-<
 
VThe444iis.tbr of IMinesi hj

T'he~ B6'ard ''fDirecors of the'1nfin" Corp~oration~
The.General Manager 
ilne Union l 
The"Conitrol Obrero".,.labor~gru diigMngmn 

V ;Th~~Oo~ahdoII <of resent igovernment; pa~ 

Continuously., contrary instructions, pour in on< the bewildered local maaes 4 Sincejabor has about': six: :channels of, recourise to.higher,'au6'hor-,-­it'to bypass their~ow~n management, the confusion iin some case nIa 
j~; ible- For the 'politicians. it -is an' ideal situation, to%, nmake olitical. haywiththe; miners. ,It: is quite poss ble,for a~wr
Vo fia 

~ by one of the above aiuthorities,,and,.to b~e reinstated with higher pay b 

Frequently the-local iunion, control ;obrerojY and the commandos are~<f 'hig.:ot.an- is-sue, with Management not being able to do, anythingmor
than just look 2 4 

Temines are constantly us<ed as a source of patro<nage by higher, 

.4. -

http:aiuthorities,,and,.to


1:,athoritie Whil, Prdu0 t6n goes, down)' eritp.gigponstahlyTh o albr rce- oI,,the IMiig'; 'or$,ronolwas increased by'20%4n forM . a larm~ e n.~ v n iee ~plbyment rolls'could easily have, not~n filling va ated' Positionseo ruI in40st of ihes lte eual nebeeeiss newuobs ae ot ,directly related't prd o n sinc 
'IT" 

exst's 
 sh'tage ~o~e1hners,people: 'wo actually go 'd thert 

Eseialy bad in this connection-ionws'ocdt",ae on isth --facttateMnn 
s6 many pataLy(remaetydsbewho really,,shouldbe.,ab pe~oplea,e on theState'andfrom the.facbt.. tat, not nteCroainthese cple cannot"And pr,

-ire a dangrf infection 't tnumber eielthy' nders~with,"whom theywok Th'of . totally, di sabled. miner~s.1(silicosis, tuberculosis, etc.)
payroll of the',Corporatfon- amounts ,to o0'~~o now on the o bu %of~ ao
Sforce, 
or abou 5% of th 
laor
 

c.Lackof Adiministrative~OrqanizatjoA, Cooination anCnirj>
 
.......
nA Control -' 1'4 'Lack-of administration starts at&Ythere, is a 'tn 

the 1top_ As i~s well known;great dearth of 
ehncasiiva This 'problem' has been 'com~plicated even :more -by the mas 9 exodu sof man. ewyears,!;
 

'Central purchas9ing frtheopr 
 isi crid'out; inficient ~mranner0 Important decisions are 'delayed for;f6ar of,, 
a most linef­

ousos while documentsarcnttl Poiia~r per-m­
practicailly everything -to-La 'Paz,o 

lost" jLcal anagers, have,_t 'refer >appro'val,; 
 whether,it~concerns
UJPoliy ma~tter' or' the ~purchase of a mJi~
Pwaedrik~fr~h majorsew t~-K
Kmissar. Frequently, 
was the tmroesaveen~iaofe pnnescas~e in a mer--ofPurchaejj

~(sources., n&nm ade .latc were maelstyear from certain', 
Because of the ~ever increasing ,shortage>technical departmenit, of dollars,V the Cortoain~which maks -its purchase- recommvendations~>quality basis: on a ebsricthas been ovezr.zuledVc~>ertain,manuf acturers a number' of tme e1oclat'ed ift'different countries who 

ee bf
1give three - five year: credit at: onieabyhgrprics 

are. wi 1ing, to '> 
that even' in 

4 ''S :obvious,case the material were a64t~o be so9, the'comnbination whic
of equipmen'standardization 'and 

fromn various eources, will create.'stockpiling"Problems which, far 'outweigh 1>the advantageOafw,'pennies saved Iinitially.' Y-'A"~'' ~ 
There is also -acertain~ lcack of

'A'2 

coor'dination 1
he ~govf~xrnr e~ Fr, instance, ewe vriu~jc~r"A-' lest year forl several months the Mining
Corporation ,had a numb'er of''essential'shipments at Antofagasta,> includ~ing
~several, hundred'thousahd'dollars worth 'of,-minin9, Milling' equipment,, aid: trnprttoFor, quite -,some time _these; shipment s'could, no'e~er becaus
~the Centralan 
was unable to make the necessary-dollars available'y 

c. 1 Lack fMaterials 
IA 

Atnearly all1 f h Crortin nsmnes, there
serious; 1ack of materials rand exit o
 
Aple ma be mentioned,4A:~;~Y 

equipment. To ill~ustratethsaf wex
 



ur epei i952-1955, -twenty.pond a~swr unavailable ff'twent,,-~f~npound rai- s were'unavailable fo0r sixteen, months, dunngte 

Procuremne issow. O Decenmber -20, 92 anL ore friy assnoutb 
av ,ithe' Corporation'Is., large st tin' mine to 'L' -a.Themat rial.arri'ed o~95 4,or,i :,month's later Thelack of hispi aei necessarj'
mantleie~ese-awhere n6- '--in-t he mii~ an- fl'
7he -block, r-a9vi 

Compressor,.-hseofehrsantherinestg exampl.'ntil Jul1i1954;) 3/41,1 hose w~as'osiuul ,Drn thea,1,
absentat Coatavi- adthe shipment of3 

Inalnealy'mne thre xitspreposterousit11is situation -sbec'ome, 
srious shortage of shovels., To show how-.,frequen~tly~ithe 4managers ha~ve~to go,Outto
buy aafwseodhnd shovels in
nheiVe
'hblack -mar~ketto 
 toL their miners.' 

~~U e. Lack of Reserves 
' 

Tin, mining iii,:Bolivia has been morp, boom oror 16se 'a' bustnropositioA 'Pro, uc tion started-'eirly inthi', csentury -idth ,thein g of some icredibly'richveins and ore -bodies.,: With the':exception~of ~he~ Saiita'N6
Colquiri which was ld&(rloped' more 
mine ea Moool a',
recently, no new tin mihsh-eb&'ds~e~
duigthe last 20, years As, a result, the. Mini'ng CorporationtIs reserve, positionhas 'nowv be'ome: most critical. '&i~ 

Accordfng to the Ford,4.Bacon and Davis study, otft ci 
the Mining' Corporation only'four mines h'aveoutt,~a t -twenty vm~~ f I6f 1he l~arge,~save development' status'while ,six additional mines have -proven ~reserv'es for only t1v&'year~s 'ihic' 1is~con-,bamnn'm.,U8I0eIt e tn: s-can be' consideredL's.4-rkig ndevelopment-statiS or 'lacking in'4possibilities tdeelop.'additioa 

reseves -' qna-:* 

According to the same source, the Corporation's Lore resione in-icate.
th1the esvea 
ra 

mis that,,follow: are at- or near the exhaustionL st~g or wiil4.this stage in,4the next three y'ears':.>4 
:4 

San Jos4, / 4 SietSuyJo4
 
.~~4 Pulacayo'>,. Tateasi-Pou ale44 

~ Japo ,.4 'vBalsa Negra~
- iMrococala~ ' 

~ 
­

,Vioco'(i 
 Section~
 
4444 ' Colavi ' 4i3-Cara 
 ols '(T~in 4Sction) 4-4j C<' d
,olquechaca 
 4'444 Pampa Grane~ 


%(Some of these miines were closed 4under 4the4 regime
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if the Corporation were given more money for development, it could not use
 
it during the next two years because of the present lack of tcchnical person­
nel and preparatory studies.
 

i. Social Problems
 

One of the major problems of the Mining Corporation constitutes
 
the fact that although from a commercial noint of view the Corporation'is

not what it used to be, the labor force has been increased all the time

and labor demands have been growing resulting in more and more social legis­
lation. As the Ford, Bacon and Davis group puts it: 
 "It is a sort of a
 
paradox that the recent Governments that have for some time advanced the
 
social legislation, h-ve also created in large part the conditions which 
are making it impossible for the minin- industry to support this social
 
legislation." 

A most urgent social problem for the mines constitutes the "ouloeria"
 
or cheao commissary. This system grew out 
of the necsttity to furnish
 
food, clothing and fuel to the miners so that they could remain at work 
and were assured of adenuate supplies at low cost. As pulperia nrices 
were -radually frozen, the pulperia privilege took on the form of an in­
direct andl substantial wage as may be seen from the fact that meat can be
 
bought in the pulperia for Bs. 24 per kilo, or US 'O.006, 
 while the normal
 
price is Bs. 0. Other items such as flour, rice and su-ar are priced
 
accordingly. 

To show how serious this problem is, we may mention that in 1953 the
 
average miner was makin- a salary of Bs. 240 a lay at Catavi. With this he
could buy a "package" including such items as shoes or clothing, costing
Ds.2000. In June 1956 the same miner earned Bs. 1314 a day and he can still
 
buy about the same oackage (if available) for about the same price, and
 
keep it or sell it in the black market.
 

Another social problem facing the Corporation's nationalized mines 
sill be the shifting of the dependent mine nopulations from non-profit or 
"social" mines to new pro]uctive enterprises. 

According to the Ford, Bacon and Davis study, which we like to quote 
on the subject, "There will exist within the next five years a deopendent
mine popul-ition (at mines that are essentially exhausted) of about 45,000.

Vith the non-orofit mines now being ocerated as social mines and with 
other mines to follow, it is obvious that a serious unemnloyment problem
must be solved, for the betterment of' both Bolivia ind the mining industry.
 

"The forced operations of the social minc: for the sole purpose of 
creating employment is a costly way of solvin- this problem and one 
contributin- to demorlization qt the mines beause of the tendency to
add to the payroll increasing numers of nonproductive workers. Further­
more, these mines are wearing out equipment which must be renlaced with 
dollars obtained throut h 'orei-n rxchn'e, 3oth the equipment ind the
trained labor could he used elsowhere to groater advintage. Also these 
social mines offer no incentive to make economic improvements and con­
tinually set 
a poor example to the other nationalized mines and the

nrivate mines as well ...... /
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"The handling of the excess population of mining towns where mining activ­
ities must of necessity cease, has always been a difficult one and some un­
successful attempts have been made in the past to move mine workers and
 
finilies to wholly new occupational areas. It is the opinion of the Engineers
 
that the trained miners of this group will be very much needed by the mining

industry if the overnment takes the necessary steos to revive the industry.

These Ainers and their famili-s can be attracted to new mine developments

wherein good housing and camp facilities are provided.
 

"The first solution to the above problem is for the government to take
 
the necessaryr steos to create an investment, climate which will stimulate the
 
minin7 in-!ustry and create the need to employ these miners who know mining and 
who prefer to live in the mining country. It would not require much stimula­
tion of !,he industry to create a shortage of miners. A large mining oroject 
like the development qnd operation of The Matilde prooerty for instance, 
would absorb a large portion of this mine pooulttion."1 

The Future of the Mining Corporation
 

The future of the Mining Corporation is hard to predict with any degree 
of accuricy since so much deends on how the politic-l and social problems
will he handlcd in the near future. However, one certainly can make the 
statement tht even unler the best of circumstinces the future of the Mining 
Cornoration is not qood. 

To make ends meet, the Cornoration could make sizable savings by closing
certain minas and using equinment saved in this manner elsewhere. 

Table X:9-A shows the Corporation's estimated increase or decrease in
 
mineral output over the next five years as projected by the Ford, Bacon and 
Davis study. As a result of this, according to the same source, the Corpora­
tion ould be onerating at a loss of about $45 million by the end of the 
fifth year. 

Lack of capital and lack of technical staff, combined with the few years 
which are nov left in which to do anything, will make it almost impossible for 
the Coroorntion to develop new properties which completelyTthrows the burden 
of the raniIdevelopment of new mineral resources on the orivate mining in­
dustry. For further details of this most interesting aspect of BoliviaIs 
economy '-uring the next few years, the reader is referred to the Ford, Bacon 
and Davis renort. 

Problems of the Private Mines
 

One of the main problems cf the private mining industry has been the
 
absolute government control exercised throu-h the Minin- Bank. As mentioned 
before, prior to the establishment of the Mining Bank in 1936 the mall and 
medium sized miners had absolute freedom to do with their production as they 
oleased. Some of them exported their minerals directly, while others sold 
to ore buyers such as Philipp Bros., Hochschild, Duncan Fox, and others. As 
a result, nearly all of them had their own credit standing abroad and were 
able to purchase or replace the necessary mining eqnipment. 

,Jith the establishment of the Mining Bank as a government monopoly

handling practically all exports, all this was changed, the idea being that
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the ore buyers were making too much profit which should have accrued to theminers themselves. The system worked at the beginning since in the earlydays the Minin7 Bank operated more or less as a development bank for the
industry. However, as time went on the Mining Bank became more -md morebureaucratic and unable to help the miners. 
From the original concept of a
development bank for the private minin7 industry, giving credit, assistance

in the sale of minerals and technic .lassistance, it gradually developed

into a stumblin- block for the private mining industry.
 

Accordin- to the decree of June 2, 1952, all private mines had to de­liver their minerals to the Minin- Bank at completely arbitrary prices in
local currency after which the Bank would sell them for dollars. Like,,ise
they had to import all equipment through the Mining Bank. These measures
resulted in a serious drop in production as may be seen from the following
figures' 

PiZCIPAL 14INE'AL EXPORTS OF THE IDIUM AND 3',ALL RIVATE MINES i_/
(All Fiures 'Givenin Thousands) 

Mineral Metric Tons Fine US Dollars (gross value)
 
1949 1952 _U5 1949 1952 1955 

Tin 5,682 6,169 4,576 11,943 16,107 9,305

Wolfram 
 947 1,449 1,353 1,381 9,267 5,660
Lead 18,178 20,245 11,25? 5,908 7,661 
 3,729
Antimony 10,255 
 9,626 5,292 4,177 4,151 l,87l

Copper 202 
 461 306 
 86 286 243
 

During 1955 the gross income from all the small and medium size private
mines %mounted to some $24.5 million as compared with $32.5 million in 1.951.Of this total some $9.0 million went to the Minin7 Bank for realization
 
costs and other expenditures.
 

Althou~h it is not its mnjor problem, private mining is affected bylabor problems to a considerable extent. For instance, in one of the

private mines labor productivity dropped from 2360 kilos of fine metal per
man per month in January 1954 to 645 kilos in December 1954. By April 1955
this figure had dropped further to 274 kilos per man per month. 
However,it seems safe to say that the labor oroblem is nothing compared with the
problem which thc Vining Dank presents to 
 the private miners. Requests foreq1ipment are handled in a very slow manner. To show what the private miner
is un a-'inst, a hypothetical - however typical - imnort case has been pro­vided under Apoendix III of this report. Sometimes -equests are changed or 
not attended to. Furthermore, the Mining Bank's prices for equipment appear
to be in excess of what the private miners would have to nay if they were
 
to buy their equipment directly. For instance, miner's hats boucht through
the Dank.ininga case cost Bs. 3500 a piece. Thein specific same hats 
could be bou-ht w¢ithout the help of the lMinin- Bank for Bs. 785. 

The high cost of the Bank's operation is easily ex~nlained ir one takes 

Source: Ford, Bacon and Davis, Inc. i 
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into account the fact that, in addition to charging a higher price for the
 
goods which it procures, the Bank charges expenses in bolivianos which are
 
then converted into dollars at the official rate and deducted from the client's

dollar account. It needs no explanation that with the fast increasing infla­
tion, the effects of this procedure are disastrous for the individual miner.
 

Because of the extreme disorganization in the Bank, there is a constant
 
struggle between the Bank and the miners as to the amount of credit which the
 
latter have with the Bank as a result of their sale of minerals. Since the
 
Bank is more or less autonomous in these matters, there is little the miners
 
can do about it.
 

The Mining Bank is rather incompetent as a procurement agency. During

1954 the Mining Bank bought on credit US $1.3 million worth of compressors
to "mechanize the mines", which are said to of thebe wrong type, while at 
the same time the small mines were clamoring for transportation equipment.
 

The Bank can only handle routine operabions and handles them badly. 
Not
 
so long ago a private miner offered a certain low priced mineral which con­
tained a substantial part of another, much more valuable mineral. 
In this
 
relatively new situation the Bank punished the miner in question for the "im­
purities" in his mineral instead of considering the less valuable mineral
 
part of the more valuable ore.
 

The Road to Bankruptcy. 

As a result of all this, there are now only very few private mines that
 
can still make a profit. According to a calculation made by the Ford, Bacon
and Davis engineers, the government's "take" in the 
case of many private mines
 
'mounts to about 100% of the net profit as compared with 37% in Canada, 28% 
in Venezuela, and 22% in Peru. According to the same source most of the medium
 
and small private operators are now non-profit, and some of them have been
 
driven into bankruptcy. The report 
states that during 1955 the government

vwithheld 74/5 of the -ross sales, thus making it impossible for these mines to
 
be self-sustaining.
 

Apparently the ore reserve position of the medium sized mines 
- while not
 
as bad as 
thqt of the Mining Corporation - has also deteriorated to a dangerous
 
extent, while the productivity per man shift in these mines has deteriorated 
about 20% since 1953. Along with this, workin- capital and reserves have been 
depleted while mine and milling equipment has deteriorated because of lack of 
maintenance and replacements. 

Since the problem of the private miner is a direct result of excessive
 
controls and taxation, and not one of lack of capability or initiative on
 
the part of the operators themselves, this problem could be remedied in a
 
relatively short time. 
 That this is true can be proven by the fact that
 
since the decree of March 23, 1955, the industry has already experienced a

small recovery and further expansion is still possible if the operatorst

freedom is increased. If the private mines were able to exporb for $32.5
 
million in 1951, which was admittedly a good year, there is no reason why,

with adequate incentives, this figure could not be brought up again to $30
 
million a year under present day conditions.
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Potential Over-All Capital Needs for Bolivian Mining Industry 

The Ford, Bacon and Davis engineers have made an estimate covering the

over-all future capital needs of the Bolivian mining industry under more or

less favorable operating conditions. It is obvious that in view of the ex­
isting uncertainties such an estimate has to be extremely volatile. 
For

instance to put all the Mining Corporation's mills alone back into shape
would require an investment of some $16 million. 
Therefore, the folloiwing

figures constitute only an approximation: 

7 

Total Capital Needs Annual
Entity .7
 

Five Year Period Average
 

Nationalized Mines 
 $ 11,253,000 $ 2,250,000
Private Mines 
 26,095,000 5,219,000-


New Projlects

Mines 
 33,995,000 6,799,000


Industrial 
 3,050,000 610,000
 

Government
 
Geophysical Surveys 
 1,000,000 200,000

Civil Service Administration 
 375,000 , 75,000 

Total $75,768,000 $15,153,000 -

Thus, it appears that the Bolivian mining industry could well absorb .$15 million per year for a period of five years, or more, if it could attract
 
the capital.
 

D. YETROLEUM 

Petroleum has been called Bolivia's ace in the hole since the black.
,old could well prove to be a new resource for Bolivia, which in time might

help to put the country back on its economic feet. While this possibility

undoubtedly may exist, one 

7
 

should not forget, however, that no matter what
petroleum might do for Bolivia at some future date, it is not likely tosolve Bolivia's most immediate problem which is how to carry on during the 
next four years.
 

~/Source: Ford, Bacon and Davis, Inc. 
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Brief History of the Bolivian Petroleum Development
 

The first reference to Bolivian petroleum was made in 1640 when an Anda­lusian priest, Alvaro Alonso Barba, in his famous book, "El Arte de los Metales,referred to numerous oil seeps in Bolivia. In 1864 the government of Presi­
dent Melgarejo granted some sort aof petroleum concession to a group ofGerman industrialists. 
Although from the early days of the petroleum in­
dustry, it was clear that Bolivia might have some petroleum potential,it isequally clear today that most estimates are mere speculations since only the

drill can give the final answer. 

Bolivia's more recent petroleum history starts with the entry into the
 
country of the Standard Oil Company of New Jersey during the early twenties.
The country's first oil law dates from June 20, 1921. 
The Standard Oil Co.
of New Jersey did considerable exploration work in the Camiri region which

would later on become one of Bolivia's major producing areas. In 1937 Jersey

Standard was expropriated. Yacimientos Petroliferos Fiscales Bolivianos
(YPFB), the national petroleum agency, was established by the decree of De­
cember 21, 1936. At about the same time practically the whole territory ofthe Republic was declared to be a national reserve which was to be exploited

exclusively by YPFB. 
For a number of years, YPFB carried on a rather incon­
spicuous existence. Production was never much over 1000 bbs. a day while

hardly any new exploration work was carried out. 
 The pipelines to Cochabamba
and Camiri were built, together with small refineries at their terminals, but

nothing very exciting happened.
 

When the government of President Paz Estenseoro came into power in 1952
it found itself in a most difficult financial position. 
Yet at the suqgostion

of the management of YPFB, it decided to take a gamble on oil. 
 About 02 mil­
lion of Bolivia's scarce dollar resources were set aside to buy some modern
 
drilling rigs.
 

The deal paid off almost immediately. While production at the end of

1953 was about 1600 bbs. a day, productive capacity at the end of 1955 had
 
grown to over 12,000 bbs. a day, more than enough to cover all the domestic
petroleum needs of the country, and to leave enough of a 
margin for exports.

The prospects for Bolivian oil are encouraging in view of recent new dis­
coveries in the Camiri field, the high grade of Camiri crude, and the

thickness of some of the producing sands. 
 Furthermore, the volume of re­
serves proven so far may point to 
even larger and broader structures in the
 
Chaco area. 

Organization of Yacimientos Petroliforon Focalon Bolvianp I/ 

At present Yacimientoo Petroliferoe Fiacalen Bolivinnon hau a peroonnel
of about 1300 employees and over 2000 labororn, the larger part of whom are
stationed at the Camiri camp. 
From top to bottom morale ic excellent. The
 management is in the hands of Mr. E. Hinojonoa, an American trained petroleum

engineer.
 

In 1953 the agency organized a geological department for which two for­eign and three Bolivian geologists were hired. In 1955 four more foreign

geologists were added to the staff, which nermitted the a encv to carry outsurface exploration work over more than 579 square mile% during that yearwhich resulted in the discovery of two new structures (%hayruy and Toro). 
I_/ For details on YPFB personnel and drilling equipment see Appendix IV. 

\*.) 
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Sales
 

At present YPFB is completely filling the demand of the domestic market
 
except for lube oil and aviation gasoline. Tables XXXXI-A and B of the Sta­tistical Supplement show both production and domestic consumption of' petro­
leum products while Table XXXXI-C gives YPFB's 1955 exports.
 

Exports of petroleum products for 1955 remained far below +.he original

estimate of US $6 million since Argentina was unable to take delivery. 
In ac­
cordance with an agreement signed at the end of 1954 with Argentina, Bolivia
 was to export petroleum products up to a 
value of $5 million a year to the
Argentine to reach $15 million over a period of three years. 
 In order to com­
ply with this agreement YPFB built the pipeline from Camiri to Yacuiba. 
How­ever, ever since the agreement was signed Argentina has had difficulty in re­
ceiving that much petroleum since it has to take delivery in tank cars which
must travel some 180 miles to the Salta refinery. As a result, 1955 sales of

crude to the Argentine did not exceed $1.6 million.
 

Estimated exports of petroleum products for 1956 are as follows:
 

To Argentina 
To Brazil 
To Chile 

US $ 4,817,000 
693,748 
532,628 

To Paraguay 17,965 
To Peru 240,422 

Total US $ 6,302,463 

Present Situation 

As a result of its aggressive exploration and development, YPFB finds
 
itself overnight in the position of a small but completely integrated oil
 
company with severe growing pains. 
Over the years the agency has received

substantial help from the government, either in the form of direct assist­ance or through the medium of differential exchange rates. Up to 1952, US $22.9

million had been invested in YPFB by various 3olivian governments. Of +.his
 amount, $4.11 million had been paid off. 
 Of the remaining debt, or $18.4
 
million, the Central Bank took over 
,14.6 million at the rate of Bs. 60 to
the dollar which left YPFB with nothing but a small local currency debt on
 
this account.
 

Since 1952 YPFB invested another .24 million, bringing the total in­vestment up to some $47 million. 
This latter investment program was largely

financed through the granting of foreign exchange at the official rate of
Bs. 190 to the dollar, while many of YPFBfs sales are 
carried out at much

higher rates. For instance, during the first nalf of 1956 sales to
Argentina were carried out at the rate of Bs, 56O to the dollar; for trade
 
with Chile, Paraguay and Brazil, YPFB's rate was fixed at Bs. 1790 to the
 
dollar, while in selling to Peru it will receive free dollars.
 

An example may further illustrate this. In 1955 YPFB bought 20 tank
 
cars worth $303,127.80 which cost the agency, at the Bs. 190 rate, Bs.
57,594,145. The annual operating cost of these cars alone during 1955

amounted to Bs. 86,168,072. Thus YPFB was able to pay off some of its
 
more recent investments, such as the Camiri-Yacuiba pipeline in record
 

http:303,127.80
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time. 
As a matter of fact most of the investments made since 1952, with-the
exception of some $6.3 million, have already been amortized. For this reason,

it is rather difficult at this moment to separate YPFB financially from the
Bolivian State since in addition to cheap dollars the agency was given val­
uable oil lands plus a distribution monopoly in the country without any

charge. 
Up till 1956 YPFB has never had to charge any depletion.
 

The 1956 foreign exchange budget fixes YPFB's dollar quota at the Bs. 190
 
rate at about $44.8million. Of course, a small part of this will be coming
back to the government as a result of YPFB's export sales. 
For instance, last
 year YPFB exported $2.3 million of petroleum products. The agency's total
 
profit for 1955 was Bs. 2.8 billion.
 

It is obvious that if YPFB had had to list all its properties at the
parity rate on its books, it would have found it most difficult, if not im­
possible, to amortize these investments from profits cbtained in the local
market as well as from export sales. 
 A quick look at YPFT's foreign exchange

budget for 1956 is very revealing in this respect.
 

On th- other hand, one should recognize the fact that in the domestic

market YPFB is selling its product at a nrice which is below its realistic
 
value. Furthermore, YPFB has now about 80 million barrels of proven oil in
the ground. The agency is currently engaged in a drilling program to open
up additional wells in a proven area which will bring its daily productive

potential up to 17,000 barrels a day bv the (nd of 1956. 
It has the person­
nel and the equipment to carry out this job.
 

Future Plans of YPFB
 

YPFB has accomplished its goal of supplying the domestic market with a
 
full complement of petroleum products (except for aviation gasoline which
would be uneconomical to produce in Bolivia). 
 It now has its eyes on exports.
By the end of 1957, YPFB expects to have a productive capacity of 17,000

barrels a day which it plans to distribute as follows:
 

7000 bbs. a day to supply the local market
 
4000 bbs. a day to Argentina
 
6000 bbs. a day to other markets abroad
 

In order to assure a sufficient volume of exports, YPFB has made de.

tailed plans for the construction of a pipeline to connect with an ocean

terminal. 
At present there exists a pipeline which connects the Camiri
field in the eastern part of Bolivia with Oruro and La Paz. 
 The projected

new pipeline would connect at a place called Sicasica near Oruro with YPFB's

existing pipeline system from where it would drop down to Arica on the
Pacific Coast. Its initial capacity would be some 6,000 barrels a day. 
A

detailed study of the project was prepared for YPFB by Williams Bros. Sud­
americana, Ltd., of Tulsa, Oklahoma in May 1955. 
Williams Bros. recommended

that the line consist of about 171.4 miles of 10-3/4" pipe, and 44.4 miles

of 8-5/8" pipe. 
A portable pump station would be installed at Sicasica
while a marine terminal would be constructed at Arica. The capacity of

the Camiri-Cohabamba pipeline would be increased to 12,000 barrels a day
by the construction of a new pumpinq station near Novillero and by theaddition of one pump-engine unit to each of the five orirginal. pamping sta­
tions, all of which would cost some US $10.5 million. 
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Recently in May 1956, YPFB managed to arrange financing for this project
when it entered into a contract with the Gulf Oil Corporation which agreed

to put up half of the cost, or about $5 million as a loan to YPFB. The
remainder will be financed by the firm of Williams Bros. which has agreed
to take 70% of the construction cost in oil while the pipe can be obtained

from a European manufacturer on four year credit /.
 

In time the Arica-Sicasica line may be connected directly with the
Camiri field thus giving Bolivia the possibility of placing some 50,000 bar­
rels a day at the ocean terminal to be constructed at Arica. Another con­tract gives Gulf an option for the possible financing of this project (which
would cost some $35 million), if and when sufficient reserves have been estab­
lished to justify its construction. In addition to this, Gulf was aiven the
exclusive right to carry on exploration over an area of 3.7 million acres

within the zone which the new petroleum code had assigned to YPFB in order to
speed up the establishment of reserves of 200 million barrels which would be
needed to make the construction of a direct pipeline from Camiri to Sicasica
 a worthwhile operation. All told, the investment which Gulf proposes to 
make comes to some $40 million.
 

The construction of the Arica-Sicasica pipeline - in addition to brin"­
ing in additional income ­ would help YPFB in achieving a better balance in
its operations. At present YPFB has an operating problem in that it has a
rather unbalanced ratio between its availability of light and heavy products.

Its highly volatile crude which commands a premium in world markets is 
ex­actly the type of crude for which it has little use in the domestic market

which needs a larger supply of diesel oil and fuel oil.
 

While the contribution to the overall economy of the Arica-Sicasica
 
project would not be spectacular, it would mobilize a resource which is 
now
 present and which cannot be used to its full extent. 
In addition, it could
represent a gross dollar income to the Bolivian economy of some $5-6 million
 
per year.
 

Placing Bolivian oil at Arica may have other beneficial effects. It
 
will definiLely provide a nearby supply of petroleum to the growing markets
in adjoining countries. 
For instance, Chile might find it advantageous to
export its own production from Maghellanes in the deep south to Uruguay,
and instead import Bolivian crude at a considerable saving, while the mar­
kets of Argentina and Brazil in time will be able to absorb all of Bolivia's
 
excess production.
 

YPFB's Contribution to the Bolivian Economy
 

So far YPFB's efforts have saved Bolivia permanently an import bill for
petroleum products amounting to some $6 million a year, (this calculation

includes transportation costs from AntofDgasta to the Bolivian border, and
it takes into account that if Bolivia had no local production consumption

would have to be rationed), and it has provided a new income of several mil­
lions of dollars derived from petroleum exports. It has also focused the
 

l_/ Naturally these agreements are contingent upon approval by the Bolivian
 
Congress as well as upon the ratification by Chile and Bolivia of the

respective agreements concerning the admission of pipelines through

Chilean territory.
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attention of the international petroleum industry on Bolivia's petroleum
potential. 
What may be of equal importance in all this is the morale

factor. 
YPFB's success has served to build confidence. It has shown the

Bolivians what Bolivians themselves can do if given a relatively free
hand. 
It has made YPFB the first government-owned oil agency in Latin
America which is in a position to export a sizable quantity of petroleum.

This in itself is no mean achievement.
 

In spite of all these positive factors, however, one has also to recog­nize the fact that YPFB's development program has been carried out largely
at the expense of the mining industry in which very little money was re­invested during the last four years. 
 From January 1952 to June 1956 YPFBreceived 
some $36.3 million l/ in foreign exchanae at the official rate,
which was produced by the mining industry. Of this money, it used roughly

$24 million in new capital investments. The remainder was used for oper­
ational expenses including the purchase of aviation gasoline and lubricants. 

It is absolutely necessary to put the above into proper perspective

in connection with the question as 
to where YPFB should go next. If the
present policy of providing YPFB with large sums of money at the official
 
rate of exchange is continued, future returns are likely to be less im­mediate than those obtained in the past. These more recent spect0acular
successes of YPFB were possible to some extent because a lot of ground workhad already been prepared; 
some pipelines and refineries had been con­structed, and at least there had been some investment in exploration. Thus
a few additional investments vindicated some of the past ones, making the
whole investment policy pay off in a spectacular way by supplying all of
 
Bolivia's petroleum needs.
 

The next step, however, of building YPFB into a big concern with ex­ports in all directions is another story. 
 It would be all right if YPFB

had the money for such a project. 
But it would seem to be a mistake to
finance a further growth of YPFB with public funds as long as private

funds to do the job are available as is now clearly evidenced by the

interest shown in Bolivia by several oil companies. This presses even
 more if one realizes that petroleum investment is likely to generate ever
increasinR demands for new investment makin7 the whole thing a rather long
 
range proposition.
 

On the bisis of the above considerations, it seems that in the near
future careful consideration should be given to the question as to whetherfrom now on any future dollar allocations should go first to YPFB or
the mining industry. Cutting several millions of dollars from YPFB's
'o
 

foreign exchange budget will mean a drastic cut in exploration and drillingactivities. 
However, since YPFB has already more reserves than it can handle,

this type of activity, particularly where it concerns deep drilling for new
structures in the Chaco area, does not appear to give the most immediate
 
returns. 
As a matter of fact these returns are so long range that if this
policy is continued, Bolivia in two or three years may well find itself in
the position that it has no longer an adequate income from mining while its

realizable income from petroleum has not yet arrived.
 

l/ El Diario, August 22, 1956
 

\AjV 
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The Future of Bolivian Oil
 

As pointed out above, Bolivia's petroleum future may be quite promising.

However, in discussing this future on a realistic basis, three points should
 
be brought out:
 

1. Bolivia lacks the canital 
to develop on its own its petroleum potenti

2. 	The country's general instability has been a handicap in attracting


serious petroleum development from abroad.
 
3. 	Unfortunately, according to an agreement concluded with Brazil some
 

time ago, a part of Bolivia's most promising petroleum region can
 
only be exploited jointly by Bolivian and Brazilian entities.
 

To start with the last point first, in 1938 Brazil committed itself to
 
assist 	Bolivia with the construction of a railroad from Santa Cruz to CorumbA.

Since the ori-inal payment of one million pounds sterling (gold) proved in­
sufficient to complete the construction, Brazil committed itself to a further
 
loan at 3.5/ which Bolivia would pay back in 20 years in gold, crude oil or
 
gasoline. It was further agreed between Brazil and Bolivia that the payment

of the 	debt would be guaranteed by the petroleum whinh might be produced in
 
the zone traversed by the railroad. In addition a certain zone was set aside
 
which could only be explored by a joint Bolivian-Brazilian Commission and
 
which in a later stage could only be exploited by joint entities controlled
 
by both nations. The exploration cost calculated at $1.5 million was likewise
 
to be paid out of Bolivian oil. At the same time, Brazil promised to consider
 
all pending border disputes between the two countries as definitely settled.
 

In 1952 the above agreements were amended in this sense, that the loans
 
made by Brazil would have to be repaid in the original currency (gold sterling)

or in petroleum products. In addition the area on which Brazil had a petroleum

claim wE precisely defined. 
 It was further agreed upon that both governments

would put up another million dollars to continue petroleum exploration in the
 
area. In lieu of its contribution in cash, Bolivia contributed the geological

studies made by the Standard Oil Co., valued at $901,899. In August 1953,

another agreement was signed between the two countries by which Brazil com­
mitted itself to 
pay US $4 million for the further exploration of the sub-

Andean belt.
 

Brazil never complied completely with the above obligations. The 700
 
kilometer track from CorumbA to Santa Cruz has cost Bolivia £224,266, US
 
$9,964,098, and Cr 814,759,205, not including the cost of the bridge over
 
the Rio Jrande which is yet to be completed. Recently the problem has
 
been discussed again between the two countries. Since Brazil needs all
 
its financial resources and since it is obvious that 
a mere 	petroleum po­
tential hidden in the ground is no good to 
either 	country, there is now
 
some 
hope that in the near future this problem may be solved in a realistic
 
way between the two countries.
 

A somewhat similar deal was made by Bolivia to finance the Yacuiba-

Santa Cruz Railroad which connects the latter city with the Argentine. In
 
1941 Argentina agreed to lend Bolivia some 
funds for the construction of
 
the part 7oing from Yacuiba to Villamontes. Bolivia again committed it­
self to repay in Argentine pesos, dollars or petroleum products. As
 
guarantee for the deal, Bolivia agreed that sonie oil produced in the zone 
traversed by the railroad would be earmarked to repay the Argentine loan.
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In 1942 Argentina agreed to lend Bolivia ten million Argentine pesos for the
 
construction of a road from Oran to Tarija and Potosf, the repayment of which
 
was 	likewise guaranteed by repayment in petroleum products. In 1945 Argentina

loaned Bolivia another 40 million pesos for the construction of the railroad
 
from Villamontes to Santa Cruz plus another fifteen million for further pe­
troleum development south of the Parapeti River. A part of the petroleum whic
 
might be produced in the zone traversed by the railroad was again put up as
 
guarantee for these loans. As a further guarantee, ail profits resulting from
 
the 	operation of the Yacui.ba-Santa Cruz railroad were also to be tulrned over
 
to Argentina. Later on, in 1945 Argentina agreed to lend Bolivia another 60
 
million pesos for the above projects, again guaranteed by petroleum to be re­
paid in 1952.
 

Early last year (1955) the total Argentine debt was consolidated and put

at US $20,890,431 after which Argentina agreed to lend another 255 million
 
pesos for the completion of the Yacuiba-Santa Cruz railroad and for the road
 
from Bermejo to Tarija. Repayment of all these loans will have to come out of
 
the 	production of YPFB.
 

As to the first two points mentioned above, lack of capital and general

stability, both YPFB and the Bolivian Government have been keenly aware of
 
this problem. As a result the government has been going out of its way to
 
keep good relations with Glenn McCarthy who entered the country in 1953 under
 
a special contract which gave the company a thirty-five year concession with
 
all 	sorts of special privileges. So far, McCarthy has been drilling five
 
wells, none of which have shown commercial production although the prospects

in the zone granted to McCarthy appear to be excellent. This seems to be es­
pecially true for the Agua Salada structure where no test drilling has been
 
done as yet since McCarthy has given priority to the Los Monos structure which
 
is better knoir geologically in view of the work done on it by Standard Oil Co.
 
of New Jersey.
 

New Petroleum Code l/
 

YPFB realizes quite clearly that it is unable to develop by itself all of
 
Bolivia's petroleum resources. As a matter of fact, all along the agency has
 
been one of the strongest advocates that the country's petroleum potential be
 
opened up to roreign capital by means of a new and effective petroleum code.
 
The United States Operations Mission to Bolivia has had a keen eye for this
 
problem. Early in 1955 the Mission contricted the services of the New York
 
firm of Shuster and Davenport which drew up a petroleum code. From the be­
ginning this project had the full support and interest of former President
 
Paz Estenssoro who energetically pushed it across all hurdles until the final
 
decree was signed on October 26, 1955.
 

The new petroleum code has received a most favorable comment from the
 
industry. It has already resulted in attracting new capital in the form of
 
the above mentioned contract with Gulf Oil Corp. however, the government

has not stopped at this. It realizes clearly that in order to attract the
 
kind of petroleum capital which it needs, it must pass the present code,

which was issued as a decree, as a law. This in turn called for the es­
tablishment of a constitutional government. In order to do this, general
 

l_/	A summary of the new petroleum code may be found under Appendix VI of
 
this report.
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elections were held last June and it is expected that the new parliament will
 approve the new law before the end of this year. From then on the answer

will be up to the international petroleum industry which, in view of what is
happening in the Middle East, may well become interested in increasing its
 
reserves in the Western Hemisphere.
 

Oil versus Mining
 

Whether petroleum can ever replace mining as a source of income for Bo­
livia remains an open question. Apparently the hope is justified that with a sufficient investment from abroad, enough reserves could be found eventually

to permit the exportation of some 50,000 barrels a day to Arica which could,

in time, mean an annual income to Bolivia of some US $40-50 million, all in
foreign exchange. 
Some experts believe that this would not be too difficult
and that the establishment of 200 million barrels uf reserves to supply a
 
pipeline to Arica could even be accomplished in a relatively short time with­
out excessive investments /.
 

Whether this estimate is too optimistic is hard to say in view of the
 present lack or geological data. Such production would most likely have to
be developed in the southeastern part of Bolivia, by means of rather deep

drilling. What can be said, however, is that in view of both the terrain
and its location, Bolivian oil is 
not likely to be very cheap. It will not

be competitive with Middle Eastern crude. 
 Its main role should be conceived
 as a source to supply the ever-growing markets in adjoining countries with
 
perhaps a possibility of exchanging light Cnmiri crude, of which Bolivia has
 
an excess, for heavy California crude, which Bolivia needs badly.
 

E. ELECTRIC POWER
 

Bolivia's present electric power capacity amounts to about 110,000 KW,
about 80% of which is derived from hydroelectric plants, the remainder coming

from thermal operations. Total consumption during the year 1954 amounted to
353 million KWH which comes to a little over 100 KWH per capita. This compares
with a per capita annual consumption of 4000 KWH in the United States and 400

and 600 KWH in Chile and Peru respectively.
 

Most of Bolivia's power requirements are provided by the Bolivian Power

Comp-ny, a company with head offices in Montreal, Canada, which has been active

in Bolivia since 1925. Its present installed capacity is about 60,000 KW. 
In
spite of tremendous difficulties, the company, which started practically from

scratch, has been expanding constantly. During 1955 it added 9000 KW to its
 power capacity, representing an investment of some $2.7 million. 
Present

plans call for the addition of another 30,000 KW during the next five years

at an estimated cost of about $9 million.
 

The company's Carabuco project near Oruro, which is 
now under construction,

is scheduled for completion by the end of 1957. Representing an investment of
 some $2 million, it will add about 8000 W to Bolivia's total power capacity.

Another project near La Paz (Sainani), which added some 10,000 KW to the
 
country's power capacity, was completed in August 1956 at a 
total cost of about
 
$3 million.
 

/See assmuss in World Oil, May 1956. 
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During the past 20 years Bolivian industry has shown a considerable in­crease. Accordin 
to the National Chomber of Industry the industrial labor
 
force more than doubled during the years 1937-1950 while investment in in­
dustry increased in a somewhat lesser proportion durin; the same period. Con­
sidering its general stale of economic development, Bolivian industry is al­
ready relatively well diversified. 
A total of 461 industrial establishments
 
employing 
some 22,000 workers were visited by the Inlustrial Hygiene Division
 
of the Health Servicio.
 

Naturally a substantial percentage of Bolivia's local industry relies
 
heavily on the import of raw materials or semi-finished products. During the
past few years about 015-18 million annually was allotted by the government
to attend to the necessities of Bolivia's manuf-cturin7 industry in spite of
 
the acute shortage of foreign exchonge.
 

Under the impact of ever incre~sin7 import restrictions, Bolivign industry

has become more and more diversified. 
 Total output rose from Bs. 2 billion in
1949 to i3s. 9.7 billion in 1953. While a large part of this increase is, of 
course, don. to the inrlation, the actual physical output of goods and services 
shows a smM] increase aio. Niturilly, some or this nxpaPsion is unsound ind
based on the present emergency situation, which practically eli~rinnteq nil
imports. 
In June 1955 the total amount invested in industry established in
 
the Department of La Paz where most of 
 olivinn industry is located, was Bs.
 
4.2 billion.
 

Princinil Industrial Activities
 

Coming no- to in anlysis of the present scope and nature of Bolivian in­
dustry the following basic industries should be mentioned:
 

Textiles
 

There 
are about fifteen mills producinZ cotton and wool textiles. The
 
latter employ to ,nlarge extent domestic mterials such as vicula, alpaca

and sheeo wool. Whton is aractically all imported although domestic pro­
duction is now rising as 
a result of the alricultural diversification pro­
gram. The seven largest factories which employ som., 2800 workers produce

an average of 9.4 millio 
yards of cotton and 1.5 million yards of woollen
 
textil:. 
 In ad 5tion, ,ome rayon textiles are bein7 manufactured from im­
ported raw materiol. Plans for the establishment of a rajon factory are now
 
being studied, lack of dcllar financing being the principal obstacle.
 

Cement
 

At present there is only one cement plant in operation in Bolivia, which
 
is controlled by the qrace interests with a substantial particination from

Bolivian and Peruvian investors. The plant, which is located at Viacha, 
near La P-iz, has been in op'rtion for about 30 years. It enploys about 300
workprs and produces n total of 36,000 tons of cement a ynar. The factory
also produces fibre cement, using local asbestos material, which shows qrent
promise for roofing miterdal as well as for sewerage pipe. Another cement
plant is now under construction in Sucre, having a planned capacity of 
some
 
36,0=0 tons o cement per ynar. 

Although th'ar, exist some plans for the establishment of a cement factory
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near Cochabamba, no serious study has been made as yet of this project. 
 The
establishment of another cement plant is of extremely high priority in Bo­livia since cement is continuously in short supply. 
Apart from this, the
Viacha plant is in constant danger of breaking down because of the lqck of
parts and replacements. Modernizing this Dlant to double production would
 
involve an outlay of 
some $800,000.
 

Food Products
 

Some 51 firms are active in food processing, employing about 1800
workers in various parts of the country Principal products are wheat flour,
canned.foods, noodles, and sweets. As the agricultural diversification pro­
gram expands there will be an increased need for more food processing fa­cilities such as a refrigeration plant near Santa Cruz, flour mills on the
high plaIns as well as grain storage facilities in various parts of the
 
country.
 

Liquor and Soft Drinks
 

There are more than 46 firms engaged in this type of activity employ­ing a total of 2500 workers, 
Beer is produced in La Paz, Oruro, Cochabamba,
Tarija and Sucre. Total annual production amounts to 28 million bottles ofbeer, 1.2 million gallons of alcohol and 6 million bottles of non-alcoholic
beverages. 
Insofar as the production of alcohol is concerned, it is obvious
that artificially low prices of sugr have -reatly contributed to the growth
of this activity. While Bolivia used to produce some acceptable wines,
lately production of wine 
seems to have decreased sharply which may be due
 
in part to the agrarian reform.
 

Shoe Manufacturinq
 

There are about 15 small establishments engaged in this type of work,
employing some 1300 workers, which annually oroduce about one million pairs
of shoes. Prospects for expansion of this inrb stry are quite good as a re­sult of the integration of the Indian into the nationial economy. 
Further­more, in the tropical regions, such as the Beni area, a greater use of
shoes is essential to raise general health standards (hook worm).
 

Printinp and Paper
 

There are about 43 small establishments representin, this type of
industry which all in all employ a little over 1000 workers. 
One of the
larger establishments, "La Papelera," has been in existence for some 25
 years. 
It has been working for some time on a project for the establish­ment of a chemical pule 
ind paper mill in Bolivia. At oresent this plant
makes only cardboard, while all other papers, newsprint, etc., 
are being

imported.
 

The company intends to produce its paper from the sub-tropical woods

situated close to the consumption centers A considerable amount of money

has already been spent on initial investigations of raw material sources.
The mill site would be located at about 140 I24 from La Paz. Once estab­lished, the plant would cover all of Bolivia's needs for bleached printing
and writin7 papers, cardboard, covers, cheap tissues 
nd sanitary papers,
nmo, ntinq to a total of some 5,000 tons per year. The cost of the imported
machinery would amount to some $4 million. Both domestic and private for­
eign financing are said to be available. 
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Tobacco
 

There are three cigarette and tobacco factories in Bolivia employing

about 130 workers. 51ile these plants are at present dcpendent on imported
 
tobacco, domestic production of Vir-inia-type tobacco could be greatly in­
creased. With orone)r cq',ipmnt ln-1tcchricl assistance, both involvin- a
 
very smll expenditure, it might be possible to eliminate these imports

(which amount to some ' 400,00O a year) within a period of from three 
to four 
years. 

If a locil tobacco somewhat -,imilar to Virginia tobacco could be produced
in Santa Criiz and nrovided mora cigarette m-.kin- rivchinery could be imported
from the United States an interastin- export mrket could perhaps be developed
in Areyntina. Production conts -re extrewnly low -nd it is estimated that the 
present price would not have to be increased much if domestic tobacco were
 
used.
 

Tanning and Leather
 

The leather industry is estnblishd in L,. Paz, Cochabamba, Santa Cruz 
and Tarija. There 
are about 30 small plants engaged in this type of indus­
try employin" a total of some 850 workcrs. Leather is one of Bolivia's
 
traditionil inlustries since abundant ra,,,r mitc-ial of goo'1 nuality is avail­
able. 

According to a recent study by Mr. J. E. Alfaro, a member of the United
 
Nations M"ission for Technical Assistince to Bolivia, Bolivia is importing

everr year about $350,000 in hidas 
 and leather while about $140,000 is being
received from the emort of raw hides. Th- United Nations exnert feels that
while the first item could be completely eliminated, the second one could be
vastly increased by the introduction of better methods to cure leather.

Among these hides there are a number, such as rentile skins, which are avail­
able in large nuantities and which are of little use to the average Bolivian;
 
yet they command a very hi-h price in exuort markets.
 

Another item is nquebracho. Bolivia has considerable resources of que­
bracho which could be exploited nuite proritablr. Several pronosals for the 
establishment of a cuebracho industry have been received durin'g 
the east year,

two of them from Unitel States concerns. One of these projects is now under
 
serious consideration.
 

Electric Lirht Bulbs
 

Recently the 1hilips Lamp peooe of Tha Netherlands bought an existing
lamp factory and modernized it. Annual production is now around 500,000
electric light bulbs rangin" from 25 - 200 watts. The plant employs some
60 workers includin- the office staff. Although everyt'iin- for the manu­
facturin- of lamps is bein- imported - it is simply an asscpbli plant - the
annual dollar snvin- is considerable. It amounts to sorei $30,000 a y..ar.
Ultimately the plant is scheduled to produce -ome two million light bulbs 
a ypar. 

Batteries
 

A few years ago a battery factory was established in La Paz which is 
now engaged in the manufacture of automobile btteries. These batteries 



are made entirely of domestic raw materials except fsi a :ew minor items and 
the case which is imported from he United States. Sinuc breaka3 e of these cases is quite a problem while Bolivi. has the crule rubber which is re­
quired to make them, the company is now tryin7 to obtain about $78,000 worth 
of machinery from Germany to eliminate this import. 

Tropical Hardwoods
 

Lumber and woodworkin7 is another traditional int-lustry in Bolivia which 
shows promise for expansion. At present there are a number of small saw mills
 
and woodworking establishments which employ about 900 workers.
 

Foundries
 

There exdst several foundries in La Paz which are mainly enc;aled in re­
pair work. 
In addition they make pumps, simple agriculturql tools, cheese
 
presses and a variety of oth'-r metil items. 
 Since exchane rate manipulation
for many years tended to discourae an investment in this tvpe of activity,a further expansion of this industry woull no-. 
seem quite feasible.k If pe­
troleum exports to Chile should exupand, 'olvi ,riill receive 
 -toend.more

iron and steel under its b rbe ',rran7erment with Chile to supply its local

metal industry. 
In addition to this some of the mines have excellent work­
shops and metal workin- facilities.
 

R-ubber Products
 

There are two small factories in La Piz which process about fifty tons
 
of domestic rubber a year, into a variety of thin7s such as rubber boots and

raincoats (for the miners), hose, medical 
 supplies, recapped tires, etc. In

total the industry does not employ oven 1200 people. 
 Recently the General Tire

and :ubber Company pronounced an interest in establishinq a tire factory in

Bolivia within the next few years. 
 As a first ste:p the compiny has been con­
siderin7 an investment to 
improve the actual facilities to oroduce and wash
 
crude rubber.
 

Mlass and Ceramics
 

There is a 7lss factory in La Piz and there are a few small cerauics

factories in La Paz and lochabimba. All in all, the industry employs some 
1200 people. The industry uses largely domestic raw material but no plate

Ilass is ein" manufactured so far.
 

Chemical and Pharmaceutical Products
 

'.enres.ntative inuotris of' this type are established in La Paz, Oruro
and ?otosi, In tot l thern are some thirty small plants enjndi in this 
type of activity which e'ploy about 70 workers. Mecentl.y n now laboratory
to produce vaccine for livestock w s o'-nel up in the aeyes (Rni) area,
while another lihoratorM to nr-mucc % vaccine n7'ninst hoof ani mouth disease
and soe ho7 disoas s is now emn7 constructPQ with Point Four 40alp in La 
Paz. 

A phosphate plant as well - nn 'mmonium sulphate nl-nt could be a
help in exnandin- alriculturAl production, but both scam to SG out of the

question for the moment. 
Tho first onn, because of 0ac: of adequate deposits 

l/ Assuming the introduction of q successful stabilization program. 
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of phosphate rock and the second one because of the he-ivy investment involvec,. 

As time -oes on there will be an increas.d d - ,and for sulfuric and hydro­
chloric acid for the nroduction of ill of which t,-ie are abund nt raw ma­
terials avail able. present exists small aci]At there a sulfuric :clcnt near

La Paz ,'hich '-as financed by the military from retiemcnt contihntinns.
 oses,
scro: c 

particul irly in the minin7 iniustrr. The Aant, h.h'c 'een ho'-in-'
 
;hile the final roduct is not very pure, it "o: o c, n"ny urn 

h'. 
-ood profit ever since i',startel oeratini, coull o'-ib be irnv. to obtain 
a better nro luct. In Oruro there exists r,hydrochlo.*ic -ci.: ,1tnt. 'hirh be­
lons to South 'Xmerican Chemic ,l Corn., n,, , ich 'io, of' lss covc s the de­
mands o ,he. mines. 

Su refinin 

At present there ,ire two su-ar mills in the bountoy ":hich to-ether oro­ruce about 5000 tons ,f'siai a y-.. Both employ aboot 100C AAorkecvso
third sugar mill bavin, u u!tim:, ,aocity of some V,. ' tons v -r w-;, 
-
p'ut into on-,ration lurin- th zu,umor - 1956. [his pl nt -,uilt by the


7ovcrnnmint hich t, turn over to nrivcte throwzh
int(n> it inhit.y the sale 
of shares. 

It is estimate(1 tW . n investment of not over 1l niljl inn in the two

nrivate mills ciml" incre- , - their o'o,',ictive ca Lcity u t- 1>,000 tons a
 
year ,:hich conlined IliTh(6 Thv ,r ' wi. o a lon-
would :,' to'nr,s 
filln-, Bolivia's re-i)o 'ic needs for ,-.r. \ mcine cot -li cion of

Bolivi q su'7ar -,-i'l foun1 thle -n'
s proble be i. .ivriculturql i nve.tent
 
sections of this renort,
 

Smelting and ilefining 

Althou-h 3olivia is typical mininga country, very little orocessin, is
 
done in BoliviA. The firm of 'Metabol oper-ates a smelter near. Oruro ,,hich
 

oresent of 300 nilver
has a caDlcity 250 tons of lead and kilos o" ner month,
representing an annual for-in exchange income of about .1l million. F"o- some
time the L]xort-Imoor't Bank has been considerin- a loan to 1'iet 0,ol for 
600,,,,0 to expand the present smeltin- capacity to tons700 of lead and

1700 kilos of silver ner month which coil,! result in an adlitional dollar 
income to Bolivia of about i;900,000 a year. In addition there ic a smll 
tin smelter in Oruro while mnother one recently onened un in . 

There are ti:o -mall oil refineries in Sucre and Cochabamba ,'ic
1i can
 
handle about 12, 'f0, barrels of crude per day and which presently cover the
 
country's orincipal needs for netroleum ocoducts. 
 An oil drum factory .ith
 
a daily capacity of about 7,000 drums ranr~ing from to to 50 ,tillons was
 
recently completed ,ihile -a'xall lube oil nlant 
near Cochabar-,ha is sched­
uled for camoletion lurin7 the second part of this year.
 

Yucca Mills 

In order to reduce the importation of wheat somewhat by m xin7 wheat
 
flour with yucca flour, a few yucca mills will be established in the Santa
 
Cruz area on a cooperative basis.
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Banana Flour
 

Banana flour would seem to offer possibilities in several parts of Bo­
livia. Bananas are grown more easily than yucca and, if ripe bananas are
 
used, the flour has a higher nutritive value. Banana flour has been mixed
 
up to 25% with wheat flour which resulted in a somewhat inferior color and
 
texture of the bread 2/ to that made of wheat alone; yet this type of bread
 
might be quite acceptable in Bolivia under present circumstances. In ad­
dition, banana flour offers some possibilities for export. One very small
 
German firm in Cochabamba is now engaged in this type of activity.
 

Dried Milk Plant
 

A dried milk plant is at present under construction near Cochabamba.
 
The plant is being built with assistance from both UNICEF and Point IV. It
 
is scheduled for completion by the middle of 1957.
 

Rice Mills
 

The increasing domestic production of rice will call for more storage

and processing facilities, Although rice production is now centered in Santa
 
Cruz, it is not as yet established as a typical crop for the Santa Cruz area.
 
Rice production may even shift to entirely different parts of Bolivia.
 

Although in time there would be room in Bolivia for a rice mill having
 
a capacity of 
some 25,000 tons a year, for the time being portable rice mills
 
appear to be indicated.
 

Industrial Projects
 

Apart from existing plants, the following industrial projects should
 
be mentioned:
 

Match Factory
 

This project is scheduled to go into operation by the middle of next
 
year. The factory is a mixed undertaking with the government holdin7 a
 
controlling stock interest of 51%. Forty-nine percent of the stock is
 
held by one private investor. The construction of the buildin7 is now
 
under way. Once in operation the factory will be able to oroduce 240,000

boxes of matches a day on three 8-hour shifts which will leave some margin

for export to neighboring countries. The total investment is said to be
 
in the neighborhood of about $450,000. 
The annual dollar saving, because
 
of the elimination of imports, would be substantial.
 

Explosives Factory
 

At present the country is importing 2400 tons of explosives for the
 
mines, representing an expenditure of some $2 million a year. Plans for
 
the establishment of an explosive factory using domestic raw material are
 
now under way.
 

l_/ J. A. Leclerc and M. L. Wessling, U.S. Dept. of Agriculture Bulletin
 

No. 701 (1918) 
('4 
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Opportunities for New Industries
 

Evidently the best opportunities for industrial development lie in the
 
improvement and expansion of those industries already mentioned above. 
Yet
 
there are a number of new industries which could easily he developed in Bo­
livia provided the right investment climate were available as 
follows:
 

Animal Feed
 

To improve the production of beef cattle and poultry, better protein is
 
essential. 
All of the material to produce a good animal feed is presently

available in Bolivia. 
Some of it is wasted every day as is the case with the
 
blood from the La Paz slaughter house cattle which could very well be used
 
for making tankage.
 

Starch
 

Yucca is generally produced for home use in the lowlands. Recently some
 
organized production was started to suoply the yucca flour mill in SAnta Cruz.
 
It seems that there would also be rc 
 i for a modern olint to process yucca

root to mke starch. There exists , considerable demand for starch in Bo­
livia, both for family use as well as for use in +,he domestic textile in­
dustry.
 

Caustic Soda and aelated Products 

Several serious investors, mostly local ones, have been considerin7 the
 
establishment of a caustic soda nlant which would make use of Bolivia's vast
 
salt deposits. 
 Up till now lack of power and dollar financin7 have been the
 
principal obstacles. Transnortation and marketing also present a nroblem
 
since the efficient production of these products would call for a rather large
 
scale operation ith exports to neighboring countries.
 

Fibers
 

Bags are important to Bolivia since the mines need a substantial quan­
tity of bags every year. In addition, more bags will. be needed as 
the agri­
cultural diversification program expands. 
 With the help of the Agricultural
Servicio some exoeriments have been carried out with kenaf which has proven 
to be an excellent fiber for the production of bags. At present there exists
 
a small kenaf rope factory which is expected to cover the needs of the
 
country at some future date.
 

Several neoole appear to be intere,,sted in setting up a kenaf bag factory, 
one of them an American. A bag factory would call for an investment of at 
least ,P500,O 0. Once established, however, it would eliminate the present
imports of bags for both miner-l ind a-riculturql production which amounts 
to over l million a year. 

VZetable Oils
 

About 0.5 million of vegetable oils are imported into Bolivia every 
year whic" cjlrl easily be oroduced within the country. There exists a 
small nrocessing plant near Cochabamba which has been idle since it was 
built because of the lack of incentives to produce the raw material under (
a controlled price system. 
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Brazil Nuts
 

Brazil nuts offer an excellent export item to Bolivia. At present the
 
harvest is collected by small groups of peoole or families who break and peel
 
the nuts in small hand operated m-ichines. This tyDe oC work 4ives a daily
 
output of about ten kilos per worker which is not very promisina, not only be­
cause of the time involved but also because of the scarcity of peoole in the
 
Beni area.
 

Althougi Bolivia's resources of Brazil nuts appear to be incredible, most
 
of the production is now smur7led out to Brazil, both because of better prices

and better processing facilities in that country. To put this industry on an
 
export basis, Droduction would have to be mechanized which should be relatively
 
simole.
 

Paving and HoofinjMaterial 

In view of Bolivia's need for roads and new dwellings in the loalands,
 
there will be - substantial demand for this type of material. Unfortunately,
YPFB produces hardly any asphaltic crude, a condition which could change as
 
a result of YPFB's intensive drilling progran. 

Plate Glass
 

Traditionally the Indians have a superstition about having windows in 
their huts. As elucation takes hold and as more and more people move to 
other parts of the country, the demand for plate -lass is likely to increase. 

Specialty Furniture and Hqndicrafts
 

Although there are some good furniture shons in the country, there may

be an interesting fiell in exoorting special types of furniture which can 
be shipped knocked down, as well as in exoortin- certain kinds of wood­
working. Likewise, there may be a possibility in exnorting handwoven ruas, 
etc., of Indian desin.
 

Vicuia Products
 

Since the vicuria is in danger of extinction, the Bolivian government
 
has tiken measures to nrotect this precious animal. As a result, the ex­
port possibilities of vicuFla are quite limited. However, it.should be
 
possible to -row vicuna cormercially for wool production while the possi­
bility of mixing vicuFia wool with domestically produced wool from angora 
rabbits should be looked into.
 

A.icultural Tools 

Because of the agrarian reform there is a clamoring demand on the part
 
of the Indians for simol aariculturil tools. By poolin7 the resources of
 
several existing foundries or by setting up a rew ulant, these tools could 
be manufactured locally. Initially local scrap could be used 
as raw ma­
terial. In a later stage, Chilean steel which is now being exchan-ed for 
petroleum products from Bolivia could provide the necessary raw material. 
It is estimated th-t with the importation of some $3OO,OO0 worth of machin­
ery, imports which would be of lasting use to the economy anyway, about an 
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equal amount of annual imports of much needed agricultural tools could be
 
saved.
 

Quinua Flakes
 

Quinua is a cereal which grows on the Bolivian highlands. Its nutri­
tive value is excellent because of its high vitamin and protein content.
 
The owner of a successful La Paz noodle factory has been interested for some
 
time in developing a market for nuinua flakes 
(like cornflakes) in the United
 
States, which would require some imported machinery. 

Cottage Industries
 

Cottage industries could easily be developed in Bolivia. 
This would
 
constitute a first step in the development of a sound small industry program.
 

Problems of Bolivian Industry
 

The above notentially new industries are only a few.
 

There are undoubtedly a number of other industries that could have been
 
included. 
 However, before leiving this subject a reference should be male to
 
the many oroblems facing the develooment of industry. One of the main prob­
lems of i3olivi'n industry is, of course, the general lack of labor discioline
 
coupled with the burden of unrealistic social laws and excessive government 
control. These more generil problems will be discusse, in more detail in 
Chapter VII/dealin, wiith investment. Insofar as the more specific industry
problems are concerned, the followin- may be mentioned: 

a) Lack of Equiment
 

Because of the ever increasing shortage of dollars very little new
 
machinery has been imported into Bolivia in recent years. 
For the same 
reason, it has not been Dossible to maintain the present industrial plant 
and equipment properly. 

b) Lack of Technolog
 

1any industrial operations in Bolivia are carried out in a rather
 
primitive manner. 
This is due partly to a lack of capital to modernize
 
and partly because of the impossibility of bringing foreign technicians
 
down to train Bolivians in more modern methods and techniques.
 

c) Tax Structure
 

VJhile the problem of taxation will be dealt with somewhat more in
 
detail in Chapter VIII dealing with investment, we might stress again at
 
this noint the oroblen of the number of taxes which industry has to nay, 
resulting in cornfusion and loss of time, as well as the inequality of the 
burden of taxation. Since there are so 'ew neoole in Bolivia from whom 
t'ixes can be collected conveniently, there has been a tendency to tax cer­
tain 7rouns or individuals to excess as compared with others. 
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d) Excessive Imports of Raw Materials
 

While Bolivian industry has become more diversified, as we saw above,
 
the relative use of imported raw materials has been increased also as may be
 
seen from the following figures covering the years 1937-1950:
 

RAW MATERIALS USED / (In Millions of Bs.)
 

Domestic Imported
 
Raw Ma-
 Haw Ma­
terials % Index terials 
 % Index
 

1937 40.7 38.4 100 65.2 
 61.6 100
 
1940 107.5 39.6 264 163.8 60.3 251
 
1945 242.5 33.8 596 475.8 66.2 
 730
 
1950 354.7 31.7 871 765.5 68.3 1,174
 

e) Decapitalization
 

By far the biggest problem of Bolivian industry, however, has been
 
the general and ever increasing decapitalization, as a result of the infla­
tion. Closely linked ith this problem is the fact that because there is
 
less and less capital available 3eeking employment in a sound, lon- term 
enterprise, more and more 
of the small amount of canital available is getting

directed into highly speculative types of enterprises.
 

G. TRANSPORTATION 

Although not 
as bad as it looks at first sight, lack of transporta­
tion constitutes a serious problem in Bolivia. 
Both because of the country's

difficult geography and its poverty, it has been difficult to 
provide it with
 
more adequate transportation facilities.
 

The surface transportation system consists of a few railroads which were
 
constructed long ago, a road net which is highly deficient, and a water
 
transportation system which at present is hardly being used. 
Until the de­
velopment of the Santa Cruz 
area was started, most of the existing overland
 
transportation system served only the high plains and the valleys.
 

Railroads _/
 

As of December 1955, there are 
some 3,132 kilometers of railroads in
 
existence in Bolivia, all of which are of one meter gauge 
ith the ex­
ception of the Uyuni-Huanchaca line (39 kilometers).
 

The network in operation includes the following private railroads:
 

a. The Antofagasta (Chile) and Bolivia Railway Co., Ltd.
 

The main line of this privately owned railroad connects La Paz
 

12/ Camara Nacional de Industrias
 
L2/ 1955 traffic figures for the principal Bolivian railroads may be found
 

in Table YXXXII of the Statistical Supplement
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throuah Vah 
and the high plains with the important Chilean port of Antofagasta


throughVica unn
Oruro, Rio Ilulatos, 
in 

Uy-uni and Ollagu (Bolivian border).
The extension of this line is 1.173 kilometers, of which 729 kilometers are
in Bolivian territory. The Viacha-Oruro Section, of 202 kilometers, is operated
by the Antofagasta an- Bolivia Railway Co., Ltd., under contract with the Bo­livia Railway Company,is estimated at some Ltd. The total original investment£1,225,000. in this railroadIts principal income is derived from the
transport of minerals, which is paid for in dollars.
 

Lajt year the railroad bought ten :,ew locomotives 0 
 costing 2370,000
and three pullman cars costing C23,000 each, plus a certain amount of other
traction material coming to 
some 2125,0O. 
 For this purchase the Bolivian
.Governmentmade available foreign exchange at the official rate.
 
To understand the operation of this railroad a little better, a word must
be said about the Bolivia 1ailway Company w,,hichPaz-Antofn'7Zst, owns some sectionsline. This company was formed of the La 

an on Maya zreem,:nt between 22, 1906 asthe ienublic a result of
and Speyer of Bolivia, the Nationaland Co. City Ban'- of Newto buili a n'imber of railroads York

in Boliviaof ten r,,arC, including ithin a neriodthe important Oruro-Cochabambacontractors branch. Thesubsenuently abovetransferredthe Bolivia Rilway Company, 
their right to construct railroad toa onnecticut company whichstruction of the Oruro-Viacha line in 1907. 

started the con-­
tion, 1ailway Coaiany 

Due to the high cost of the opera­the olivia entered into aAntofi'g st-, an, rental areement ith theDol ivia Railw-ay ConTeany forconstructed. the Oruro-Viacha line,Another areement alreadywas signed for theroads 's projected. construction of other rail-Subsenuently the Antofa-astaLtd., started operating and Bolivia Railay Co.,

is a suhsiliary 

all the lines of the Bolivia Railway Co., which
of the Antofagasta nowand Bolivia Railwayand Bolivia Railwy Co. The AntofagastaCo., Ltd., pays annuallyan approxdmate 9,noiint of £950,000 
to the Bolivia Railway Company 

traffic) for its rentl arranement (denendin7 on
ihich it receives from the Bolivian %overnment at the of'icia I rate
of exchan e. 
The second most important branch of the Antofaqasta and Bolivia Railway
Com-rny is the Oruro-Cochabamba line comprisin7 somerailroad's rolling stock 205 kilometers. Theused on this branchcondition. ow,:ever, to maintain 

is generally in a satisfactorythe track will require sizablein t",( ar future investmentsat the risk of very serious accidents. 
b. lua-ui-La Paz Line 

The construction of this railroad was authorized in 1900.
Bolivian territory it has a length of only 96.4 
 Within

kilometers, of ''hich 89.5
are steam traction and 8.9 kilometers arecon',tructe, iwith electric.public It wasfuns. iBy contract datedploitation eoncession Mlay 31, 1904, thewas given ex­

subsenuntly bought 
to the "Peruvian Corooration. uhich couqanythe railroad in 1910 for £350,COO.the coampny iwas given At the same timethe right to exploit the port andagainst pa~t quays of Guanuint of 40,) of the -ross receints.
 

Tho aui-ril-La Paz 
 line joins La Paz rithrani and -,o]lenro. It the Peruvian Ports oP Mata­consists of 829 kilometerskilometers of lake of railway and abouttrainsportation 200(acrossoffers Lake Titicaca).principally This railroadan international servicenationil to Bolivia. Last, yearfright tonnage into inter-Bolivia amounted to 80 per cent of total
 

V[
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tonnage carried.
 

In addition to the above two private railroads, Bolivia has a number
 
of railroads that are owned and operated by the State, as follows:
 

a. Arica-La Paz Line
 

This railroad, which is 448 kilometers loni, was constructed as a
 
result of the Treaty of Friendship signed by Bolivia and Chile in 1904.
The Bolivian section going from La Paz to Charaia is 
some 233 kilometers long

with a branch of eight kilometers going to Corocoro. On the Bolivian side
 
the line runs smoothly; however, the Chilean section runs over very uneven
 
country which required the construction of some 40 kilometers of rack rail.
Apart from connecting La Paz irith 
the free port of Arica the line has a cer­
tain economic importance in serving the Corocoro copper region. 
The track
 
is generally in bad condition to 
such extent that serious accidents can occur
 
at any time. 
 Average safe speeds are between 20-25 kilometers per hour which 
could be increased to 40 kilometers per hour if the track were in good con­
dition. The equipment is well-maintained. 

b. Villazon-Atochn Line
 

The construction of this railroad was contracted in 1915. 
 The 198

kilometers stretch was completed in 1925 at a total cost of £2,803,568. The
condition of the track is fair. Rolling stock is in satisfactory condition. 

c. Potosi-Sucre Line 

This line, which is some 174 kilometers lon3, was initially con­
structed with the proceeds received from the sale of 
 the luaqui Railroad.

It was completed in 1936 at a cost of £2,771,009. The branch from Sucre 
to Tarabuco, having an extension of 78.2 kilometers was completed in 1944.

Its equipment is generally in a very bad state of repair. 
 The condition
 
of the track is fair.
 

d. La Paz-Beni Railroad
 

This railroad was supposed to connect La Paz with Rurrenabaque
from *:here the Beni aiver is navigable. At present a mere 54 kilometers 
are in operation and the railway is incurring losses every year. 
The
 
orilinal project is not likely to be completed in the near or even re­
mote future for reasons shown elsewhere in this section (roadbuillinq,
Balas project). It was constructed at a cost of Z866,909. 
The present

stretch from La Piz toIng Tejida was completed in 1924. Its traffic is 
insignificant,
 

e. ichacamarca-Uncia iailroad 

This line, which connects Oruro wiith the important mining center
of Catavi, was completed in 1924 by Patilo at a cost of 01,085,424. It
has 96.2 kilometers of main line and two branches, one of 7 kilometers toCatavi ani aother of 4 kilometers to Sillo XX. At present this railroad 
belongs to the ining Corporation. Its freight consists almost entirely
of ore and mining equipment. 
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f. Cochabamba-Santa Cruz Railroad
 

The construction of this project was authorized in 1928. 
In es­
sence, it is a prolongation of the La Paz-Cochabamba line. At present

136 kilometers have been constructed up to Vila Vila after which the project

was halted for lack of funds. 
There are another 18.9 kilometers of branch
 
lines to Cliza and Arani.
 

After the construction of the Cochabamba-Santa Cruz Highway, further
 
railroad construction takes on a low priority. 
Yet last year the railroad
 
spent almost $1 million on new rails. It is operating at a heavy loss due
 
to its slowness and general competition from road transportation.
 

g. Corumba-Santa Cruz Railroad
 

This line was constructed under the supervision of a joint Bolivian-

Brazilian body under the terms of various treaties. 
The line is 651 kilom­
eters long. It was completed in 1954 although a bridge across the Rio
 
Grande is still missing.
 

h. Yacuiba-Santa Cruz Railroad
 

This line, which is still under construction, constitutes an exten­
sion of the Argentine line which joins La Paz-Oruro and Villazon with Buenos

Aires. Its construction is bein7 financed by the Argentine Government under
 
the terms of a Treaty dated February 10, 1941. At present the stretch from

Yacuiba to Boyuibe is in operation. 
The layina of the track has now advanced
 
to some 70 kilometers from Santa Cruz but the entire line will not be in
 
operation for some 
time since it lacks several bridges.
 

i. Sucre-Tarabuco-Boyuibe Railroad
 

This line is to connect Sucre with the Yacuiba-Santa Cruz line. It
 
is being constructed under the terms of an agreement of December 22, 1945 with

Argentina. Hardly any work is being done on it at all for lack of funds.
 

Problems of the Railroads
 

As the Keenleyside Report pointed out, one of the main problems of the
 
Bolivian railroads is lack of organization. At present the 3,132 kilometers
 
of railroad are being operated by six different bodies and two private

companies. The lines are generally in had condition and the equipment is
 
rather heterogeneous. There exists a certain duplication in workshops.
 

At present Bolivia has three international railroads which link the
 
high plains with the Pacific, while traffic requirements would seem to
 
justify only one good railroad which then could be operated at a profit.
 

Another, most serious problem of the railroads is the lack of labor
 
discipline. 
 Since this problem has been mentioned in some detail in the
 
section on mining, a further reference to it will be omitted here.
 

Another problem constitutes the lack of investment. To put the Bo­
livian section of the La Paz-Arica line in good condition would cost
 



some US $200,000 plus Bs. 1.5 billion. 
To keep the La Paz-Cochabamba branch
 
in operatin- condition and avoid serious accidents would call for an invest­
ment of US 33.5 million plus Ds. 2.5 billion. Additional investments would
 
have to be made in 
snme of the other railroads.
 

The iiailroads in the Bolivian Economy
 

One cannot easily underestimate the role of railroads in the Bolivian
 
economy. At one time the railroads were of great benefit to Bolivia since
 
they made transportation less costly, which enabled the country to find a
 
market for its lower grade minerals. At the same time, however, this 
con­
tributed to the importation of foodstuffs at differential exchange rates which
 
has (lone so much to prevent the develonment of a balanced economy in Bolivia.
 

From a superficial analysis it would appear that at present the general
 
rate structure of th., Bolivian 
 railroads is antiquated and, nuite dama,:ing to 
the over-all economic development program and thus to 
the railroads themselves.
 

This problem is now bein investi-ated by the United Nations railroad
 
expert, 1r. Liey Alvarez, who wis kind enough to orovide a number of data for
 
this section. In view, of the importonce of -. rite
n a.dequate st-'ucture, it
 
is hoped that in the near future this 
problem wrill be -iven some serious con­
sileration so thnt a new rate structure can be develoned which wi.l be bene­
ficial to both 
 the roilroa Is and to Bolivia. To acquaint the reader with
 
this nroblem we shll only 7ive a few examples.
 

Rate Structure for Imnorts
 

To carry "1ton of wheit into Bolivi' involves the following costs:
 

Antofagasta-Li Piz 
 US $ 5.34, and Bs. 4,964
Arica-La Paz " 13.44, and " 2,075Mollendo-La Paz " 18.31, and " 4,341 

From these fi-ures it is clear that, qlthough the distance is consid­
erably shorter, trinsportation viai Arica and M'ollndo costs considerably more
 
respectively than via Antofa-asta. As a 
matter of fact, Bolivia has to pay

the fo ]o:in2 amount.3 per ton-kilometer in foreign exchange in each case:
 

Antofnair;ta (h441 kilometers) US Cents 1.2 par ton-kilometer 
Arica 209 6.4 "
 
>:ollendo 73? 
 2. 5 

ratur-illy, the rates vary in connection w,-ith the product transported. 

In addition to thi-, the government has to pay the Bolivian R ilway
Company on its lomestic lines 40,) of the basic local currency freight charge
in dollars at the,, official rate rf e-:cmange which com,-ns to .12.10 for every
i,0'0 be] ivi'mn-. 

Phus, to cnr:'y whe-at fron 1ollenlo to La Pa-, costs about -i much as the 
ocean frei-ht from INpw Orleans to Arica. Further,-iore, the local currency
freight charge on the La Paz-Arica line (Chilean section) has to be con­
verted at the official rate of exchane which gives one the fnllowing 
pictil-: 
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FREIGHT RATES, ARICA-LA PAZ (CHILEAN SECTION) IN DOLLARS
 

Type of Apparent Cost Real Cost Real Cost per Tor
 
Cargo per Ton per Ton 
 Kilometer, US Cents
 

Category la Bs. 5,589.42 US $29.13 
 14
 
Category 2a 4,767.02 24.84 
 12
 
Category 3a 3,829.30 
 19.95 9.5
 
Category 4a 3,213.85 16.75 
 8

Category 5a 2,578.20 13.44 6.4 

The anomaly of this situation is clearly reflected in a comparison of
 
several Latin American freight rates per ton-kilometer as follows:
 

FREIGHT FOR TiANSPORTINI A CARLOAD OF WHEAT SO1.E 209 KILOMETE1S (Distance from 
Arica to the Bolivian Frontier
 

Freight for Freight ner Ton-Kilom-

Country 209 Kilometers in US$ eter, US Cents 
 Index
 
Chilean State Railway

North & South 
 1.52 0.7 100
 

Argentine State Railway 1.62 0.8 
 114
 
U. S. Railroads 1.68 
 0.8 114 
Uruguayan State Rtilway 2.40 
 1.1 157
 
Brazilian State Railway 3.38 1.6 
 229
 
Chilean Railway, Arica-La Paz 13.44 6.4 
 914
 

If we compare the actual rates prevailing,on both the Bolivian and
 
Chilean sections of the Arica-La Paz line, we obtain the following picture:
 

RARES NO' PriZVAILIN' OP THE CHILEAN AND BOLIVIAN SECTIONS OF THE ARICA-LA PAZ 
RAIL',AY (In Dollars) 

Chilean Section 
 Bolivian Section
 
Per Ton Per Ton-Kilometer Per Ton Per Ton-Kilom-


Category 
 US $ US Cents US $ eterUS Cents 

Category 1 29.13 14 0.81 0.35
 
Category 2 24.84 12 0.69 O.3 
Category 3 19.95 
 9.5 0.55 0.24
 
Cate-gory 4 16.75 
 8 0.46 0.2 
Category 5 13.44 6.4 0.37 0.16 

As may be seen from the above the freight per ton-kilometer on the Chil­
ean section is about 40 times higher than on the Bolivian section, while both 
sections are about equally long although the Chilean section requires more 
maintenince work. As a result of this, it should surprise nobody tnat the 
Chilean section is using the most molern type of diesel equinment while the
 
Bolivian section of the road is nearing a complete breakdown. Furthernore,

since Bolivian freight rates have to be converted at 190 to the dollar, the

Chilc'in section has a direct interest 
in the Bolivian inflation as higher
boliviano rates mean an even higher dollar income to the Chilean section. 

To show once more how irrealistic this situation has become, we might

mention the following casel,!/To import an automobile into Bolivia from Arica 
_ 
Case cited by Mr. Rey Alvarez, United Nations railroad expert.
 

http:2,578.20
http:3,213.85
http:3,829.30
http:4,767.02
http:5,589.42
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(weight 2,000 kilos) costs Bs. 78,000 in freight to the importer. Yet the
Bolivian section of the railroad has to pay US $235.37 to the Chilean section

because of the above mentioned conversion feature for which it must obtain
dollars from the Bolivian Government. 
 As a result of this situation, last
 year the Bolivian lovernment subsidized the importation of automobiles to
 
the tune of $80,000.
 

Rate Structure for Exports
 

The rate structure for the export of minerals shows similar distortions.
As is well known, railroad freight for minerals must be paid either in dollars
 
or pounds sterling from the station of loading until the port terminal.

These rates are usually based on the maximum which the mineral 
can pay. Thus
the rates start with the lowest grade material that still can be exported to
increase drastically in the 
case of hi-h grade ores. The sharp progressions

in these rates may be 
seen from the following table:
 

Freight per Ton from 
Soledad to Antofa-asta Per Ton
Mineral 
 961 kilometers 1/ Index Kilometer
 

Low Grade Ore 
 US $ 21.84 
 100 US$ 0.023
Tin, 25% 
 26.35 
 121 0.027
Tin, 25-30% 
 29.11 
 133 0.030
Tin, 30-35% 
 31.87 
 146 0.033
Tin, 35-40 
 34.65 
 159 0.036
High grade ores 
 42.44 194 
 0.044
 

From this table it may be seen that even if the cost of transport to
 
the railroad is the same, high grade ores command twice the freight of low
grade ores. 
Furthermore, the rates are discriminatory in accordance with
the company or agency served, as may be 
seen from the following detail:
 

FREI HP 'ATES Fi HIGH GRADE ORES, ORURO TO ANTOFAGASTA 

Index
 

00 :Mining Corporation - ex-group Patiho 
 $36.65 per ton

ll 
 Aramayo 40.52 
 " 
123 M:inin- Bank 
 44.96 " 

FREI-,HT RATES FOR HIGH GRADE ORES, POTOSI TO ANTOFAGASTA 

Index
 

100 Minin- Corporation - ex-groun Hochschild $39.26 
103 " Patifio 40.42 
118 inin- Bank 46.19
 

In other words, for the shipment of the same 
type of mineral the Mining
Bank pays 23 
more than the Mining Corporation. The discrimination does not
stop with discrimination in accordance with the shipper, however. 
There is
 

i Without Taxes 
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also discrimination in accordance with the length of transport, in other
 
words, rates are higher on certain runs than on others.
 

Of all the Bolivian railroads, the 198 kilometer Villazon-Atocha road
 
appears to be the most expensive one. It charges US $39.63 per ton of high

grade ore and $25.90 per ton of low grade ore, which comes to 20 and 13 dollar
 
cents per ton-kilometer respectively.
 

It is interesting that the La Paz 
- Guaqui Railroad which has the lowest
 
rates for minerals carries the least ores. 
Since the ocean freight is the
 
same with very little difference in handling costs in the three ports, it is
 
strange that the Mining Corporation prefers to pay US $33.35 from Viacha to
 
Arica instead of $16.34 from Viacha to Matarani, and $36.65 from Oruro to
 
Antofagasta instead of $28.10 from Oruro to Matarani.
 

In considering the rate structure of the Bolivian railroads, several
 
things should be kept in mind. 
One can find little fault with railroads
 
trying to charge what the traffic will bear; after all, this is the rail­
road's business. Furthermore, the amounts involved are not too damaging

in themselves, Whether the mining industry pays annually $2 million of
 
freight instead of twice this amount 
 may seem rather insignificant;

however, for the Bolivian economy the effect of this is quite important

since it tends to discourage the export of minerals. 
In most mining coun­
tries, mineral exports enjoy special 'Low freight rates to encourage exports.
 
Most of the present rates were fixed at times when the Bolivian economy could
 
stand a lot of abuse, which nresently is not the case. Thus, it becomes most
 
important to establish at the earliest date a more equitable rate structure
 
which will boost mineral exports from the private mines instead of discour­
sging them.
 

From the railroads' point of view it must be said that to operate a
 
railroad in Bolivia is not an easy thing to do. 
 Thus, what may sometimes
 
look like an outrageous rate structure at first sight may become more under­
standable if this advantage is balanced against a number of serious disad­
vantages such as the present labor situation, excessive controls and the
 
problem of keeping foreign railroad technicians in Bolivia.
 

The Solution of this Problem
 

The solution of this problem is relatively easy since it involves
 
nothing more th'in 
a thorough revision of the present rate structure. To

do this will take time, Drawing up a new rate structure which will be more 
or less uniform and fair for all the Bolivian railroads might take a group

of specialists over a year. Furthermore, in the case of the foreign con­
trolled roads such as the Arica-La Paz line, there would have to be 
some
 
talks which might take even more time.
 

Conclusion 

In viewr of the importance o the problem we would like to stress once 
more the position of the railroadIs in the Bolivian economy. Although high­
ways are coming up, railroad trarsportation is still carrying the full load 
in Bolivia. It wrL'd lhow a lack of foresight if Bolivia's efforts to in­
crease petroleum, mineral or agricultural production were not coupled with
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a more realistic approach to the problem of rail transportation. In order
 
to do this, labor discipline on the railroads must be restored and the over­all efficiency must be increased by giving the railroads new incentives in

the form of an equitable rate structure. According to several comne 
,-etex­
perts, if the present situation is to last much loager important seotors of

the Bolivian railroad transportation system are likely to break down at
 some time in the future. To a country so 
dependent on a few transportation

media this could mean almost disaster.
 

Highways
 

At present Bolivia's roads network comprises a little over 31,000 kilom­
eters. 
Of these, 12,214 kilometers are principal roads, 10,492 kilometers
 
are secondary roads, and the remainder, or some 8,510 kilometers are third

class roads. 
Of all these roads, only about 1,000 kilometers can be con­
sidered as being in good condition while about 2,500 kilometers are open all
 year round. The remainder are virtually impassable during the rainy season.
About 230 kilometers are 
asphalted while some 600 kilometers are macadamized.
 
Most roads, even the better ones, are not 
over four meters wide, vith places

here and there ,.here cars may pass each other. There are very few oermanent
bridges, for-lin- heing the usual way to cross the rivers. There are frequent
dan- ,rspots on nearly all roads, hardly any of ,.,hich are marked.
 

In the pliins there are almost no all-weather roads with the exceotion

of the M'ontero area where a road buildin-7 program is now bein7 carried out

by the Phompson Cornwall Co., 
under contract with the Bolivian Development

Corporation. 
 Since 1954 about 50 kilometers of highways, 141 kilometers of

farm-to-market roads, and 25 kilometers of access roads were built in the
 area. There is 
an over-all lick of new construction and an even greater lackof proper maintenance. Rather than keeping, them in proper condition, roads 
are allowed to fall apart, after which they are rebuilt. 

It is obvious that the lack of adequate roads constitutes quite a drain
 
on the Bolivian economy. According to a most recent calculation made by the
Highway Servi.cio, the cost to run a 41 
ton truck over the types of roads now
 
in existence comes to about Bs. 711 ner kilometer, while with improved roads
this figure could be rerluced to 19s. 277 per kilometer, makin a saving of
 
over 60J.
 

Uuttin,; the number of trucks which the country shouli, h ve at some 1/
20,00)0 an'] assuming a maximum life per truck of 100,000 kilometer with ayearly run of' 20,0 )0 kilometers, it would be necessary to import annually 
some 4,000 trucks not considering spares nnd tires at a cost of som,
312 million. It i7 esti.mated that with proper 

US 
roads the life of a truck

could be droublel which would re(lt in an annual savin7 of groe $6 million. 

Road Building 

Although th- construction of better roads takes on a very important
asnect in -he 3olivi-n economy, very little has been done about it. During1955 the Department of Highways had a budget of not more thanf 3s. 700 mil­
lion with only 30 nieces of heav eroninment in not too good a condition. 

I_/ Estimate made by the Highway Servicio, based on future road transport.
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In addition, there are 
some other agencies such as the provincial highway
departments whose budgets are far less and which altogether have not over
 
twenty pieces of heavy road equipment.
 

The Bolivian Government is now carrying out a certain amount of newconstruction; however, the construction of new roads, no matter how neces­sary, is likely to lag behind in view of more urgent over-all demands. The
problem is complicated by the fact that road building in Bolivia is at besta difficult job. in many places - particularly those which connect the highplains with the lowlands - the ground is unsettled, resulting in continuous
landslides. 
 'ood road buildin2 material is scarce in many areas and labor
properly trained for road building is practically non-existent. The general
problem is even more complicated by torrential rains which flow in narrow val­
leys which are constantly subject to a deep erosion.
 

At present the following roads are under construction:
 

1. BeniiRoad Project. The first stage of this project consists of the
construction of some 34 kilometers of very difficult roadbuilding connecting
San Pedro '.ith Caranavi. It is being constructed by a local concern under
contract with Point IV. 
 The total cost of this part of the project which
calls for the construction of a number of bridges over fast flowing rivers
has been estimated at Bs. 2.5 billion and 
 415,000. 
The second stretch of
relatively easy road building will connect Caranavi with Inicua on the Benidiver over q Jistance of about 90 kilometers. The cost of this part has been
estimated at Bs. 3 billion only. If the road should go as far as Inicua, it
would open up a vast area o' fertile valleys. 

more remote project is the construction of
.A a road from Inicua and
Puerto P-tndo to iRurrenabanue. This road has not been studied in detail as
yet. At preqent there are several alternatives which we may briefly mention
here. One projection follows the plan made 
 for the Beni railroad which wouldresult in -,road of about 170 kilometers. Another projection was made by theDoliviin 'old Mining Company which would be about 125 kilometers. 

3efore any work is undertaken on the Inicua-Rurrenabanue stretch,
However, an -lterriitive solution should be studied, namely the Bala project.Thi nro-nct boils dovm to the construction of a small dam some 80met>T- high and 150 meters wide at Bala on the Beni iiver which would create a 6C kilometer lon7 artificial lake having a surface of some 1,Po0 square
kil,)orters. As may be seen from the man on the next page, such a lake wouldcut the ron-ls which would have to be built eventually from 930 to 220 kilom­eters, mking a differeor , of 710 kilometers. The project is now more orlesqs cademic since it is definitely long ranre. Apart from the fct thatBolivia has already more agricultural land than it can handle, the countrywould be unable to put up any cash for it. However, as n lon- range project
it would seem to have considerable merit since it would: 

a. 
Involve a saving of severil millions of dollnrs in roadbuilding.

b. Connect the hi-h nlains with the Beni by means of road and river 

transportation, thus eliminating the present costly transport
 
of meat by air.
 

c. 1Zeclaim some one million hectares of lands which are now 
periodically flooded.
 

\, 
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d. 
Provide good transportation in a petroliferous zone.
e. Open up vast a~ricultural areas which would be a natural for
growing rice and sugar at 
a distance of only 400 kilometers
from La Paz resultiny in a considerable saving in transporta­tion costs as compared with the Santa Cruz
situated at area which is
a distance of
f. some 1,000 kilometers from La Paz.Create a hydroelectric potential of somc 500,000g. to 1,000,000Permit the exportation of possible deposits of bauxite from the
 
Y1. 

Beni region.
 
The cost of this project would be about $10which - million,not considerin- about two-thirdsa hyroelectric ofplant - wouldpenditures. As compared be local currency ex­ith the Monte Punco project mentioned hereafter,
which is also long range, this project would appear to provide a lot more re­turn for about the 
same amount of expenditure, particularly since it is
much closcr to so
]olivia's principal centers of population.
 
2. 
llonte Punco-Puerto VilarroelProject. 
This project is under con­struction by the Bolivian Development Corporation.
struction of a roal from It consists of the con-Monte Punco on the at some 116 kilometers from CochabambaSanta Cruz-Cochaharnba hi hway toover a distance Puerto Villarroel on theof some Ichilo River180 kilometers. Bytation it means of road andwould link Cochab-imba with the Beni 

river transpor­
area thus connectin- the morepopulated parts of the Beni such as Trinidad with Cochabamba and the high
plains.
 

According to a recent United Nationstransportation on study to provide adequate riverthe Ichilo and Marnorekilometers Rivers over a distance of some 1,250wouldJ 
cost about $2 million.
Punco to The cost of the road from MontePuerto Villarroel was estimatedtion at '7 million, of which about 
by the Bolivian Development Corpora­$3.5 millionchase was to be used for theof sufficient equipment to build the project in thirty months. 


pur­
year the orojcct Last
was nresentel to the EXTort-Importnancin-, The 3Jnk turned it doim 

Bank for possible fi­presumably because of insufficientaration prep­and low relative priority. 

The principal merits of this project appear to be that it: 
a. 
Could contribute to alleviating the demographic pressure in
the Cochabamba area, thus helping to solve a political problem.
b. Would open un a new agricultural area.
c. Uo,uld connect the Beni withd. Wlould the high nlains, andmake available a new site for hydroelectric development. 

It will be 
seen from these four points, however, that they are all quite
long rnrre. 
 Althourh the hydroelectric potential is there, presert markets
prjct one
do not justifys an additionalnnsfo $14 million nvsmetI aproject. As investment in a Monte Puncoto new la9nds powerfor agricultural development,Boliviq has not it is clear thatyet b r-able to developThe linking of the J-oni 
the lands which are available now. 

an economic nuestion, 
.ith the high nlains is perhaps more a political thana question of national lnterrrationexport products could also since a lot of its 

hard to 
be shipped out through Brazil. Finally itsee why, if the Cochabamba Indians should refuse to travel 500 

is 
kilompters to Santa Cruz they would be 
so eager to travel 180 kilometers to
Monte Punco. 
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3. Montero Road Net. 
This project consists of the construction of new
 
roads in an area presently under development which could result in an immed­
iate increase in agricultural production. During the next two years a
 
number of roads will be constructed in this area north of Santa Cruz which
 
will open up a large number of new lands. 

Road 11aintenance
 

Far more important, however, than constructing new roads is the mainte­
nance of the network of existing roads. 
 At present there are relatively

large areas in Bolivia which are more or less isolated because of the lack

of year-round transportation. To fix up these roads would not be a major
problem and yet the result of such a move would be almost immediate. For ex­
ample better road maintenance in some of the mining regions could enable a

number of now marginal mines to sell their production, which in turn would add 
to Bolivia's foreiyn exchange income.
 

To help with this problem, the International Cooperation Administration
 
agreed, last year, to establish a "Highway Servicio" which will maintain some
 
2,000 kilometers of existing roads in accordance 
 with the plan shown on the 
map on the next page. In doing so, it ill also endeavor to train an ade­
quate force of Bolivian highway engineers which in time will be able to take
 
over both maintenance and new construction activities. 
Once fully equipped,

the new servicio will have a Bolivian pFrsonnel of about 1500 persons and
 
.2,500,000 worth of equipment. 

Traffic Density
 

Traffic counts in Bolivia are of questionable validity. Accordir-7 to
 
the Hirhway Servicio the most heavily traveled routes in order of importance
 
are the followin7: 

La Paz -
Huarina 70 kilometers 7200 vehicles per month (average)
La Paz - Yunaas 230 " 2800 
Jochabamba - Santa Cruz 501 " 1200 " ,
Sucre - Camiri 435 U 1020 "
 
Tnrija - Camargo 290 " 
 275
 
Tarija - Villazon 209 " 270
 
Sucre - Cochabamba 355 " 240 . 

ilthou-h traffic on the La Ppz to Huarina road and the La Paz-
Yungas road is much more dense because of the economic factors involved ­
nearby markets, etc. ­ traffic on the Santa Cruz-Cochabamba road has been

steadily increasing. According to a road count made 
)y the Thompson Corn­
wall Co., 
the number of trucks going from Santa Cruz to Cochabamba in­
creased from 3,058 a year in 1953 to 7,900 in 1955.
 

Vehicles in Ooeration
 

In view of the inadequate records, it is rather difficult to obtain a 
correct picture of the number of vehicles circulating on Bolivian roads. In
order to make L comparison of the respectire incr-ase or decrease of motor 
vehicles, perhaps the best we can do would be to compare the number of
vehicles shown in the 1949 census of vehicles, mentioned in the Keenleyside
1D:Dort, with Bolivian motor vehicle registrations as of December 1955 _/. 

Source: Direcci6n General de Transito y Rodaje. 7 
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The respective figures are as follows:
 

1949 195 
Automobiles 3,970 6,779 
Trucks 18,499 7,858 
Pick-up Trucks and
 
Station Wagons n.a. 4,145
 

Others 
 404 1,525
 

Total 22,873 20,307
 

While the above data are admitteily unreliable, they would seem to con­
firm the general impression one gets in Bolivia that during the past few
 years the number of passenger automobiles has increased while the number of

trucks has qone down. In a country like Bolivia which, as the over-all de­
velopment pro-ram expands, is becomin increasingly dependent on truck trans­
portation, this would anpear to be a rather serious development. What is
 
even more serious is th t of the 
 re lucel number of trucks now in operation
the majority is of very old vintage. 
A recent check of all trucks registered

in Cochabamb% by the United Stat,' Onerations Mlission oroved that on the 
average thege vehicles were about ten years old.
 

Furthermore, imports of trucks have been declining to 
a much greater ex­
tent thin those of passenger cars as may be seen from the following import

figures covering the period 1950-1955:
 

TOTAL IMPORT OF VEILES l/ 

195 1952 1953 1954 1955
 

Trucks 1,158 752 182 100 
 167
 
Light Trucks 496 371 87 
 27 105
 
Automobiles 
 507 400 146 401 347
 
Carryalls 
 - 54 7 61 
 35
 
Jeeps 
 35 93 49 115 30
 

2,.96 1, 670 471 704 684 

The implication of all these 
figures should be crystal clear. Unless
 
something, is done -ibout it rapidly, the lock or importation of essential 
cargo vehicles is likely to have nuite serious repercussions on Bolivia's
entire trnnspotatioi, system, thus offsettinq a rood deal of the results ob­
tained from better road mqintentnce. An immdiate improvement in this situa­
tion could be made by imnortirig essential parts to rehabilitate old trucks.A ehec- mad2, in Cochabimba la l, year revealed that to maintain the local 
trucking serv; is aclenuately, 'n irmnedinte imortation of some $30O,Oo0 

Source: 1951-54 - Survey made by the U.S. Orprations I'ission to Bolivia 
which does not include certain imports made by persons living in the in­
terior 'n,d which are estimated at 15% of all imports.

1955 - Direcci6n Maci6nil de Estadistica Boletin No. 77.
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worth of parts was essential. The oroblem with importin7 parts, however, is

that these parts are usually distributed throuch local unions at the official
price which results in the fact that a large proportion of them immediately 
disappear across the border.
 

To lower transnortation costs it would seem to be important to brin, in 
a somewhat. larger truck than the ones presently in-use. In view of YPFB's
 
considerable excess of light crude, for the 
 time being they would have to begasoline trucks, even if a gasoline truck might be somewhat less economical 
at high altitudes. Furthermore, diesels could eisily involve new maintenance
 
problems since this type of en-ine is not too well know.n in Bolivia. 

Fron th above figure3, it is clear that even on the present scale ofoperation Bolivia will hive to import a -ood many truc:s durin7 the next few 
years. If the roal maintenance prorrar expands anA if agricultural oroduction 
increases, there will be even more lemand for truck,. For this reason, thelighwiy Servicin )ar3 proj(-cted a future need of 20,000 trucks to take care of 
Bolivia's truck h&. 'lina needs. 

Air Trn rlortaition 

Coniderin- the size of its 'opulation, 3olivia has an excellent air 
transportation system. 
 International air transportation services are provided


by two unerican comp-,nies, to wit, Braniff Inte-national Airways, and
Panamerican race, which come to Bolivia several times a week. In addition
there are the services of the Chile'n Airline (LW'), connectin7 La Paz .ith

Arica, the Uruunyan Airline (PLUMA), which 
 connects 11ontevideo with Santa
Cruz, \erelineas Arqentinas, which has a service from Buenos Aires to 9anta
Cruz, thr-e rrzizli, n services, namely, Cruzeiro do Sul, Forga Aerea and

Correo Xereo ::ilitar (CA') 
 which connect Santa Cruz with the interior ofBrazil, and Lloyd Aer o Colombiano, .,hich recently has provided a service
 
from Cochabamba to BogotA.
 

Local %ir transportation is provided by Pqnagra on its La Paz-Cochabamba-
Santa Cruz-Puerto Suarez line. The greater part of domestic air transport

is provided by Llo'.d Aereo Boliviano (LAB1) which has been operating in the

country for over twenty-five years. At present it 
 has a fleet of four DC3s,

2 '9C4z., 7 (47s, and 2 Bl7s, while neotiations have been concluded ith the

UniT. i 3tts Denartment of Defense for the purchase 
 of four more B17s.
LAI3Ks ncrvic(,s are sunpl-mente! by the! 3olivian Development Corporation
which ope.ratjs three C46 oircraft which 're used both to haul meat and for

general development work, 
 and by Trans ortes Aeos M<ilitares (TA:) an air
service provided by the B3olivian Air Force which operates four '47 carzo
planes, Frigarifoco de Los Andes which operates one B17 plane to haul meat
from t.he :3ni, Frigorifico Ballivi~n which is enga-ed in the sane activity
vith on.; !12/, rlane, and YPI-B which at present has one C47 and two Cessna 
180s in operation. 

Lloyd ',ereo 13oliviano is a mixed company of rhich the government holds
about 69/%of the qhar,!t-, the remainder bein- in private hands. The comnany
haF been qrowin- steadily. It started operations in 1926 with three small
airplanes :hich, 'lring that year, carried a total of 1,583 passengers and
8,16 kilorarms of cargo. During 1955 the company carried 158,002 passengers
over -a dist-tce of 5,232,000 kilompters. Table XXYXIV, of the Statistical
Suppl.'ment ahows the air traffic statistics for Bolivia's domestic airlines 
during 1955. 
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1. LAB should make a revenue-expenditure analysis by routes and aircraft 
in order to determine:
 

a. Which routes are losina money
 
b. Which if any aircraft cost too much to operate
 
c. "That changes are necessary in their rate structure
 
d. What chanqes are desirable in the organization.
 

2. The Bolivian Department of Civil Aviation should be authorized and 
required to reduce competition by ipproving routes, rates and
 
services.
 

3. Transportes Aereos Y'ilitares, the Air Force airline, should not 
en­
;age in co7ecrcial airline operations.
 

4. 	 All major overhaul facilities shouldl be concentrated in one shop.
This is now bein, done with the assistance of United States 
technical and economic iid. (centralized mnint.enance base) Air­
craft used in olivia are of United States manufactui.e. Practic­
ally all of the replacement parts and raw material for repairs to
 
these aircraft ire purchased in the United States with dollars. 
Concentration of all overhaul will permit greater scope of work,
purchase in quantity and better stock of parts all of which will 
tend to reduce dollar purchases. 

5. 	 Several airports and lanlin7 facilities should be improved. Take 
offs and ln lings on unpaved airstrips greatly increase the 
maintenance problems -nd thus dollar expenditures. The "El Alto" 
airport in La Pz is a classic example. The small stones, gravel
and sand do considerable damage to the propellers and skin of the 
Airplanes. The dust causes a -reat deal of unnecessary wear on 
the engines. 

TA4's Rol , in the Bolivian Economy 

What hats been sail about LAT is also true for Transportes Aereos Milh­
tares (TAL), the Air Force airline. TA11 constitutes a squadron of the Bo­

4 usod for economic development. Atliviin Air Porce .hich i.s sometimes 
pre:,.-nt it operats four C47 -laneswhich are in bar condition. It pro­
vides a hi,hly irre-ula. service freeuently in competition with LAB. During
the past twn years PAl' received $400.,000 of forcd gn exchange at the official 
ratp.of exchange. 

Type of Air Trans rrtation .eeded 

Owin7 to the vast expanse of th, country and its demorgraphic situation, 
as well as the lack of adequate oveland transportation facilities in nearly
half of the country, air transport rill have to play an important role in
Bolivia's c'onomic developm-nt for a long time to come. It is, therefore,
most important thaft thi type of tr'ansnort he organized in a most efficient 
manner, as not the c,tse. Inste'd ofis now 	 trying to provide first class 
transportation on certnin rootes Bolivia's national air transportation

system 	 should just 'lain, safe, type for all oforovide a 	 of transportation 
Bolivia.
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a year. 
It also could proVide sizable exports of Brazil nuts as was mentioned
 
previously in the section on agriculture (see the Annex to this chapter ­
section on Agriculture).
 

In some areas, burning for agricultural cleiring and high graing for 
especially valuable timber has already done considerable damage. As a result

there is now advanced erosion in -uite a few areas of Bolivia. This problem
is particularly serious in the Yun-as area which contains potentially one ofthe most productive areas of Bolivia. A similar situation, however not as
 
acute, exists in 
 the Beni and Chaco areas where extensive fires as a result
 
of bad management have taken their toll.
 

Overcutting has been a oroblem in almost all producing areas of Bolivia.
To cope with this problem, measures should be taken to stop uncontrolled 
cutting and to draw up a program to make proper use of this national resource. 

Althou-h showing least concern thecertain laws at some for conservation 
of forest resources now exist, very little provision has been made for their
 
proper implementation. Perhaps increased education as to the proper ofuse
this resource mi-ht be the best to cope with thisanswer problem. 

It is believed that the harvesting of timber will not constitute a ser­
ious problem for some time to come. It will not 
 require any heavy road
construction for main roads to reach desir-able stands, while the stand den­
sity appears to be sufficient to make the cost of access roads very low per

thousand feet of logs produced. In the development of Bolivia's forest re­
sources, probably the biggest item will be the cost of transporting the

lumber from the forests to the local or foreign market. Since there exists 
in Bolivia a sufficient amount of high quality timber which could be sold

profitably both in the domestic and foreign markets, it would seem to be
 
desirable that immediate steos be taken to 
start developing this resource
 
which should not be allowed to lie dormant.
 

Amon, the areas which should be considered first for the establish­
ment of sawmills are the San Antonio-Todos Santos area and the Piray area.
These mills should initially concentrate on supplying the domestic market 
with lumber products such as boards, timber, flooring, etc. It may be
 
expected that the domestic demand for wood 
- a large part of which is 
now
 
ben imported - is likely to increase continuously as a result of the in­
creased needs of the mines and railroads. If construction increases there
will also be more demand for flooring, veneer and furniture wood. In a
later stage the high rrade product, veneer, etc., could be exported to theUnited States while low grade material could be used for the domestic market. 
Insofar as immediate export possibilities are concerned, it seems that in
view of available transportation, the Chaco area would offer the best 
prospects. 
Lumber could be shipped from there to Argentina while it might

also be possible to ship lo-s to Uruguay by means of the Paraguay River.
 



ANNEX TO CHAPTER V - AGRICULTURE 

The Outlook for Specific Crops 

Wheat 

1heat is one of' the basic items in the Bolivian diet. It is the prin­cipal source of calories for the urban population and, therefore, large

quantities of it have been imported every year in order to fill the gap be­twen domestic production and consumption. During 1955 imports of both wheatand wheat equivalent (flour) amounted to 87,850 tons. The wheat varietieswhich are at present gro'm on the high plains are not well suited to thearea. 
Both frost and rust can cause severe dama-e to the crop. 
It is esti­m-ted Lh-it 0ith th(- increased use of phosphates anJ dry farmin- techniques,yields could be increased substantially. Irrigation might also be the answerbut irri-,grion -iould be consirderably more expensive than the dry farming;r lorl-, "rhich have al.ready been tried with -reat success in Peru. i/ 

"he Agricul tu2al Servicio has done extensive experimentation with new.,eat vrrieties which over a period of three or four years of testing have-'ra-e- 'n 80, higher yield than the native varieties. In addition this-,x-l h s been oroven to be rust resistent and highly resistent to frost.
At, sh:ild be keot in mind, however, that from all appearances wheat is not
 
a c.nm in which 3olivia could do best.
 

Tt is estimated thnt the area planted to wheat in 1948 was about 60,000hectares"' Of this area, perhaps less than 2,000 hectares were located on thehiTh ir-s, olwhile the remaindier was -rown in the sheltered valleys of Cocha­bamba, Sucre, Potosf and Tarija. It is obvious from the above that with ther! Yht varieties, production on high plains bethe could increased sharply* 'iich "ould free the valleys for other crops which cannot be grown on the 
hi -h plains. 

It is estimated that at present about 33,000 hectares are devoted to the
p-otiu:tion of ..heat, distributed roughly as follows: Cochabamba, 60%; Potosi,20,u; Sucre and Tarija, l0; and the relaain-ler on the high plains. 
 In these
several areas roughly 90,000there are hectares of land suitable for growingwheat on which other crops, principally corn and other small grains, are now 
;ron. These potential wheat lands are, by areas: 40000 hectares in the
Department of Cochabamba; 15,000 in Potosb; 25,000 in Tarija,hcand ,r00 inghuqui7,ca (Sucre).
 

Uncler the existing conditions, corn production is much more profitable
than production of wheat which has to he sold at a controlled low price
while the price of 
corn is subject to much less control. Furthermore, a
hectaro of land now produces about 2,000 kilograms of corn as againaL 500
kilograms of wheat, without as great a risk of crop loss or damage due tc

1i.ease, cold excessor moisture. 

1/ See H.J. Dion, Agriculture in the Altiplano of Bolivia, 1949 

(FAO Report, May 1950)
 

* Estimate made b,, the Agricultural Servicio. 
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Since Bolivia's wheat requirements are likely to continue to increase,
it 
seems to be of the utmost importance to boost the production of this crop

to the extent possible. More adequate prices would be vital in any wheat
 program. To produce annually 120,000 tons of wheat in Bolivia would call for
about 130,O00 
hectares planted in this crop, a goal which certainly could be
 
achieved with the right price incentives.
 

No problem exists with respect to milling capacity in Bolivia. Bolivian
flour mills are capable of milling about 100,000 - 120,000 tons per year while
 
present purchases of domestic wheat are not over 10,000 tons a year. 
Even at
the present low extraction rate of 75 kilos of flour per 100 kilos of wheat

this part of the process should be reasonably satisfactory. Making whole
wheat flour with high speed hammer mills would increase the food value of the
 
present supply of wheat by some 15% to 20%. 

Potatoes 

Since potatoes are used directly by the Indians and, more important, are

free 
rrom price control, potato production seems to have kept up with popu­
lation grovth except for the list two years when production dropped sharply
as a result of land reform. At present potatoes and corn are about the most
 
important croos in Bolivia. 
The fact that the ootato is the staple food of
the high olains calls for an early imorovement in the rate of production of
this crop in the highlands, both from the viewpoint of increased food sup­plies as wsll 
as to release more lands in the valleys for other purposes. It
is estimated that in 1949 the last best year of a-ricultural output, about
50,000 hectares were planted in Potatoes. As exoeriments by the Agricultural
Servicio have shown, present production could be increased by four times by

the use of fertilizer alone. In similar areas of Peru, yields as high as 30
 
tons per hectare have been obtained 
ith modern methods and controls.
 

On the hizh plains, notatoes are preserved largely as "chufio" 
or frozen

dehydrateJ notatoes, which method has been inherited from Inca times when it
 was used to save potatoes for years of poor harvest. 
In most places, po­
tato yiell-s are extremely low which is probably due to a combination offactors, such as low soil fertility, poor varieties, poor seed, and various 
diseases and pests. 

Recently potato output has been dropping sharply which may take on an
 even more serious aspect in the i'umcdiate future since this year the Indians

have been eatinItheir seed potatoes instead of olanting them. This drop
has ,enerallv been attributed to the confusion created by the agrarian re­form and therefore may be only a temporary phenomenon. To make matters worse, an earl., rrost and a serious drought have ruined about 30; of the 
1956 crop.
 

Potato production on the high nlains can be increased very easily.
this purnosc a program aimed at 

For 
a much hi-her potato production through the use of better seeds and improved methods, coupled Ith an increased use of
fertilizer as well as with the distribution of research information gained
at the Agricultural Servicio's research station at Jelem would be most essen­

tial.
 



Farley
 

Barley constitutes another one of the stanle foods of the Indian who
 
eats -nrley roasted as well as around in his primitive hand mill. Althougha lare part of the cultivated area of the high lains is planted in barley,
Bolivi'a recently has been importing considerable amounts of this cereal
breving. Contrary to wheat and ootatoes, barley 

for 
his few diseases or pests


that cali cause serious damage to the cron. The crops grow well and the
relatively low yields obtained probably be
cn attributed to low soil fertil­
ity which could be cured through the use of fertilizer containin7 both nitro­
gen and phosphorus, 

There seems to be absolutely no reason why Bolivia cannot produce all

its rpniirements of barley on low nitroen soils a program
and to achievejust thic would be of real value to th- economy of the country. Furthermore,
aro'win- b~rley for forage could be a heln in any livestock nrornra on the high
plains i-iaore the shortage of winter feed on the badly over-grazed grass
lands frequently constitutes a nrobleri. .noth'.r :3imilar cron which could of­
fer some prospect high isin the plains rye, which, becausc of its natritive
value, mIght be an interesting addition to the diet of the Indian. 

,uinua. 

Quinua is an extremely vitqmin and protein rich cereal which grows on
the Bojivian hi,hlands an, which has been cart of the basic 
diet of theIndiLr, for ,nanr ccnturiP , Chemical an-ilysis indicates that, except for cornand o'iS, '-uinu'i- sunerior in fat co .tent to whet, rice, rye and barley.

Its content of orotein and fat airqoaches that of meat, while its large con­tent of mineral subst'nce, particu].arly phosphates and calcium, puts nuinua
 
on to,) of the list of most vegetable foo-Is. Quinua is used extensively by

the in,!ians for whom it contributes a basic in-redicnt 
 to sunlement their
otherwise deficient diet. Little of it finris its way to the commercial
 
market.
 

Q2uinua might hive some possibility for export as a breakfast cereal

(quinua 
 flakes). Actuallj Peru is exeorting small ouantities of quinua to
the United States where there appears to exist a certain demand for this
product. Since no sneoial oxnei'ience is needed in growina quinua, pro­
duction could stepped up It felt thatbe fairly ranidlyo is in Bolivia anadditional 10,000 tons of nuinua flour could be produced within a period of
five y arF iiich, once used as an roditive to wheat flour, could reducewheat imports by 5 to 10%. The area planted to ouinuanour is estimated at
about 14,000 hectares. The yield is not high, averaing 400 kilos ner
hectare, but the plant withstands frost and can be groin where other crops
do poorly,. The price of best nuinu'i is consistertly above that of wheat,
indicating a good Ih-qand for the product. 

.)KeerJ
 

At present., ill livestock on the plains is ratherhi-h poor in quality
with the nossible exceotion of such native animals as llamas and alpacas.
Sheep have alwa--s been of great inturest to the highland Indians. Manyareas are over-grazed by decadent flocks of sheep which yield very little 
meat (12-15 kilos of meat on the averag e) and even less wool (1-1 5 kilos 
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of low qu'lity wool per year). It is estimated thit at ,.resent the numberlamLb born equals the number ofwho die each year'.
together with 

This low rate of reproductionthe pasture limitations have tended to keeo the number of herdsat a rather fixed figure. 

Pasture management is dif'icult on the high olains. 
A system of con­trolled grazin- to permit the ran-e to re-,rass itself is virtually impossible.Sheep are maintained primarily for wool. The improvement work ri!,h pure-bredrams couoled with better feeding or-cticcs !nd pest control could have soec­tacular results in producing la:rge shee with oo0d mutton characteristics,well as good nualitv wool which In turn 
as

woul d contribute to reducing Bolivia'spresent imports of both meat and wool. 

Coca
 

Coca has been traditionally one of the main crops grown in the Yungas ofLa Paz. However, recently and for well-known reasons, international a-encieshave been using more and more pressure to reduce the production of coca.While Bolivian exports of coca have b-een decreasing - Argentina cut coca im­ports from 500,000 kilos to 300,0OfO kilos in 1953 - local demandlike]y to drop as a result of the fact 
is also 

that the younger generation of Indiansseem to indulge less in the habit of cherin- coca. AccordSn7 to the mostrecent statistics, cxnorts of coca went down from ','684 , 7 50 in 1954 to $196,472
in ,, ,5. 

Fruits and VeZetables 

Fruits and vegetables grow in the valleys of La Paz anI Cochabamba whichprovide nearby markets for these products. It is interestin- to note that
since the producers of fruits and vegetables have never been subject to price
control, production of both has kept in close touch with demand.
down in transportation is the only cause for 
A break­

an occasional shortageproducts. \s the stanard of livin7 of 
of these

t.he o,1ii sn ponulation rises, therewill be more and more demand for fruits and vegetables which could be grownsuccessfll'r in the valleys close to t'ie ponlation centers. 

in view of th- hi-h qulity of the product, it seems likely that intime the Santa Cruz area could develop an intorestin7 exoort trade with
Argentina in citrus fruit and pineapples.
 

Coffee
 

Coffee production both in the Yun-as of La Paz and in Santa Cruz could
be increased rapidly by better mana-ement and greater incentives. 
At one
time Yun-as coffee was quite an export item, commanding a premium in worldmarkets. Since 1942 the Agricultural dank has been encouragin? the pro­duction of coffee in the Yun-as mainly by irnsns of agriculturalProduction increased credit.from 750 tons in 1742 to 1,600 tons in 1953, whichabout covers the need of domestic constma tion, leaving only a small margin
just 

for export.
 

While costly and inadequate transoortation as well as the hazards in
curing coffee during the rainy season have been a handicap, inadequate
price policies and excessive export controls have been the main factors in
holding back coffee production in Bo.ivia. 
Recently the govern­
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ment has tried to remedy this situation by drawing up an ambitious coffee
 
program which would give Bolivia a foreign exchange income from coffee (annually)

amounting to $10 million by 1965. 
The previous rigid control of coffee
 
prices was also relaxed somewhat. Unfortunately as a result of a domestic
 
shortage during the last part of 1955, coffee exports had to be suspended

again which put a damper on the enthusiasm of a number of people who had
 
shown a revived interest in growing coffee for export.
 

To increase production effectively, increased research and extension
 
work would be necessary, while the provision of tools and implements as well
 
as credit facilities would take on a hi-h priority in any coffee program. 
A
 
most important factor would be to 
see that the Agricultural Bank buys the
 
coffee at the right time during harvest time and provides the necessary trans­
portation facilities,
 

Increased roadbuilding, a central processing plant and proper grading

facilities would be esserLial if exuorts of any size are contemplated. It
 
may nlso be necessaryv for the goverrnent to facilitate the movement of mi­
gratory workers from the highlands to the Yungas of La Paz (a distance of
 
some 1 0 kilometers) at harvest time 
cs 
well as to promote the formation of
 
farmers' cooperatives. Some chan-es would also have to be made in the
 
agrarian reform law in connection with a Yun-as coffee growing program.
 

Bolivia offers virtually unlimited possibilities for the production of
 
coffee, 
 The mountain valleys of the Yun-as can pr'oduce excellent coffee at

elevations un to2000 meters above sea level, while in time a large production
 
could be developed in Santa Cruz.
 

As mentioned before, one of the greatest attractions in expanding coffee
 
production in Bolivia lies in the fact that this can be done relatively

quickly and without a large caital investment. The people in the Yungas

have their plants and know how to handle coffee. They have simply neglected

their trees because of the low (controlled) prices received. At present five
 
or six olants in the Yun,,as produce as much as one 
plant could produce under
 
proper conditions.
 

The rather gloomy near-term outlook for coffee in world markets should
 
be of little concern to Bolivi-, since Bolivia could be an extremely low
 
cost producer of quality coffee ($0.20 a pound compared with the present
price of )0.60 in New York, which is considered a low price; not so long 
ago coffee sold in New York for '0.95 a pound), 

The fact that coffee harvestin? generally requires a lot of labor may

also work to the advantage of'Bolivia in the long run. While labor costs
 
in Brazil are steadily rising, the fact that coffee growing in the Yungas

is largely a family affair may ultimately become a factor in keeping costs
 
down. With proper incentives, particularly free export privileges at
 
world market prices, and with the provision of more technical help to
 
growers, including proper processing and standardization, coffee exports

could mean an annual income to Bolivia of some US$milliorn Vithin the next 
six years.
 

Discounting the possibility of selling to the United States market
 
for the time being, Bolivia could enter into an interesting coffee barter
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trade with its neigahbors, Chile (iron), and Argentina (wheat), which at least 
would relieve some nre-;sure on f' . n ehin '?et. FhsVurth, -more,

coffee consumption in Bolivia is increasin-; r°1:-iy. The Indiim ''ill be get­
tin- more and nro­more used to drinkjn7 coffee es the economic intecration 

gresses. Increased domestic consum-tien ,-ill cC.]. *or the csr: 1. planning

of a coffee program re,arless of th, outlook of ':orlcl mrkets.
 

Tee 

Tea growint m,.,oul! seem to offer soire v(,r interesi;ing possibilities in 
Bolivia. 1953 imoorts amounted to ,hout 155 tons, representin- an oxpenditure
of some :,200, O. To produce 350 tont of tea oer year, a quntity w.hich Bolivia 
could easily absorb, 'ou] I r-oi'- Theut 7,Q hecbares. oth climtic and labor 
conditions in the Yn's are vr- fnvr)re-Tl for tea. Like coc'l, tea arowin7
 
is highly labor intensive 'hich mikus it an i'iesl crop for th snail firmer of
 

,
the Yun-as an-! his fo_il,. Thus, cocaiinas a cro'- a)-vears t-, be on the wane 
tea may ell '?r,-vr to I-, n ilel su-:itute an o more profitable one too.

In Peru te-i bc.in .'flr- ... ili2 no- ','jjico-.e in -reas i.h are in re­
spects comre!rable to th( Yun;as (th,- .onvwv,cion "rovince)o Tea p oluf ion -rew 
from 31 tons in l?40 to 4W ten in 1)50. 

Te is ,rown c' il vazrci ?oli -ir, i and in the Yunas of Lain n,_-ar 
Paz. -11v'ew,, until now the enirntt ies !-pro luce'l have been small, mainly be­
cans: of 1- c' of oro(e,:-in,1 eeuixi -nt, inadequate nrice nolicies and trans­
port"- ion ,iffi cultieu,. 

._y,rthrum 

yrethrum -ro-,s in re-ions ,hlch corlbin: -i subtropical climate with alti­
tudes of not 3,..q than 2 'D0 meters, much like the valleys of Bolivia, For cen­

-turie, it hi b-eii rown in Persia -nlH the southern part of lussia. At present
the io:st im-:',itnt .or,)uctien, centers -lre "enya and Jipan. The flowers of the 
:lant -re , !nme -IrounK,to for,:, '- 'e.rdcr ;.hieh "onstitutes an insecticide. 
The oroduct is a do]l)r earner ;hjj-h command.-,ds a 'rood rice in world markets. 

iHolivi' is now car -yin, out some exoeriments both in the valleys and on 
the hi -Ih nl in- to 7row pyrethruo f"or e,:-ort. Present world o)rodluctioi amounts 
to 17,0 , tcns, or wh"lich the United States ioo-orts 50'. Althouh competition
from chemic-Li in.sectLcides may incrcrse, the enrlni for pyrethrum is likely
to continue for ,-mcific u's :2. Evrn i' -icer should drop substantially, py­
rethrum 1ould still be -i interestin" xcort item. As aricultural develoro­
ment n-n-resse, the.-e mav even be sonr use for this nroduct in the domestic 
market. 

3anane s 

Tl-,an floe:, properly urenarel, offers mother substitute for wheat flour. 
Danan- flour hns one advnnta7e over yucca flour in that it is a lot easier to 
gro ,hilp it is considerablv hic,>her in food vilue, At oresent q few farmers 
are starrtln- biosn' grow;in-' on smll scale in the Pontenuncu re~ion .rith the 
ultirm-te object of nrod,'ienn bsnlnn flour in eonmercial ou-ntities. 

l'thou-h corn is now 7rovn exc7,,isiv-ly in the Cochabamba valley, Cocha­
bamb-i corn is likely to be replace] in time - at least to some extent -
by corn from Sinta Cruz which is chemer end o? a better r:ulity,. This 
shift is alrea !y noticeable riht no-:. Thus more land wi'll become avail­
able in the 2oeh'hamI)a region for the -roin; or whent and potatoes. Corn 
is a basic el,, ent in the iet, of the rural ponulation of the lowlands of 



Bolivia. 
Its secon-d most important role is in the manufacture of alcoholic
 
beverages (chicha)o
 

Under the auspices of the Agricultural Servicio, a new variety of corn -
Cuban yellow corn - was introduced in the Santa Cruz area a few years ago.This corn which is now abundant produces at least 100% more than the local
Crioilo types of corn. 
The wheat flour millers are starting to use some of

this corn to make 
corn flour, which is bein- sold in the markets to assist in
reducing the consumption of wheat flour. A-art from its use as flour, corn
 may play an important role in both noultry and hoa growing which latter has to

be stepued up to eliminate the present substantial imports of lard.
 

Rice 

Until 1942 rice production was e'ite insignificant in Bolivia. However,as world prices went up un-ler the impact of the Second World War, production

of rice rose sharply, particu. a'ily in the Santa Cruz area. Present plans
call for the elimination of about 11,000 tons o.' annual rice imports in 
a
 
pericd of about two mere years. 

s.ince the lac': of rice proc,2ssing facilities has been a bottleneck, theAricultural Servicio has 'repared Dians setting!oe for up more rice stor­age facilities at .:>anta Cruz inc]_uiin, a number of portable rice mills. A
 
new brid e over the Pirai tiver, now under construction, will open up ad­dition.il rice lanl 3 so that by 1958 about 20,000 hectarescould be planted in 
rice.
 

Sugar is said to be a n!tural for the Santa Cruz area. Production hasdevelopedl slowly over the years and up to the present day almost all sugar
cane is -in' used1 in the manuf'acture of alcohol, both because 
 of the higherprice -' th.o latter as well as becaus, of the lack of sugar mills. Atpresit. ri'-- re two small mills in Santa Cruz, "La Bel-ica" and "La Es­" peranz-a, 'hich have been in operation for a number of years, Their combined 
productinn is about 5,000 tons of rei'in1, su-ar a year, 

'Thf' d-,ivi n Develcpment Corporation has just finished the construction
of another surar mill -t 'uabir^ near Santa Cruz at a total cost of some

$4.5 million in forejin exchange alone, 
 Its potential production is about18,000 tei:m o,'recined sugar although the actual production is likely to belower, 't -,,( same time, the 3e-lzica mil e.%ects to expand its pro­
cessin7 capacitv from thu 
 oresent 3600 tons o' refined sugar per year toabout 5,0)0 tons, for -it imnortinuwhich purnose is equipment from Geremanyat a cost of j186,6oo, To increase the capacity of this mill to 16,000 tons
of sugar a y-ar would req':ire an investment of some $2-3 million in foreign 
exc hange . 

The Esi(-rinza .ill also has plans for exitnaion through the purchase
of French machinery on long-term credit hich could bring its production
up from the present 14100 tons of reU'ined sugar p r year to 6,000 tons. 

The Bolivian lovernment has reatedly stated its intention to sell
the quabiri mill to private enterprise through the forced sale of shares
to both industry and government employ,.es, In view of the present situa­

\ 
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tion in Bolivia, however, it is likely that the latter will sell these shares 
as fast as they receive them so that the ownership of the mill will wind up
 
in the hands of a few people anyway. 

Putting the ownership of this mill into private hands is of vital concern
 
to the Bolivian sugar industry since under present day conditions private

industry could never compete with the government mill for any length of time.
 
For example, the Guabird mill pays no CIF surcharge on its machinery imports

which private industry does; the mill has facilities to obtain long-term

European credit; the mill is surrounded by excellent roads, all newly con­
structed w'iile the two private mills suffer from very bad access roads all
 
around. If the Guabird mill hires a foreign technician at 3200 a month, it
 
is out of pocket Bs40,000 at the official rate while private industry would
 
have to pay the same tecbnician Bs. 1,600,000 at the free rate. Add to this
 
the fact that the government mill has all sorts of facilities to expedite
 
the transportation and custom clearin- of its imp-orted equipment as well as
 
the fact th°at the government can set tho slgar price at will, the conse­
quences of a government operation alongside p'ivate industry are obvious.
 

At present the nurcrocessing nrobleiii in Polivia is still far from 
solved, As will be 
seen from the above, even with the proposed expansion

of La Belgica Bolivia would only he able to produce half of its annual sugar
 
imports, which are admittedly higher than the actual needs because of the
 
losses through contraband traffic. However to take care of all future re­
quirements an additional sugar refinin- capacity of 32,000 tons a year would
 
seem to be necessary.
 

Although an investment in sugar mills could perhaps pay for itself in
 
two or three years, it still would rem'ire a dollar expenditure of some
 
$4-6 million, an investment no private individual is mping to make as long
 
as 
the present policy of controlled prices and interf-rence with the industry
 
persists,
 

Only time can tell whether building two or three large sugar mills in­
stead of many smll ones will be the 'inswer to Bolivia 7 s problem. A large 
mill needs a lot of -ood sugar land right near the mill, while in Santa Cruz 
good land is usuallv found in spots and not in large areas. How the soils 
around the new mill will stand up after five or six harvests is still an open 
question. The same uncertainty exists with respect to the long-term avail­
ability of water supply which lias alreidy been a problem, Apart from these 
technical considerations there is the point thit from a social point of
 
view a few sm-ll mills in different parts of the country would be of far 
greater benefit to Bolivia than one or two large mills placed closer to­
gether.
 

At this point one can only say that the existing two small mills have
 
proven to be the ri-ht type of development in connection w¢ith Bolivia's
 
availtble r( sources, ,hether the same holds true for large mills only the 
future can te]].
 

Yucca
 

There are a number of substitutes for wheat flour which can be grown
 
in the Santa Cruz region. Yucca, corn and bananas are all very good pos­
sible substitutes, Yucca flour can be mixed with wheat flour in varying
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amounts up to 5% - 10% to give a correspondina savin7 in wheat imports.
production of the raw product is not a difficult problem for all farmers 

The 
know

how to grow this crop and a relatively small area gives a large yield (15 to
30 tons per hectare). About 300 hectares planted in this crop w.ill keep a
 
small mill going.
 

A yucca mill is now under construction at Santa Cruz which will have 
a
 
capacity of some 1200 
tons of flour durin- the first year, working an eight

hour shift. 
 The mill is bein- developed with Point Four assistance on a co­
operative basis with the growers. 
A second mill will be built in Bolivia

within the near future -ind plans are unlerwa,, to organize a farmers' cooper­ative to take over the programmin, planning, and operation of this second 
mill. 
The combined capacity of these two mills will be approximately 4500
 
tons of flour compared to the country's annual need of 5,000 - 10,000 tons.
The investment of $6D,000 in one mill will eliminate annually a corresponding
 
amount of wheat imports.
 

Vegetable Oils
 

The production of oil seeds could be increased rapidly in Bolivia with

adequate price incentives to the farmers. 
At present the production is Vir­
tually nil, although there is a very good oil plant 
at Cochabamba that can

produce nearly 750 tons of the refined oil, if the products were grown, 
The

capacity of this plant, which was completed in 1951, could easily be doubled.

It has never been in connercial production since, under the present controlled
 
low prices, it cinnot afford to pay the farmer an adequate price for the raw
 
materials.
 

Castor beans, peanuts, soybeans and sesame all do well in the Santa Cruz
 area. 
The importance of increasing the production of edible oils is twofold.
 
First of all it would eliminate imports and secondly it would provide cake
 
for a growing cattle industry. For this latter purpose it would be neces­
sary to establish an oil press in Santa Cruz to 
save transportation costs.
 

Tobacco
 

Tobacco is of great potential interest to Bolivia, both as a dollar
 
saver and as a dollar earner. In November 1954, Casa Kavlin, the makers
 
of "Derby" cigarettes, started growing tobacco near Santa Cruz on an ex­perimental basis. 
 The first results appear to be promisinj insofar as the
 
quality of the product is concerned, but the lack of technical know-how
 
in curing the leaf constitutes a serious handicap. 
 A lot could be ac­
complished by importation of the necessary technical assistance and ma­
chinery combined with a policy of limiting the importation of tobacco.
 

Hard Fibers
 

The Santa Cruz 
area is well suited to the production of hard fibers,

both because of climate and soil. 
 At present the importation of bags for
 
the mining industry represents an annual outlay of about $1 million for
Bolivia. As the agricultural development proqram progresses these imports
 
are likely to increase. 
 Thus the need for a domestic fiber industry is
 
obvious.
 

Among the various fibers which could be grom, 
such as ramie, jute,
 

\q
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sisal and manila hemp, kenaf has been selected by the Aaricultural Servicio as likel", to give the best results. At present there exists small ropea
factory which uses kenaf -is a raw material and which about fills the local
demand while there are several el'ins in the mill for the establisment of 
a bag factory by private capital.
 

Hog production was once quite significant in certain parts of the Chaco
area. 
However, because of the competition from imported lard, many farmers 
lost interest in hogs. Althou7h is someRolivi.i nnnullyr importing 3,000 
tons of lard, hog production has increaseri very little over the years partlyfor the above-mentioned reason, The cholera1946 epidemic killed a largepercentage of the herd while in 1955 - imilir oldemic took place .hich 
fortunately was less disastrous in its effects.
 

One of the principal bottlenec- in the production of hor s is the lackof animal proteins "inc" nroper feedJ. The latte:- deficiency will he cured intime as the 7reater availability of corn -t. lower prices will be a great
help to ho breeders; however, the 'irst dlericiency is likely to be a prob­
lem for some time. 

-in adequate coordination of crsriit an', e ten!7ion on this project couldmaterially expand the pomJi-tion of Di-s in thp Santa Cruz ar .a. A consid­
erable anount of' edicahion is neededl to show farn-ers how to handle hogs.Work is also necdel on trinin7 o" individuals in the conservation of the 
lard as well as in the production of it.
 

Cusi 

The Cusi palm is exnloited iidely in Brazil. Bolivia has large standsof this palm northeast of th- Sa&nt Cruz area couldwhich be exTloited com­mercially !or th- production o' aetable oils. It is estimated that i some ol-lces the Cusi belt is some 6C kilometqrs .,ide with a total area of
 some 2 0,OOkC square kilometer-. In Brazil some 66,000 tons 
of nuts were
harvested in 1-953 resnlting in -i production e;' some 27,000 tons of Cusioil i/. 
On the basis of present yields, Bolivia could annually obtain

70,02',,0 tons Cusi provied 120of oil, some kilometers of roads were built 
first to open up the Cusi country.
 

Hon 

Honey could become an interesting export item for the Santa Cruz area

since the yields appear Lo be quite high. 
Due to the attractive prices
paid in foreign marets -roduction has been steadily increasing. With

prope'r methods anl techniques, exports of honey should easily reach a
 
value of "20O,OOO a year. 

Turmeric 

Turmeric is another specialty item which could be exported from the
 

j/ Dir. General de Estadistica do Brasil 
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Santa Cruz area since there appears to be a good demand for the product in
 
Argentina.
 

Cotton
 

Near the town 
of Villamontes in the southeastern part of Bolivia at a
point where the Pilcomayo River leaves the mountains and enters the Chaco
country, the Bolivian Development Corporation, in cooperation with the Agri­culturq.l Servicio, is carrying out an irrigation project nrincioally for
 
cotton cultivation. 
 Present plqns call for the irrigation of 5,000 hectares
of land over a period of four years. aIn latter stage the irritated areacould be increased to 40,000 hectares whichi, however, would recuire theconstriction of a diversion dam as well as a large system of irrigation
canals,. Althou-h the area is ideally suited for cotton, the project islikel-- to be handicaoured for some time by both the lack of people and trans­
portation facilities. 

- rr-indayv Palm '.ax 

The c-aranda:7 pqlm yrows in the Chaco. solidAllegedly stands occuraround Puerto 'u;arani (Paravay) extending back from the river for 200 to
250 kilometers into B3olivia. The high density continuessane beyond
Negrq -,n1 into 3olivia for an unknowm distance. 
ahia
 

The caranday palm is pres­ently exloited as a source of timber and fiber but potentially it is much more valuable oas of hard,isource vegetablre wax, like carnilihn wax. Brazil­ian crrnub. is almost indistinguishable 
 from caranday wax accorrling to re­
liable an',l ticl tests.
 

Carandav wax carihe used in the manufacture of metal and wood polishes,
printing and carbon onner inks, leather dressings, shoe cream, phonograph
records, chalk ,tnd crayons, dry batteries, explosives and a number of other
products. The value of United States imports of carnauba wax has rangedfrom W10 to ,2U million aiyear during the period 1940-1950. Caranday
like ca-vnnuba, is a low bulk, high oriced 

wax, 
commodity and as such an idealproduct for ex'aort from n relatively isolated country such as Bolivia.
 

uebrac ho 

The niiebrncho tree grows in the Chaco area. 
The bark is used exten­
sively in both the tannin- and petroleum industries. Paraguay has been ex­portinv Ir-g-' quntities of bark for quite a few years; however, since it takesa gre-t many years to grow a tree, the Paraguayan raw material is becoming
scarcer which -iveshoul! 3olivia a chance to enter the market. 

livestock 

Although B3olivian cttle breeding is more or less spread all over the 
country :n' h-s not reached n stage of specialization, the nresent emihasis 
ajopetrs to ', lir ely in the Boni where many cattle are still wild. Since
the di,mand for m,at has acer increisin- ill the tme, in 1946 the 'Ilinistryof Aricu]lture- an the ,olivian Development Corooration organized planeaservi,-c to haunl m.aqt from the B-ni. It is estimated that from 1947 toenrly 1956, some 35,W(0 heads of cattle were flown to La Paz. This hasresiitc-' in a gradual but steady decline of the wild herds which notdoreplace easil.y because of their high mortality, low fertility, and in 

\i
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"generai:be cause o!'f th'e, unfavorable6 conditi0n oratre cnainated
water -under..whic e lve
 
tpresent" cattle 
are an .mportant1en n Blvas motbt' ic
 

about5 iion'woi' 'fcattle- is_bonr" imported every er To.remedy,,tis- situati'on.Vh 'Boli -an.G6.Vernment_ hastsartedact epo~c nee
thog,~h4 mott~n -of- ebu bufls asweU as t hrou h,c tle, breed*~uncier contro led conditions--'­

-isXsbelieved tha a~bettercoiitrolIt of 'scre -worm' could _hve - pectac­U-Larreult~s inlwrn the. mortaJjt~rat IBni. cattle. Since 3n atl are already; re' ent to tropicaldcoditions'anid since the Zel strain- doe'snot -improve the qult ofth~mat~'matrill ia be'i~rjn~ut~xualt~oftie riy, ther~e 1might aso ,e some.meri 
~cattle..:~a 

~nu 
Cattle, production:ho.the -,high' plains could also ­ be increasdomwaperhap hotto 
uch,- since~any sighif'&cantrnw 

't 
exaso olctrazed, by Isheep. the sd sb-m.te.hat'I"~,peeft cinp~c~I~t'_,time the ber ofcat1e-in h ie~is very 'lowivihteeceto f'~ .he, area 

in 
hed whc-r prcial~ l-dthe ,regioni aroIund, Lake 4,Titicaca.-: In 'view4,of th~j siaif ~rie.al f~entilal, aihighproportion of.highland cattle isnwepre.to Peru., n.candietifer
 

-ne y 

Cattle, 6n th hihpan rIananc 
 msl sdataias 
 At 
presen 
 theyd oorlyi DecauseOf intera
lack ofphosphorus d 4

.raitepogaigante,'However, w hiprov pasturag t the~prA-ctices, and'the use of phosphateminr . suppleme'nts they, h'uld bejel

taadapt ed ,to much o'f the interior andeastern part of the high plains and' the-

Livstok producti'oh on the high pl 
 isiiatfr'olletlt
Sreasonissince theI use1 of £armyard,-manue,,cou dtatly 'impoe the apo atosan~d yi1elds ,ofgranhs 'o the'shat4 a*'~1 e-t 
isseo gy: int fact, Iimprovemeflt drk inpotatoes andid ~~ ran
sm wud eoflimite~ value~unes am srd,~ thiurisavailable ~as'a soilmendment.~a ~ 

tUnfortunately he&delomn o't( diy:industry~around La- Paz ;andCochab,7mba, IwhicKIa jus be
form which~ reutd as dela_'d- again by theagrarian-re,inf the eliminaiobn of a b~g Innubmr' of, beede~ 

1some cases the Indians'too or th1eeproete resulting' ini the,_bt Cier
infa nui er of Acles uebe herds~.<
 

Th 'Santa ruz~~area o6ffers, good possibilities for ctleriin.iconuntio 
 wthvarious crops., The AgiutrlSrii has -brought -a
 
- s ca
4s91iir~Ls ~lmalr a n iiih e usr andof1 SataI GrtrddiG ' ud ctaltle toduction ofwhc 

S anta CC'ru zp the r-o 
r tI~ 

wil wl be1 sojlI "to ~1oca farmers ',,imroveti sock~ 
ILisestimae ta wt 1proper meth~ods~Bolivia- coidpouc


milo' tes' yea~r f reprwhioh_ woul 
n'
 

eoiiof reildn-a proda ce'neit 'least 1 millieon treen nanuine
 

P ce po i~cy ha aan been the m~ajor- problem' in moncre sing liesocbre~. nfo t ae ~, oet,ri fts..excess,pe roleum Bliiaec 

http:situati'on.Vh
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ently signed a barter agreement rith the Argentine whereby substantial amountsof crude oil are sod for Argentine beef. Since this
at beef reaches the marketa price which cannot be met by the d'omestic breeder, the outlook for theindust-y is again becoming hihly, dubious. An example may he in order:while a Beni carcass brings about Bs. 400,000 in La Paz under the present con­trols, th: same steer exported clandestinely to Brazil would bring about Bs.2,010, . , For the sane reason cattle from the high plains is finding its way acrosf, the Peruvian border. 

If cattle production is to be increased effectively, one of the firststeps would hnve, to be "'or the -ov'irnment to pay the domestic producer theeouivaleint, of thfe price paid in adjoining countries. 

ith furtb-,r incentives, domst,,ic c.attlu oro-luction could be increasedrapidl:. Providirr n cattle tra~l from Caranavi to Rurrenabaque to connectthe I iter region with the hih plains would likewise be of major importanceto tv- ctcle indlustry since it woi,l: eliminate the present costly transport _of b ci', '),r ir. 

incr, 'i.ing cattle grov:ing in the Santa Cruz area coupled with a rota­tion or " m is likc,ly to haLve the most immediate effects. Once 
 built upsuffi-iently, cattlemen ghould be )llowed to export their cattle for dollarswich .ouli robably -,ive the 7reatest boost to the industry. 

iubber 

'ubbe3r is now being grown as an experiment at the Piber-alta ExperimentalStation a" tb, 'ricul1turl Servicio. There are no rubber plantntions inDolivi-, to s'n,--i nf althoih there are a lot of .rild rubber' trees (about twoper hectare) in the forests arounl iiberalta and other parts of the Beni. In
1946 %olivi ...- orted about .,4,aOO,000 worth of rubber. 
 Today orficial ex­norta ar ne-ligible 1!th-uTh a lot of rubber is still being smugled out to
Brazi ,'.
 

'oDivia pmoduces a high aua.itiy rubber 'hich is excellent for highgrade products such as glov,,s, me licinal items, etc., an, which is not
like to, b, replace] by synthetic rubber. Even 
 today current worldsumption con­is .,t the rate of 1/3 7rnthetic anl 2/3 natural rubber. 

,wql :.u izc natur'l rubber p-aoduction could be of great signif­icanc( :,- the d,,vloaent of the Beni. 
the 

Since rubber plantations would takew-Lr- ,;acor ruhber tnopers out of the forest where they now make
a very diff'ici ,. livin' co.lactin- wild rubber, both the social and eco­nomic benefifs of 2ush z. ovO e n ild be 
 ui,. imoortant since it would makeit po -ible for the,-, neople to 1)( reached by health and eduction, aswell.. is..trous effect or excess drinkin- which consti­
tutes 
thei only fo;wn of on,ertniant. 

, m'l] "ubb-r nlainter and his family workin7 an individual farmcoul'! earn even at halfP th, prat price about U. S. ,S,800 a year whichis far ,11bov- th,- avr) 7-.arnings in Latin America. Other crois, such ascoffes or cacao, could be grow.,n alon- with it. It is interestling in thisconnection th -t when the leneral ['ire anl Rubber Company studied the pos­sibiliy ttablisbjn,or tire -'actory in olivia, i, found that itcould not do so at th,- moment for lack of an ndequate production of plan­



-14­

tation rubber.
 

Cacao
 

While short-term prospects may appear a bit bleak, the longer term out­
look for cacao is promising. World consumption of cacao increased eight
 
times in the post-war period. Last year Latin America produced 635 million
 
pounds of cacao or 35% of the world production /. Exports were around 435 
million pounds, about two-thirds of which went to the United States) bringing

in somc US $150 million in foreign exchange earnings. 

Although cacao originated in Latin America, African production has been
 
rising sharply during the earlier part of the 20th century until it was hit
 
by the swollen shoot disease and reached a sort of steady level. In very 
recent years, the main 7ro th in cacao production has been in Latin America. 
World proi ction is now around 1.8 billion pounds, an increase of 2% over 
last year. Production is likely to go up further over the longer term, par­
ticul'°'lv in Latin America where the hard to control swollen shoot disease
 
has 	not hit as yet.
 

It is expected that with new varieties and better farming practices, 
Bolivian yields could be raised to one ton per hectare which should tend to
 
make ccao an attractive crop. As a result of this there aopears to be an
 
increzing interest in cacao in Bolivia. Several firms are now studying the
 
possibility of exporting to the United States. Unfortunately, the wild cacao
 
which thee' people are trying to export cotmmands a very low price in New York. 

Therp exists an interesting cacao project in Covendo which was started by
the French QHeemtorist Missionaries a few years ago. This Mission, among
relatively wild Indians, more or less follows the pattern of the old Jesuit 
Missions in '>ira-uay, with the difference thai. it puts more emphasis on de­
velopin- small pr'ivate properties. 'ne Covendo Mission comprises some 70 
famil =s wio now have a small number of hectares of cacao under cultivation.
 
The 'i. sirn buys the production directly from the Indians. It has a small
 
processing -lintwhich last year bought about 13 tons of cacao from the 
Indians for iomesLic consumption. 1956 nroduction is estimated to be around 
16 ton.;. heoission expects to establish a small chocolate factory in the 
future for i:hich it h-s nlready planted sugar cane. 

"icao i3 of' interst both as an export item and as an iteo, for the ex­
pandin-, intgr'] mar -et since the greater availability of sugar will offer 
more 7cope t,)h chocolate industry. 

Brzil N'uts 

The 	ex'-ort of e)razil nuts has always been an interesting item in the
 
Beni reion. Unfortunatly a large part of the production is traditionally 
smugglrC cut u, 1 razi? as contraband. The nuts grow wild on tall trees up 
to 35 mte ,h som-e o- which have a diameter of over 2 meters, which 
makes it ha>; Jous to walk under them when nuts are falling. They have a 
hard ca'. ,hat protects thom from deterioration for some time after they 

i/ 	 United Nations Economic Commission for Latin America, Bulletin 
Econoraico de America Latina, 1955. 
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fall to the -round. They are pifk'vi un in J'tnuar, and Febru.%rv nn,-] brou7ht 
to the gatberin- centers for stora-c " Inrrvin- to orevent mouli-in7. Themain problem i- 'rocescin; thQ nuts 7ince from four to fiv! kilo-rams ofnuts in th hull. produce only one ki].o-rim oC reaL o' exporr,uality. 'ost 

-of th? shnilin- iq :-,one b - h~n, ,ince no .adq iat,- mchiner, exists to pro­
cess thQ nut.s ,,ithout d1ma-rin, a l.rre n:i t of the-n. 

Since razil nuts are w,orth Tbout ,.]-25 ncr nound in lew York, ind
since nuts of -ood export nuinlity cnn be urodujce.I -t "onsidczrably less cost
in Rib,.rqltq, the establishment o' a few processin- nl'nts combined withadenunt orice inccntive couild have -'. i' iate 

an 
effec,, in thc form of increased 

exports. 
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VI. COTSUIMPTION 

The Pattern of Chan'e 

At present the probl m of production is beinY stressed all the time
in Bolivia. This is quite Io-icil sin-:e the loc\ of proluction is the prin­cipal drivin7 force be'hind the -llopinr, inflation. How.rever, to increase itswealth and its standard of livin-, a nation needs not onli in increas3 inproduction, it must have in increase in consumo)tion also. fhis pooblem ap­pears so vital that it shoul] constitute a separate chapt-r in any dis­
cussion of the economy of .3olivia. 

Until the 192's ' 'n tin oroduction started to create "a new wealth andnew problems for Dolivi , there existed neitie-, a nrob- '-": e2 o:'oduction norof consu-intion since the t: .'-'e:-e in bilince. The hi- hnn ntd the valleysproduced food in sufficient eu2%ti y. Such bisic itei- ns o' toes, nuinua,pigs an,] c:ittle wort produce [ on the hi-h plains, su;i'Pmentpr1 by wheat, corn,fruits oni vegetibles from th nearby vll.,eys. Accor U.n- to a renort fromthe Unit ,,..ns £conov;fc o0. sion for latin Imnr ca 1/, Santa Oruz pro­
duced P11 the su-ar nnd1 -ice to satisfy the local dem'ndl. 

Wit'- the rise of tin, nill this ch-ned. Afte,, the r'-Ili-oad- hid beenbuilt, ',ivia able-m to e-..rt its minerals more cheauly, "iich gavetremen,',-y aboost to the minin- industry. Attractedl by h" -[er wa e s, manysubristcnce farmer L)_ , the 1-1n] and ben me miners. At the ;,-e tinme theincomec- fro-n the min--, crt iie(! %lithlow ea:chanze rete;, m-tte it uossible toimport for), more cheanly than it could be produced in the country. For the
railroad- it ' convenient 
 niso to have n return frciht -ift,r mine. 'is hadbeen depr, itel or, th coast. gradually the production of rice and su, ar de­cline(] to , oint lrhe- it .i, not even surn)ly thr nroducin- areas any lon.-,er.This i.-. mrndrst~n 1nl if one takes into accnunt that the, Yniorted fooditems ''er-, -e 'l]y of 'much hi-her quality thnn those n'rojuced locally. 

3loll.y in olivirn th ,,- cane to be two civilizations, one hihly mech­anize, an-' hi~hly cinitlizel ,irth lots of 
 forei ,n ', .eonnel'rho built their
 
o,..n world :ith mor-ern con..fo-tq, qnd one based on th- old., 
 'M illh'hhad notchan"-'-! ic ye rs. ,ith the advent of th, 'haco K,'nr in theth "thirti-s, .... n 2rav 

ha-d t he impo It-l. ,At on time thins vent so 


_s )o' ted. pioiuc ion ].-_ineee, more foo,' 
ba-1 'nt potatoes hiil tobe b,-.ht from '.loi-; Th' Thano Wnr al,o created] a dr-lstic ch-in e ineatin-, h,,hit -i.n- e ­t-hi "n, : o' Indlians ''ho never ]cft 1,heir vi!i.]es wherethey eked out '2n exist-nce on notatoes and -uinua, sulenly iccuired a taste
for -- my 'n:ticl,' ''ic' ' -" peevicuslh'not used by ''ie such a-
 msr, rice,meat, bread'l, cir,-ttee. Likewise shoes and morlern clot',in' -rrahuw'.]y be­aan to renT-Lce n '"] 'an hem,sn oun arnents. 

Th, incre .7,-. of in 1 iistii], prouuction as a -­ l it of Th, over-all economicactivi,. ',roj a furth, nu"er of subsistence fare-s 'u-ay from th(e i,n,l.

It -'! th Lim urin" '
theti oinm the cnn-truction of two nou, rili'oa;, '2 ntime of, ooom 't Lhe riv uldi- in hmtrr a1n-] f ie ofmuch .... Ph Ii'h,, -on:'1uction.l i : OvC:1(,"vct in sorlqunicntions, thelowc'.' n- of tr~nu,;srtation csts, t ; ea.ly -)'ear'neof ; nation'l qirlincin d*ol vi.' (in , 325) as m1l ',s th, influence of the movies did thu.r nart 
to chan",, the contury-old hbits of the Inians. 

B'cke. by a relatively strong, ,)oliviano, Bol]ivian stulents started to-o' broa:' an rou'ht bac' new; ,emand!s. The miners foun in their chenn17Ionomic Commi-3sson for Lntin America - Development of Agriculture in Do­
livia, EI/CI/2o2.8 aid E/C '/12/218 a-Od 2; TIny 1., 1951. 

Ar
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conmi:ssary 11l sorts of articles 1-hich their filie:s hrd never seen before.The follwin7 table d-ronstrntes €nite 61er.ir th't until 2.952 pc' .... t,
imports were increasin, rorridly than 
 exr-rtsc'u_liou2 I SCQ to confirmthe trend that th In UJan w-.s uriully hein- in ratci intr t.. n1'Tin 
economy. 

'I;"\I T.I FO',Z .... ..T,,'t DE 0: ])OLIVIA,P~dCV-,IT ,0,I1~ 19I0_5! I 1/ 

Exports in inorts in Populotion E-ports Tm-ortsThousands Thousands of in Thous.of per Canit per CapitaYear of US. ,, U.S. I!nh-hiLints in U_.L, Us. 

1940 49,828I9 20,378oX 2,690 19 81941 60,649.7 27,747.2 2,21
1942 65,656.8 33,234.8 2,753 

10 
24191+3 ,], 6O0.6 39,177.1 2,785 

12 
29 141-44 77,553.8 37,451.3 2,817 28 13
 

1)45 30,431.6 40,367.8 2,50 2 14
 
1746 73,650.2 51,365.1 
 2,88 26 181947 F1,42.3 59,557.4 2,916 
 28 20
1948 112, 25.9 68,735 2,950 381949 
 102,970.1 7',359.4 2,9 4 

23 
34 261950 94,072.4 55,342.7 3 


1951 150,6/46.0 1

85,837.6 3,054 2849
19?52 142,106.9 92,620.4 3,089 46 301953 124,52. 1 68,006,2 3,125 4.0 221754 103,69/4.7 65,483.1 
 3,161 
 33 21
1055 102,374,6 / 84,390.- / 3,198 32 / 26 / 

Thus., :,bile in 1)51 per capita ex'ort were Tbout 2.6 times those oF 1940,the corres en-jin import fliure ir,2 more than 3.5 tinmos as hi'i as in the

base year 1940.
 

Import ficluros of bnsic foodstiilfs clearl,, tel! the story as miy be seen from the followin7 table: 

.\.I§fJLU't:, IiIP0:iTS (In Tons) j 

1940 1945 1950 1955 
Sugrr 
 30,010 30,168 
 36,824 42.766
Rice 11,640 10,920Wgheat 42,067 50,186 33,881 £],935
Flour 7,022 18,110 17,399 25,859

ed i.Condensed :;ilk 750 4,614:- U, 861 3,64'Cattle 9,831 11,325 3,331 8 040 

7ou,I .bles TI l1 -n-! 
2/ Acorlin to 150 cesus 
3/ " r', lte fi-ures 
4/ >stadsbico 'o. 76 ~77, Direcci6n Nacionl (Ie EstaIstic.. 2dse,,r-ter, .55, It",,,] s,-mester 1956.
 

,uc t 
 i ,oint IV Fi'lires . 
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Toremedy his "situat on prodico ion -premi a~ d'~ r~ oa
 
or gri u ,,,pr.oducts,,were~ 1iven a'tryi theIaef te h a i
hadinspetacg esHo
eore 

IN government was, forced to -o -backrt everyold Iiys9a re reantns
totei of ipringsb nijamounts',of. agrcJtr ~tei ''mOr
griultra comiipodities th oiici a x nerte~o 


The' Bolivian,Diet
 

Theaveag._Blivandie ;is :still far'blo iaiml:stands of nu tionDurin-. a-mie 5o-v~1abeo'n ~gewde-:71 955 -dietary idtuy4'as-made-byt atSeVioao n
th7e area o~f Montero 'nearSanita Cruz Th people',pf this area geeal4 'en­
joyahigher~:stn d oflvigo the averae Inin from'the 'hi h
,~plains. They are mTostly ool S, e cnt 'irmigrs. 
- Althouh',n mlore thajn twentyfamih~e !sud, idi*~u~i~~wre~t~~b a wre comnprised ,in this,stdy,theirfaniet.
~ is~cniee ob aryyia w oe' area. or h ~1 ' Twelve ,i166 ' 'a 

- studi~ii' n t~nbMiteo '1iet{ 'r'emaiider were takenfrom the±~ed the 

t~~i~tiqelvefam'ijies6f 
 MoWr b.r"t e' weei6nlny e ntr'epreent dthe 

variouis trata of' the local ociety. '; < 

'TheaveageCal in keof these, families was found to be 17 a
onies ker day as compared with a -recommended calbn'ie intake of 2 0'61 calorieSper day. Still worse is thelac of "irn alcm, t.rthinA4iin~ and 

'rbolaininthe average diet,' Particularly, the diet~~of sl C rlien,

,", .4years 'old) ,was foun& to be quite, inadequate. M~ore, detailed- f gue may,
 

be found in'.Tables XXXXV to XXXXVII of the Statistica Supeet
 

donsiia~ y the -consumtion of bread; ompi 
sim i aritu d u m sc 44 he
ri g so m e t1 r
4 sons living~on.,the hi'h plains land'in the, valleys, ws aredotbSHealth-Servici,,early in 1956., For several'reasons ti-'td ha t b~6Co

Kjleted'in a re).,aivl' short time without muh preparation. Therefore, ths 
fidi~~ano'b ~ sniuly~highest level4 ofbread "con­supinwsfoundinA La Paz' h 0 lwitanaverage, per,.capita, consumption.of.l~"'-'than 'three'. units (off 100~gam comilet ,es"~ach> of 'bred day ~ eoh~garama,
s eot ove two , whl in thr 

"' as W~i consumption rt uns,,o. O9n the whole",i a, monh
brea.d i6 consumed'mostly:,n'the,.urban~areas whilb'in the rural ar'easit i's 
,e r" .eaten uhahoi sec"gnrlly on- special- occasions 

Both studies~showed clearly-that-the people ,themselves are ,4,uite' di s­4 sati sf'ied with their.dietary levels. L Cochabamba 'a'rea-1!Atypical~diet for the 
,i s-1Ki toasted for. bre'akfast,. bon _meal ,soup and c6okd~'6rnrfor~t_- -­coffeean corn 

lunch, coffee and toasted corni together with ~corn meal souxp in theveni
Many, families, eat a7 hot, meal only once. a day.., Nearly all'famiies"i polle

'~~complained 'about, the6lack 'of basic food items and the high pr'ices whicihe 
had to pay to middl.emen. ,~'' 

Quite .,recently, the, Health4 Serviciomd another stud thvilg'
'"'of Kalaocue i4hich Is ~~eor-,e typica odr conditions. in'the 'Lak regi-,n
 
Asa matter of f act it~is ,one: of. the high plains are's -where-people"live 

S'alittle,bette~r since they consin e "certain '" fbfish in addition" 

InesigcinAlimenticia,en el Area' de Miontero, published by the 
' 
Hlealth' Servicod "" ~ -- '~ '~~I~ 



thAotee divi'-1o]ok diend 8 tIn i a te
 
c~i~caore j~e w~~as do ain Tle ,,il
 

4 

people'sovet. th-itonhc, ites cty updilnsi Ter-pervi-ng) abiutir o'.c-o
inc1.-It~hud~mvpttesi iida'o h~iv~r ht~ hsipr~ o 

potsof,"oo -tes non1h61vi 'drdn', 955and 6oder ced 

I C 1 I,' n S t h i th , 

~~ pro~i, dctomestic aros tonvdrae whicmha been maeipipatae aid Alhogasee aver-all 'ti:he- _ithracou
~,it onwpeon-an ome r~eelnst­

rechmmenedoledvemore or0 dcn'y'nr h ils thespe #outinit.w4 

~ p4' iq1'c br igs is e'vr alflue f aoiN
eope atintoridiioa 


in roemI shul d be~aa iemsn that of
a iet- atso, thoevern taine~6tiotedhb -;'A
opres aso bsnial pge~at lcast. t 6._'ontyoa s" dt-hilea l 

land,~~~~ p]icew1oiile in nseiou ritrtos
iioihiIt 
nhevr neians -tiein iars. ther rder s oe 01e osnu mn 

lvan tha of thmdiemil o 

tselvs, suc as emer of' thrUnted 
J~~~~Th ~Ltofthsi g'iAssiitncentSotaiard/ The nei 

Assicthe tived.a goodideae~ofthisneedstdtiii thedpa fh yandoe 
high productionc~t.napas to, ,e eceae 

Insofar ares conernnt e ~i ecnomictrelat up'At'UitdSate id.er Alhuh ovrl. __eif 
'be "ess cos2pt""n:te coountory spa~~'~~e thav' havloe'dsb'ee,aIorlesshto~l _d 'npo u i,!, 1 i, re­

~~'-of viwh 7a'fl owths div d de& ' 

teesn' o,,arn ee arel nowabein 5Oc:11+ht "s is yllrer 

aresn'soal st ru le.s~A leas-t som 

wh/ e-seiya ipr' ce sgve _ e~Idist 
tion'sd~in bascrommodi (3' ath e ,b~rder,,an theni' toebyeIndasU vin neait v14' nggi a y, pofv4 

itbe, cotaadIrffe et'o'te rg ,Id
 

e tnar flvig v 



-- - --- -- -- 

COHP~soiOF!4 OP E7TY ICAL'S1A L; I,, TM3- O LX(VIFANQ _ O NST \U 

~Office "Doy Secre ary 'Lai er
~Salary WUS Equiv. ~ t~~~q~v ~3y U 

Jauaryj95~4 
 :aO34.6730. 
11-1 :25 8 ,1780 .5 790 6 7324'83' I38;700 . 16,-04 n~y15 -170~I~54, 14;' 25' 780, U2l-94, I7387 64f916 52.69 73January 1955 23 '620~l 30374 3%QOi O,5;8 

January 1956 
 3 ,9 0q 7.4 254I4 57,750 12-p /g20i3 5o 8 ,9'"June 195655,200 7 91~ 2,0 91,300&13-9 4,469 2o93oO 23OP)Ol 

As ma' be seenhirouthiese fipures -the, ay e'-al to Iec,
uporeor ls:with "he' ih~f atiori while' the middle:ls an -ietl'cua.u~hv enthe big, losevrs., In o~rc~t i s' pictiiewae urallaborers- have
~shown het biggest incr'esa Foreaili ta" Cruz:h7~l1-ig i
 
:4951 was' Bs'. 100. 
Toda :,it is Bs. 4.000'. On the 1high nnlth :.fi' . is~su,ibstantially, lower, since, at preni agi t ult 1 wages, aericnt ovr ' s. 15$00, 

day. we Ho'eer ua~ naer that. a t se~~~~s 0n 'Hwvr; esild'keep inmind rewy~s ago rannof-ihe;e
,workers.were virtual7 laves -so 4that: tlie' porcent g, in may be even greater. 

?I~'Thus, in sulmmary, it.canbe~ said that -peasants have: gained r~lativeya" "the exocense' of the riddl~e -class,m intellectuals ndbsm i~sra ok~y~whilo, all' 4these, groups: combined'apr to ~ eras i~!K
 
sumption 
 urthroe sine he loser group is'rlt'vl~'m tnid he.arpinor~ls -roup: relativoly.2Thrpe,'' thel-lossi to, the'4.o'rer,has .been'oevere 

Tho increased lack of consumption is visible inmost setr9o 
h econ-.
 
t 
-­ ompMi pople are unable tobuy a suit or ahrt Froperties are lowed'.,,4 o~eirt an1 equpmnent is not ke pt 'uijp Quite afewi peop1$&e4nr 

- most, of, he time, hl they't', top make ,cnds met.by..4w,.orking', btP,i~
 
It:a iper hardly necessary- to mentiont that this decline in consumtiodue~only to. a.docrease in the' prhasin44is power, of cosumers as wllsihlesser availability ofnalevrtigndsnot,dueto ovin 
 Today,


i.ndividual savin 
­

in the Bolivian -economy -,except f~or a:ffe~ p iwho' are'
able.to-take advantage'of thie present4 situition'--is ialmost'6ii-existen'E.~
 

ContrabandActivities
 

Althiough the subject of contraband activities is interestin~g Prom an
(-econonuic-p'int'-o'viewbecause 4of its.pesent eff'ct on 4thc1, 
 1oiian, 
­

economiy itpmaybecoie mo'e4 a'cademjc 'inthe~ near fiuture ­if he mnt ary ~ astabilization pro-,gram ta oS hold. 
-­

- ~ Contrab'and 'activities are mnostly a result of faulty mnonotr an isa
 
-Bac aretraevanur"6
 

Ba m'~e'a (an~a Y 153 fee 4mrket Juner:and rate 1953-1956)2/ Euivalet. in bo'liviaos 'of~cntn Vaue bask~e Pacember 1951.
 
- 'ad.­

-k'-----
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oicies.~ 1E 7 obvio0us that' under. hepr ene ci Urns he', emct, ~ otrol cont aband .c... ebusinip 2ice' oroe a- 0-ui ha's -been carrying, out some heroic effots 'tbo- thi's'. 
Furthei'ore,'3 n, try 1iko ,t
I ,o liva is exbtreely.iii~l


terine, 'Jfhcofuntryaloses o
7 sa ~rsl 
,O present thr are -indicatohsithat ifBolivia wqolll-I legalize a. p~resent'contrand traffi te.country miht ga inin'the -end ,EpriglegalAbulklwould seem a ,c'e ner w,,iy to exp, tjosarcr.e


tr-.lod omen .croQs8-the-ho ef5F6r,all- ol, fow Pounds'. of 
Aai3 'losesto cntraba'd it~toPeru, (inteadof eatin it i~ e to 'a,

biyce 
--

3,ii ain sic hsi
minitr 

hi. anreased mobilityir,il'great2l help~.#the na ion',ofheIdiain the oivian economy. 

Even-if, contraband activity in its resent~ scope andform coulid
S>comiella thing of.the past, a'j'csino h peast 
soon be-'"rbe ewrated"..,,,

p4sni~'ejsto~explai .'some of thd thng whc 'ipee t h oii
 
'F'economy ~during the' ps f w er 

The, exi~stence, ola'g sal otrbadctvies 'has been admittedtime
 
S and- agin by responsible.Bo vingvrn o.i
 

Recently the, government felt obliged to issue' various decrees dealinig Iwithsuppression-of:.contraband. ,Tha
Sthe ot~et of~the Ar'e'/,sa

-~-~~~clearly 
 that 'sinc'e the .contraband'oftarticles, of6p imary necessity has taken,,
.,<on such~proportionsI the',army~and. policy 'are authorized, to; step up their activ--: , - .i~es n~gardng 
he border in orde4ito
 

Contraband traffic with Per 
rehdsuch proportions diuring the ea y
~part of thisyear that~it su.lted'inn offl' alprotest ofl ,epart ofj. m
Peruvian businessmen~i bodr to- 7, 

For thos'e who may still have doubts4about,,this w mihtulmention the­that fr m a~ c m sense poi n f ,r w coh ra ban d f i :'s m d oc u e
~'>cause it~is so -profitable. A'pi'eceiof,bread which' s6ll6''in La -'Paz' for Bs' 43
sells forBs. 600 across. the border in Peru'. The case'of-:'sugar is~similar. 

~7 the-border and, then, purchase. two cows inBlvia vdth the prces6'te
transaction.,'
 

ecetyahhofca in th 
~prmnof Agriculture'4,voiced the~'
 
' - that,,the 'chronic'4'4'4opinion 
 meat shor'tagel'in. La .Paz-:'is alm'ost,entiirely dueFto- ts'Y'..the 'fact Vhqt large qua-ntities.:of:,meat go'6ut as contrabandfrom,1938. to 41948 ,the number,.of For exampl&-cattle comning 'from the high :plains and 

'. slaughtered-in La Paz went up 'from 14, 834s heads, to 30,431.- Dun9 the 
4'4 

&'' -/La L~~AcL'cion ,,de Go'ierno "en el Ministerio de Economia Wacio6nal Publicacion0fficial*1954.1955~ 
-~+-4ecre -44'/f 4.'~D~ May, 2 2 '1956. 

' 
/.74El 'Commerco, Lima, 

-~ 

March 10,~1956.'
~/Of fic'ial price; the ~black- market pr'ice wo'uld~be around Bso 100.

El-~1D1ii 'Ari 49456. -:,4-s4 

A J4 

-al 

Akl'i ;, 

111 

http:number,.of
http:responsible.Bo


o 3th'" f i re,a~ p 45 6,h£osowed by an ,even
.,-tratr d b~ase uqet "Y r' Thi decrese co nc desexactly ih'


he, priod duing "wic ofrce~ as kept at~ an.ariici lyl
beef 

-'evel.,- 'For"-instanice~at resent th rpice: o nee tei ~iva
d i'sBs. 300)000. - ince te Same 'Steerloan be ~nPeuo B, 60
 
iymplic~tion isobvious~ '1
 

Even ifthe amount of cattle which e countare-eaving annual~should'be~as high d2,0 ,h~ol e it AJ~OOhas 
ran -o 'it -,j5~ 1o- 4. 2'iuthe-~Bolivian ecnoy -sin t 


>ionhile. th'!,sm rt Dolivi'a i 1' m443Til
mot 
cun,, tiing~u ion worth, of' na ood part of these'are jDoliyian-catte 'hi ch
 

hare sx1iggiea out'frjmi the Chc adreiniported into Bolivia und~er the,
barter agreement.< {VAzoeu 
According to.the 1loca1l 
judge, at th odrtimo uau ln but

300 cattle dare -smugg77-ld acr'oss every week. Unti reety n could obse4rve'?". 
at Desaguadero, on the Peruvian -b6rder' a., eakly :open'market. of' articles 'of. " primary. necessity. on the,:Bolivian side-,an~d -of imorted items, such'-as~radiossand bicycles'on the6 Perva ~Side, the
fi.thibhc adli by6 


Re-e-xportation of'flour ,and sugir consti ite s cihother probem ti±Jhe1 exact 
~4rextent of which is hard. to'estimate.' .'However, on h~ as9bftt:pied~ 
Sferential 
 it must be qui,te'extensive'.' 'Dringthe month of ud i96~


aind energetic police chief ~decided to ha've 
a check on~the contrbn 9f bread 
.to Peru'which, asw saw above, sgo ui~s The res~LIt'of..Stoppig, ll'ars and trucks lea.ving La Paz was'a catch_ of :some,,200Q00 units ofC bread'per

Sday ~/yihi em fflour amounts.to iome 1.9.;2 tons a da 'r9,~733 tons"


a~yearlin'terms of gfrain, and .this is 'only bread "mad6e in La'Pz 
4 

4'4As.
a result, of ±a check made on~theSanta Cruz-Corumba Rira n auary l956;K'it waslfound~that substantily more4'than 9 % ofrl fregh.cr­

.ried on -this,railroad co6nsistbed:_o i aolAv:;Of
 
Recently the La Pa-
 'ported. that

between Brazil and the, Santa- Cruz 'area-uwere taigq,.nsa.pooto'

Generally coffee, .sugar,.rice, hides and'.poiwdered miilk'' shpe to.
 

~sae~ Dar~ r contraland' ac i~tie~sLr' "-',, ," 

'~Corumba in return for medicines and'clothf o :Bail. A4t ~the same time
 
Santa Cruz isdesperately short, of' thee items.44 Againtiheprc'df


~''feirential fully expl'ains the',situation" asfolovis: 4,' 

Commodity PIrice in Santa Cruz ,Eouivalenth ifn Brzil 

'
Rice. Bs. l5,000'per quintal44~ BS. -46-0000 per'q ~~ 
'~ 4Sugar 9,580i 32),00

Corn ~ .. .' 8,p000). I ' '... 20p 140 

Acording _touan article inUltima Ior'a of Ma 9 96te xoto

contraband 'on~
the railroad from Santa± Cruz to Coirumba 4has now'.increased to 

9~ Au1956ee 4La Nain, 

Na~~Augut 17)'i5 
 4""" 

Altouh 1 prtof this maybe consumed4yIn n ousdeo
Altoz, polier 

acoss-.the border. 4 1
 

La utahoprtie estimate, tFhat1mos of this breadissm
 

E i~ario'April 29, 1956. 4 ~4.4 44 

44~ 444 44 f4 

http:items.44
http:fregh.cr
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-suc n ttathx lateym startile s of primar y necesgity, are uite c ein.Sinta Cruz which eVen .includes lo'a~ rdcdi~~ a~cua
 
nd ofe Similar thifs'tke place in the Deiiwhere basic 6o'dstff 
ar
beinF, sriiu, ed 'out. ,Inview, of 'te 2dv',.ilble plane' space these aua Itihes r 

relati~ee etrLic isconstant. N_5salbu For example,: in Novembe 
ashpet~ of 5,00O bote o er-ef aa o uyara~nezin on the ~fra-,­

brder- ttl1.ezilin' A thebeer l i 'PLa az fo 13.Guabtte
freights per bottle cosiu nte s'8 1 c' e-oa oa'
S17-3- l'~jdbsl~~0,,~ihcmst'~ttJ"o
~ ehhzziile sate -btatle-col sold in- Bh -~r b 7f or BsW93a625tt!-/-.
 

~MuCh.6,rise, however, is'the contraband in.typca Bepoutssc
 
'catl Brazil''nts 4and:rbe hc~r.cntnl being ''sipped to' Orazil,

FB eIle hI/h' n 1954, a herd 'of. 300 cattle wasdriven ofxzomTrhinda'd.to-Braziwhc to~k 50days and 12'river crossing.Teis '.c~lewsx~. 

Pectd'tobe 0%'-to' 20% ich
>lss 'could 'well 4be, sustained sinc'~h ate
cld be sold in'B]3ai'o la Bs. 100, 000 a head a
 
3,000 in Bolivia~~ '''~ 

The same takes Nplace withi rubb~er and Brazil nuts. During 1945 Bolivia~+exported some rubber which fipu i3)750 tons of' higah grade 195 hdPone,
 
dowrn to 1,395 tons, 'representing a value of $697,500 g.At present, Do
livia is only, exporting a few~ tons of rubber 'officilywhl h reane
 

"1'goes out as 'contraband' 
Of course; itis almost impossible to-'estimate coretyhexcetn, 

of contraband activities., Howev r"whatever figure one wants to take, it is~obvious that it must 'be vast. Taigcnevtv igure's we easily' as­sume a loss throuvh~contraband of soe1 0 
can 

tons of wheat, 5,00 t~nlsN of~:'
 sugar, 2,0 toso 2 ie ad4,001 ads f.'cattle which together would 
~'amount to soni $5.5, 'illion 
alyear9 -Even if,<the amount'were 50,'U 'ess' it-"swouldjstill be quiite a dr~ain on theBolivian economy,.
 

* o'remedy-this situation now is complicated since flolivia hais practic­~ally 'no bordere~diiti'61 an as' we said'e ore thspobe*can only, be~
cont 11le efeti 6ly trh the price 'mechainism. lKWith teieouin
 
!.he~army~vwas practically.,disbAnded and replaced+by pouarmlii~l 
elyjcomo sed'of Indians.': Aswas.'to be expe'cted the Indians olsn.da'

they ~pleasc. , elling~ contraband 'goodsNisobvi'ul~ese th making,a

livinf- off'-the land. 'U. nubro plc- h IdasAegti o'
stron~1y'orani7ed i n acevity thet' -. Kg tgotnumbper of theanpoice-hv
a chance~ against~ bhem. The-danger 2of: all this is that this activitW '1Is' ex­
panding since every ~da the Indians~are learning more about the possibil.ities offered by,(contraband traffice:so itti yp fatvt is,-likely ~­
to increase unless soImetIhing rastic i s done 2about it.:-

The Problem of the Black M~arket 
' '7 The problem of the, black market is-closely relatedith +.he problem ~ 

of contrabandt..As an oversimplification, 'we might say that if there' were

~N~rno contraband traffic there Would be no black market either.*
 

1Se19554 Economuic* feport, ,Agricultural Servicio. 2
2 ExporJtacicones de Origen A.ropeouerio, Direcci6n Oenera. de Estadfstica'e 

6, q 7' " ­

*'N' 
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Table L of the Statistical Supplement shoivs thc monthly food distribution
 
schedule of the Ministry of Economy. 
As may be seen from this table, of all
 
the flour distributed 66,14% goes to the official rationing boardis, while
33.86,%' goes to special groups which do not consist of more than 400,000 people
at the most. In the case of rice, these percentages are 38.17% and 61F3%g,
respectively. For lard and vegetable oils the respective percentages are 36.37 
and 63.63, and 49.70 and 50.30. A comparison of the r&3Jolute figures for the 
Mining,Corporation, which does not employ more than 35,000 workers (excluding,
their families) and for the Deonartment of La Piz in which resides about one­
third of the uopulation of Bolivia (948,446 persons) is even more 
instructive
 
if we consider that under the general distribution olan the Department of

La Paz receives the lion's share of all distribution as may be seen from the
 
following figures:
 

lIONTHLY DISTRZIBUTION QUOTA 
(Absolute Figures)
 

Vceetable
 
Flour Rice Lard Oils
 
Tons Tons Tons 
 Liters
 

Mining Corporation 1, 167.02 393.30 92.23 51,000

Private Ilining Industry 350.06 198.72 38.00 
 17,300 
Dept. of La Paz 3,036.00 340.00 67.(,0 60,000
 
Rest of the country 5,038.58 869.81 126.10 103,700
 

Total 9,591.66 1,801o83 323-33 
 232,000
 

From the above it is clear that in certain areas the cheap commissaries of 
some of these orivileged small groups receive almost as much as or more than 
the entire Department of L-i Paz. Then, to make a real wage these -roups sell 
at least oart of the items bou-ht in the cheap cormissary in the blick market 
through which it enters into the -eneral economy. A few orices w.rill illustrate
 
this, as follows: 

JUNE 1956 PRICES
 
Black Market Price

Cheap Commissary, Govt. oiied Mi-ies in La Pwz 

IMeat Bs. 23.90 kilo Bs. 800 kilo 
Flour 8.70 
 760 " 
Rice 16.90 650
 
Sugar 11.20 " 260
 

As a result of this situation, the city markets of La Paz, Oruro and
 
Potosr are frequently stocked with items which are 
typical imports for the
 
mines, s ch as sardines, etc.
 

At this noint it become- interesting to raise the question whethpr the
food items 1istribute- by the r'itianin- bords effectively reach the 
2,500,OIO inh h)itants for whom they are Jestine 1. In thu case of flour 
there exists a cert-iin control over the rationin-1 hoards in Li Pia so that 
an imnortant part of the-' respective departmental iuota js actua l1,r delivered]
to the ba.-rs. Therefore, from the 3,036 tons of flour corresoonling to the 
department, the bakers receive around 2,000 tons of flour per mont'i. 
 It is
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food which in the above mentioned table is listed under the heading of "Re­serve of the Ministry of Economy" and to which correspond the following per­
centages of the total:
 

Flour 10.74%
 
Rice 11.27%
 
Lard 
 2.13%
 
Vegetable Oil 2.16%
 
Powdered Milk 4.9%
 

In the case of flour, it has been tried to establish a more realistic

price instead of Bs. 3,100 which is paid for flour destined to make bread.
A price of Bs. 18,000 per quintal is charged for the "Reserve of the Minis­
try." In practice, however, since the black market is above Bs. 35,000 per

quintal, even the sale of flour at Bs. 18,000 results in a considerable profit

to the one who received an official allocation.
 

Bolivia's deal Food Needs 

1hile some of the above problems may soon become more or less academic

because of a more realistic price policy, there is one question which remains

of considerable interest, namely: 
 what are Bolivia's real food needs?
analyze this problem a little further it 

To
 
may be interesting to compare Bo­

livia's per capita consumption of four basic food items with that of Peru i,
the United States and Latin America in general. This comparison shows the
 
following results:
 

PER CAPITA ANNUAL CONSUMPTION 

Bolivia Peru (Coastal Latin America United States
 

2j Area) / A/ 5/ 
Wheat & ',heat Kgs. Kgs. 
 Kgs. Kgs.
Equivalent 32.78 69.5 42.7 
 59
Sugar 15.87 
 34.3 25.9 
 44

Rice 29.4 2,7
6.98 41.4 

Beef 16.94 
 7.1 n.a. 35 

From these figures it is clear 11
hat even if the people were getting

the food whiich is presently imported and produced in Bolivia - which, as we
have seen, is not the case - consunption would still be quite low on a com­parative basis. Furthermore, since a number of imported food items are

constned by only a part of the pooulfLtion, these figures are still lowerfor those who dIo not receive them, a fact which is also confirmed by some 
of the dietary studies mentioned above. 

It is obvious thit any increase -n consumption of these items by those
who never saw them before is likely to be slow unless consunption would be 

/ Coastal area - data for the high plains are not available.2/ 1955 imports plus domestic production as estimated by the Aricultural Servicic
21 Based on a study of a typical cotton farm in the coastal area of Peru; see.Dietary Studies in Peru; Journal of the American Dietetic Association, 

Vol. 29, No. 9, Sept. 1953.
4/ United Nations, 1954 Survey of Latin America.5/ Economic Forces in USA in facts & figures. US Dept of Labor in cooperation


with International Cooperation Administration.
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'a4jcha si'ng powert6 increase umption'{ siubs a'tilll2',"'the'onsmtin.f flur,,
rice, sugar ,and,,beef'ai3,not likely"to 'show a drastic incr,easIe in, a .f ree econoni,

~'-~ even if he present laevels of consumptionm are low in absolute' te-rmsa~o . 

TeNeed for a More Balanced Constimption of 'Foocf,,- a 

As~mentioned before, if B-olivia's&ecaonomy is ~to develop properly, it ntst 
increase both pro'duction a-and consuptiocn.~ To do the first aquickly shoull~t-be 
easier than to do the secondI sinceachangein habits, and: lovels. of consumption 
takes both time and education. What is most impotant, however, at this, po, nt 
is that in e'stablishina ce'rtain 'habitsthe goenmn should try to .give a 
certain direction. For~instarice; apresent price policies have resulted in 

'f'iicreased consumption of certa~in pro6ducts 'of which B~olivia, should consume ls
 
such As flour and alcohol., 'Artificially'alow priced' flour is even replacino'aa
 
'typical home grow-n products suchas rice and'uc in the Bleni thus addinrT-.o
 

- Bolivia's import bill. This tr~end' isrIatlher dangerous since once. firmly, es.±7 
a tablished food hebits are hard Ito change.; If, price, controls atre usedat, 'all;.
athey should be used t~o boost the production of those products~which Bolivia,
 

' can produce best and which will: come most naturally to the people who will~­
'a-a' have to consume them. ­ a-a'a -a ­

year..~ ~~~ as'. hdld.,with "anw, 000 os fr 9 
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Q II INVEST1MT t --

SThe Investment Climate 

On paper th'e investm~ent climate in Bolivia Zboocs. faily' 0or2 
capta~ma?nter the, country frely. tcle 18 ofte Const' satesexpressly that' botW -. ih&~nsji& foreigesBoi shall- enjo th~aeprv 'eunder-the law_,while zie o1the..Const
 

7proVide'd -It's use 'd6e' 'io 
 tgo apainst theI iterests. 6f the-icommunity.* Expro­

"iAw%after previous'and just indlemnization. ) ,mlwt~h 

Legal Provisionjs 

The -lawv of October 17, -1945, at present in existence, guarant'ee- the in-i711 vsmnto rvt freg aital. To enjoy the protection of this law he,capital in qusinmust be invested in, new enter'prises or in the exp~ansion 1of existing basic industries or activities which are rnentioned by n Te
investment may be made -. 

a), through the~sale of f-oreign exchange at the official'rate to'
 
the.Central Bank, or
 

b)through the importation of rnate'ials re~imn 
etnedfr4
 
the establishment or the expansion of industry.
 

Capital thus incorporated maye amortized and transferred'at the, rat'eof 20% per year of the original capital- In the'case of indcustries wih1
either'save or produce foeg xhnre-hspretg a-g, as hih s 

-~30%. Pxrofitsimay be transferred'alt the te-of'. 15%ia.year. Once- the Capital~
is amortized;: all equipment, ilachineryK installati onS. 'cnstruction4and,,accounts in 'foreign banks, are 'considered1 as'BoliVian capital. The',remi*tace~of profits and amortization is 4 'airried Jut 4.through the eCentral Bank.,after

previ.ous a pproval from the Ministry;~f Finance.
 

According, to, the law4 of, 1945; 'expropriation, or, nationalization -cann~ot,take olace as lona as the amnortization of the forein captlhano'c­
verted the latter inodmsi aia.
 

The 'lawi recognizes t'wo type of'exchange; one offiilafdnd ,'re
Foreign oxchanue brought into' Bolivia must :be converted: through th&eCra~l~Bank at the official'ratewhich in44turn entitles'the-'inv'soto" eri­
tance of profits. and, amortization-at th'e sae'.e rate.. The, Decree of, 146:y 14J1953,; specifi~ally4-states tiat-.the 4foreign exchange budget shall reserv 

44.4~>funds 4for this tyrpe of transfer. ,- The- law state's that if, b'caiise of the
fci-g exchange situatin'n ecage.should be aailable toefc 
suchransf r nshey~~ fea
~'investm t~y may~b& hy~e of exhneay
5~Ls.~- gistered:'in. the, Central Bn a dii'sadtoa~~
 

a-6ny time and are not sub1jec~t to~any control.
 
-~ --~;'T1~Genra1-Lao&Law. of44 1939 stipulates that' 85%,4tee~oes~~
 
of~ any ,enterpr~ise must beBolivian and thiat atlea'st '85% of all wages 
 paid:­
M'uit go to Bolivian ntioils,. 
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Practice versus Theory
 

The above constitutes the theory. 
 In practice the situation is quite

different. 
 In view of the complete lack of foreign exchange for even the
most essential purposes, all 
the provisions regarding remittances at the
 
official rate are more or less maningless.
 

In some cases the investor may be able to obtain certain special con­ditions or privileges as was clone in the case of the contract between YPFBand the American firm of Glenn McCarthy, as long as no mention is made of ob­
taining foreign exchange which is not fi rst produced by the party in question.

(at the Bs. 190 rate)
During the past few years there has beo-n 
a tendency to make almost any


major foreign investment the subject of special negotiation with the govern­
ment. 
For instance, the recent contracts for gold mining and the establish­
ment of several manufacturin- enterprises were all arranged by special nego­
tiation.
 

Under the impact of mounting balance -f payment difficulties, the
government is becoming more and more awar . of the need to attract foreign
capital. A first 
sten in this direction constituted the institution of the
United States Investment uarantee Program which was signed on September 29,
1955, and which provides some 
guarantee against expropriation and the lack

of convertibility. 
As a result of this decree, a few United States investors
 
have already made a move to come in.
 

Deterrents to Private Investment
 

In spite of these few moves, most of which involve operations in more or

less iso! ted 
-treas and which are not labor intensive, the general investment

climate in Bolivia still leaves a lot to be desired. For example, not so long
ago a new lecree was issued against the perpetration of "economic crimes"
which is so broad that it could be a serious deterrent to private firms.
After defining economic crimes as the destruction of natural resources, arti­
ficially increasin7 pr,,iuction costs in industry, speculation in articles of

primary necessity, illegal 
 traffic in foreign exchane7, re-exportation of
articles obtained with official foreign exchange, double invoicing practices,

enterin, into contracts which are auainst the int.-rest of the Stide
" s " . - ' u 'toetc.,

the decree fixes severe puniihmnt for each case, consistin7 of/s eral years
at h~r2 labor. Since in modern times a foreign comoany gener lly has to be
 
'1like Caesar's .ife," it is obvious 
 that this tvnp of le,7isl'tion is not
 
conduciv:e to attrctin7 orivate capital.
 

There are undoubtedl-, a number of people in Bolivia - especially at the
higher i-.vels of government - who !re quite interestd in attracting foreign
capital, It is freouently admitted that foreign capit 1 is the only salva­tion for Bolivia. However, it must be said also that the concent of private

foreign investment goes contrary to the basic collectivist psychology of
 
some other ,overnment leaders. 

Foreign investors 'ometimes seem to get the feeling that even if Bo­livia is trying to attract foreign capital, it gives the impression of doing
so reluctantl-. 
 The lack of people within the Bolivian government who can

deal effectively with investment proposals has also been a factor in 
iving

this impression.
 



One of the most constructive moves which Bolivia could make in trying

to attract private investment would be to strear-u.ine the reneral procedure

in receiving investment applications. Generally, projects aie handled
 
through the Plannin, Commission which at the present time is not set up

for this purnose, Most prospective investors seem to fecl that the general

attitude which they encounter is based more on a lack of experience on the
 
part of the respective officials than upon ill will, 
 Ih-,ever., the end re­
sult coul.d be about the same in brth cases, 

Another handicao in attractinz new investors is the 7overnment's open

admission that - while it is willing to maike concessions to attract new in­
vestors ­ it cannot do anything for those already established under the present

circumstances. Althou-h this argument is probably correct, this is not likely-
to attra)ct th, fcreign investor who usually first. tries to obtain information 
from those already there_ Perhaps a token move shoxin, at least some concern
 
with the oli investor could have a very beneficial effect,
 

overnment Control
 

While the above ronsi(erations are of more direct concern to the for-,
eign investnr, there are a number of factors which affect both the domestic
 
and foreign investor In view the of condlitons,
iike of imnort unce thes,2 

we shall discuss themn somewhat more in detail.
 

At nresent the investor can hardly make a mrve xathout sume forn cf qovern­
ment control I-ermits and licenses are nec ?.i-arv r mfo t transactions, This
would not he so bhal if it. were not that bec -mse of -.'{ (,f adci.ni strrative
 
personnel irK, alec, Its £'c!lIt.Lea 
 an t-e' "lSt II,,0 he nirn."m i s re-jlctions
cannot b- corwpli,<d with anyw'y.. The Bolii in -;ys.tem cf 0 ntroi on sis based 

lick of deleation for fear that freedom 
 ma- reuilt in abuses1 as well as on a

tendency 
 to cony methods which may function in hi ,hly devel;oped countries 
but which fail comnietely if the -ener--lly recmiar -l e! ,ationL level Is 
lacking, as is the case in Bolivia., 

For eximnle, to establish a n, industry at is nercesa'ry t. ,bta-n the 
approval of th- :'ini '.er of Econony, The rcrcct ve oltctiori must contin
 
informattion -s to t o,:-
t:he of an lustry, prn lct:, to h,. Ti-,iluced, oro,ect ed
location, nececsry canatal 'ind where it 1: comin fron,, Toether wt this 
an "lndu._tr,-I. Proje ." must b- presented cousaSt chchtwc. the- oart_ ­
descriptive monror-thdmin,- the nlmns 

Ph,e m-r'rn,lum mut cont' Ln a gustj tcI( atLn't ne.,v -I-,I"t aot,
marketin ooiblitt-ec, a d"crit,1c)n of the prcess>,-, n:ancl;:,t 

ry 
kno.,

how to be use(], cost of construction, machinery -1nA eOuInpmnt needlei, to­
gether with their origin and cost, .ialpi 1erials,L. ,i raw mat rCIrnMum 
quantities involv,-1, of to be u, estmatezbources power w,,1 and 1s tc avail­
ability, number an f qutntities u[ ittems_ to be orodured tonether with prires
to be charged, etc. The nians must cont-i;rn a technical description and
specifications of all enuinment, vCq(,j to be .:udnetuse!. {aoiaec- fci
construcLion costs, both in locrtl and foreign curron y,;scrloticn .,'the 
labor force as weL! as of the technical aI_,if, nroduczti-jty d'ita;, . ataistical
dati as to the nossibi]itv to save or prcluc e forei-,n Oic ]ins- general pls
of the factory, flow sheets, and numerous other itr-m . 

Some industries, upon makin- application, must deposit 5of t nr-ir 



capital with the Central Bank which shall revert to the State in case the
industry should not start operations within the oeriod contemplated. For­tunately this deposit may be made at the official rate of exchane which in

practice renders this provision merely a nuisance,
 

Likewise, in the case of expansion of an existing industry (in excess of10% of existing canital) the Minister's approval must be obtained on the basis 
of a similar submission of documents as outlined above.
 

All import licenses must be auproved by the Hinister of Economy, To ob­tain such a license the industrialist must be registered in the respective

register of the Central 
 Dank for wiich he has to nresent a certificate
the Bureau of Tnternal tevenue that he does not 

from 
owe any taxes (which may takeonly three d'cys)> certificate9 from both the .unicipalityand the ProvincialTreasury to th2 same effect, a certificate of inscription in the Nationl Cham­ber of Industry, a carnet from the 1,inistrv of Economy, balance shees3, astatement containin7 the numb-r of errinloyees workin, in the respective enter­prise (both national and forei-pn) torether with their salaries an- nes anda certificate of inscriotion in the Ze-ister of Manufacturers. AftPr all thishas been submittel, the Central Bank may rant in imnort license or it may


not, d,-:enlin unon the av'il-lhility of f'orei-n exchange,
 

There are num,.rous rules an-I reultions as t- how .- t manufacturer has
to conduct his h 3iP-'5s. 
 ,,het books he has to 'een, nenalties in case of non­comli'ince, etc. In the case of transfer of an industry from one nlace toanother, similar documents must be submitted both to the 1inistry of Economy 
as well as to the Miunicinal or Provincial authorities. 

In aldition to this, all industries must fulfill ceitain renuirements
with the Depirtmrnt of Labor, the Social Security peonle, the Ministry of

Health (in certain ca-,ec), and other agencies.
 

Controlled Prices 

One of the bi-est obstacles for both farmin7 and industry in the nast
few years has been orice control. To keen consumer prices low the producer

has been s3oeezed ill the time. 

In ord-r to obtain -oproval of his s'iles nrice the ororducer has tosubmit a vast amount of information to the .ini,try of Economy w.hich then ­usually after a -ood di'l of del.'v which makes the measure even less attrac­
tive in a o-riod of runaw.,, infl-ition - fixes a nrice. In theory this orice
makes allowa nce 
 for do reci ation, orofits and amortisation. In orectice this
price is frenientlv a -uess 
 since the inistry of ; rconomyis rtardll, in aposition to control -11 industry in the -ountry, as- may Lb seen from the
simple fact th't the r,'soective de w-'-trmant in the .'i-iistry consists of a
Chief, three en-ineers, fou2 accountants .an,,' a secretary. 

One could have neace with this system if orice control had any effectat qll, but unfortunately this is not the cae,, ."uite a few u-ti Lo,:
havin- a controlled or artificially low orice are im,nediately res.old in theblack market since demand far exceeds suipply. Polic.in-; the system is or-ac ­tically impossible in aolivia as the MIinister of sconnr y admitted in arecent report on the nation's economy. This system also has a puculiar
effect on the producer. Since his controlled price is based on his estab­

http:Polic.in
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lished cost (in effect a "cost plus" deal), he has no incentive to be ef­
ficient.
 

Fortunately as of the end of 1955, the whole system of controls has been
 
relaxed somewhat. Thus under the latest regime, firms which do not request

foreign exchange at the official rate and who cover their foreign exchange

needs through compensation transactions are comoletely freed from any form
 
of price control.
 

Labor Legislation
 

As in most Latin American countries, Bolivian labor laws and social legis­
latiun are important items co contend with. There are problems in hiring,

problems in firing, problems of transfer. Since 1954 wanes must be paid for
 
seven days even if no work is lone on Sunday, bile at the end of the year
generally two months' extra salary must be naid to the workers in addition to
 
their regular wages.
 

With the exceation of La Paz and Cochabamba, olints employing over 80 
people must establish rejular melical and pharmaceutical services without 
cost to the ork-r, ',rhich includes services to nll denendents of the worker.
 
Regular waes 'mustbe naild to a sick worker during 90 dayrs (in some cases
 
180 days). If the worker is unable to return after this, he is to be naid
 
an indemnity.
 

In the case of firing, the employee must be given 90 dys' notice. If 
this is not complied with the employee is entitled to three months' salarv, 
Even with the oroner notice the employne is entitled to one month's salary
for each yeor of service with the firm. In cise the emnloyee his been with 
the firm for more than eight years, he is entitled to this comnensation, even
 
if he resigns at his own request.
 

Another decree prevents an employer from reducing the number of his em­
ployees. In practice this decree has been intepreted by the officials of
 
the Ministry of Labor in the sense that workers cannot be fired for any
 
reason.
 

Social 3eeu-itZ
 

Social security provisions are extensive and cover professional risks,
 
sickness, maternity, invalidity, ol age and death. As a general rule it
 
may be stated thit the cost of 
social sec-ity and all services to be sup­
plied by the emloyer nmounts to another 67.5% of the wages actually paid.

These charges are more or less as follows:
 

Family subsidy 13% of the wage 
Rent allowance 14% " 
Social Security 5.5% 
Professional risks 5% 

" 

Two extra months pay 
& other benefits 10% 

Sundays I many holidays 20% 

Total 67,5% "
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To this may be added the cost of supplying a cheap commissary which is cus­
tomary in many industrial establishments, particularly in the mines.
 

Lack of Labor Discipline
 

What is more important, however, is the fact that most of the legis­
lation governing the relations between management and labor exists only in
 
the books. 
In practice it is frequently impossible or at least inadvisable
 
for management to oppose demands from organized labor.
 

In many places there is constant friction between labor and the higher

technical personnel, whether Bolivian or foreign. 
In the mines, in the
 
textile plants, and generally in all large establishments, there quite often
 
is pressure from the workers on the management to fire the technical staff.
 
In many cases, the management is unable to resist this pressure.
 

Recently qnother problem has been the spying of labor on management

in order to take over the industry. An examnle may be in order. In 1954
 
the local union at a metnl factory in Cochabamba accused the management of:
 

1) Intending to sell the plant "fraudulently"
 
2) Non-complinnce with the local lw, and
 
3) Sale of raw materials. 

Consequently it renuested that the plant be given to the workers who
 
proceeded to form a cooperative. Initially the Hinister of Labor backed the
 
request of the workers. However, after it 
was realized what precedent such
 
intervention in private industry might have at 
a time when the government

is putting all its efforts into the diversification of the economy, the
 
matter was settled by means of an agreement in which the management made
 
sweeping concessions to lphor in order to keep the plant.
 

High Production Costs
 

In view of 
 ll this, it cannot be surprising that labor productivity

is extremely low. in 
some cases there has been outright sabotage, such as
 
was the case in two large factories where workers systematically made off
 
with large quantities of the finished products.
 

Since it is oracticqlly impossible to fire a worker there is no in­
centive for the men to produce. Add to this a great many holidays - ac­
cording to the official report of the Chamber of Industry there were over 
180 holidays in 1954 - and one wonders how even the present little pro­
duction is brought about.
 

The above should suffice to kill the myth thit Bolivian labor is cheap

and that in a completely free economy Bolivia could be 
a low-cost pro­
ducer. 
If one takes into account the extremely low productivity of labor 
as well as all the social charges and extras which must be paid by the 
manufacturer, and if one then converts all this at a realistic exchange
 
rate, Dolivian labor results quite high.
 

Customs and Immigration
 

For industries engaged in foreign trade there is the problem of getting
 



-171­

things in and out of the country. Frequently it takes weeks to yet an item
 
out of customs.
 

Another problem for both local and forein businessmen is -ettin- in 
and out of the country. To le'we the country ler-lly i;ithin a nerjod of less 
than 36 hours is practicly imosible for -1 Bolivian bisiness5mon as well 
as for a resinent ali,-n in Bolivia. since one needs imite -nn imnressive 
amuount of docments wihich -ire not easy to obt-in. 'ince rerticularly for­
eign business transactions freauentl'- reouire (uiz, action qt the risk of 
losin th," de-!, thi, imnlicstLons of the ibove ,re obvious. 

Inadenu ta 2r-lit 

L-Lc' of crc'-t e"' 1e),,-ite , orohies' 'or the businessman in Bolivia. 
The 7r-ntin- of in-hstri'il cr- it is regulated hy presilential decree, in 
Chapter I'I we -,' Lh"t , decree of July 1Qr5/, rrvidied that within a period 
of two yerars the blnks h."' to convert 40% of -ll loins outst'n1in- since 
1953 int,' "in lu.st ri- 'r--it° " However, what is meant by "indus-rtr i.i 

.credit" is v,r, ,,,]7 ,efine . For inst't-nce, not so Ion, ao an, amnount
 
far in excess ,C the lea] limit of 3 s1 ICY million w"' loarne'1 by the Cen­
tral Ban1,- to one n' t"- ].'r~er in 'ustrill concerns in L-1 Pa7 to enabie it
 
to ply it", ts:es.
 

Adminitrstive -n, LP_ Difficulties 

Cor)or t laws arf unwieldy alt.hcu-h they1 look simple on o-Amer. it is 
somehat of a mijnr oon-r-,ion to c,-rbh in iolivi t, Ifcroration 

forei-'ner c are invo]_v-A tho arol ]e-i bec-iies o "nuch or-,e. Th- nroce,_­
taV'es ci!nerillv from) six to nine months. Phe follernin 
 stens irc involved: 

1) The person inter,,sted in foimin- ai corve-ttion drw:, uo a rocument 
before a not-rrvhowin< his dntention to thiis effrct, 

2) Approval of t,' :inister of £conomy is to 1, cht-fine rho -h'ill 
detn, rmin :hether th, nart,icular iniustry i; in th- nttion,)L 
interest, 

3) The chrter, by-law s, list of --eronn in char' u u't be -so,­
oroved by tY: p'ovincia] litiii 

4) In th-, ca':rf,-,C fnr,cr, corroratims, all ocuments must 1e iea!­
izedI by the olivian consul in the particular .()untr,

5) in the rces m-)rrv-! ,nl onD. niosn' must, be obtain, from the 
leq 1 ,1l'virt,nrntof the iini-t~r-7 -,f !'conomy, the r ...of Tn.­
ternal .dev,?nue, the Bureau of th,- rt, tt, o1e eti,'i of1 Pu 
the Office of the Chief Executive, the Office f the! d-m~trolss9 
etc.
 

6) After all these hurdles -ire over'sr-e sunree resolution is nr'­
pared for :irnrture by the President establishing the corporation, 

7) Then the m-tter is referred i-ain to th- 7overnor of' the nrovince 
who uill orier that the fin'al documents be d'mri up before a 
not irvo 

if 3olivi.n indu;try, particularly those based on a hinoy acsociation 
between domestic "nd forein capital and know-how, is to exnanl it is ab­
solutely essentiql that this process become somewhat streamlined. 
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Effects of the Inflation
 

As mentioned before, the inflation is one of the most demoralizing

factors in the present industrial scene in Bolivia. 
Continuously wages

have to be adjusteI while black market operations freauently offer a morepromisin- field of activity than honest work. Before the decree of 1.1arch4, 1954 the manufcturinY industry in Li Paz paid a tot-l of Bs. 
226,567,523

in wages. As a resilt of the decree adjustin7 wages, this figure went up toBs. 336,478,676, or by over 4"2. 
On March 3, 1955 there was a new wage ad­justment rqisin7 wages and s-Llaries by some 70," while another 60, adjust­
ment was made early in 1956, ani still another of 40," in July 1956. 

Lack of Political Stability
 

The lec of )olitical stability has been alaguin- 3olivia for a long
time. 
 Since th- coming of a new government frenuentl, involves a completechange in all policie- affectin7 everyda-. life, mhost businessmen have learnedby exrrerience to lay it safo. Consequently there has been a ccnct'Lnt drain on the -;,eononlT because of cash transfers - whether levl or illegal - tomore secure havens abroad. It is estimate] that even at present, holdings
of 2olivian national.- in the United States alone amount to over $30 mil­
lion. Evidently thi; nroble-n is difficllt to cure is it involves t prob­
lem of -ilic confidence 
v'ich c'nrot be gained overni-ht. 

Taxation 

Bolivian taxes can be quite high. The majority of the population ­
the Indians - taxes at usednav no . The, to perform some duties zf roadbuilding ani other feudal 
 services which have been abandoned since the
ievolution. Consenuently a h,avier tax load falls on the ore productivepart of the popul'ttion. 
 The following taxes are in existence at 
the pres­
ent time:
 

a) The devaluation Tax 

This is in the nn.ture nP n 'nital ]-w of 12,b which became ef­fective in 1953 when a first attempt was made to stabilize the currency.
Theoretically this is a one-time levy. 
 In practice it may be more than

that. 
 For ex)arple, if the present stabilization plan becomes effective,all businesses would again have to revaluate ill their assets at this rqteand y another 12> 
on the difference between their old and new capitaliza­
tion.
 

b) Income fax 

In theory all peonle earnin- wages or salaries must pay an incometax ran-ning from I to 22Af Interest on capital is taxed at a flat rate252 per year regs;r,Icss of the qmount invoived. All industrinl and com-
of 

mercial enterpri,3e, *)y a flat tax of 252 on their profits plus a 2, % tax 
to pay for vocation-l eP'ucation. 

c) Real nstate Taxes 

There is a tax of qboutO.5%per annum on all urban real property
based on the assessed value which is very low. 
On the other hand, those
 

.xS 
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who 	rent their property must pay a tax of 15% 
 on 	t'ie gross receipts. In
addition there are municipal taxes which come to about 6% of the assessed
value from which basic municipal services such as garbage collection are
paid. 
Then there are charges for water sunnly and sewerage. On rural
property the real estate tax amounts to 0.64% )f the assessed value.
 

d) 	Production Tax
 

This tax is in the nature of a siles tax collected from the manu­facturer who in turn raises the price of his product. 
Furtherore, there
is 	 a tax which amounts to 1i of the net 	cost of the manufactured product.The revenue derived from this tax is destined to pay for social services
and sport facilities for the workers.
 

e) 	 Sales 'ax
 

in adllition to thn -bove there is 
 proper sales tax which amountsto 	 a on all sales of pro-liicts and -merchandise. In practice this tax ispaid by manufcturers .rhen the 7ools leave the 	factory, by importersthe 	 -oods leave customs, and by exnorter-s when the 	
when 

Transferred -oods, i.e., 	
-oodrs leave the counitry.oo's which have alrady been charged with theabove tax, only p-y 2, 	of their value upon transfer if their valu, is in excess of 50J of the 
raw materials.
 

f) Proo'rty Transfer Tax
 

This tax ,ener-ily amounts 
 to about 10,0 of the sale price plus

another 10, on the eanita! ain.
 

g) Import License fax
 

Phe Central -ank collects 0.5% of the ralue 
 of the goods if andwhen it grants an imnort license.
 

h) 	Import Duties
 

These arc paid in accordance with the tariff, to which should be
addlled a surchar.;, based on the 	CIF price at the port of shinment at therate cf 3s. 190 to the 	dollar which may go 	 as high a, 3000% as the case may
be.
 

ZLino 


There are nuierous acts, such as 


S) T-i.:es 

the 	 execution of logl docrments,
submission of account.,, involces, private contracts, which require aspecial stamo rangin, from d3s. 50 to 15,000 or more. 

J, 	TheExcess Profits Tax (Impuesto 'Tlobil Complementario)
 

This tax applies to in lividuals only who, after paiying all theirother taxes, still find themselves left with Bs. 6,000,000 orparticular taxable year. 	 more in theThe 	excess over this amount is taxed on a scalewhich runs from 3 to 59,0 ith sharp progressive increases. 
In practice this tax is not 	 ras bad as it looks on paper since 

1 C 
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the bad effects are circumvented in a number of ways, 
one of which consists of
 a partial navment at the official rate of exchante. Bearer shares and those 
re­
ceived by entities )aving their legal domicile outside the country pay the

maximum rate uniess navments are made to the individual shareholders. 

Public versus Private Investment
 

For the above mentionedi reasons, investment in Bolivia has remained

largely a yovernment affair. 
 7lost of the current investments are bein- made
by the government-ovned oil company (YPFB), the government-owned airline (LAB),
and by the Bolivian Development Corporation (CBF)o Yet, government investment 
can be a dlangerous thin-, Unless some very hig h caliber planning is !one, the
results can be niite disappointin-° Furthermore, it is obvious that the use
of public fun-is for erojects are in-hichtypically the realm of private in­
dustry vill lea-.ve fewer funds avilable for those social overhead nrojects

(health, s'itstion, education, roads, etc.) which are 
a prUrerplisite for at­
tractin"- a,' vite investm~nt ani which onlr the ,cvelcrnmct can do. Thus this
policy tends to ret-tard the overall development of the country, since, by not

attrac',in, :rivate enternrise, it robs the -overnment 
 of a future tax income

writh which it cmilii comnlete more public orojectso In addition it throws

the whole burden of develonment on the -govrnment which usually is not
 
equipped 'or such o t,-F!,ko 

In considering the present picture of public investment in Bolilria, one

cannot hel becomin7 etite concerned, not so mush 'ith the !ac': 
 of investment
 
as with the ge!neral direction o" investment. During the p-u.st few years hardly
any investi-,nt h-" bee, made in mining 
 which is actually carrvin7 Bolivia. If

this polic,; is continued for i re, more years, the 
results will be disastrous
for Bolivia, aF, we haLve ailready seen in Chanter V under the subsection
mining. 1s - matter 

on 
of f-ct, the exipnsion in oil wis largely carried out at
 

the expense of the minin- industryo
 

Another problem is that in most Bolivian dcvelopment plans there exists
 a considerable disecuilibrium between 
 long term and short term projects.
Government sponsoredi orojects which could provide a very quick return on
 
the canital investel ,ire rare indeed, 

Public Investment
 

Durin,7 the oast few years most public investment projects in Bolivia 
were carri-i out by YPFB, the ,overnment petroleum agency, and by the Bo­
livian [evelounment Ccrporation, Since the former has been discussed at

some( length in Chapter V, we shall limit ourselves here primarily 
to a
disuc=-sion of the activities of the latter. 

'Phe 1olivian Development Corporation hns been engaged in a rather
diversified develooment progr,-m comprising, some twenty projects most of
which are s-till under construction. Its 1955 dollar budet was only
around ',l55 million, For 1956 the amount was fixed at "O7 million of
which $4. 5 milli-m -onstitute payrments of current obli -,tions and 4. 2
miillion are for new invs-tmen c. While some of the projects niy in time
make a contribution to the Bolivian economy, others show some deficiencies 
in plannin , ,whil still others suffer from a lac-, of impelementation. It
is not Ilways fair to blame the Bolivian officials for some of these de-.
ficinii;. . I,-r of these pe ople are ..orkin- 12 hours a day, but frecuently 
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even puttin- up - sinile nail becomes a major problem in Boliva. 

Actual Projects 

Amon, the Cor'-or'ition's principal projects the follov.in- should be men­
tioned:
 

Sugar Mill 

At Guabir'i necr "ontero, -a sugar mill ,,a cornoletel recently having
a capacity of 16,000 tone of rfjinel suyar a year. The totni cost of this

project amounts to 
about '.)5 million of _,hich about ,i.3 remained unnaid as of
December 31, 1955. This cost ma'. ),7 to be so".'hat ih hich is ex­
plained by the fact h",t becaruse of the selection of the mil! site on rather
soft rnors 'y -roun,, extensive foundations had] to be huilt first 'rhich c"lled
for the use ,f a lirm amount of cement 'rwl th,--ivir, of, 3o1 1 2800 oiles.
So far, runnin- ,the 7il has bee mite a 'Droblea-n , th- I? t )rcduction his
been f-ir bo .: th,, actual canacity of the Mi31. Full sc o- tin of the
mill in l'7 ,,il1 f'!ce the Cormora' ion ith heav- local currenc-r exr -iturus 

and oth-, o 'tin orobiems vbo couli ,e! becom- u'ite seriouo. 

Secr0 _Cement Plant 

fhe tot" cost of thi oroject is estimated at $1.4 million ind

'Is. 50 nillion. 3o far s, 375,000 been
7e has inv-2stei in this olant which 
is Lchelu]o ,o into oeoratiun enrly nezct ,car. Thr, Pmiioment amoiintin
 
to ,6'6 0,,, "''s Ycu-ht from 'ic-esravr under a five-,rear credit arraii'erent.
 
Unon cro,!.al-tion, the )l'int will 
 be able to produce some 100 tone of cement
 
per day.
 

ccorlin- to a111 pre ent indlications this ,-,lLnt Vill have n limitedmarket b~c- of its location ' hich W;ou I] involve extremely hiTh transnortn­
tion costs if cement wrere to he '....to th hi) lain or to the Santa ruz 'area. 'n, -,roject is >lritte ly a ead one. lfoirever, it h'as bcn )ointed
out th. t th- 7nrrrlment inherited this project frau a :)roviois -,fiinistrdtion
an,[, t pcf,-_ , hI no ol-her "lternative but to co,,elete it. 

,I I", f',C'.ei-n e-:ch~n-,e bhu-et olloctes n aI.Mr-t of ' 37,000
fo- t n of hicb 30,C( will be for electrical
 
ec<ni"ment, ,,,Y ". r teria].s ane ,,i'nnt, a:nd 000
O,]',0 for the our­
chase of corqnressorq, tools an,l transportation eauiosCrit. Th_ roi.,ainlee of
the amount corresro)nds to freight, insurance, salaries an a number of other e :-aen diture So 

Durin- lOr the Corroraftion obt-ine I a. '4.7 million loin from the

jXnpYrt-T' . rt ~nb to ,,.~qot:, thp navin, o th a road. 
 The rood itself wascomL.,'te in 1954. It ia epected that n'-vin, 1ill cut maint;,nance costs by

soa'.: ;. Ph ' r'oject is scheriuleol for comn!-tion in Au rust 1)57. 

At iRye,.ys in the western part 5 theo Beni, the Corpora.tion is car­
ryi,; -uto " roject to imnvrov- local cattle which is aburirdant in the area. 

http:iRye,.ys
http:follov.in


Since 1952 about $350)300hias project, wh±~ine cirrent ' 
aexpendit'ures tocopletthe prjct(y 15)rnaot oCOand 

Bs. 25Oi'llion. The bud~get of'kthe' Bolivian D6~I'mn orQaio r
l6 cris~ an ,amounto $,12O000 f or. the~acquisition' of barbed. ir n a' 

cash basis, to be: uisd in connectiobn id~th this~poe 

habendl eby
,.ai~ o'eehm e, lharges as to local mismnfagement., 1954 th 

CopoatLacquir'ed,1150'cow an~d'20 Cebu puerdblsfrthis pro'ject from'
Brazil ' -I 1955 anther'610;Cebu pu~rebred cattle weeimnorted. 

4T6h 6valuat e this'p'oject' prperly israthea' kdifficult. While th Bei 
reinap ar obe quite suitable for cate"rwn t 6udse hti.order to fillVBolivia 1 s immediae needs £or'cattle the development o~f other 

<areas niore favora.bly~sitluated from a transportation point~of 7'iew would be of­
higher priority. 

4 

MotePrnc-Perto Villarroel Projlect, 

This project' consists. of' a 125 kilometer road1 connecting-the .navi-~

f+ gable' part of the Ichilo River (Puerto.Villarroel) 2with 'a~place calJled .Monte
~~~Punco at' some distance from Cochabamba on~the' Santa 'Cruz-Cocabai ba-t flighway.'


~Last year about 25'kilometers'iof niointain'roads 2w're'compl~ted, c'itting.
 
2 through a most difficult te'rrain. Th prjc-wssare - the'Corpor­

tio reson:fo tw frstOf llonce completed it would connectCoclia-
bamba~ with the Ben thorhteIhl-ao6Rier 
' 

naviation ste;secondly
it has an',excellent" site for.,;hydroelect'ric de'veopment,,The Corporation-is now-i 
spending about US $6,o00 and'-Bs. 70 mJiion a-'year on this -project. '-Theb 15*budget, of the 'Corporation includes an amount'of $6O,oOO 'or 'the# improvmnriver-transportation between.)'Puerto, Via ove1 andtr ofr e ayaoamerinandthe Bra-~

z'Kilian border.4KFor a 'di'scuMsE4ion"of 'the Medit'of thisq prjc theeader is
 
referred t'o Pae14of thi's "2 'repo'4 .rt
 

Bend. Road Projlect 
4" 

The~purpose of -this project is-to conc~hhighlands around;
~W''~j~La 4Paz with th~e lowlands3 ar8undjeyd's-Thrrenabaque.-The project is~now'
 

~ 
 being. constructed with, the help of 'couniterpart' funds from. Aerican aid.
<-~-'~'--Its primaryb'jctive is' t6 'mak griater's ofthosetrp'6alregons1 

'~1
 

~"~', 
 which are located near to La Paz which is:the~pincipal center of 'consump­
~<"''<"' '<tio'n of the.Republic. For..,a further discussion of'this'rjc th reader 

ferdto Page 143 of this study'. " 

RoadsINorth of Santa Cruz4""'" j ' 

In 1954 the Corporation, .started ,road4 'construction in ,thek agricul­
.trlzone,north of SataC f'ar'S.:.o ~about .'U7kilometer~s of roads havebe constructed in1 the. area at a cost. f#5,0 ' n 2 s>,~m~o 

"Durin4 1956 the construction_ of~a~b idge aci oss"~1thePiray River was started 
w>ith Am1eri2dan-aid funds in order, to open up addiinal' areas.'', The 4approx­
i~mate 3 cost 'of4 tis'project i's 280,000and BJs. 38.ilo, 

H~r2roele4tric
"4'an Projec
 

" "' ;' " 
lit 

4 ,X4 

http:border.4K
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needed power to the city of Cochabamba. According to present plans, about US$6oo,000 and some Bs. 150 million ill be invested during 1956. The 1956
budget considers the acquisition of four turbines of 3,000 KW 
 each andequipment totaling 4IP2,681,0OO. Of this amount, :P600,000 will be naid in
cash during 1956. The remainder will be credit.
 

Villamontes Irri alion Proect
 

This Project consists of a plan to irriate qome 5,000 hectares inthe neizhborhood of Villamontes in eastern Bolivia which are suitnble forgrowing cotton an,! sugar. The total cost of the project is estimated at3970,00C -indl Bs. 650 million. host of the investment in mchinery, pumps andheavy eiuinment amountin7 to som- -P850,000 has alrealy been made tith the helpof United State - aid while about Bs. 580 million were spent in local currency.During 195t,, "-nrth~r Ds. 600 million and . 6 0,00 ,Il have to he invested inthis nrojtct. .'lt'iou-h the -eneral area aoerars to be ideally suited for thecrops in u-stinn, 11. project is rather lon- range because of its presentlack of pooulition and a fex: other factors. A,\parently ,olitical considera­tions olyed -some pa-rt in th drawing up of this project. 

hilk Phnt in Cochabamba 

This proje ct was started with the hel:) of UiICEF and some United
States assistance. 
 The plant which is scheduled to go into operation sometimein 1956 will co-t abouit ')280,OC0, plus Bs. 210 million. According to theoriinal plan, tne pl-nt would produce a certain cuota of mill, nower .hichwould then be listributed free to poor children t'irough UNICEF. However, be­cause of Lh,- ararian reform and other social problems, milk production inCochabamba has droned off to such an extent that even the liquid proluct is 
now in short supply.
 

Colonization Project
 

In order to make a first atLrempt to distribute Bolivia's popula­tion more adequately the Corporation in 1955 started 
a project to bring clowna regiment of soldiers to the Santa Cruz area with the hope that a number ofthe recruits would sty affter their time in the rmy was over. Nearly allof these costs are local currency items 'n(' the Corporation is currently
speniin- soin Is. 125 million a month on tis project. In addition to this,
the Cororotion is carrying out a project for the resettlement of farml-rsfrom the valleys as well as a few projects to settlc, some immirant rroupsconsisting of Okinawans, Italians and 1:ennonites. So far this has been oneof the Corporation's most successful projects. 1ccordinr to the Corporation'sbudget for 1956 about .100,000 will be snent on eoiipment and mterials for

the fur~her devclooment of this scheme.
 

Samill 

In 1956 the Corporation invested $50,000 in the rehabilitation of asavi-ll at Guabir, which has a capacity of 40,000 board feet per day. 

Lime Plant 

The Corporation's 1956 budget includes $110,000 cash to acquire a
factory to produce the lime which is needed for the three existing sugar mills.
 



Oate Dirp~aiopmnj he haco 
Theozor~tin :gsiven some" a'ssistnet ct~eo~eei hOhcoar nd it'int n~s to -establishthi's ydrwiththpa small',sC 'o r3oPont IV,','Sant& ertrdis ctl,!i.tharaomn&wt:asev-e
 

of rtiicil iseminration.,
 

to some'$24 mill~ion. During 'the ps1'erioLd'A Blvanvested,abut $1 millio~n in the -ts i ­

Some'loca1 curnyivsmetwsaei irrigati6j, work'sat cau
 g and'Acsoawihcm 
 t4botB. 700 million. 

Cruz which is -nicvneariing completion. A oa fU 8,-OadB.3
lion was iv'tdn this project' ir 

In 154~iixe6copany~ was set b th govciert hi~citizen by the name of"Salim Chac -,for the corstrucho . gerin, which "the4 3olivia'n State,, hjs a 51% interest. Th~is investmnent- is said to
 
~ 'be about 


-445j'000 

AcOr~ing~to the 1956 foreign 4exchange buldcret the6 Ministry of Public> oks'41~re sm ~3,OO.worth of equipment. for~ the constructioii of ,air.-K n~qorts Likei~iso, the Mlinistry' intenntnn' tolin I ngoc1milo on ifteddstDumo Live',insam
aountrf oq1mlino credit ro1o stThe Ministr'y of A iicj2t~ -pro~ acquire:$9 7,00& of a-riciiltura1 machiniezry on' credit, ,iqhile, anamuto 
'ir.0uy~has been provided in'the-budg rte Miity'f~ Indin' Afairs

for 1-1sidlxpurpose. 

'1Y In the,, in~ing ectorthe fz gn. exchagebudget has allocated $2 n~~io for new investments to be ;iade an14by the Mini -oprtint 1 ii

lion for the Mining Bank.~ ~~K! ''
 

><K In,- the' b?6udge~pt LloydAre 'Doivnro relceivesoe6Od&s-5 .9rveim,$6000to're-,newit airplanes and4 another 4ir r2OOOt
21,0,t ipoeis airports and 'zadioequipment.r 

'<4%N Details' 01r , the investents'med rl1 oshw-inntthpcaounfund s and " -&4 
'<ivartibles" may'be foiind in'Table ELI. -

TotalPublic Ivsmn 9215 ue 
the ment esdurinth ' pa t fe e r , i -w u d.s e ,t a h o i- ' 'nves Ima 


k 'teAnvotmen th e d7uilin forhpathe~pai f hC hhmts7 

W~~~n~~&n Eio~a r~i, lioase s~(or transportation anhd Tiiingeqi~mnt et. , c r-still ~to be amortized,as ;%el Nas some still jjn­paidPetroleum i'netment.L From4 thisit, s4hould be, 6lear: th t DoliVa Is pu­tfge has'r ber meo -adequate on an a al,, a'si.pro 6,Is b have -ber,at the.ivestme nts 6,directed into projects,!ich, are 



ra?etln anea hu's for h moment qcan only,, contribte to the. Thfla 

F o7 taa on private' iivestment ,in,,Bolivia .are extredy~ scarce.L_Uo:al'ndcatios 'it p ar.'h tuftilA952th t6 m J nese 
00'mllin iirtheprmoreas 'point ed '.out er, man '­yes .i-n_ ining, con', tituteme rel~y reinvestment of'-earnings-

Amerijco didinvncorotncoe to. Boll j9ntJ2 tItitnuntl he 19201's'wen ti nlame increasirigly' in erestin7_ ~Several 'Cth_e 'etrrie er 
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In addition to 
this there have been a number of quite small investments
 
in private industry.
 

Although correct data are hard to come by it would 
seem that during the
 
past four years there has been an annual private investment of about $3 to 4
 
million.
 

The Need for a Development Bank
 

Even if Boliviats present policies were more favorable to the develop­
ment of local private industry, there would still be the obstacle of lack of
capital, particularly dollar financin-. 
Yet if Bolivia is to survive its
 
present crisis, it must rapidly ,levelon a number of projects which will have an immediate impact on its balance of ayments position. Thus, our goal 
should bj to find1 a nuiher of projects which would be self-liquidating in two 
or three years in-i eithler earn or save foreign exchange; others might take 
lon,,er but oiil,1 reuilre a very limited amount of dollar investment; still 
others wouldl reqijire lai'-ely local currency and some technical assistance. 

In adlition to relieving; the ,ressure on Bolivia~s balance of payments,
such projects would ha-ve the attraction of providin- greater skills and better 
wages for a nulmber of peonle. This is important in itself, for to raise Bo­
livia's standard of livin-, it is not sufficient to raise the national income -alone. A highe level n" consumption is n-eeded also and 7reater skills and
 
better .._e. ar the Iey to thia.
 

The obvious ans.wer to This oroblem would be to give greater incentives 
to private investacnt combine, w.ith adequate credit facilities. Fortunately,
there are a number of people in "Bolivia who have proven themselves quite
capable in organizing and! m-inagin industry so that the rima,,nament aspect
should not be ' major problem; the problem is lack of capital and excessive 
govermnent controls. One wav to attack this orobl~m would be throu-h the
 
establishment of a develonment bank for private industry which would provide

both dollars and local currenc:,, fin-ning. The actual implementration of
this idea could take various forms. A department could be set up in one of
the private banks, Perhaps the present Aricultural Bank and Iinin7 Rank
could be merged] into a new institution un!er proper supervision so that
these two institutions eniilri her?4 to fulfill their real task which is 
helping private industry, 

Another possibility would be to set up the institution as a separate
corporation wiihch might be called the Corporacion Financiera Boliviam S,A.
The corportion"s main purposes woiIld be: 

1) To un'lertake productive and diversified investments in Bolivia.
 
2) To provide melium and long term financing through loans and 

through particination in order to aid in the expansion and
 
modernization of industrial, a-ricultural, livestock and 
commerciil enterprises.
 

3) To guarantee loans. 
4) To sell itr ,nrticipationsor other investments at the proper

time in order to estaiblish a revolving fund to carry out the 
basic purpose of the corporation.


5) To provide technical and managerial assistance to the enter­
prises -in which it has an interest. 



It is cuite ubvious that adenuate snfeguards should be provided to con­stitute a rani,]] turnin, over rvolvin fun-2 while thr top manarerial functionshould preffr.,bly bc filla I by a orei ;n e.mciert of sufficient standin, who willbe in a better position to keen the Banks activities outsie the noliticvl 
sphere.
 

Initially the Cornoraticon's c'oJit-l, which should amount to at least some$3 million, mi'zht h "ve tc b, proviled from Unitec States aid funds, lowever,provision should, ho mide in its charter for tha "mrcho andL cal . n' -.hares,bonds and other sccuriti: in n l.ate- stir"e so th.at in time the opera.tionwould become ce.f- eno2'atins, It is hclieyed th ,t if such . !'ere ilboweto issue I(r<llir Ienic, ahi if coun-r.tcnt rrnn'nement were provided, it could at­tract a cu I, t a.n Ii' mnunt of '-3olivi'-n fliqht canital ,.hich i. now cct ive else­where. Since inv7-stmncnt ,,7,1ortuniticcin Dolivia are lifited - the field cfreal es' ,to iniv.a-t'rvnt i- nol, - Pite lna! in view of th- nr-ri- .n and urbin 
reforms ' r." r.-I 1,volooment brnk mi-ht in time attr ct,,olivirn invc-- 3uc b'i'c the smlleru, '- onu!. also act -,s -n effective clearing houscebetween .c Iivi - -n ror."i~n investor s, thus raisin-, develonment fund, for ,­priva ? inN:ustry -Llr'i,l. 

It is -:l, that, the institution shoul oouite complbotelv on a com­rnercial lui t ah;ur. chlr-ro the u'-u~l interest an,l crnsicb-r all r)ro­iects t -i~dctly on feir e cimerit, Obviously, such a ,an - should bestron- in cImn-,mi research ,nd hive competent technicians to evaluateproject- . ,in,,n to "rospective)uide investors ir,'inst frilur Itshould " ]nnin7 andI.vi -1 faciities h nbb t., live aunervisd credit.s~sist'-tn-, frc- the: '1:- couli he?,1n): rcquoste I in setti.n it Uno .A tospecific u-o]j3.I;-. which ,.ul U,' finance,; by a :)ev]oiment b'Ink 9 the readeris referral to th(u in:]ustr;- suction of' Chapter V of this resort. 
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VIII. THE UNITED STATES AID PROGRAM
 

No discussion of the economic situation of Bolivia can be complete without
 
a reference to the United States aid progran which at 
present practically covers
 
the -ap in Bolivia's balancc of payments. The program is divided into two parts
 
as follows:
 

A. Economic Aid
 

This type of assistance was started in fiscal year 1954 when it became
 
clear that Bolivia was on the ver-e of famine. Economic aid was given to Bo­
livia in the amounts shown in Table LII, making a total of $60.1 million as 
of Juno 3(,', ,hile the counterpart generated by United States aid deliveries1956, 

is shoin in Table LIII. 

B. Technical ,Acsistance 

Tho, Unitue States technical assistance program is much older than the
 
economic "i.l It in with the of
oro-rTn. first started 1942 inauguration a 
small health center in La Paz. At present it amounts to some US $3 million 
a year. 

On ,the whole, the tnchnical assistance programs have been reared to Bo­
livia's most imme-liate 'nroble.ns such as the need to increase agriciltural pro­
dulc ien, t'- in-)rov-: h-alth, to solve the social problem thrnuah increased and
 
better eucatin, etc.
 

,o-t of theso 1e-oject3 are carried out through the "Servicio" approach.
In esso,ne the Servicie c-onsists of a unit of American technicians workin; .,ith
their -likriin counL,, p'rt within the Iinistry concerned. The folloing pro­
grLis ,re no in oneratin: 

AX2ICIL fUIE 

Th, '.'ieutur.1 Servicio weo set up in 1948 as a joint Bolivian-Am2rican 
undert,kin- to pro:.e ,'-cric,;]tural develoenent in all parts of the country.
All of tLhe ior,: of the Servirio :; rouped into six projects: five operating 
and one -1+.initr-tiv( ,s f0,llvs: 

1- His(,rch 
2- Z,:;ion 
3 - dLeimbursable Facilities and Services 
4- S3fpeXrvi-14 redit 
5 - Special A,,ricultural Services 
6- Administration 

projects 
dev.ln'iKnt and work in Iolivia. They ,re all coordinated with the activ­
ities n' th, virimus go'J rr.,, nt-l aencies 

These, five .nerrtin',mak- a well-rounded pro-rnm for agricultural 

to effect and incrcease agricultural
pro-lucl ion in th, countr.-. The Servicios' personnel coo-rrate with 'he Do­
livi -n Dev-lofmont Crporati an, the !,inistry of Aricltu-e, the M'inistry of 
Jn,'iqn \ff-tirs, th- I'°ation"tl Planification Board , and farne_,sl organizations. 

http:nroble.ns


UNITED STATES ECONOMIC AID TO BOLIVIA 

(IN TERMS OF MARKET VALUE OF COMMODITIES) 

1954 1955 1956* 
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Research Program
 

In the research program, higher yielding strains of crops are being de­veloped, better methods of cultivation are devised, the use of fertilizers

is tested, measures to control insect and plant diseases, adapation to local
conditions, livestock improvement and care are being investigated and other
methods of increasing the production of agricultural products are determined
by experimentation and trial. 
This is the oldest project of the Servicio and
provides most of the information on which other programs are based.
 

Servicio research activities were 
started in 1948 to introduce in the
country new species, varietiee, 
and breeds of plants and animals; to multiply
-tho outstanding ones; 
to study cultural practices for important crops; to study
soils and the 
use of fertilizers, as well as to test insecticides, fungicides and
various types of farm equipment.
 

The present four agricultural experiment stations are 
situated to take ad­vantage of varying conditions ranging from those prevailing in the hot lowlands
(altitude 400 meters) to those of the cold h'.gh plains (4,000 meters).
 

Results at the high plains Experiment Station, "El Belen," will apply for
most of the high plains. Results at the Cof:habamba Experiment Station "La
Tamborada," 
can be used on most of the soils in intermountain valleys. 
 "Gen­eral Saavedral" Experiment Station results are for most of eastern Bolivia.
Rubber research at the Riberalta Experiment Station can be used for all of the
 upper Beni areas aad coffee and cacao results will benefit those crops in the
Beni and in part of the foothills from Santa Cruz to the Peruvian border.
 

Potato nnd wheat improvement represent Bolivia's most urgent agricultural

research needs. 
 Other crops on which intensive investigation is needed are:
rice, sugar ctne, vegetable seeds, soy beans, peanuts, alfalfa, grasses, cof­fee, livestock, rubber and cacao. 
Multiplication of seeds is another diffi­cult but extremely necessary activity of Research.
 

Extension
 

In the extension work, research information and information that has been
derived from other sources is taken directly to the farmers in such a way that
they will be able to put it to use. 
 In order to do this, United States and
3olivii11 s)!cili=cts in crops, soils, livestock, dairy7, disease control, ento­mology, Tlqnt pathologv, i-ronomy, horticulture, agricultural economics, home
economics and cooperative organizations train the local agent to carry on ex­tension work in th:-ir 
prticulir field. The extension workers work directly-ith farnevs in small groups, usinq literature, sound pictures, and demon­stration to 1,ell the story. They alw.ys work by using the language of thegroup rith which they are operating. This usually is in the Quechua or Aymara

langu-7e.
 

Z xten.ion work in Bolivia started in late 1948 in conjunction with theCochabambn Research Station. 
In 1952, the Extension Service of the Agricul­tural Servicio was organized with 43 people. 
 The personnel at present is 114.
Farmers of 63 provinces out of Bolivia's total of 94, are now being reached
 or influenced by the work of the Extension Agents. 
 The funds necessary to
opernte Lhe Bolivian Extension Service come from four different sources: the
United States Government, the Bolivian government, and from the contributions
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te~d epartmelta ind provincial fgoverniniits. 
-

bxtei~sion S3ervice anever~ic e oft Doliviaij farreis 
~ good~ Eft4h -is boconertablise -i~,iot' 

aro evelryyr x.~~~tc~~~nnmedtbtr
f arm practices and techniques, and that Airica,n ojipmant a( interiJalis 
~it 

-
lebj{ o~r. this,'coun~rare, becoiin knpwM 'and~a.i abl~e to farmers to'jhPe-1 thin'achieve1 a h3 ihr~level of~lI.rc i t'nof 

-** Reimbur sabe Facilities and Services 

"The Reimbursiable Facilities and Services Project was sot, lipin, 1t 15
 
fotepurpo~se of providing service 3 and facilitiesta farmers: would ~r

wise have difriculty ini obtaining, such as insecticides, tools6, improved seed,~~-fertilize:rs,,fungicides, Veterinary supplies, improved'breedingi-, stock, poLtry,
-~pigs 
 or cattle. 
 In addit-ion to this, the Reimbursable Facilities Divso hs­been operatingnvmachinery pools in Santa Cruz and ontthe high ~plains, 4Thesepools are set-up to provide tractors and equipment to the farmers on, a f eekj 

-basi , 

Sunervised Credit
 
-,The 
 Division of Supervised Credit aimr3 at bolstering th-oiinecon­
-omy 
 by putting finiancial support~s under the ai,,ricultiural production systemi,
with particular, emphasis on the production of basic foodstuffs now jbeingim.­

portedt Loan funds are- provided by the~Agricultural Bank and, approved' by,3Nit4­after receiving favora~ble recommendations from the Divisiion ofP SupervisdP<Credit. 
 N'ost of the loan money a.vilable to the 
-:­

bank ha' bebn taken fro~m 
' cunterpa~rt funds,
 

~444 4444-its 

CC 3
 

1<~-~'1 Since/establishment early in 1955, SupervisedCredit' Services h~as 
-laned some Bs, 3 billion to- more than 2, 000 Bolivian fairmers., These fuind 

4­

have enabled'farme~rs to bring new la~nds in~to production, to buy neededmachineryr, 'work s.,cock,_brecodin 'r Stockc, materials of produotion-and to imi 
far" 

F prove their homes and living,conditions. 44 ~ 

Special Srvices 
,. -4 

The Special Agricultural Services Division' is the neivestJin the Agri-
cultural Servicio, havin- begun its activities with the arrival 

4-4 

of a milk~-~ processing spocialist in July 1955,~ This Division is to supply special ,techi_ 
4 j~-nicians


4
 for various processing needs directly'related to agriculturn.- Re­
cetya biological laboratory spcaitwsadded the ilosbtf 

to asisttheMinitryof Agriculture 'in'the, development 'of an -aphto~salaboratory as- well "Is vaccinea laboratory fo' the pirodiiction' of vaccinee for catlpigs and chickens. ' 

4 ' 4 

Administration 
414444 

4'P> J i~pJncip,, fu~nction3 Of the,'Division ofV AdmnistratjoA are those3 re­
,,.4lated'' tobusiness msina~emrent-annd ioousekeeping- furctis for ,theServici~o, 4 nr,Ji i a r­-L. 'B liVian pers-onnel torperform those- fuinctions'prpe4 

->-Some 
 Resultsof t~he orkoftheA, icultural Sevicio4 4 

In 1951 tdrector of th Generali SaavedraExar o t,taion, brout t 

1 ,4 4 
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one pound of Cuban Yellow corn into Bolivia and tested it alon- -rith other
 
varieties. He found that it would yield twice as much as local strains.

Today, practicall all the corn gron...n, in Santa Cruz area is Yellow.the Cuban 

The Cochabambq Exeriment Station tried out more than 1,000 varieties
 
and strains of wheat from all 
over the world. Four varieties were found to
 
yield more than any others. The seed of these varieties was multiplied so
 
that a sufficient quantity is now on hand to nrovile seed for all the Cocha­
bamba vallel, this yar. 
 Similar work has been done at the Belen Exoeriment
 
Station.
 

An intensive effort is bein 
made to increase rice production in Santa
 
Cruz to the noint wher,- ]olivia will no longer have to imoort this cereal. 

Potatoes arp th,, nrinciwil food cron of the high )lains. About 30, of 
the crop is lost, Over, ye]r due to th, da]mage done by a wihite -rub !mown locally
as the 'gusaro blanco." The 5ervicio's entomoloist found that over '0% -f the 
damage co- ld be prevented at , smll cost if the ri-ht insecticide were applied
in the rirht way. Thus 'n intensive ca',aoai-n was conducte(l through the Extension 
Service to -ct th Inlian,; on the hi'g plains to aontrol this pest. 

Tests at the Cochabambi xperiment Station show(ed that, on many of the
 
soils of th- 2entral V!lefs, wheat ~iclcis coill be increased from 100 to 300%
 
by the use of nitroenous anl phos )hate fertilizers. The ,eimbursable Fa­
cilities and Services Division has imported 
 more than 1,000 tons oF ammonium
 
phosphate --n-! otheo fertilizers that are bein, sold to )rmers at less than
 
cost.
 

Animal parasites and c-iseases have talken heavy toll of the livestock 
all parts of 3olivia. Servicio veterinarins 

a 
hvc wiorked 1,ith diepartment and

in
 

provincial extension -gents in holrin demonstrations in controllin- these
 
parasites -n 3 iseases, .'ith sunlies nrovied Servicio.
by the 

Since the fall of 194, 15,070 new acres of productive lanl have been
 
brought into aultivation in the Santa Cruz area. 
This is oart of the acccmp­
lishment of ar area develorment program initiated at that time by the Ari­
cultural Servicio. 

I u.,u rina, tao :lealth, -,ucation and Aricultural Center near M'ontero,
symbolizes the scope and nature of development undertakings. Here is pro­
vided by eans of United States aid a heaith clinic, an aricitural school,
and a farm. The farm is to 1ul iply, for sale to farmers, the best kinds 
of seeds and- plar-in' stock, bre(eding Lrock of cattle, hogs and poultry
and to orovi 'e a emonstrntion of -oodJ practices an, methodls for aenlication 
in the area.
 

snwcia] refrenco- shoid be made to the Aricultural Servicio's trainin, 
pro gra . 'osl, of the tr-iinin- of Bolivian technicians and other Servicio 
workers is carried1 on in-service. In agriculture, most of t - men employed
have fairly good basic triinin- in suhbject matter, but h°ave to be trained in 
extension, research or siinrvisel credit methods anA procedurcs. Servicio
 
technicians who sihow exce-tional promise are 
sent to the United States or 
other countries for soecial training in their oarticular fields. A total 
of 28 have been sent to the, Un! tel States on trainin- -rants. 
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EDUCATION
 

Both the lack of education and the Indians' resistence to change have

caused the present social problem which has such serious economic consequences
and which must be attacked at the root through better education. The jrint

Bolivian-American educational program has been in operation since September

1944, 	and the agency opernting it is the Education Servicio. The chief means
 
by which this program is carried out are:
 

a. The furnishin- of United States education specialists

b. 	Grants to 3olivian educators for study in the United States or in
 

other Latin 'merican countries
 
c. Improvement of teacher training 
d. Production of teaching materials
 

The work of this Servicio is supervised at action level by an American

educator in4 coordinatel at 
tho policy level by the Director of the United
States Oper tions "ission to Bolivia. 
 The Servicio has technical supervision

over two rural normal schools and one hundred rur'al elementary schoois,Pedro 	Domingo urillo -ational Industrial School in La Paz, 

the 
and sectional 

industrial schools in diepartmental capitals. 
It is engaged in establishing
a vocational school for agriculture in the Santa Cruz area for the training

of aricultural technicians, operators and maintenance men for farm machinery,

and agricultural teachers.
 

The rural education program of the Servicio is directed essentially to

preparincg Bolivian teachers to run community-centered schools that will helpthe rural people to raise their social and economic status and thus become a
productive element in the population. The Servicio with its staff of United
States and Bolivian educators (over 50 of the latter have had training in the
United States) is revamping the curriculum at two rural normal schools to make

it more socially useful, and all other rural normal schools in the country are
followin- suit. The Servicio program is 
a demonstration ii functional educa­tion as opposed to the traditional Bolivian education by memorization which
 
offers little preparation for life.
 

Since teachers cannot be expected to do a good job of education without

the proper tools, the Servicio several years ago created a Publications

Section which puts out 
a variety of teaching materials that are mu in
 
demand throughout the rural school system.
 

In the field of Industrial Education, the Servicio has worked towardthe same ends, namely, that of improving teaching materials so that they can
 
prepare technicians and skilled workers for industry. 
This aspect of edu­
cation is of great economic importance, for industry, to develop, must have
a reservoir of trained men on which to draw. 
The industrial school system
 
now has approximately 3,000 students and 
126 teachers.
 

Results 

To date, upwards of 500 rural elementary teachers have been trained in

the Servicio's workshops. The number of rural teachers reached by the Ser­vicio program is about 25% of the total in Bolivia, despite the fact that

schools under Servicio supervision represent only 5% of the total.
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Servicio community-centered schools are bringing about profound changes
 
in a hitherto "wantless" population, which is accepting the technical help of
 
school hygienists, agriculturists, and home life and shop teachers in im­
proving their methods of work and their way of life. All this is a necessary
 
prelude to economic improvement in the rural communities. Among the rural
 
schools supervised by the Education Servicio, parents' organizations and
 
agrarian unions have contributed for building and repairs an estimated twenty
 
laborers a day for three hundred days.
 

Changes being made by the Servicio in schools under its supervision are 
being copied by Rolivian educational authorities for other schools. The team 
of technicians who work amona the Servicio schools are demonstrating that super­
vision is tpchnicnl heln, whereas it his usually been identified with a rather 
futile inspectorial visit. 

HEALTH
 

The bilateral health anl sanitation program in Bolivia, which was started
 
in October 1942, grew out of a common understaniing and desire to strengthen
 
the people through public health measures and to improve the economic and
 
cultural ties between Bolivia ond the Uniteri States.
 

Developed also throu,7h the "Servicio" anproach, tho program grew under 
the joint efforts of both dolivian and United States personnel. During the
 
early stages of the Health Servicio, emphasis was given to malaria control,
 
medical care for the rubber workers, the construction of small hospitals and
 
laboratories and the training of personnel. Then came the designing and con­
struction o' health centers which were equipped and staffed with nationals.
 
These centers prevent and arrest disease through their several services, es­
pecially: maternal and child hygiene, immunizations, laboratory services, V.D. 
and T.B. control, health education, and many other services which reach into 
the homes of the people. 

The general objective of the Servicio is in the development of a nation­
wide program of public health in Bolivia, with mass applications of proven
 
techniques for the prevention and control of disease. The program is de­
veloped by demonstration projects in the fields of environmental sarita6ion,
 
preventive medicine, and health education, as well as curative medicine, and
 
it involves the training of public health personnel and the introduction of
 
the standards rin(d methods of 7ood public health practice.
 

Bolivia being a minin country, one of the biggest health problems in
 
industry is silicosis ihich afflicts about eight percent of the nation's
 
50,000 miners. The Servicio's activities in occupational health are di­
rected to the control of health hazards in industry and consequently to the
 
preservation of ]olivi'ls much needed manpower.
 

Results 

Jithin the Servicio public health program, the training of nationals has
 
had high priority. Servicio health centers have been a field of training for
 
doctocs, nurses, engineers, sanitary inspectors, lnboratory technicians,
 
auxiliaries, and other public health personnel. The first courses in public
 
health nursinr offered to Bolivian nurses have been given in the Servicio's
 
La Paz and Cochabamba health centers. Nurses needed in the health units es­
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tablished in the different geographical areas have all been trained in these
 
courses.
 

Scholarships for study in other Latin American countries or in the United
 
States have enabled professional personnel of the servicio to improve their
 
specialties and prepare themselves for their administrative responsibilities
 
as directors of the new services being established in their country. So far,

eighty-three training grants have been given to a carefully selected group

of doctors, nurses, en,ineers, laboratory technicians, administrative person­
nel, etc. M"ost of these recipients of felloships for graduate study are today

working in 'olivia in the fiel-I of public health.
 

A new health center, plannel and constructed by the Servicio, was inaug­
urated in the city of L Paz in Auust 1955. 
 This cit-' of 300,000, wdth a large
Indian population, now has two units of oreventive medicine. 
This Health Center 
is a concrete buildin- of four stories, with a floor space of 18,OOO souare feet.A modern and comlete center, it has the facilities for rendering the services 
of preventive medicine to about one-third of the total population of La Paz. 

A new health center of th2 !inistry of Public Health, located in a factory

workers' district, is ec-ipoped to serve another large se7ment 
 of the poonllation.
Standards and techniques introduced by the Servicio are adopted in this center.
 

Public health administration introduced by the ServiiLo has aided the
 
Ministry of Public Health in setting up job classifications, in standardizing

positions according to grades, and in reorganization alon- more functional
 
public health lines.
 

PUBLIC ROADS
 

The Highway Servicio started to operate in 1955 as 
an integral part of the

Ministry of Iu:lic W!orks an Comiunications. Maintenance of highways as prac­
ticed in the Un'ted Sfates is almost nonexistent in Bolivia. While a good
 
many roads have beAn built in the past, most of them are barely passable in

dry weath-r -nd are impoassable during rainy weather because of lack of main­
tenance. Althaugh 
 ruaris in 3olivia are now in a deplorable condition, it isbelieved that by apolyin7 molern and regular maintenance procedures to these 
roads they can be b)rought to a state where they can be depended upon for the 
transportation of qriculturql and manufactured products from producer to
 
consumer.
 

The org nization of the Highway Servicio has been patterned after other 
Servicios. Tha? internal or--tnizstion is similar to that of a United States 
State Highway Department consisting of four divisions headquartered in La Paz:
 

High-,aty Maintenance, Betterment and Equipment

:Iesearch and Testing
 
Plnnning and Designing
 
Acmini st ration
 

The field organization of the Servicio consists of three local district
 
engineer offices, in La P.z, 
Sucre and Tarija. These districts are further
 
subdivided into residencies and road sections. The organization is strictly

a maintenance set-up, but,due to the deplorable condition of the roads, 
some
 
betterment work ill be required. 



Durin- the first year it is planned to limit the roads under Servicio
 
maintenance to 2,000 kilometers. Roads were selected for maintengnce on the
 
basis of:
 

a) Absence of other economical means of transportation such as railroads 
b) Existin- ari cultural or mining areas ,.,ithout de-lendable and econom­

ical trans' ortation 
c) Traffic flow no-. and- notential traffic when roads are improved 
d) Potential n-ricultural areas 

The ,lan is to tr-in Bolivian uersonnel so that within four years they
 
can take over onerction -f the 9ervicio 
 alone and can form a backbone of trained
nersonnel for the consolidated 9olivian Hih.'a, Don'artment. Therfore, train­
iny of p,-.onni-L is an imnortant-phase in the Servicio's operation.
 

.esronsililit; for the ad!mini stration an, ' ooeration of this nrojcct is

carried by 3olivi'ln technicians to the extent 
th't oresent abilities IrIll ner­
mit. Durin' fiscal rT-ir 1956 seven oliviin techniciens were oro-r-mmed for
Unil,ed Stites trainin-, for periols var.vin- from si- monthsorder to one year, intb -t they Mn,r assme irecnter re.soonsibilities upon their -,'eturn. 

,zemilts 

.Jltou~b the >i-hw'iy Servicio is the youn-est of the four coonerative
servicios, its results have been almost irmediate. This fall the Servicio
 
started to maintir th,; YunaTs road, a vital artery to 
supply La Pa.z i-dth agri­
cultural prodiicts. '!hile in February 2956 only 835 vehicles per month traveled 
.n this rotIl, this nuber had increisedi to 4,110 in July minly because of
 
shorter haulin- time.
 

A, - "PUBLIC T'TI'IATIO 
In vie. r of thf urlent el-cl: of copetent d'instrators, the United States 

Ooertions i*isaion to olivi-1 has 'been 7ivin con.siderable attention to the 
orob.em of i,rovin th., lv. 02 com'.etence o" rju'dic officials. Durin- the
latter 'sart of 1955, the "ision entered into a project a lremen- iith the 
iovernment of olivia ani the UniversiLy of S,n Anlres un-Icr ,,hich the tech­
nical assiutnce of th- l!njve,-n ,, o' Te:"nessee ill be made ava-ilable to the 

ov .r-,,nt,rof -liri', th-,ui,Samnthe University of Sa , !ndres over a three-yenr 
'".,riol 'nli7-' in 195,o In addition to providin the professional staff and 
teaclin.r m teni~is "n'e ail for the establishent of the Trrainin7, Center in
La P', , th: n.ojct calls fe th, tr'iin 7 of -an avera.-e of four B3olivian 

oors each I the three-year rv 'iol, thus equippin- the Centery,, ,-n-
to as 1e resrnsibilitis its onaration a r l58.ull for 

The: ) -ry o" si-tive of the )eheol o , euW,lic A-hministrntion is to
str-nthen th 'inistrtive i-vicicnc- of the Rnliviln nublic service.
To rc"'arliahu tis ;n' .a,, the rchorl 'Ill (1) nrovide proTrnms of in­
s,-vic- tr' inl n-' 'ol v' mblie offici als,, (2) ena,7e in a pro-rrm of 
res-arch r lnt,- I t, th; iysi: of ,,, iinistr'ative r1.oblers writhin the r'::­
t2clLiv- br ::c'i of th, -re, :rnment, (3) est'1i.s a public a Iministr-tion li­
brasy, n,, (',) rend-r technic! conu~ltativc service.s to ',ovr.mcntal aaen­
cies. 

Th. school'sa ibrary as oF June 1, 1956 included apnrox~imately one 

A! 
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thousand titles received or on order representing approximately thirty-five

hundred volumes. Many of thesre are texts used for instructional purposes in 
the training program. Research projects currently in progress include the
 
preparation of a filin7 manual for public arzencies and a study of' the organiza­
tion and functioning of the Executive Branch of the government. Four Bolivians 
are presently in the United States for training, who, upon their return to 3o­
livia, -ill serve as members oP the school's staff. 

The Bolivian Public Administration Training Center is being parallelled by
the development of plans for establishment of a Bolivian civil Service system
under which it is hoped to create a basic framework conducive to a more effec­
tive administration of Bolivia's public services. 

US CIVIL AVIATION MISSION 

The objective of this "lission is to bring about and maintain in Bolivia
 
aviation staui ards ,and economy of operations similar to those in the United 
States.
 

There is a shortage of tr-ined technical personnel in Polivian aviation,

particularly in the field of rw.chanics; therefore, in order to meet one phase

of these objectivs, the Instituto Aeronautico Nacional, in Coehablmba, was
 
started about two years rn to train young Bolivians in rodern methods of Air­
craft Mechanics, The Fission has brou-ht about an aireement between the Bo­
livian Government and the Lloyd Aereo Boliviano (LAB) according to which the 
latter ill ooerate the school for a period of five years. The Bolivian Govern­
ment is to furnisq -iminimum of 3,500,000 Bs. per year for salaries and other 
expenses plus some surplurs aircraft and engines, and LAB is to furnish the
 
classroom facilities, shon facilities, transnortation for students, and other
 
current exnens(,s.
 

Policy guidance is given by a Board consisting of' the Director general of 
Civil aeronutics, the renerY, fO .... of Lloyd Aereo Boliviano and the Chief 
of Civil Aviation 11i sion. Considerable technical advice had been fiven to 
the national airline (L\kq) recardinr the modernization of their former DC-3
 
equinment while substantial assistance is also -iven in LAB's pilot training 
program. 
In adition, in fiscal year 1956 nearly $400,000 of development aid
 
funds were committed for the establishment of a centralized overhaul agency, 
also at Cochabamba, 

COLONIZATION 

Colonization is linit,, lmost entirely to the Santa Cruz area. Several 
branches of the Bolivian overnment are involved in colonization; however,
efforts are bein made by the United States Operations Mission and the Bo­
livian overnment to consolilate this work into the Bolivian Development 
Corporation.
 

Present colonization ,'forts may be divided into immigration projects
such ais the 3ettlmnent of q small group (15) of Italians, a larger group
of Okinawans (400), as well as two Mennonite colonies from Paraguay, and 
projects of internal migration which endeavor to bring indigenous people
down from the highlands to mor:e promisin7 agri cultural areas. A typical
example of the latter is the soldier colonization project near Santa Cruz 
which consists of a pln to bring down conscripts for the entire period 
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of their military service, making them work in agriculture in the hope that a
certain percentage of them will decide to settle down in the area.
 

PETROLEUM DEVELOPMENT
 

Assistance was requested by the Bolivian Government to develop a petrol­eum code designed to encourage substantial private United States investment
in petroleum, following the pattern already established in Peru and Venezuela.
Existing petroleum le-islation in Bolivia was rather antiquated and generally
unsatisfactory from the point of view of attracting foreiqn investment.
 

Petroleum is one of the several promisin 
ntural resources in Bolivia
which in time mi-ht make an impact on Bolivia's balance of payments. 
For this
reason immediate iseistance was rendered in the form of securin- a privateorginization to draft a petroleum code. The sum of ;60,000 was obligatedDevelopment Assistance funds in order to contract the services of Messrs. 
from 

Schuster and Davenport of Hew York to do the job which was completed by the end
 
of 1955.
 

'LEOLO'IICAL SP'fDY OF '.UE LA PAZ AIEA 

The purpose of the La Paz City geology project was to collect factual
data for use in city nlatnin and to prevent l,ndslides. Results of soecial
studies on landeli,les were left i.rith the city orficials and include recom­mendations for correctivo measures anl outline Drocedures to be followed duringthe ne-± severail years. A city zoning remp was made to serve as a guide for 
foundaition conditions.
 

MINING
 

During the art 1955latter of the private engineering firm of Ford,Bacon : Davis, Inc., wa5 contracted tc 
make a study of the Bolivian mining

industry as itl as to make recomriend]ations for its future development. 

Since mining if; the principil comnonent the theof 3olivian economly,primory ohj,,ctiv- of the 1ininrBolivian 'lission is to furnish the BolivianGover-,mont .'-'cific iractical r, coune idations ,,'hich c-n actedbe unon to
pcvmit the minin, inuhetry oP 3olivia to make - ma-ximum contribution to the
 
na-tional 'dconl)my.
 

The recomronmi.-lktion- -ill consider all nh.isos of the entire mining in­dustry. from ore .xt-lc ,ion, beneficiation, smelting, transportation, oran­ization -n, m'Ina.7,-,,ne, l,. , financi'all, social -nd 2imilar general con­side,ions to mnrketin and development of new mining proerties. 
 Therccormn1'Jtions '-il -iv. considleration to tl- physical operations of themines, selection an' traininfr personnel. Serious consideration is 7iven tolabor. The rcor,,nen',anion, nil] -u-,,est ck'nnnes in the minin, and commercial 
la:-,I andco,-lee of, livi't, r.uations dccrces, in order to attract cinital 

inves tinert. 

Ph,_ study cover s th, arincipal minerals of Tolivia, includin- tin, lead,zinc, antimonyr, coppr,siver, gold, tungsten, manganese, sulphur, asbestos,and others, ,'1ich mar contribute to the ornnomy of olivin. Particu.,r atter­tion i:i givn to tin aind the technical and economic feasibility of a tinsmelter. 
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MONETARY POLICY
 

In view of the fact that the present inflation, coupled with a system

of excessive controls and faulty monetary policy, has been one of the big
obstacles to sound economic development, the United States Operations Mission
 
to Bolivia,at the request of the Bolivian Government,is now bringing a three
 man financial mission to carry out a program of monetary stabilization. The
basic decree setting up a stabilization council was issued on Auust 4, 195
 

TRAINING PROGRAM 

The Training Prooram is 
an integral part of the Technical Assistance Pro­gram. The purpose of this program is to supply Bolivia with better qualified
technicians who can assist and take over jobs now filled by United States tech­nicians. 
About 80% of this program is carried on in conjunction with the six
divisions of the United States Operations Mission to Bolivia (Agriculture, Edu­cation, Health and Sanitation, Roads, andCivil Aviation Public Administration). 

In addition, training assistance is given to participants from the Geo­
detic Survey Mission to Bolivia and the United States Army and Air Force

Missions to Bolivia. The latter assistance is given to Bolivian Army person­
nel solely for the purpose of perfecting technical skills that have a bearing
on the economic development of Bolivia and should not be confused with de­fense assistance. Training assistance is also rendered in the field of labor.
In a few instances, assistance is given to Bolivians in the field of industry.
 

One of the main difficulties of the Training Pro-ram is the poor English

proficiency of most applicants. 
In order to check this problem, the Mission

has set up an orientation at the CentroEn-lish course Boliviano Americano.However, not all participants are able to take advantage of this specialized
 
course. In the coming year it is hoped to have similar English orientation
 
courses in Cochabamba and Santa Cruz, in order that more participants ;,-n be
reached. 
 Another measure bcing taken to curb the sending of Bolivian techni­cians to the United States whose En-lish proficiency is very poor is to find
adequate trainin- centers in other Spanish speaking countries. It would not

be difficult to predict that in the coming years more than 501 of all Bo­
livian participants will be sent to other Spanish speaking countries for
 
training,
 

OTAEi AID PDOGritIS IN 7IlE COUNTRY 

In 1949 the United Nations sent. a preparatory Mission consistin- ofthree persons to Bolivia. On the foundation of this group's work, a UnitedNations Mission to Bolivi- was or-anized following the September 14, 1949request of the Dolivin Government, and final agreement as to its purnose andorganization was reached April 13, 1950. This Mission, consisting ofproximately 22 persons headed by Dr. H. J. Keenleyside, 
ap­

worked in La Paz be­tween April 18, 1950 and August 11, 1950, producing the "Keenleyside Report"summarizin- the more important social and economic problems then facing Bo­
livia an1 suggesting practicil Steps that could be taken to promote their 
solution. 

In October 1951, the Government of Bolivia and the United Nations signedan agreement (revised in May 1953) providing the basis for the programs car­ried out since 1952 when special personnel began implementing the Keerleyside 
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Mission's recommendaLions. 

The assisLance of United Nations agencies in Bolivia has experienced
a continuous growth. There has been close coordination between the localUnited Nations AdmIinistration and its technicians, and that of the United
States Operations ission. Such coordination has prevented duplication ofefforts and permitted supplementary - speciqlized assistance where needed.
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IX. GROSS HATIO1AL Pa'ODUCT 

problems of Estimation
 

To draw up the national accounts for Bolivia is most dif"icult in 
view of the lack of statistical data Not only is there a orobler of 
the absence of certain statis',ias, but also, arid much more imnortant, a 
problem in that th: base of some of the statistics tht -1ru ava3ilable is 
frequently quite weak,
 

What complicates the problem oven -aoro is the fact th'-, during the
 
past few years the country went throuh a social revolution, the effects
 
of which cannot be measured in quantitative terms r.ith the tools avail­
able. For instance, it is alImost imqo ssible to leter"ine vhethc'r the
 
obvious drop in market-directed aricultural oroluction may h'ave been off­
set at least to some extent by increased production and liom consFumption 
on the part of the Indians themselves. In most other secto_'s of th.,- economy
there are serious distortions because of .ifferential exohanga rat(-.s; yet 
here we can at least come to some sort of tporoy iation 

In adlition to thi, it is obvious tha-t the c llooinrr inflation during

the past few years tends to throw off whatever reliable (i-ta that miaht be
 
available, while the La Paz cost of livin, ind-ex is likely 
to p:oluce
 
figures 
of rather dubious value if used as a Hcflator 

Obviously, an economic study of any country, as well. a a develop­
ment program, should be conducted in specific nnd quantitative terms. A 
proper analysis of the various accounts ill frequently reveal certain 
trends or facts w!hich hitherto went unnoticed and which can be of utmostimportance in making a lon- range appraisal of aiy country. Furthermore, 

before we can allocate priorities we must have the facts as to how na­
tional income has been increasin, or decreasin7
 

Danger in Making an Estimate 

Althou-h under normal conditions ,we could not even be~in to drow 
up an intellient nnalysis or plan without such data, in 3olivia ths do­
ficiency appears to be less serious since what Bolivia needs at Lhe rao-­
ment is not so much a lon- ran-e development plan, which would cal] 'or 
a rather careful analysis of the respoctlve accounts, but simply anumber 
of emergency measures which will prevent a further brea,!hIown of the 
economy durin- the next few years Fo,' this reason, the next ch'tpte:, 
does not even make any ref',rence to the data mentioned h,, Thre is 
another reason for this. In a country like i3olivi:,, any estim'at,: of 
the gross n-ational .roduct involves a certain ramount of subj,(ctiw-. de­
cisions in evaluating data. Thus, the estimat, could very well vary 
depending on the nerson who prepared it.
 

As a matter o1' fact in view of the danp,r of supa:rfici cl interpretatious., 
we would have preferred to omit any reference to Bolivia s national acCoun'.s, 
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especially since such a reference is not essential for our type of study. 
 To
 
anybody who has taken the trouble to acquaint himself faintly vwith the Bolivian
 
economy, it is obvious that the gross national product has -one down in the pa st 
four years. It would undoubtedly be helpful to know rhether the exact percen­
tage of the drop is 5, 15 or 201Z. However, the fact that there appeirs to be
 
a drop, and to knol; the reason for this drop, w,-ould ste:n more important in 
this picture than to know the e-act percentage of the lecrease. Therefore, 
we would liketo stress .gain that any analysis of B3olivi;_,s national income at 
this time is likely to be subject to very serious erro1 's. 

Lack of Data for Comparison 

Another problem is that even if we could arrive ai. i more or less ade­
quate estimate of Irolivi 's, gfoss national product and L- national income,
there are hardly any data 'or compgrison. All theft is e sently available 
in the wy of nationl income statisics is an estimate .'iFde in 1940 by
Mr. L. 1L. Dorringuez 2_/, an estimate by the Crntrtl TRwk ,.de in 1948 which 
refers to only four sectors of the economy (mining, ngri ,uLture, manufactnirin,
and petroleum), a study made by 1,T-. Marco Polln'r, i n1ed5i 2/, and 
an unpublished study prenarerl Iy 11r. JosA C-india coverin , more recent years
(up to 1953). 

Thorse who are interested in comparative figures may 'ind some consola­
tion in the fcllo;;ing rata. .\ccorlii to Pollnr, Bolivi.'s national income 
during 1949 amounted to 13s. 25,513 million or -oughly US '250 million, which 
at that tim c rme to ome "3 per person. Thi-, figure is "aimittedly unre­
liable but, as Pollner outs it, "-'in estimate, no matter ht)- crude, is better 
than no estimate a.t all". rcoriding to Polln- 's finiint the agricultural 
sector represents by f -r the most important po:.tion of Lhe national product.
Minin- is less important than one would think t first sighs because of 
smelting costs anl othur I'>ucLions which redice the value : dded. If we con­
sider Lh' t t in 1949 3olivia import-,' considerar, I amounts o' 'gricultural. pro­
ducts such as sugar, wheat and rice, and that Pollner more (-,r less arb'trarily
raised the volume of fruit production which, in his analysei;, is about equal 
to all other aricultural crops, one feels inclined to nuestion these views 
on the relative importance of minin- and agricilture. Likewise, some other 
figures on agricultural proluction anpear to 1h based on data given by the 
Ministry of Agriculture, which even today lack: a solid basis. Pollner's 
relative percentages of national incime are as follows: Agriculture, 54.e/-;
Mining, iC.2'; Petrolei.m, 0.3,; Mnufacturin-, '.O0%; lerisb, f.2"; Construc­
tion, 0.7o; Bankin, 0.8,1; fr'ansportation, O.,; Services, 1.6/.; Public 
Administration and Defense, 4/, and w.rholesale nnd rotail tr..e, 7%o 

In our oim estimate, these relative percenta-es arc vqsItly different 
which would seem to lead to the conclusion that Pol]ner's data and those 
of the pregent stuidy do not offer much basis for comparison. 

1955 Domestic cross Product 

Coming now to an estimate for 1955, the respective figures are as
 
follo.1s:
 
_/ Conference on Research in Income 
 & Wealth, Studies in Income & Wealth, Vol. 

10, National Income Estimates of Latin American Countries. 
2/ '.D. Pollner, Problems of National Income Estimation in Bolivia, MA Thesis, 

Ne York University, 1952. 

http:follo.1s


0195 GROSS "DONESTIC ROUC (ESTIMATED) 0r LIV 

In4 iiin o Bs.I iJons: Of S 

68-800,1uljturef I j-0I.,20 
WholIesale& Retail'Trade :32 "0'12'35 10
"Industry 6,
 
Services~ 16,250 ~ 10)833~
 
Aovernment Sector 
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Petroleum 7 j 13 220:' .,q88~32
RentS :122 10 
Construction 
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'GrossDo usti6cp oduct .44 0
 
at 1,arket Prices35,2 2,746 :,6 

In order ooti h nto~nco e we wtild h,-ve to dedluct froni thi's ­
figure alliindire'ct taxe s and deoreciationfas follol-is: 

.JIJ -Lll n~s o B .0 n 11 ions ofU S$S 
ro srs DmsiPrdct -at~marketv prices 335;620 < 223,,746

3Lssndirect taxes, 3o,562' 20''-34:

~Gives: 

SLess: Depreciation. 6
 

xies Nationa31 Income'29'86165
 

:, Grross 'Product at factor.cost 305,058 2030372 

llethodolo_ y ? 

.To,obtain, the 'above figures the following~procedure wa used: 
secto tha' of ficial -­data ~rj h2~S7The respective figures were adjusted with' theN fi tires of the Agriculturl1

7 -"Servicio'for -basic cos(rice, Iwheat,!_etc.), rice s oagricuturalnro
lut ere c.onverted,intQ dollars at ~the 1955 ypr~rate of 'Bs.1500~US: $1. 00.' To' -dul ,hc th 6ef igures:an.,estim-ate was made of ~agriicu1.turiJ pductio'_ntebsso a~t wihw~add ~ J~ ~ 

cultural wdorkers 'in~the' 'country, was calculated' on the basiso saple su
 
after Ithe corre~spondin _ int r}'rotatlon,. bei 0oiih
wered,' 1c~~ P.o 


de~enthn vl's arcipated. 

' In 4the -mininfy sector the fgro',val'Ue~of exorts~wa ak base fro­
which were~deducted smeltin,7costs freight, insbrance~ancpurchasq.f~rm
opther entities .whic' a~tte'4 ,were estimated at 11%o th rs all~ 

In th perlu sco ctual1955 outp~ut of cru$d0 aclul- o' 
3. pe b rrl~ddutin,15 j-3 obtaaai ofth u :t X1

added 
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and ~ iu verc'ehn convorted. 154partti y- rado
e- fciv V 

o -obtain' ' '~ti nc~~~~c the '125 ,d gth 4igu~ 
oeu a~is' taken as a base takingonly'thoS'e pe rio' work:D; ee fl IV 

-in-comne-tI -dat a 
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Domestic Product-, > 

llAnufacturingy30 

Imports 
 4 

Foodstuffs 5%
 

Manufactured foods, 2OQ. 

For th other six sectors which togiether comne-'t&"about.15% of the r .S'J 

product,6 similar expedients had to be-used which we shall not6 diSCUSS' in fud-.ther detail.t,' a "A'' . 

In order ootana estimeate of indirect. t",..ation, neel I ahecal",-* 
,.culation o0 Boliv~ia ' n~ational ihcore 6all- income f rom dire ct traixation a''S 

"A calcu)lated fe wihthi su ia eutcro nross 2creat. 
wa e, uc' A,, 
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13oIJ ia o.7 flliia o o 8 1-11A" ""' 

of 1the~low,eot~in LLtin A 
Ac~1' 'A 5 '' 

t i A'oms ~5~whchisono ri~c& 

AZ~ A ZA 
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~ X~. PLANING 

Princia' Entities' En-a&o d in Plannin7 >
 
Bolivia s~
InOi1view~n st can tpae alln 

comes,_ of major ixmportnce peOnl ado~u fint'.-n n__ca~in, a ro~uex o. ii 

d~one 	by ,various ia neire thee ei Amnr bemmcs.- ngte~n -tiAo 0-paolivianiocn'.
1h~gCommisio the IjBn1Avian, DeVolopmnt Corpora~don,


vNr)tionq' Techi'cal, iA and Unitednn~ 'O rat',on " Iis
 
met in 	 teI-Ui I-­

nce 	 0tte 

~Al of..these_ -roups hav&'had.tl -)ea.Tc ntdN
 
~; has ha'd from, .ifty: to*si'xty techh& ians in ]39 livia durin 
 he p,7gstf ewlyenumber o6f these, expert , have' err tvaabl~rprsb ~d .n pe pr,9s 'e lua~e,.reprts onceraispecializei,3pe'cts of. the'7'Boiiain economyTr 4On . of. the prb int 

Stechniical~assac work, 'however;, has been'the implemntation2'of the"recom-,
made Sin the Boli 'an Govruui g ntdif fiulty in pr.-,,,'-m 

Sviding, the necessary funds, it, can implement only~t oso' su-geotios ,hio1not'involve a large.-expenditu'e~of money.-
The Bolivian Planning .Commisso s~ilair.%p1rblemn snmis~enLcn 

it unds are quiite limited," vrAch riiakQesit, difficultt maintain co 'eten 
~~1~ staff The, Jivin Dvlpment4 orpora ion. iT in- a3 10gtlbttr~~o

itsorjects.,'Altog inte Developoment Corporation the emphasis is'n u-nal.on'implementation, the agency "does a,~substantia~l~amoun of lannin 'also.' 

~The 	United.S1tates Operations Missioni has come to Boliamoeorlss-n an emergency.basis.,'.It has" eAdaii~iisob been ealinggenerally with the solution of, i-
Smediate- problems",, leaving;,the longer rang-e 4plarinin7, to~thie other waye-L"
Scies., One of'.its minnp"robl m~s h~as been the shra7 ofaete eohn~ 

in the field'to'carr out projects.
 

Duin ~teps ear it 4has been tried to bring- aibou~ta'ichcos c­
ordination between, wie:Ui Nainsad h Uied3etsTehicl~$ ' 	 Assistance 16issions., 1The&-two groups co'uld comfpJlement'c oterin,,a
ideal' fashion since' the- rlrst',one~has many specialists'who can dra.w~uPlas,5,while thel'sedond4o~ne' isi:apoiio to imliiei sone oLS

s~n:,~ithen foimem~i .'~ fese pertlzthermore, be'cause -of:their" ~work n 	 sd,aretd~'f~'ieytodisc'over-new-'possibiiities whihheret6fore-Lhaduone. unoti'ced" -LIn­th~is way.hey* could play a vital rol~e ink-the deveoment~ of new planS. 

Presen Tye ofi'iannin ~tk4 -

1 h Althoe h D"ol a plnnn freuetl tends to4 be mni more real is t16cthasme f the pans dri unoa ub r ohor countr'ies, it oooaa­
ionaly-'tends to gotoad
-h grnib Afte Sat Cruz~ C-o a­

baii~~~ihihty ned the high ands ihthe .'Santa' Cruz -'ar'ea,naturally a 4desire~to -,'roidea'similar connecotn jb.ew en hShg 
andn ,Eeni area,-- even~i tho dee ment &"ft- Sant "Cruz a~rea, ef 
'was carce y ,started.' Likewse reL is 0~o flcy' t eafte he, ,,
possibiiip sonme of 'Boli'i _s untapped.re souces such as ro-d 

74' 
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electric power, petroleum and forest resources, most of -lich reiaained un­
tapped for rather good rea'sons. A siril".r tendency exists in discounting
existing resources such as minin- tnd hi :hland -griculturc 'is compared ith

the charm of the unknown. %o,-d r.x<mmles 
 of th,h latter .re such ambitious
projects qs the onte Punco -nd }a.r hydroelectric :roicts-1 'hich l'tter
would create - sort of a Tennessee Vidlcy riturtin in the vJ c~t of the Bo­

irlderness.livian 

It seems important to mention this n'mint since soPe d.: -em! to or­
get th-,t Bolivi-'s :rincipl -a-blem Aurin- the n:-{ five y&inrs i' not to
draw up long range development roj'cts but to fi 'uraout ;,'y> to kr-mt .oinc,
which Aill call for in investment in nrojectL; ,hich cn give ,fiiest i Umeciate
returns such ;is mininc, cheaper brrnsportatin "nd hi-h pliins or valley ogri­
culture.
 

Regrdless of some of these more grindiose schem-s, however, it is

gratifying to see 
that there exist also sorm very re'listic elhnning. Perhaps
one of ths best enrmules of this i:s the overall Jevlooment plnn w'hich wvs prepare in December 1954 by Poreiln ini, ter .,'tec 'uevara Arze. Its main 
concepts mey be summarized as foll.ows: 

(1) "ining, ,hich ha: been proviling nearly all of Bolivia's foreign
exchange income for a -o, !iny ye-rs, i; n vmnihin- ,ro:-oct sinrce many

of the existin7 tin mines ar grd-Lually becoming de:Clcted. 
 Thus, oresent

income from miner-ls - as lonI s it lasts - shoull he us,. 1 to diversify Bo­
livia's economy. To heln mrintftin 3olivia s 'nrreentincome f'o:i minerals 
-ac
 
possible the plan advocates:
 

a. Greater mechanization of the mines to cut production costs.
 
b. Upr-ding of the ore content to save trans'-ortation exenditures. 
c. The establishment of 
a tin smelter in Bolivia to save on real..
 

ization costs.
 
d. Increased prospectina to find new deposits.
 

(2) The development of petroleum - Bolivia's most recent 
resource ­
should be stressed. Sufficient incentives should he given to private industry
 
to help develop these resources.
 

(3) Since Boliria is annually importing about $25.9 million worth of
 
sugar, livestock, wheat, rice, cotton, fats and oils Z/, which could be
 
produced in the country, full emphasis should be placed on the further de­
velopment of the SAnta Cruz area, not 
only as a means to achieve this goal

but also to provide a future outlet for the Indian 
opulation on the high­
lands.
 

(4) Along rith Santa Cru-, other areas 
should be developed such as
 
the Beni (cattle and tropical crops), Villamontes (cotton), Cochabamba and
 
Tarija (wherat rnd corn), and to 
a lesser extent the high plains (barley).
 

(5) Roads, river transportation an( air.strips should be developed to
 
connect the various now isolated parts of the Republic with the high plains.
 

]-/ See Page 124
 
Average for the period 1951-.955
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(6) Industrii develcl.,ment ,zhould !e carried ,.ut through :)ri, t.e industry, 

(7) Technical education and vocational training should be stres.sei to
 
prepare the Indians for a further integration into the national econc.wy.
 

The Guevara an has great merits. it certainly has a sense of realism.
 
However, suome of its concepts, and particularly some of the prioritie 7,Ino­
-ated, could be que,:3tioned in -- ew of Poclivii'., desperatc' nced for projects

which will _how more iumediate returns both as dollar saver, and dollr
as 
earners. Another point is that the Xuevara plan constitutes only a .ne.time
 
effort. it waps dr's'n up principally for the puroose of .howin' 
the neec fcr
 
increase<) UniteJ States 
ald tr 9olivio owever, c!annin- cannot be i:ne .n
 
a one-tiime busi% It is i continuous pro-ss.
 

An,tfher ,_ ofe,.,proper rl3nnina in Bolivia at the lower level cn-i­
-tutes th,.. yc.,,-ya P],1n )-ep,,1red by Nir- X,-vie-r Caballero. The basic line .-; 

thought ef 11,1h1 "n to they. as bi'n- baj'k procluction ncir lo:st by agre.:'
1

the x,n

reform thr--,h the formation of Irilian C perativ-s in one nrovince, n.;.-Jy,

the Ayon-ryA provinco in the Department of Cochabainba. The scheme appears t
 
be very :lover for the following re.7sons:
 

Fir st, it h: selected --n intermediate hihland-valley area so that
 
highland Indirns 
who could settle in the aree will not lose all contacts
 
with their roitivez.. Internal migration within smll -eo-raphical distance,
 
appears most important from a sociological point of view such as the cult of
 
the death at v'rlous times of the year.
 

Second, the area has alv.ays been highly productive and consists - most
 
interestingly - of Quechua Indians who, having the best soils, 
are engaged in
 
agriculture, annd Aymara settlers who graze large herds of sheep and other
 
animals on the higher and less fertile regions.
 

Third, the plan env-isages the restoration of the factor management which 
used to be provided by the ownmer of the large hacienda, by means of simple
persuasion of the indians. 
 Thus the plan is to select a small number of in­
dividuals whc E'peak Aymara and Quechua and train them rapidly in cooperativs
and farm management. This nucleus of people will go out and convince the 
Indians that by accepting their leadership they can again attain the pro­
duction of the oI.-1 hacienda while this time they 4Ill 7et all the benefits 
themselves. - e at earp will be ex.ercised in selecting for thi,, nuro,-,e. 
only tho-3e people wiho like cr,untry life nnd, in view of the lan-mage hr.,­
rier., no foreign techni- i'nr will op:erate at this lev-,. 't the higher
level, the plnn will be directed by three or four qualified technicl­
in the '!inistry of Indian Affairs. 

Fourth, the pl-in insists that except for some roadbuilding, no help 
be given to the Indians unless they pay for it themselves out of actual 
production.
 

The attraction of this plan is that, if suCcessful, it could have an 
immeudit3 impct on baidly needed ,ricultural proluction in (ne rea ion. 
FurthermCre, since the peasants in the ,qr.a once y,:'oducel .l-, ,uantities 
of potatoes under' proper leaderhip, they could bring back thi.; production
rnp.irly throuth the efforts of these newly trained technicians who would 
reiJe permanently in each of the old haciendas and take over th now lost 

http:econc.wy
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management function. Financial success of the scheme is likely to attract new
 
settlers from the high plains making the scheme more or less self-generating.
 

We have on purpose discussed this plan somewhat in detail since it seems
 
to avoid making the usual errors which are so often found in similar projects.

For instance it avoids bringing high priced foreign technicians who insist on
 
the living quarters they normally should expect and which gives the Indian the
 
feeling that he is still working for the old overlords. It takes into account
 
the sociological factors involved in migration. It is attractive from an
 
economic point of view since it tends to increase production by self-help,
 
giving hardly anything free which in turn will tend to increase the Indians'
 
confidence in the scheme, since frequently their first reaction appears to be
 
that a free gift may be taken away as quickly as it was given. Furthermore,
 
once the Indian gets away from this feeling and gets accustomed to accepting
 
things for free there is no limit to his new demands.
 

The Need for a Reorganized Planning Board
 

To assure the proper type of planning in Bolivia, it would be necessary
 
to put all planning activities, which are now dispersed, under the central
 
control of a reorganized Planning Board. This Board would have to review
 
all projects presented by whatever agency or department of the government
 
and would allocate the proper priorities. It would also have to coordinate
 
government projects with those of private industry. Most important, it would
 
have to have some sort of direct control over the flow of development funds,
 
and it would have to be consulted on financial and monetary policy.
 

This point is far from theoretical, for in the more remote past, Bolivian
 
planning has been extremely wasteful. As an example, we could just mention a
 
number of highly dubious projects, such as the La Paz - Beni railroad which
 
remained a project after some 54 kilometers had been built; the Cochabamba-

Santa Cruz railroad which came to a halt after the construction of some 155
 
kilometers and which was superseded by the construction of a highway; the
 
Sucre cement plant which was put up in a most uneconomical location insofar
 
as transportation costs are concerned; the Sucre oil refinery which never
 
worked at full capacity for lack of a market; and the Sucre hydroelectric
 
project which ended up as a diesel plant. A number of projects now under ex­
ecution may evoke similar comments in the future.
 

For this reacon it would seem to be most essential that some general 
criteria be drawn up first as to trie general principles of resources develop­
ment in Bolivia, such as multiple purpose of proj ts .reiate contribu­
tion to the national economy through the savin foce{g exchange, area 
integration, sustained use, minimum waste, wide distribution of benefits,
 
maximizing net returns, proper conservation of revenues, sharing of costs
 
and responsibilities among various government entities (local, provincial,
 
national), adequate consideration of sociological and anthropological as­
pects, as well as of non-measurable aspects. These latter aspec.-ts are par­
ticularly important since they are frequently being overlooked in Bolivian
 
planning.
 

Another point in Bolivian planning is the establishment of an adequate 
time table. No new plans should be started before the previous ones have 
been carried out, to limit the number of "unfinished job," which tend to 

/I 
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have an inflationary effect,
 

Since planning, particularly in Boliv-a, is a complex prccess it cannot
 
be carried out by one perscn or group, Consenuently, the pianning board will
 
have to draw heavily on the experienced people who are available in the var­
ious sectors of the economy such as mining, petrolemn, agriculture; banking, 
industry, public works, communications, nublic administration, health and 
education. This moans that the function of the Plqnnin7 Bonrl should become 
more or less a staff function, constantly revi.'in7 oro.jects which are being 
developed at the lower and technical levels anl testing them in the light of 
a well-defined over-all phiioronhy. Althouh 3rolivia has had the help of a 
number of foreign experts, it should not be for-otten that uuite a few com­
petent people exist ri-ht nox; in the country. "iakin- a nroner use of these 
people would be of the utmost imnortance since ideally basic plannin. should 
be done by Dolivians ith foreign exo-erts merely rendering the necessary 
assistance,
 

The Need for Lette_Sttistics 

Another probiem directly connected with plqnnin- is the lack of statis­
tics in the country, Unle s such statistics are available, no adequate com­
prehenvise plannin,7 will b- possible, and haphazard sector olanning is likely 
to result, For ex'rnple, even ,ody 3olivia la-cks in of'Ficial censutj. of mining 
and manufacturin industxlies. lthou-h there exists central bureau of sta­
tistics which is ,reatly handi anpei by a constant lIck ,oC funds, many agencies 
of the government try tu Leen their own statistics. decently a United Nations 
expert drew un two olarin, one for the recrganization of the Planning Como­
mission, and one for the ,at'htrin- of adeniuate statistics, both of which have 
great merit l/.
 

The Need for Cormarehensive Planning 

Bolivia is badly in nee( of a different apnroach to planning. As in 
most undeveloped countries, it has followed the sector approach, hopping 
from one problem to another without an adeouate effort to attack the sit­
uation as a whole. I'hus RBlivian olinners have been trYing to meet one 
crisis after another ith mruny more to come. 

IJhat is needl, no,, s, in over-all emergency program which will make 
the best use of inojivia':s avj'ilable resources and which will help stimulate 
private initiative, with a strong emrphasis on the solution -f certain prol­
lems _n the socie-.-econcraac field, Secrnt plannin, can well bacikfire in lio-
Iivia. Sector olannin- in hr Ith may agravate populttion nr',bl-ms in 
certain areas; in agricuLt.ure it my draw- clt attcntion from the mines, 
Boliviats basic source - f inc-,e, and in petroleum it may 'eselt in a mis­
direction of resources.
 

Drairing u) an irnucliate progia, . for Dolivia is not easy since the 
country has very few resource' left, to finance such a pro-,ram. 3olivia's 
credit with the 1.csort-Imaort B'nk has been stretched to the imit. World 
Bank financing is out of the iuel.tion iE, lons as the country has not settled 
its private debt, while in the near future IBolivia will hnve to i)rovide some 

/i_/ ecommendations drawn up by Mr. J, Perlman 
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the 	country's standing in international financial circles. 
 Although it is
obvious that Bolivia~s capacity to pay is .uite limited, it is equally ob­vious that the foreign lenders are not 
join7 to insist on the last pound of

flesh, particularly since back interest is ab-ut tw.ice ,ismuch 
is the imount
originally lent. Therefore, in hz; case or 'olivia the gesture itself' would
be far more important than the ultimate amount of the settlem6nt. 

The present monetary policy should be "omplete]y revised in the light
of the unavoidable realities in order to establish a free rateat of exchangean early date. This system wou.d rcplace the oresent inlirect subsidies ­which have a tendency to take away all incentives -nd to encourae ,ll sorts
of corruption - with directly and clearly visible subsidies (if necessary) 

The 	present rigid control of the economy through artificially low prices
and 	 endless amounts of paper work in the forn of oerrits and licenses fornearly everything is incompatible with a dynaunic development program since it 
completely vitiates the role of private investment 

Since the lack of labor discipl'ne and labor productivit.y are one ofthe 	principal driving forces behind the inflation, the government should 
try 	to enforce at least a minimum amount of labor discipline
 

To provide labor with some real benefits the present labor and social

legislation should be renlnced by a ,ore realistic one which iould em­phasize both labr's and manpgementis common interest in high productivity
Only in this manner can the social benefits established in such a law acquire
some real meaning; 
even more important would be the enforcement of such a law 
in an impartial and fair manner, 

General Requirements
 

A good many of Bolivia's economic problems can be reduced to a lack

of public administration rather than to 
a lack of resources. To remedy
this situation more promising young men should be 7iven scholarship grants
to study abroad while at the 
same time a professional civil service should
be established, A qreaber decentrilization would also be essential in es­tablishing a more efficient system of government, It is difficult to see
that Bolivia could do all this at this moment without outside help. There­fore, the suggestion made in the Keenleyside Report that the Bolivian Gov­ernment obtain the services of a number of competent and experienced ad­ministrative officials to be appointed on a temporary basis to positions
of influence and authority as integral members of the Bolivinn Civil Serv­ice is itill valid. The only modification of this original proposal would
be that for the sake of coordination and uniformity of procedure these
officials should all be recruited from one country instead of from a variety

of countries.
 

Since adequate comprehensive planning cannot be done without sta­tistics, it is rcoommended that the report drawn up by the United Nationsexpert, Mr. j. Perlman, dated February 17, 1956, TAA/BOL/9, be implemented
 
at an early date.
 

A revamped Planning Boar 
i/ should be formed which will:
 

i_/ 	It is to be expected that for the time being some of the functions

outlined below would have to be exercised by the Stabilization Council.
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1. Periodically review the development plan.

2. Coordinate the development programs of the various Ministries
 

and of the Bolivian Development Corporation.
3. 	 Review exidstina legislation ani draw up new laws for the eco­

nomic progress of the country.
4. Coordinate requests for assistance from internationnl agencies.

5. Approve requests for loans. 
6. Handle applications from private investors.
 
7. Promote attractive development 'pr.Jectsabroad in or,,er to at­

tract 	private capital for them.
8. Act as a board which will review the legitimate complaints from 

private investors.
 

This Plannina Board should work under the direct supervision of the Pres­
ident of the Republic who would act as its Chairman. It should be assistedby a top level foreign planning expert who would act as secretary. The Board 
should meet at least once a month.
 

Banks, if properly organized, can plan an important role in economic 
development. 
 Bolivia's present bankin- system is quite antiquated and the
promulgation of a new bankin7 law would seem to be a high priority project.In addition to this, there is a dire need for an Economic Development Bank

w-'hich 	 would more or less combine some of the features of the edsing Mffiningand Agricultural Banks which appear to have failed as -ffective instruments 
to develop private initiative. Once established, it could1 aiso take over a
number of activiles which are now carried 
out by the Bolivian Development
Corporation which has gralunlly gro,m into an institution which i- largely
engaged in the execution of lon7 term development pr'jects sponsored by the
 
government instead of carryin- out the self-liquidating projects which it
 
wgas originally supposed to carry out.
 

Specific Requirements
 

As we saw, nearly all of Bolivia's foreiqn exchange income is still
 
derived from minin-. Today there are still a number of small mines which

have good possibilities for development. Therefore, to realize their po­tential, a hi-h priority should be given to the development of the medium

sized 	and small private mines 	both through the direct aid oC a Development
Bank and throu7h the establishment of .reater incentives.
 

To attract private foreign capital to the Bolivian mining industry,

is essential that Bolivia draw up an attractive new mining code at 

it
 
an early


date. In the case of petroleum the drawing up of 	such a code had almost im­
mediate resullts in the form of the three contracts entered into with the
 
Gulf Oil Corporation.
 

As a further incentive to the private mining industry, a reorganiza­
tion of the Mining Bank would 	 seem to be of the hig-hest priority. Insofar 
as the mining industry as a whole is concerned, it would, of course, be
 necessary to implement the recommendations made by Ford, Bacon end Davis, Inc.
 

One of the bi"gg.st problems of the private mining industry has been a

lack of adequate transportation which tends to make a nwuber of relatively

good mines only marginal producers. To increase the output of these mines
 

/ 
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immediately it is suggested that sufficient transportation equipment be placed

at their disposal as well as that the folloiini roads be marintained more ade­
quately: 

1 - Oruro-Potosi, 320 kilometers.
 
2 - Sucre-Poto!3f, 150 kilometers.
 
3 - Several tyoical mine roads in the Departments of La Paz,

Potosf, Oruro and Chuquisaca, which have already been 
studied by the Hi-hway Serviclo. 

Since exploration has laged far behind in Bolivia for a number of years,
it is suggested that a continuing 7eoloical and mineral survey be set up

at an early date so that the small private mines liho cannot afford to make a
large investment in explorntion will knov, where to look and what to look for. 
This type of work will call for air mapping, manctic mapping and geophysical 
prospecting.
 

Petroleum 

olivia has now developed its petroleum industry up to a point where it

supplies the needs of the nation, leavin- a 
 small margin for export. Further
 
development could stop right there. 
 To develop reserves of 200 million bar­
rels which are needed to give olivia an income of '50-60 ,rl.ion a year is a job beyond Bolivia's present resources. Furthermore, this is a typical job
for private industry. Since Bolivia cannot wait, the international petroleum

industry should be approached in a most active manner to give serious con­
sideration to the possibility of entering Bolivia.
 

Agriculture
 

To remedy Bolivia's immediate problem in agriculture, i.e., supplying

the city populations with basic foodstutjfs, Bolivia should stress the de­
velopment of those agricultural resources which are closest to its centers

of population. More specifically, an increase in agricultural production on

the high plains should be given consideration through the establishment of
agricultural cooperatives of the Indians under adequate g'uidance. 
 The plan

drawn up by Mr. Xavier Caballero, mentioned earlier in this chapter, contains
 a good example of what could be accomplished in this resp,3ct without any
 
large expenditures.
 

In any such development, one would have to make sure that a cooperative

movement really stems from the farmer and is not superimposed on him. Fur­
thermore, much more attention should be given to the possibility of using
animals in agriculture instead of tractors. 
In a further stage the reorg­
anization and modernization of highland agriculture would probably have to

become part of a rural development prograin. Such a program would consist
of better village schools, increased agricultural extension work, and better

health facilities. carrying such program,In out a great care should be
taken to stay relatively close to the eistii social structure lest the 
Indian population become emotionally uprooted.
 

Since the problem of agricultural credit is already receiving suf­
ficient attention at the moment, this point does not seeiri to require any
special stress at this time. 
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As to the spccific crops which should be pushed es.cinlly, barley, po­
tatoes and quinua should receive the hihest nriority on the hi,h olains
 
i th ,heat as a close secondl in those areas which aro 
 sitable to the cul­
tivation of this cron. heat shoull ho pusbed stronly in the vallcys where 
it could replace corn nt nn -erly dqte. 

Like.dse, livestock productian in Bolivia can easily be increased by
 
-ivin, -reatcr incentives to th.' )rivate in, P ,tr':hich is now enr 'a,1d in
this type 
or qctivity. To boost the urodue,ion o' livstocl, effectiv,..ly, the
producer should be iail in Boliviri Tne oice i:hir'h h6 c"n roce;ive by driving
cattle across ths. border, 

The uroluc ion of ho-7 anl poultir shoulI bf, iocr:. 1 tLhrou-h more ex­
tension "ork Tith iniivi huel fnirncrs - w.2l1 as throu.-h the more provident
use of ',aste pro ji2ts '_f, Lh. v'uiaivs slr t-rin establishmnts in "olivia
which could provil, th: n-,cescsr,, r. ntrri'l mnr :ost of the animalfeed necessary to start. 711h a prozr'clo protein 

For th- furthar dev]_o1,zmnt of' bl nced azriculture in Bolivii, it isfurther su7,,este, thst -omc o th, excessive Cerahsis be tat!:,r orf the Santa
Cruz area, Durin,' th,_ "sst thr , y-rs Sant- Cruz his received 'i public in­
vestment of more th-!n 1,4 million, mot oC hich -',u- oiovided by United ,Statu aii funds. \s tin 'rolrms,-s the are-a" ul, '.- ,hi, to stand on
its on fe.t. To h'asten this levltomnt, an ".rly !iTin'tion oC all con­
trols in th-; Santai -'suld be nbolitcly essential,
Cruz .rex 

In order to orovid- 'i near t-r sourc,- of a.l itonal dollir income, it
is su--cted that t h production of certa in )-rici'L.,ural commoities which
 
command a rel'tivly oo I rice in eS1ort 
 such coffee,-'irkets,as pyrethrum,cacao, rubber, Rrazil nuts nnd fibers be oushed. To ,Io this effectively,

adenuate credit ann a special extension seiwice should he provided by the
3 olivian 'owrnment in cooperation with Point IV. In addition to this, it

would be essential to create a ,urchaj,in7 "n,1 marketin? or~anizqticn headedby a few canpablo technini'sn to caim erci'ilize these -aroducts. Proper stan­dardization would 
 also be a mtta<:r of much imorterce, To ,romote the nro­
duction of these crops :uccessfully, it i:oul I he most important thatthe producer be alIlowed to e-:.ort freely and iceep the vroceei, or at least
 
a certrii.n nercenta-,e 
 thereof in forei-n exchine, 

In or.er to n'ovide a proper inv(entor-,7 of 3oli'riaLs a',ricultural re­sources es aswel to m10e adequae nrojections for the future it would beessential th',it more irje-wiit Facilities for vzricultural statistics and
 
aLriciIltural research be 
 set ua in the ::inistry of A-riculturc at an early
date. Such facilities ,would hive to include a crop reporting survey on
which proper projections can be made. It yoo, '.ithout sayinr Lh't pest
control and soil ra,'nnTe,, ,nt n soil conservition shoul.d receive hiqh pri­
ority in this connection while the stiely of -,otentially valuable plants
which -ire not nwni ahrr-'I iuiht in ti(, hsw sov, soecta cular effects. 

Perhaps the most imncnrt-t .:iniiIo al,''isi e - ri ciiture wiould be to 
restore lau 2nd order on th, ].,nr, It would also be .iecessary to limit
the agrarian reform to certain densely "osulated areas where the law would
be completely implemente-l it :an , arly dhte so Lb t pconle a;;iin will knoww.here to plant. Another way of dealin- with thisi problem would be to de­
limit the reduced area of tho former hacienda rirst so th'at the on,mer will 



again have an incentive to produce for the market. Closely connected with
 
this problem would be an adequate scheme to increase the prices paid to the
 
producer of agricultural products which is one of the major ways to provide
 
him with adequate incentives.
 

To make a more effective use of Bolivia's forestry resources, a plan

should be drawn up for the proper conservation of these resources as well
 
as for their immediate use.
 

Indus try
 

Boliviags limited domestic market will for a long time continue to be
 
a serious handicap for increased industrial expansion. Therefore, the indus­
try program should be kept in line with the overall development program.

First priority should be given to the development of those industries in which 
Bolivia has a relatively strong comnarative advant%,ge so that it can export.
As a close second would come those industries connected ith food processing.
In the third place 1:ould come new industries which in time ill be able to 
give employment to those forces which may be released from agriculture if and 
when the efficiency of Dolivian a-riculture increases, 

To increase labor productivity, a progrm to live labor leaders a 
chance to have a first hand look at industrial c,operation between labor
 
and manacement in other countries might be most effective.
 

In order c provide sufficient power for the development of industry,
sufficient ince ives should be given to the Bolivian Poaer Co., which might
be constituted as an independent agency in the inistry of ines and Petrol­
eum for the nurpose of coordinating and developino, more adecquate power fa­
cilities in Bolivia
 

Transportation
 

Since an intensive road maintenance program is already underway with
 
the heln of Point IV, suggestions in this sector can be few, With the 
exception of a few roals now under construction, new construction should 
be limite,,] and more thought should be liven to the maintenance of the 
existin- roard net, 
 As to specific priorities for the road maintenance 
program, Ire may refer to the man followinr Page 1/45 of this study 

Since for a number of years the importation of trucks has been quite

insufficient, it is sug'Tested that ar'a ,ements should be made for the 
immediate importation and adequate dlstri',uion o some 2000 trucks. 

Insofar as railroa,ls are concerned, an adenuate rate study should 
be mnde at an early nate of 'll the Bol-vian railroads in order to come 
to a more uniForn r'ite structure, 

In the field of air transportation, the present maintenance facil­
ities of LAB and TA, as well as those or the Bolivian Development Cor­
poration shoull he centralizod in orler to save costs andl provide better 
service. In adition, the recormenlations of' the Civil Aviation Mission 
mentioned on Pale 149 of this book should be implemented at an early 
date, 
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Alihough an improvement of river transportation in the Beni would seem
 
to be highly desirable both from a no2itical and 'n economic point of view,
it is believed that at present Bolivia is unable to undlertake -,ny activity
in this direction. Hov ver, if funds could be found.for the pu',ose, a

study of the Beni River transportation system would seem to be a orth­
while project as a base for future planninig.
 

Touri sm 

Bolivia could obtain a lar-er income from its incredibly beautiful
 
scenery. Even exnerienced traveis ill adinit that the mountain rezions
of Lake Titicaca and .he valleys of the Yun as arc r-)th.-r uininle 1or this 
reason, ade-,uate incentives should be riven for the develoOment of the hotel 
industry as well as to provide adequate bus tr'nsr.ortntion from L't P'3z to
the recions in question Customs officials shoul-] be 7iven sneciql training
in dealin- -,;ith tourists in order to attract more of them in the future. 

Health and Education
 

Since we have only been lealinr here with q pro~r.-urL coverin iolivia' s 
more immediate needs, little reference has benn rvirle to he'ilth -in educa­
tion. It ;s obviou3, however, th'it ,amon- the lon-ev ran-,e souni invest­
ments w.ihich should be made for the teconomic 1eve]o;nent of 3olivia, health 
and education would rate rather hi-h-
 In health, environment'tl sinitation,
 
nurses training and disease control should 'e stressed; whereas, in educa­
tion the program -hould be directed towr-d the develo,,ment .,f cormunity­
centered schools that ill help the rural puo,,le to raise their soci.al and
economic status anrd thus to become a productive element in the population
Education should also include such fields as 
sanitation, peo"sonal cleqnli­
ness, home economics and vocational trainin,.
 

eC 
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'gropshithnoen' tovecompensation, a t~ndency toL'6pect :raculousz80- . 
1h s 4 oiv ae' Cbap hat i, used to-be "e- ­nomiically. Tuthr is'- a.'te'ndncy in ce'rain'cicle to over-e t mate6 L'

the effects of, a oeaystblzto program wich can only be -"a fi ststep towai'ds recovery andi after~whichr com0e .the~ardu5ousroad of hard- ork 
and discipline. Yet ifirac,es'dntcu~in 34th St e ve 

-,lsslielytoocur in Bolivia. Eveni if th6 m~onetary stbl ti''pois successf'ul~ there will undoubtedlJy be some efforts o~ ~t of, 11th 

~ 	 theirviest~id,:i'terests ITo disegard th~is aspet otem p 0 af
 
diszregard the. basic,, socialJ structure 
 Wouldobivia 

Right now many,*people appar to be most conce rned-and 'rightly so­
with "the politica problem since theI number~ of wellprepazed people who 
can give direction to the co'dn ris becoing .,saller all the time. while 

'the 
 'political.power of theundc 't dassi'in9c'easin.; While ~hsi 
itself' constitutes a serious prbeteeoocpobe tnsopeey
Aside of this; 'An economy of' th ieooii eursanal 
minimum investment~of some[420-25 million; in ma'intenan6ce"ad expansion.,
Although theret has been a~certain amount ,of invetment duigteps e
years,1 	it should be clear from this study that'the ba.sic inestment to min­
tain the present plant 	 no TI'e 'and e4qiipmnh 1 iobeeimd 	 cocuinto 

,-<K be derived from this is obvious "and needs no,'furthi~r coment .~ 

The Need for a Change in -Philosoph~y 
'-44 

Ina,period of less than three 'years oivahas ,received some $60~ 
lion of United States aid. Duringthe past few yearsiCentra Bank~ reserves-,'.!I
went from some~ $30 illion to a deficit of' $11.3 million which Coms to
another 414 miillion., In ,addition to-.this the -country contracte da r'eativ ly 4,t
large a'mount of European credit- which vill' have :to be r'eaid in ,the near
future., tYetlthe country's situation is about the same as, or~ vworse tCX it_" 
was before. From these simple, figures it, isl obvous that money aloneils not;
the answer in'the ca.se of: Holiyia.7 It is a problem o a chancr in philosophy

><and'bf tho clear-cut recognition~of' some plain' bats. It is-a problem of 
puttn~gthesolution'of~the economic jprobleni abo~ve ve'stek1 political intei'ests. , 

Time ,is running' out Cor the slution of.>tho eooic, problem, 'It now~ 
ms-igorous inethods. ' .Because of'4tsimense reoreBolivia hsawybenblto "lvein',he mow wastefu an er Iead 

dition, i had 'a-large Indian populationi which3 made ,hirdy', any demanids on'. 
the, economy while ~makin., quite a contrdlution to it. it te r 'diba.intgraionof-he Idia~nttheeconomythii waste is:'o oner 

Boii stl has .he economicpote ... 	 qjuic1kr­3olil t 	 fo atlreatv ­covery.: It has a number of resources such asgodmngad trlU 
which are not very lahbor intensive And1 which thusw col~trtfrin 
investo s in spite of'jthe ge ara 1 ak of 'labor discipline., Yetthe 

~~developm~ent oil. these resources by foreignet's:calls !onrtepliiil
Sunplesant admiission that, Boliiaiis are unable' bo ~evelop'thes~iersucs 

'~with 	 enough f'ood.~ Ye.t-thi's alls for a~rec gnition ofteacthth" 
Indin costat dirAetion so tha.t at least.someapcso hn ,3d 

'J 	 ..... 
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* A Hope for the ,Future ''h ;3 

Bolivia's situatio6n could wellb wit th case of'apro
wh as aer. He- knows hie faces that mostdngerous and~pain~ful' opar''2 which monetary stabilization ,anda numjber of oher measurie,- udoubt'ed1 I U 

""-be. Yet he has, no other alternativ, "Con~tinuing,, our modclaal. 5 
m'~ht also' compare Ro~Jlvia' Is case witth~at of a- neurotic wh bco 

-'-i-~~ and more ~dependent as more hep i eng3 o him.
te.ne As-tie''oesb
the patient'loses compl0Ve.y al confid~e e','3'n%imself unti faly -so­
body shakes bim'out'of his~ltag an ma.e i fc h acts oflf 
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TABLE I
 

POPULATION, AREA, AND DENSITY OF POPULATION OF THE DEPART -NTS OF BOLIVIA
 

Population Surface in 
 Population
Departments 
 in Thousands of Density per

Thousands S. Kilometers So. Kilometer 

Total of Country 3,019.0 I/ 1,098.5 2.7 

Chuquisaca 282.9 51.5 5.4 

La Paz 948.4 133.9 7.0 

Cochabamba 490.4 55.6 8.8 

Potosf 534.3 118.2 4.5 

Oruro 210.2 53.5 3.9 

Santa Cruz 286.1 370.6 0.7 

Tarija 126.7 37.6 3.3 

Beni 119.7 213.5 0.5 

Pando 19.8 63.8 0.3 

l_/ The amount of people actually counted was 2,704,165. On the basis
 
of further cnlc'ilation the above fi'7ure was reached. 

Source: Direccion eneral de Estadistica y Censos, Censo Demogrifico

1950, Editorial "Arrote," La Paz, 1955. 
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TABLE II
 

RURAL AND UiRBADI 
POPULATION OF BOLIVIA (In Thousands of Inhabitants -Round Figures)
 

Total Urban 
 Rural
 

Departments 
 Population Population Population
 

Total 
 3,019 1,023 1,996
 

Chuquisacn 
 283 
 69 213
 

La Paz 
 948 410 539
 

Cochabamba 490 146 
 344
 

PotosT 
 534 
 124 410
 

Oruro 
 210 
 95 115
 

Santa Cruz 
 286 106 
 181
 

Tarija 
 127 31 95
 

Beni 
 120 
 39 81
 

Fando 
 20 
 2 18
 

Source: 
 Direcci6n General de Estadfstica y Censos, Censo Demogrifico

1950, Editorial "Argote," La Paz, 1955. 
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TABLE III
 

ECONOINIC 	ACTIVITY BY SEX (In Thousands of inhabitants - Round Figures) 

Number of People Percentages

Type 	of Activity Total Men Women Total Men Women
 

Totals 	 1,351 771 580 100 100 100
 

1. Farmin 	 953 521 432 71 68 
 74 

2. 	Ranching, forestry, 
hunting t fishing 2]. 13 8 2 2 1 

3. Mining I Industry 43 39 4 3 5 1 

4. Procesing Industry 110 65 45 8 	 8
8 


5. Construction 	 26 25 1 2 ­3 

6. Insurance 	 57 33 24 4 
 4 4
 

7. Transportation and
 
Communirc-tion 21 1 	 320 	 2 -

8. 	Public Administration 
,tServices of InLerest 41 31 10 3 4 2 

9. Professions, Domestic 
FtPersonal Services 70 18 52 5 2 9
 

10. 	Othei ActiviLies 9 7 2 1 1 

Source: 	 Dirocci6n General de Estadistica y Censos, Censo Demor6fico 1950., 
E1ditorial "Ar-ote," La Paz, 1955. 

/<
 



TABLE IV 

LA PAZ COST OF LIVIN3 INDEX 

(Base 1931 - 100) 

Year & 
Month 

Articles of 
Primary 

Necessity Fuel Clothin Services Rent 
Gererai 

Index 

1951 December 
1952 " 
1953 " 
2954 
1955 
January 
February 

April' 
May 
June 
July 
August 
September 
October 
November 
December 

1936
January 
February 
March 
April 
May 
June 

5;003 
7,036 

18,335 
34,066 

37,169 
36,435 
,arch45,120 
45,14 
46,693 
46,933 
45,497 
44,954 
47,875 
49,571 
50,569 
52,627 

71,628 
90,373 
97,000 

101,922 
108,310 
129,258 

5,835 
6,841 

13,655 
24,462 

24,462 
38,868 
46,967 
46,967 
46,967 
50,31L 
67,776 
67,797 
67,797 
69,980 
70,853 
75,509 

85,114 
100,04 
107,320 
123,327 
133, 513 
140,7P9 

6,349 
8,079 

23,097 
5'7,770 

55,887 
59,527 
63,102 
80,179 
80,407 
83,971 
83,971 
86,916 
86,662 
90,760 
93,702 

103,675 

118.992 
127,529 
132,214 
1-3h,164 
134,809 
137,385 

2,560 
2,688 
5,272 
7,876 

7,876 
7,876 

1.2,200 
12,200 
12,200 
15,576 
15,576 
15,576 
15,576 
15,576 
15,576 
16,251 

21,657 
27,062 
28,076 
38,316 
49, 27 
42,91b 

4,2 
5,323 
5,625 
9,625 

9,625 
9,625 
9, 625 
9,625 
9,625 
9,625 
9,625 
9,625 
9,625 
9,625 
9,625 
9,625 

9,625 
9,625 
9,625 
9,625 
9,625 
9625 

5,04 
6,596 

16,640 
'3,212 

34,080 
35,305 
40,697 
45,18. 
45,91.2 
47,383 
47,908 
48,013 
49,208 
51,102 
52,339 
36,091 

69,i65
80,567 
85,039 
89,"2. 
93,526 

102,970 

Source: Direccion Nricional de Estadistica; Boletin Estadistico No. 77. 
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TABLE V
 
CHANGE IN RETAIL 
 PRICES OF BASIC COM'>ODITIES, (LA PAZ) 

J.1U.\RY 1952 - JULY 1956 

Weig-hted In- January 
 July % of Change
Item riex per Month 1952 l.956 195 -1956 
Vegetable Oil 
 2 bottles Bs. 132 Bs. 950 620% 
S-7rdine s 2 cans 100 
 3, 000 900%[eat & Bones 30 kilos 6)0 15,000 2,4Meat -Athout 3ones 30 690 24, 000 3,
Steak 20 " 506 2!,oo 4,64?utton 15 " 690 35,100 4,87/
Pork 5 " 195.50 20, 00O 10,1301
Coffee 
 I0 " 414 20,000 4,731/Te2 

P"1 3,300 16, 106%ChuFlo 
 25 " 375.02 56,000 14,032,.IYorlles 
 10O 130 11, 000 , ..,Importc-1 Flour 5 50.60 3,000 7,1,09- fDomestic Flour 
 4 4801 2,600 5 317Susar 30 30.3, 20.00 nn7,M00 "3,4294+.'-,/
'Zice 
 15 " 209.97 9,750 4, 5L3,.?ot'toes 
 120 1 ,079.71 37,90 3,4.,,Imnorte.'t Butter -', 
 55.20 2,000 3,12.,
Domestic Butter 
 55.20 1,625 2, 8WL-ird 
 10 399.97 7,000 , 650%,Quinua 
 1 
 13 
 880 6,;66o
Tunta 20 " 440.04 70,400 15,099JnIeat 105 " 5 69.99 , 800 12, 473"'1 43
Corn 5 60.01 1,400 7,232%
Cheece 5 430.10 27,500 6,2%,Chicken 3 750 10,000 1,331Eggs 30 eggs 
 240 7,500 3,0251Bread 
 600 units 
 1,080 60,oon 5,456%Milk 24 liters 360 6,000 1,567Domestic Cigarettes 20 prckages 120 
 8,000 6,367%
TmporeA Cia'rettes 1I "0 2,100 2,-),

jatchc2 15 " 22.50 300 1,233% 

Total 
 Bs. 9,78g.62 Bs,498,625 4,994% 

FUEL 

Gasoline litwr Bs.. 5 Bs. 37.50 650%Keror -nc 5 "1 30 150 WO00
Conl 100 pounds 
 540 11,500 2,029%
Firewood 1 "Fardo" 375 2o000 

Total Bs, 950 Bs. 13,687,50 141 

http:9,78g.62


-220-


TABLE V, Continued
 

Weighted In- Jlnuiry July
Item 
 dex nor month 1952 
 1956 


Clothing (.onthly Quota) Bs. 7,114.90 
 2 . -?,0?'.35 

SEHVICES
 

Taxis 5 125 1,500
,2us 10 
 50 500
I"ovies 10 
 410 4,4h2
Light 
 25 Kwh 53.50 3,325
1en ' s Barbershop 5 250 3,165 


.spapers 
 20 
 100 1,600 


Total 
 9F8,.50 14,5 32 

u_1;T (per monbh)
 

Low 262. 97 5,000

Icedium 386. 4 4 5,000
High 2,586.10 8,500 

Total 3,235.51 18,500 

TOTALS 

Food 9,788, 62 498,625
Fuel 
 950 13, 687. 50Clothin2 
 7,114.90 2(9,984.35
Services 
 988,.50 14,532itent 3,235.51 I, 500 

Total Bs. 22,077.53 Bs. 815,328.85 


Source: Direcci6n General die Estadfstica- Secci6n Finanzas,
 
and Health Servicio.
 

% of Chmnre 
I?52-Pc6 

3,6'5 

i) ' 
900%
 
9CCo 

6,111% 
1.6(,, 

1,500,
 

1,370/"'
 

, 01/ 
1,194%
 
92
 

472,%)
 

4,994% 
1, 341/o 
3,695% 
1,370 

1172 ,'
 

3,593%
 

http:815,328.85
http:22,077.53
http:3,235.51
http:2(9,984.35
http:7,114.90
http:3,235.51
http:2,586.10
http:7,114.90
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TABLE VI
 

CIRCULATION (In Thousands of Bs.)
 

(Base January 1952 - 100) 

Year & 
Month Curroncy Index Deposits Index 

Total 
Circulation Index 

1952 
January 
February 
March 
April 
Hay 
June 
July 
August 
September 
October 
November 
December 

3,894,904 
3,982,367 
4,010,962 
4,100,218 
4,246,360 
4,308,078 
4,503,985 
4,730,693 
4,915,070 
5,108,586 
5,302,950 
6,213,544 

100 
102 
103 
105 
109 
111 
116 
121 
126 
131 
136 
160 

2,820,739 
2,758,008 
2,857,105 
2,919,016 
2,920,166 
3,144,452 
3,137,603 
3,777,980 
3,655,078 
4,367,249 
4,259,441 
4,383,098 

100 
98 

101 
103 
104 
ll 
ill 
134 
130 
158 
151 
155 

6,715,643 
6,740,375 
6,868,067 
7,019,234 
7,166,526 
7,452,530 
7,641,588 
8,508,674 
8,570,148 
9,475,835 
9,562,391 

10,596,642 

100 
100 
102 
105 
107 
ll 
114 
127 
128 
141 
142 
158 

1953 
January 
February 
Harch 
April 
Mny 
June 
July 
August 
September 
October 
November 
December 

6,220,976 
6,444,242 
6,823,654 
7,332,584 
7,860,291 
8,276,245 
8,786,268 
9,338,282 
9,812,852 
10,535,359 
10,685,702 
11,599,742 

160 
165 
175 
188 
202 
212 
226 
240 
252 
270 
274 
298 

4,683,381 
4,504,723 
5,153,960 
4,842,760 
5,512,819 
8,918,988 
7,588,287 
9,438,021 
9,723,260 
8,753,259 
8,517,130 
8,957,600 

166 
160 
171 
172 
195 
316 
269 
335 
345 
310 
302 
318 

10,904,356 
10,948,965 
11,977,614 
12,175,344 
13,373,110 
17,195,233 
16,374,555 
18,776,303 
1.9,536,112 
19,288,618 
19,202,832 
20,557,342 

162 
163 
178 
181 
199 
256 
244 
280 
291 
287 
286 
306 

1954 
January 
February 
March 
April 
May 
June 
July 
August 

Sepsember 
October 
Iovember 
December 

11,548,253 
12,261,683 
12,280,344 
12,846,332 
13,590,545 
14,412,193 
15,837,966 
16,264,770 
17,064,920 
18,173,703 
18,406,261 
20,048,593 

296 
315 
315 
330 
349 
370 
407 
418 
438 
467 
473 
515 

9,021,163 
9,054,832 
9,775,834 

10,74h,745 
9,840,168 

11,122,073 
12,101,319 
14,133,428 
14,376,494 
15,542,546 
15,751,039 
14,960,197 

320 
321 
347 
381 
349 
394 
429 
501 
510 
551 
559 
530 

20,569,426 
21,316,515 
22,056,178 
23,591,077 
23,430,713 
25,534,266 
27,939,315 
30,398,198 
31,441,414 
33,716,249 
34,157,300 
35,008,790 

306 
317 
32 
351 
349 
380 
416 
453 
468 
502 
509 
521 
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TABLE VI, Contd.
 

CIRCULATION 

Year & Total

Month Currency 
 Index Deposits Total Circulation Index
 

1955
 
January 19,421,103 499 16,630,794 590 36,O51,897 
 537
February 20,143,419 517 17,309,443 614 37,452,862 558March 20,409,824 
 524 18,62 9 ,923 660 39,039,747 581
April 21,934,376 563 19,652,224 697 41,586,600

May 24,309,544 624 20,805,893 

619
 
738 45,115,437 672
June 26,443,272 679 22,682,566 804 49,125,838 732


July 29,367,783 754 24,566,202 871 53,933,985 803
:lulust 30,584,215 785 27,532,269 
 976 58,116,484 865 
September 31,968,208 821 28,8 2,410 1021 60,770,618 905October 34,621,714 889 30,553,002 1083 65,174,716 970
November 34,876,731 895  32,789,473 1162 67,666,204

December 39,197,939 1006 33,914,692 1202 73,112,631 
1008 
1089
 

1956
 
January 39,668,401 1018 37,954,841 
 1345 77,623,242 1156
February 42,383,075 1088 38,979,350 1382 81,361,425
March 48,852,058 1254 42,227,659 

1212 
1497 91,079,717 1356April 54,937,349 
 1410 48,067,984 1704 103,005,333 1534
May 63,216,206 1623 
 52,536,047 1862 115,752,253 1724
June 70,639,235 1814 54,161,134 
 1920 124,800,369 1858
 

Source: 
 Banco Central de Bolivia; Secci6n de Estudios Economicos y

Estadistica.
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TABLE VII 

Average Monthly Quotation of the Dollar in the Free Market
 

Year & 
Month Purchase Index Sale Index 

1951 December 
1952 December 
1953 December 
1954 December 

Bs. 190 
247 l/ 
709 

1,808.04 

100 
130 
373 
952 

Bs. 191.90 
250 
720 

1,844.72 

100 
130 
375 
961 

1955 
January 
February 
March 
April 

2,024.31 
2,056.36 
2,424-34 
2,645.39 

1,065 
1,082 
1,276 
1,392 

2,03,69 
2,108.94 
2,500.80 
2,68842 

1,070 
1,099 
1,303 
1,401 

May 
June 
July
August 
September 
October 
November 
December 

1956 

2,509.74 
2,756.86 
2,87500 
3,052.65 
3,443.97 
3,864.89 
3,971.05 
3,981-38 

1,321 
1,451 
1,512 
1,607 
1,813 
2,034 
2,090 
2,096 

2,554.10 
2,763-77 
2,898.00 
3,083.00 
3,468.34 
3,876.66 
4,OM9S 
4,01831 

1,331 
1,440 
1,510 
1,607 
1,807 
2,020 
2,085 
2,094 

January 
February 
March 
April 
May 
June 2/ 

4,466.28 
4,738.8 7 
5,625.96 
5,666.53 
6,268.07 
6,697,47 

2,350 
2,494 
2,961 
2,982 
3,299 
3,525 

4,512-46 
4,781.24 
5,669.22 
5,70735 
6,329,55 
6,764.66 

2,352 
2,492 
2,954 
2,974 
3,298 
3,525 

l/ 
Durini this period there existed no legal free rate of exchange as yet
so that this rate 
black market rate 

2/ Durjn'- September 
purchase, and to 

represents the rate paid by the Central Bank. The 
at this time w's around Bs. 5o0 to the dollar. 

1956 the free rate of exchange went to 10,499,27 for 
10,633,33 for sale. 

Source: 
 Banco Central de Bolivia; 
 Secci6n de Estudios Econ6micos y

Estadlotica
 

1/
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TABLE VIII 

COMPARATIVE INDEX FIGURES 

(Base-December 1951 100) 

Cost of Living Total Circu- Free M1arket 
Index lation Dollar Quo­

tation (Sales) 
1951 December 
1952 December 
1953 December 
1934 December 

100 
131 
330 
659 

100 
154 
298 
508 

100 
130 
375 
961 

1955 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

1956 

676 
700 
807 
896 
911 
940 
950 
952 
976 

1,014 
1,038 
1,113 

523 
543 
566 
603 
654 
712 
782 
843 
881 
945 
981 

1,060 

1,070 
1,099 
1,303 
1,401 
1,331 
1,440 
1,510 
1,607 
1,807 
2,020 
2,085 
2,094 

January 
February 
March 
April 
May 
June 

1,372 
1,598 
1,687 
1,770 
1,855 
2,043 

1,126 
1,180 
1,321 
1,494 
1,676 
1810 

2,352 
2,492 
2,954 
2,974 
3,298 
3,525 

Source: Tables IV, VI and VII
 

fli
 



TABLE IX
 

LOANS TO PUBLIC - CETRAL BANK PORTFOLIO 

(In Thousands of Bs.)
 

Rural and
Year and Loans and Drafts Pro- Letters Industrial
 
Month Discounts tested of Credit 
 Credit Total
 

1951 462,949 39,549 
 61,479 133,312 697,289

1952 698,744 
 62,294 135,973 203,688 llO0,699

1953 495,279 
 95,624 312,022 244,937 1,147,862
1954 1,050,270 252,704 2,259 543,746 1,848,979 
1955
 
January 924,770 
 234,632 11,538 
 547,315 1,718,256
December 1,461,127 324,471 
 56 1,992,613 3,778,267
 

Source: Boletln Estadfstico, Direcci6n General de Estadtstica y Censos, No. 77
 

/
 



TABLE X 

CPSDITS AIDU % IA ....lt .',TED TO 71E ..TNIN-, 70.:P. . D 3NK j/ 

(In Thou.and7 of 3olivianos1 
: i:p; BAl"K ,.INJ CORP.Date TOTALCredits Pre-_ 
 Total 
 Croii s Premia Total
 

1952-December

195J-uy 840,000

June 4,618,319 5,45F ,329
1,485,000

Decembr3, 9,8F0,438 11,365,438
743,000

1954-January 9,562,182 13,305,182

3,38,000 
 9,641,340 13,479,340
 

June

December 5,324,487


6,223,221 10,318,479 15,642,966

!955-January 14,747,56e 20,970,709


6,289,746

Februa-ry 13 509,03 20,092,584
6,050,671 13,79,7 38 2 ,72co,233

larch 
 6,255,817
17,3 20,03
Aril -oi 14,747,56814,747,568 21,C003,385

6,070,936 14, 747, 56 P 20, 1, 503 
e6,64,0,


June 14,747,56P 1, 3)n, 6660,9,15
July 9,210, 4 57 29,410,572

11,453,279 
 20,236,393
August 3 ,6P9,67212,657,101

September 22,317,996 3/t,Q75,097


14,017,167

October 23,350,9 91 37,377, 5
14,731,999 
 24,5C5,A42 3W5237,441
November 
 16,295,46

December 26,0,6,33 1,2,356,43318,433,666

i956-Janu .r ,1604,926 46,0n,592
6,136298 )c,89585 12,134,793 14,747,518 14,815,233 
 29,5-'",P
Februa.ry 6, , O?, 90? 599,363. . 200.O,146 IJ, 747, 560- l,749,341 !,?7,? ,,f 559"1238 A , 33 24,7,57
.... 0,P119 
 ,: 0,040
April 6126, 0,371,339 26,607,576 
 ,, 3, 7,26,?9? 47.C2'4"-(o 73,;. ,13S-0Y p,,3.2.41 2-,5:40,119 14.7475 . 3330,"-Aune 56, 3;o 51 , -... 5 7,627,647, 30,17,055 
 ",7,56P0, ,7C7, 5,July 

? P4 , ,)5r)5V,'-30 
 774 32,97,012 14,747,565 L3,01CC5 58,557,583 91,494,595 

Source: Bancw Centri 30 BOl ;i-Seccin Eqtudios lcon&nicos 

D-t. I-,,y 

CN 

http:p,,3.2.41
http:Februa.ry
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2V 
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GOVEAiLMh,,T REWVENUE 

Year Customs 

1939 209,469 
1940 405,362 
1941 597,320 
1942 721,149 
1943 779,983 
1944 677,495 
1945 66L,200 
1946 622,704 
1947 676,569 
1948 904,243 
1949 911,690 
1950 931,342 
1951 1,642,282 
1952 1,775,891 
1953 2,849,283 
1954 4,9241 333 
1955 14,519,486 

-2.2 8-

TABLE XII
 

DERIVED FROI CUSTOMS AND INTEUI~AL TAXATIO, 1/ * 
(In Thousan' 7 of 13onivi-inos) 

Internal Taxes 


126,203 

159,047 

352,759 

311,188 

423,671 

508,093 

625,439 

607,444 

625,569 

763,484 
871,666 


1,157,065 

1,800,524 

2,146,409 

3,It74,738 
7,488,875 

15,507,988 


La Paz
Total Cost of
 

Living Index
 

335,672 100 
564,409 118 
950,079 158
 

1, 032,337 205
 
1, 203,654 222
 
3,185,588 238
 
1,12f7,639 261
 
1,230,148 297
 
1,302,138 378
 
., 667, 727 391
 
1,783,356 399
 
2, 08!,/107 542
 
3, 442,8 06 688 
3,922,300 900
 
6,324,021 2,270
 
12,413,208 4,531 
30,027,474 7,652 

Note: 
 The cost of livin, index of the National Bureau of Statistics which
 
basedl 1931 as 100 has been utilized to calculate thd. index of the

above table iihich has taken the year 1939 as a base (1939 -00). 

Source: Direccin Nacional de Sstad13tica y Cnsos, Boletin Estadfstico 
'No. 77. 

Includes earmarked funds, e-xcludes "revertible-, 
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TABLE XIII 

INDEX OF GOVErtIENT INCOIE ON HE BASIS OF BOLIVIANOS OF CON3TA:IT VALUE l_/ 

Year Customs Internal Taxation 
 Total
 

1939 
 100 
 100 1001940 
 164 107 1421941 180 177 179

1942 
 168 
 120 150

1943 
 168 151 162
1944 
 136 169 148

1945 121 
 190 147

1946 
 100 
 162 123
1947 85 131 103

1948 
 110 155 1271949 
 109 
 173 133
 
1950 
 82 169 1151951 
 114 207 149

1952 
 94 190 130
1953 60 121 83
1954 
 52 131 
 82

1955 
 91 161 117
 

-/ In the above Table, 1939 was taken as a 
base since th National Bureau 
of Statistics considers all figures prior to this year as most doubtful.
 



TABLE XIV 

GOVE!iN1ENT REVETUE ACO2DTIT'l "0SOURCE 

(In Thousmkls of Bolivianos)
 

Custom Internil Tro-isury .: Communi-
Year Duties Taxat&ion Con.ulates cations Totals 

1939 
 197,903 100,223 136,457 9,595 4 4 4,178
1940 389,9024 12F,O0/O 68,o6 3 14,251 600,258

1945 586,88? 526,516 
 36,549 :O0578 1,170,532

1950 784,512 776,616 73,295 
 21,471 1,655,,94
1951 1,391,206 1,309,593 73,25)6 24,661 2,800, 75S
1.952 1,520,123 1,39,892 73,2 487 3,037,197
1953 2,6114,936 2,453, 949 73,296 97,914 5,21-C,0951954 2, 550 5,753,008 57,290 162,098 10,210,946 
1955 1/ A , o lt/A IV/ I/A 

~/Direici6n Illacional lte Estuadistica, Boletin No. 77. 
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TABLE XV
 

INTERIAL DEBT OF BOLIVIA (As of December 31, 1955) I/
 

1. Central Bank of Bolivia 
 Bs. 37,853,705,396.39
 
Agricultural Bank of Eolivia 
 2,100,PO0.00
 

Total Bs. 37,855,805,396.39
 

2, Central Bank loans to the Govern­
ment
 
To the Treasury on account of
 
advances to the Mining Corp.
 
and the Mining Bank 
 Bs. 25,616,786,169.002_


Other advances to the Mining Bank 
 2,128,478,044.00

Drafts 
 4,107,760,417.00
 
To YPFB 
 1,560,176,204.00
 

Total 
 Bs. 33,413,200,834.00
 

As a result, Bolivia's total debt as 
of December 31, 1955 amounted to
 
Bs. 71,269,06,230.39, or US $17,817,251 at the assumed parity rate,
 

_/ Superintendencia de Bancos
 

2/ 
It should be noted that this amount includes only the advances to the

Minin- Bank and 111ining Corporation on account of the Treasury for
 
1955. Previous advances are included in the Bs. 37 billion mentioned
 
above.
 

http:71,269,06,230.39
http:33,413,200,834.00
http:1,560,176,204.00
http:4,107,760,417.00
http:2,128,478,044.00
http:37,855,805,396.39
http:2,100,PO0.00
http:37,853,705,396.39
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TABLE XVI
 

GOVERNMENT'S LOCAL CURRENCY INCOME (In Millions of Bs.) 

1950 1951 19531952 1954Regular Income
 

Customs 
 845 1,417 1,462 2,407 4,661
Internal Taxation 
 878 1,375 1,558 2,530 5,625
Communications 
 24 34 69
42 188
Consulates, etc. 
 10 22 32 
 40 57
 

Total Income 1,756 2,848 3,O93 5,046 
10O532
 

Other Income (Global figures -

No Breakdowm Available) 63 529 
 88 115
 

Revertibles, Min, of Economy 
 120 177
Refunds 
 1 
 1 2
Miscellaneous Income 

471


Exchange Differential in Dollar
 
Auction 


1,156

1,ining Corp. (tax on sale of
 

foreign exchange) 
 1,808 1,067

Other Income 
 4 3 

Sub-Total 
 1,824 3,377 3,182 7,093 
 13,405
 

Current Loans
 

Loans & Advances from the
 
Central Bank (net) 
 538 371 1,005 1,449 1,900
 

Balance of Previous Year 
 6 
 5 39 57 177 

Totals 2,368 3,753 8,599
4,226 15,482
 

Source: Contraloria General de la Republica. 
Balance General de la Nacion
 
1950, 1951, 1952, 1953 and 1954.
 

Note: Differences due to roundin-.off of all figures.
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TABLE XVII
 

GOVERNM2ENT;S LOCAL CURRENCY EXPENDITURES (In Millions of Bs.) 

Services 
 1950 1951 1952 1953 1954 

Legislative Branch 39 2 2720 12 

Jucicial Branch 
 60 94 104 167 305
 
Presidency 
 36 / 111 -00 
Foreign Office 
 52 72 95
81 219
 
Mini5try of Worship 7 11 11 17 32
Min, of Govt. ' TnmTigration 24 487 517 991 1,575
 
Ministry of Finance 
 .(6 ill 138 207 359
 
Min. of Nationil Defense 556 917 962 1,157 1,673

inistry of Eiucntion 508 752 984 1/1,563 
 2,478


Ministry of Indian Affairs 542 963

M1inistry of Public Works 36 76 58 97 105
 
inistry of Communications 86 138 149 
 300 512


Ministry of Labor 
 163 234 496
274 725

1:inisti-y of Health 109 132 166 319 529
 
"inistry o L'Economy 11 13
15 15 30

'ines ",Petroleum 
 8 32 50
 
Niiistry of A-riculture 24 37 93
64 2 127

'iinistry of Colonization 3 6 17 28
 
Controll, ' 'eneril 18 28 10024 62 

Press A"Propaginda 62
 
Agrarian Reform Council 
 120
 
Eccnomic Planning Commission 
 8
 
OblisoLtions of the State 
 161 444 428 1,877 4,006
 

Total 
 2,191 3,570 4,023 8,172 14,133
 

Expenditures Outside the Budget
 

Govt Employees Bonus 92 166
144 250 578
 
Sundries 
 79
 

Total 
 2,362 3,714 4,189 8,422 14,711
 

Balance for Year 
 5 
 39 36 177 771
 

Total 2,368 3,753 4,226 
 8,599 15,482
 

21 This includes Indian Affairs
 
•" Colonization
 

i Press Propaganda
" t 


Source: Contraloria General de la Republica. 
 Balance General de la Nacion,
 

2950, 1951, 1952, 1953, and 1954,
 

Note, Differences due to rounding off of all figures.
 

Cb 
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TABLE XVIII
 

GOVERnMENT FINANCIAL RESULTS (LOCAL CURREI'CY 
- In Millions of Bolivianos)
 

1950 1951 1952 1953 1954

Deficit
 

Budgetary Deficit 
 1,586 385
 
Income Less than Foreseen 502 112 1,091 
 1,969 375
 

Surplus
 

Unforeseen Income 
 893*
 

Savings In Expenditures
 

Expenditures Less than Anticinated
 
(Savings) 134- 633*
612* 890* 

Excess Payments
 

Expenditures More than Anticipated 
 354
 
I Outside the Budget 171 144 166 250 578
 

Deficit 
 539 337 1,008 1,329 1,306 

Means of Coverinc the Deficit 

Balance from Previous Year 6 39 1775 57 
Loans from Central 3ank 538 371 1,005 1,449 1,900 

Total 544 376 1,044 1,506 2,077 
Less 

Balance for Year 
 5 39 36 177 771 

Deficit Covered 
 539 337 1,008 1,329 1,306
 

N Surplusses 

Note: Differences due to rounding off of all figures 

Source: Contralorl'a 'xeneral I- la Repulblica. Balance General do la Naci6n
 
Original documents corresponding to the years 1950, 1951, 1952,
 
1953 and 1954.
 



TABLE XIX
 

1956 LOCAL CURRENCY BUDGET 

(In Thousands of Bs.)
 

Receipts
 

National Property 
 265.964.8
 
Services 
 797.150.0
 
Direct & Indirect Taxes 63.985.501.1 
Sundries 
 5.469.502.0
 
1955 Surplus 
 2.000.000.0
 

Expenditures
 

Legislative Power 

Judlicial Power 

Executive Powe-

Presidency 

Press ", Propaganda 

Planning Commission 
Foreign Office 

Worship 
Ministry of Govt. and Immigration 
ilinistry of Finance 

Ministry of Defense 

inistry of Education 

iinistry of Indian Affairs 
Agrarian Reform 
11inistry of Public Works 
Communications 

Ministry of Labor 

M nistry of Health 

;,inistry of Economy 
Ministry of Iiines 
Ministry oC Agriculture 

Colonization 

Controller General 

Obligations of the Nation 

Earmarked Funds 


Total 
 72.518.117.9 

Deficit 
 1.527.732.2
 

TOTAL 
 74.045.850.1 


Source: El Diario, March 24, 1956.
 

387.752.8
 
1.335.274.8
 

332,480.0
 
154.334.0
 
24. 821.2 

2.504.342.0
 
107.555.0
 

6°257,905.4
 
1.357.663.5
 
6.890.009.6
 

11.073.167. 8 
6.000.506.3
 

779.760.3
 
641,747.0
 

2.794.283.5
 
2.443.366.5
 
2.346.068.1
 

106. 741.5 
138.324.0 
644.915.0
 
35.717.4
 

378.399.4
 
24.183. 943.3 
3.026.771.7
 

74-045.850.1
 

74-045.850-1
 



TABLE XX 

90VE.jI..NT REAL DEFICi£ (LOCXL CURJZECY ACCOUNT) 1950-55 

(In '.'Mlions of Bs.) 

1950 
 19 51 1952 1953 
 1954Deficit 
 Deficit 
 Deficit 
 Deficit 
 Deficit
 
(or Surplus)
Treasu~
 

Receipts of the Government 
 1.824 
 3.377 
 3.182
Expenditures 7.093 13.405
2.362 
 539 3.714 337 4.189 1.008 
 8.422 
 1.329 14.711 1.306
 

I-n.of Econoiy (Revertibles)
 

Receipts 

Expenditures NA 451 
 1.448


NA 1021 51 1.73 2-86
 
Central Bank
 

M1ining Bank, Credits & Premia 

3.743 
 2.480
 

Mining Corp., 
 r 
9.562 13.305 5.185 
 7.666
 

Deficit 
 539 
 337 
 906 
 14.686 
 9.257
 

Source: Tables No. X, Y, XVI, XVII, and XVIII.
 

Surplusses
 

Note: Differences duo to rounding off of 
all figures.
 



TABLE XXI
 

MINERAL EXPOI"S OF DOLIVIA - 1940-1955 l/ (In Millions of US Dollars) 

Year Tin 
 Silve- Wolfram Antimony Lead Copper 
 Zinc Other Total
 

1940 35.5 2.1 3.3 2.3 1.3 1.6 1.7 
 0.5 48.31941 42.8 2.6 5.4 2.5 2.1 1.8 0.8 0.4 
 58.41942 43.9 3.0 7.8 3.7 1.6 1.6 
 1.4 0.3 
 63.5
1943 55.0 
 3.1 10.1 3.8 1.5 1.6 2.8 0.4 
 78.31944 53.1 
 2.9 10.1 1.6 
 1.2 1.6 
 2.2 
 0.4 73.0
1945 61.4 3.4 3.3 1.2 1.2 
 1.6 2.8 0.2 
 74.9
1946 53.7 4.4 1.5 
 2.3 1.1 
 1.6 2.6 0.1 
 67.3
1947 57.3 4.3 2.9 5.3 3.5 2.7 2.0 0.6 

2.9 6.2 10.1 3.1 2.8 

78.7
1948 80.2 5.5 

0.4 111.21949 72.9 4.7 2.2 4.2 
 8.5 2.2


1950 63.4 4.8 
2.4 2.0 99.0
2.9 2.1 
 10.0 2.2 
 5.3 0.3 
 90.9
1951 93.4 6.3 11.3 7.5 11.8 2.7 12.1 0.5 145.7
1952 84.8 
 6.0 14.2 4.2 l1.LL 
 2.9 13.1 
 1.1 137.8
1953 83.7 
 5.3 13,7 1.8 7.1 2,9 
 5.6 1.3 
 121.3
1954 66.9 
 4.4 14.2 1.7 5.6 
 2.4 4.7 0.8 1/
100.6
1955 57.3 5.0 15.7 1.9 
 6.3 2.7 
 5.7 3.2 97.8
 

i/ Source: Direcci6n Nacional de Estad'stica y Censos. BoletiA Estadistica No. 77 

2/ This excludes exports of aold ($7,5 imillion in 1954) ..hich consisted largy of Lold bullion from the
 
Central Bank.
 



TABLE XXII
 

BOLIVIAtS EXPORTS BY CATEORIES, 1940-1954
 
Year Category I Category II
Live~~I Category III Category IVFo d P odVsRa


Live Animals Food Products Categols Category V
Raw Materials 
 Manufo Articles 
 Gold A Silver Total
 
Thous.Thous. 
 Thous. Thous. Thous. Thous. 
 Thous. Thous, Thous. Thous.
Tons $US Thous. Thous.
Tons $US 
 Tons 
 $US Tons $US Tons $US 
 Tons US
 

1940 0.5 19.0 2.1 
 296,8 175.2 46.968.9 

1941 0.9 416.5 

01 46.6 2,497.6 177.9 49.828°91.6 393.9 191.0 56.896.0 0.1 
 2.892.6
1942 2,2 50.7 193.7 60.649.7
84.9 0.8 165.9 195.2 62°075.6

1943 2.2 104.9 0.01 

0.4 80.2 3,250.2 198.6 65.656.8
1.1 223.1 78.030.9 
 0.5 195.4 
 3.268.4
1944 3.5 206.0 0.2 40.1 225.7 81.600.6
194.8 73.818.5 
 0.4 383.8 3.465.4 198.9
1945 1.9 115.1 0.05 77.553.8
12.3 199.9 76.279.5 
 0.8 579.4 
 3.105.4
1946 0.8 103.9 202.6 80.431.6
0.2 72.7 191.6 68.437.9 
 0.3 578.9 
 0.02 4.456.9
1947 1.4 202.8 192.9 73.650.2
0.1 20.4 199.1 76.206.0 1.0 333.1 
 4.666.9
1948 0.8 89.7 0o1 201.6 81.429.3
43.6 241.0 106.894.2 
 3.0 182.3 
 5.616.1
1949 244.8 112.825.9
0.9 99.0 0.5 214.7 220.6 95.948.0

1950 1.4 162.5 

0.7 242.9 6.465.4 222.7 102.970.1
0.6 151.4 214.3 
 88.788.4 
 0.3 150.0 
 4.819.9 216.7
1951 0.7 168.7 94.072.4
0.5 137.7 249.4 143.617.1 
 1.1 367.2 
 0.2 6.355.2
1952 0.9 1231.2 251.8 150.646.0
0.9 275.5 255.5 134,198.7 0.08 
 156.0
1953 0.4 884.6 4.8 386.3 
0.2 6.245.5 257.4 142.106.9
207.7 117.714.3 


1954 0.06 238.4 5.298.5 213.0
0.1 59.7 1.8 124.522,1
879.5 180.3 98.137.1 
 0.02 249.4
1955 l/ 9.9 4.369.0 182.2 103.694.7
576,3 94,002.4 
 219.4 
 7.566.6 
 102,374.6
 

l Preliminary Figures for 1955.
 

Source: For year, 1940-1950, Banco Central 'le Bolivia 26a. Memoria anual correspondiente a la gesi6n de 1954.If it 1951-1954, Direccion 1acionnl de .stadistica y Censos 

Note: This does not include exports of monetary -old and silver.
 



TABLE XXIII 

EXPORTS BY COUNTRY OF DESTINATION, 1948-54 i/ 

(In Thousands of US Dollars) 

Year 
 United States % Great Britain Argentina % Rest ofWorld 
 Total 
1948 70.648.1 
 63 39.723.4 
 35 1.532.4
1949 65.972.9 1 921.9 1 112.825.964 31.341.8 10030 1.559.2
1950 62.731.9 67 

2 4.096.2 4 102.970.1 100
27.880.9 
 30 2.156.7 2
1951 1.302.9 1
98.963.1 66 94.072.4 100
48.240.2 
 32 1.301.2 1
1952 2.311.7 1
92.573.6 66 150.816.2 100
44.267.7 
 31 1.109.3 1
1953 3.144.0 2
69.158.6 56 141.094.6 10051.648.2 
 41 1.051.4
1954 1 2.663.9 2
65.291.3 124.522.1 100
59 42.392.2 
 38 1.344.8 
 1 2.195.3 2 fll.223.5-2/100

1955
 

l/ In this table there are a few discrepancies with the totals mentioned in Table XXII which, so far, the
Bureau of Statistics has not been able to correct.
 

2_/ This includes monetary gold amountin- to US $7.5 million.
 

Source: 
 For year 1948-1951, Banco Central de Bolivia 26a. Memoria anual correspondiente a la gesti6n de 1954.
1952-1955, Direcci6n Nacional de Estadistica.
 



TABLE XXIV
 

IMPORTS BY CATE3ORES (In Thousands of US Dollars)
 

Year 
Live 
Animals 

Food 
Products 

Raw 
Materials 

Manufactured 
Articles 

Gold and 
Silver Total 

1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 

1948 

1950 
1951 
1952 

1953 
1954 21 
1955 V 

936,4 
1,233,8 
1,525,5 
2,683,4 
2,077,3 
2,066,7 
2,157,0 
3,081,8 

2,861,5 
4,738,8 
2,241,9 
2,016,0 
3,357,5 

3,072,0 
1,465,8 
4,382 

3,940,3 
6,270,4 
8,727,4 
7,545,1 

10,116,3 
12,584,4 
17,752,7 
17,498,3 

18,418,9 
15,786,9 
17,615,2 
22,917,6 
24,449,7 

22,660,0 
21,599,5 
22,278 

2,731,3 
3,546,4 
5,206,9 
5,007,5 
5,323,0 

6,386,8 
6,575,8 
7,682,7 

9,147,3 
10,889,8 
5,947,8 

11,370,9 
10,828,0 

9,970,2 
9,810,0 
9,281 

12,77051 
16,696,6 
17,775,0 
23,341,1 
19,934,8 

19,331,9 
24,880,1 
31,294,5 

38,308,0 

46,944,0 
30,037,8 
49,533,0 
53,513,8 
31,649,0 
32,607,7 
47,491 

471,4 
655,0 
-

958 

20,378,0 
27,747,2 
33,234,8
39,177,1 
37,451,3 

40,369,8 
51,365,6 
59,557,4
68,735,8 

78,359,4 
55,842,7 
85,837,6 
92,620,4 
68,006,2 
65,483,1 
84,390 

!/ Since the middle of 1954 CIF values are kept; prior to this all values given are FOB values. 

2/ Adjusted with Point IV figures for wheat and flour. 
Souirce: Banco Central de Bolivia 26a. 
Memoria anual correspondiente a la gesti6n 1954.
 

For years 1951/1955, Direcci6n Nacional de Estadistica.
 



TABLE MXV 

IIE'URTb COUN PRY OF 0ZIqTN (In ThousandsRY 
of US Dollars) 

Country 1948 % 1947D 1950 51 1951 o 1952 
 '" 1953 
 1 054 195 1/United States 33,777 49 40, 2 23,59! 42 36,238 42 37,936Great Britain 4,169 6 4,277 
41 21,604 32 24,940 38 33,230 396 3,936 7 6,995 8 7,733 8 4,64,2 7 4,335 7 6,069 7Germtany 151 - 431 1
Argentina 131 2 5,107 6 3,248 5 4,024 6Chile 11,151 16 12,429 16 7,9073,775 6 3,520 5 9,864 18 11,39 14 12,734 14 9,754Peru 2,947 5 L,684 5 3,025 14 7,667 12 8,400 107,048 10 6,353 3 2,297 3 1,343 28 6,042 11 811 1Belgium C,_761 1O 6,1498 7509 1 1,383 2 1,464 9,550 14 7,383 11 5,4903 2,070 7Sweden 1,110 2 1,367 

2 2,612 3 1,808 3 1,855 32 758 2,393 3Brazil 1 871 1 1,891 2
2,026 3 1,120 1 1,155 934 1 1,044 1 2,380Sw<itzerland 2 2,171 3 2,531 3 1,214 2 
3 

989 1 1,501 2 1,172 2 614 1 1,923 2
1,751 2
Canada 1,978 2 1,519
172 - 350 - 2 1,426 2 1,519986 2 2,200 3 4,616 2
Rest of World 3,998 6 4,825 5 5,804 9 3,289 56 3,494 3,480 4
6 6,427 8 5,959 6 5,633 8 
 7,563 12 10,788 13 

Total 68,736 100 78,359 100 55,843 100 85,838 100 
92,620 100 68,006 100 
65,483 100 84,390 100
 

/ Adjusted with Point IV figures for wheat and flour. 

Source: For years 1948-1950, Banco Central de Bolivia 26a. 
Memoria anual correspondiente a la gesti6n 1954.
t "1 
 1951-1955, Direcci6n Nacional de Estadistica y Censos.
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TABLE XXVI
 

IMPORTS OF PHINCIPAL FOODSTUFFS
 

(In Thousands of Dollars)
 

1950 1951 1952 1953 1954 1955
 

Cattle 1,967 1,675 2,992 2,835 1,398 4,330
 
Lard 905 1,834 2,100 1,618 1,577 1,180
 
Wheat / 2,942 2,393 5,845 6,285 5,021 5,043
 
Flourl_/ 1,928 3,659 2,491 1,659 2,399 3,958
 
Powdered Milk 543 473 1,196 579 1,068 2,245
 
Condensed Milk 223 702 592 585 599 
 813
 
Sugar 5,122 6,904 5,069 5,768 4,925 4,046
 
Vegetable Oil 968 965 948 917 715 561
 
Rice 1,149 1,542 1,968 2,052 2,582 1,392
 

(In Metric Tons)
 

Cattle 3,331 3,406 4,375 4,653 1,597 8,040
 
Lard 1,882 2,998 2,605 2,890 2,832 2,607
 
Wheat / 33,881 32,487 73,725 71,570 58,792 51,935
 
Flourl_ 17,399 32,927 16,414 11,210 19,357 25,859
 
Powdered Milk 750 535 1,388 932 2,292 4,614
 
Condensed Milk 861 2,340 1,916 2,113 2,312 3,648
 
Sugar 36,824 43,474 33,084 51,586 50,087 42,766
 
Vegetable Oil 1,367 1,358 981 1,049 1,583 1,536
 
Rice 8,210 9,737 10,672 3,507 13,221 10,739
 

2,/ Adjusted with Point IV figures for 1955
 

Source: Direcci6n Nacional de Estadlstica. Boletln No. 77.
 



TABLE XXVII 

MACHINERY IMPORTS _/ 

(In Thousands of US Dollars)
 

Soft 
 Wood-

Textile 
 Drinks working Mining Roads Sugar


Year Industry Agric° Graphic
& Beer Machinery Eouioment 
and In­

achinery 
 Inds. Bldgs. dustr
 
1948 
 916 
 137 
 248 
 2,283 
 347
1949 1,203 96 49 613 183
143 2,872
1950 489 170
310 458
63 28
51 
 1,463
1951 264 173
557 195
63 60
108 2,725 
 454
1952 763 92 74 329 45
141 2,641
1953 583 89
164 430
183 78
126 
 2,264
1954 590 82
168 580
60 412
59 
 4,749
1955 240 458 272 
 178
102 129
6,670 
 2,247 
 84 130 148
 

/ Source: Direcci6n Nacional de Estadlstica y Censos, and Direcci6n Nacional de Estadistica y Censos, Boletin
Estadistico No. 77.
 

Note: Elxcludes 
some officiql gcvernment imports (such as Guabir! sugar mill and United States aqricultural

machinery.)
 



TABLE XXVIII
 

FOREIGN EXCHANGE Ih1E BY SOURCES !/ 

(In Thousands of US Dollars) 

Non- Sales Govt
Expor- by the 
 Income
 

Tin Mn- Petrol- Agri-

Year Tin 

ters Public (Foreign
erals eum 
 culture Balance 
 (Tourists, Office
 

etc.) etc.) Total
 
1940 16,348 2,223 
 -- 281 -- 615 172 19,639
1945 32,433 3,187 
 -- 3,2'2 6,109 2,1211950 30,196 8 6,178 53,260
-- 1,119 1,536 1,6201951 62,638 10,947 --

1,470 44,757
2,051 1,618


1952 44,494 837 1,995 80,086
10,848 -- 1,848 1,159

19532_/ 42,050 19,572 

159 2,999 61,145
 
-- 983 -- 1701954 51,152 23,247 4,194 66,969


1,107 
 -- 2861955 l_ 50,660 27,309 1,400 77,192
113 1,083 ­ 102 
 447 79,715
 

l_/ Banco Central de Bolivia Boletin No. 106, Oct-Dec 1954.
 
For 1955, Secci6n de Estudios Economicos y Estad'stica.
 

2 
 It should be noted that in the above statistics since the end of 1953 the ex.ports of the medium sized mines have
been lumDed together iith those of the small mines. 



TABLE YXVIII-A
 

FOREIG1 EXCHANGE SALES TO THE CENTRAL BANK BY EXPORTERS _/ 

(In Thousands of US Dollars)
 

Year 
 Large Mines 2/ Medium Sized 
Mines Small Mines Other rot al 

1940 
1945 
1950 
1951 
1952 
1953 
1954 
1955 

15,114 
28,280 
26,452 
48,803 
39,404 
A6,261 
57,678 
54,780 

2,188 
4,347 
5,627 
11,497 
8,173 
2,904 

--

--

1,267 
2,993 
6,934 

13,284 
8,264 

12,458 
16,680 
23,189 

/ 

1,070 
17,640 
5,744 
6,502 
5,304 
5,348 
2,834 
1,746 

19,639 
53,260 
44,757 
809 086 
61,145 
66,969 
77,192 
79,715 

i/ Banco Central de Bolivia Boletin No. 106, Oct-Dec 1954.
 
For 1955, Secci6n de Estudios Economicos y Estadtstica.
 

2 
 Until Oct. 31, 1952, foreign exchange sales by Patifo, Hochschild and Aramayo. Thereafter foreign exchange

sales by the Mining Corporation.
 

31 
It sho'dld be noted that in the above statistics since the end of 1953 the exoorts of the medium sized mines
have been lumped together with those of the small mines.
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TABLE XXIX
 

1955 FOREIGN EXCHANGE (ACTUAL) INCOM OF THE CENTRAL BANK BY 
SECTORS OF PRODUCTION l/ (In US Dollars)
 

1. 	Mining Corporation
 

Tin 
 42,282,150.61
 
Zinc l, 269,085.99
 
Wolfram 
 5,311,485.72
 
Silver 39,829.82 
Lead 
 1,447,013.58 
Copper 
 1,165,955.41
 
Bismuth 170,721.27
Antimony 
 I,635.38
 
Other iiinerals 
 3,092,094.96
 
Total for Mining Corp. 
 54,779,972.74 

2. 	 MiningT Bank (Private lines)
 

Tin 
 8,378,109.96 
Lead 
 2,196,987.47
 
Wolf r7ui 
 8,188,333.53
 
Anti Mony 2,225,181.03 
Silver "-Lead 
 1,256,901.74

Silver 32,476.69 
Copper 
 168,172.87
 
Asbestos
 
Other Yinerals 742,943.89
 
Total for Mining Bank 
 23,189,109.18 

3. 	YPFB (not counting barter trade) 
 113,418.70
4. 	 GovernmenL (Consulates, etc.) 447,328.37
5. 	Private Firms 
 01,747.18

6. 	Agriculture 


1,083,33 8.4 9
 

Total Income 
 79,714,914.66
 

l/ 	Source: 
 Dep. de Estudios Econ6micos y Estadistica del Banco Central.
 

http:79,714,914.66
http:01,747.18
http:447,328.37
http:113,418.70
http:23,189,109.18
http:168,172.87
http:32,476.69
http:1,256,901.74
http:2,225,181.03
http:8,188,333.53
http:2,196,987.47
http:8,378,109.96
http:54,779,972.74
http:3,092,094.96
http:I,635.38
http:170,721.27
http:1,165,955.41
http:1,447,013.58
http:39,829.82
http:5,311,485.72
http:269,085.99
http:42,282,150.61
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TABLE XXX 

FOREIGN EXCHANGE SJES BY CENTRAL BANK I/ (In US Dollars) 

Commerce Government & 
Industry & Private Insti-

Year 
Private 
Persons 

tutions Rendering 
Public Service 

Mining 
Industry 

Total Ex­
oenditures 

1948 
1949 

50,278,059 
48.,009,294 

15,417,419 
13,214,788 ---

65,695,478 
61,2211, 082 

1950 
1951 
1952 
1953 
1954 
1955 

23,322,939 
48,244,483 
34,247,374 
30,479,021 
32,184,920 
26,278,236 

19,540,396 
25,994,698 
24,863,465 
22,071,495 
23,997,681 
32,614,999 

---
---

19,334,624 
19,465,509 
21,587,04 5 
22,711,596 

42,863,335 
74,239,181 
78,445,463 
72,016,025 
77,769,646 
81,604,831 

_/ Source: 	 Banco Central dQ Bolivia. Secci6n de Estudios Econc'micos y

Estadlstica.
 

TABLE XXX-A 

A comparison of the income and outgo of foreign exchange shows the following
 
balances: (In Millions of US $)
 

FOREIGN EXCHANGE POSITION OF THE CENTRAL BANK
 

Year 	 Income Outgo Balance
 

1948 
 63.0 65.7 - 2.7 
1949 56.8 61 2 ­ 4.5

1950 
 44.8 	 42.9 1.9

1951 80.1 74.2 5,8
1952 61,1 78.4 	 -17,3

1953 67.0 72.0 - CO 
1954 77.2 77.8 - 0.5
1955 79.7 81.6 - 1.9 

Source: Tables No. XXVIII and XXX
 

qA\
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TABLE XXXI
 

1955 	 FOREIG14 EXCHANGE EXPENDITURES 

us $ 	 us $

1. 	Government
 

Impocr ts 
 2,911,808.03
Services 
 14,710,453-, 2 17,622,261.95
 

2. 	Private 7 istitutions Rendering
 
Public Service
 

Imports 1,820,506.82 
Services' 11,749,443.97 13,569,950.79 

3. 	 Priv iie Persons
 

Imooi: s
 
SeL-vices 39 222,15 

4. 	 Mining jcrpcration 

Tmor t s 12, 882,136.57
So rvicE;s 
 3,552,421.91 16,434,558-48
 

5. 	 iinin, 'Uhnk 

Tirv"rt s 2,061,575.88
Sorvi c e 4,215,462.40 6,277,038.28
 

Sub-Total 
 53,943,031.65
 

6. 	 Banks 1/ 

3anking Dept., Central Bank 28,063,254-03

Auri cultural Daink 
 410,000.00

Private Bank. 
 1_,7_08,000.00 _0181,254.03 

Total 
 84,124,285.68

Less Refunds in May 1955 !3,665.&5
 

TOTAL 
 84,10,620,23 / 

_/ 	Includes purchas:ea for commerce, industry and the general public,
 

Ther,, aT 	 is, difference with Table XXX tetaling 81,604,831 whiuh according
to the Dept, of' Economic Studies of the Central Bank is due to the follcw­inp 	 reasons; I) The second total 	includes global allocaf-ions to the banks--nd to 	th , V3nking Dept. 	 of 'he, Central 3ank . These amoun,,s have already
b er, 	distributel in the previous total. 2) The difference in the total 
s ]ue be thc 3ankiny Dept, of the 	Central Bank which, accordinr-; to thetahlc, received $28 million, in reality did not spend all this amount and

h*ad a balance of ,P2o5 rMiLlion left over. 

http:84,124,285.68
http:0181,254.03
http:1_,7_08,000.00
http:410,000.00
http:53,943,031.65
http:6,277,038.28
http:4,215,462.40
http:2,061,575.88
http:3,552,421.91
http:882,136.57
http:13,569,950.79
http:11,749,443.97
http:1,820,506.82
http:17,622,261.95
http:2,911,808.03


TABLE XX-XII 

CENTRAL BALfK iR2SER'VES _/ (In Thous3fnjs of US Dollars) 

December December December December 
 December March June
Accounts 
 1-951 1952 1953 !954 1955 1956 1956
 

Gold in 3olivia 7,085 7,511 7,511 
 10 134 1,030 1,004
Gold Abroad 
 15,756 15,756 15,743 5,958 2,508 2,508 2,510Promissory Notes,Mining Bank .... 932 1,472 ---Foreirn Exchane 11,692 7,968 (-) 28 11,488 10,796 6,441 
-­

4,196 

Total Gold ?IForeign Exchange 34,532 31,235 24,158 18,928 13,438 
 9,979 7,711
 

LESS:
 

Obliigations Abroad 4,480 2,610 4,353 2,613 2,613 
 2,613 2,613
Letters of credit pending 2/ NA NA 5,571 12,749 26,810 10,934 13,448Collections Outstanding 
 NA NA 1,740 2,852 4,472 3,971 2,999
 

Total to Deduct 4,480 2,610 
 11,664 18,214 33,895 
 17,518- 19,060
 

Total Availabilities 30,052 28,625 12,494 
 714 (-)20,456 (-) 7,540 (-)11,349
 

lj Source: Boletin No. 106, del Banco Central 25a. 'ertoriI an ' du-.i.rco Central, corr-snondin7 to the year 1-953, data corres:onhinz to th3 yer 1954, 1-955 an,,- 1256 from 'he D'or ment of Economic 
Stu'-'es of the Central Dank. 

21 Since January 1956 excluling lettors of credit vth regard to special a-reements and to United States aid, 
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TABLE XXXIII 

FOREIGN EXCHAN}E POSITIOU BY MONITHS (In US Dollars) 

1955 Income Outgo 

January -
May 
June 
July 
August 
Septembe~r 
October 
Novembe 
December 

April 25,644,598.79 
7,799,169.34 
5,414,439.69 
5,085,307.79 
7,666,652.74 
6,055,102.12 
4,942,4l1.18 
7,045,485.09 

10,061,747.94 

31,817,063.33 
7,168, 827. 92 
8,899,026.36 
5,059,112,36 
6,082,595.56 
7,284,658.50 
5,154,587.60 
5,139,651,75 
7,505,096.85 

Total 79,714,914.68 84,110,620.23, 1/ 

1956 

January 
February 
March 
April 

5,987,620.98 
4,448,252. 50 
9,277,658.60 
7,898,299.88 

10,520,037. PI 
5,667,149.8, 
8,582,452.80 
7,125,907.18 

Total, January to April 27,611,831.96 31,895,547.67 

jI/ See footnote of Table XXXI
 

Source: Department of Economic Studies of the Central Bank.
 

1i
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TABLE XXXIV 

HESUIME, FOi{EIcGN EXCIIANIE BUDGET, 1954-1956 (In US o,:D,,.L)-

A. 	 Income 1954 195125 

.1. '[inin Cornoration 65,519,395.- 70, 2 , '7.01 7- F, I 

2. 	 Mining Bank 23,302,749.- 20,54_,"?J,- 2>, ,."3. 	 Agricultural E.--orts 6,000,000.- 3,000,00.- ?, 0'O. 
4. 	 Govt. Income (Con­

sulates, etc. 1,000,OCO.- 1,COO, O1C'.- ,50,C'.
5. 	 YPFB 6, 0 -


Total Income 95,.-2,144.- 101,L7,0:.01
7 	 ,,l,". ,' 

B. 	Expenditures
 

1. 	 "ovt, Dcpts'unici­
-'lities 4,871,683.97 4,345, 7 2.0 5,?I-,736U

2. 	 Uichaid for economic
 
develo-ment 1,300,000.- 6,10100 ­

3. 	 Ministry of Economy 32,550,000.- 33,00,0C0.- ?26,- , >'0.­
4. 	 Commerce 10,000,000.- 10,0030,020.- 5,I) "" ­
5. 	 Industry 15,000,000.- 15,000,0:-0.- 1, 0", 0 . 
6. 	 !Mstch '-rxloqivcs


Factory 300,000.- 1,022, 0$90. ­ r ,.
7. 	 Other M[iri,;tries 7,203,533.89 7,642, 09.L' l , ,156. -0 
8. 	Other OontL ib. of Point 4 1,700,000.­
9. YPFB 3,000,000.- 9,725,000.- 11,7/?,,53.

10, Lloyd Acre; Boliviano 1,509,500.- 1,509,520.- 1,62),760.­
11, iRailroadF 5,146,928.- 4,384,622. "06 	 0o~ ,, ',
12. 	 Private Concerns 1,390,000.- 1,099,006.-o, 0 0,56 ­13. 	 Bolivian Develop. Corp. 2,900,000.- 5,541,000.-',,,5<, 
14. Mining Corp. a)b)c)d) 36,900,119 ,40 30,154,5,00.92 3y,1L2]. -a) Realization Costs 18,400,119.40 14,616,120.29 14,62CC20.­

b) Compensation for 
expropriation 2,000,000.- 3,00,000.- 9,0-, ,


c) Exuloitation Costs 16,500,000.- 1?,538,32. !5 ,.-,... 
d) Mach. 2'Eaui ment ....... ,, C, ­

15. 	 Mining Bank a)b)c) 11,600,000.- 7,92,000.- -	 , O20,a) Realization Costs 6,600,000.- 6,000,000.- 7,00,('O°­
b) Exploitaition 5,000,000.- 1,942,000.- it, P00,020.­
c) lach. - Equipment --- --- 1,41,

16. 	Dollar Auction 4,000,000.- 2,500,00C.­
17. Instal]m(nts on Credit
 

Agreements 
 800, 000- ] , 0 2,, ...
18M 	 Previous Items 1,200,000.- 2,000.000.- 70n, .
19. 	Other Exnenlitures 1,330,000.- 950,000.-

Total Expenditures 141,901,765.26 144,416,470.07 164.,- 5(:Tt
Total Income 

, 
95,822.144.- 101,473,05C0(" 116,

Deficit 46,079,621.26 42,943,420.06 ,, ... . 
Less 
a) US Aid - 13,700,0,)0.- -18,020,000..- -4.ooro C.­
b) Credit Agreements - 13,591,941.09 - 7,691964.5" -- ]f 6 . 

Deficit still to be financed 
when 	 budget wvrs draim up 18,787,680.17 17,25i h,4 , 'I,, 


j Adjusted

Sourcef Foreign Exchange Budgets for years 1954, 
 1955 	 and 1956, 

http:18,787,680.17
http:13,591,941.09
http:42,943,420.06
http:46,079,621.26
http:144,416,470.07
http:141,901,765.26
http:14,616,120.29
http:18,400,119.40
http:30,154,5,00.92
http:7,203,533.89
http:4,871,683.97
http:101,L7,0:.01
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TABLE )GMCV 

BAL.VICE OF PAYNTS DATA, 1951-1954
 
(In Thousands of US Dollars) 
 A - CU.IL:T TIASACONS 

Credit Debit 1951 
 Credit Debit 
 1952 Credit Debit 1953 
 Credit Debit
Pal-- Bal- Re- 1954 Credit Debit 1955-
._ods and Services Pci- Bal-odtss v ceiots ment s 'ince ceints .ns e- P-- Bal- Re-ance cei Pay- Bal- Ti;te Taei- Bal-
R P Bal
ments ance
1.i ceints ments
Joos ImotFB ance ceints ments ance
" 
Ex--rts -, 'Li im.ort. FOB 124,-5' 20,867 ;6,2P7
.on-onetarv old 1vnt 71 189 
Q9_7Ll 7,706 84,140 92,4CO - 260 79,939 71.989 7.950 86,20103 _, 1,203 36 82,198 4.003
89 36
56 -564 390 -390 2,707 2,707426 -426
l. 630 -630 232
ransport aticn(4 i .2 11.39 -11r(.1.oo 4 -432-±i,38-
 ! 42,64 L2 ''-12,642 
 1,176 - 1,176, .167 8,593 -8,593
,167 -11,956 13,520 -13,520
'.2 Other 444 -444
2'= -215 7,312 -7,312 12,406 -12,406
686 -686
- -nsurwce 731 -71
T 281 -1.281
-36 1 !i -112 -1.113
 . nves nt nc.(6.1+6.2) 104 -104 14
3,208 - 3,208 411 -397 72 410
16,482 -16,482 -33_
Direct invostent 665 -665
6 .1 2,569 - 2,569 500 -500 9 ­16,336 -16,336
6.2 thr interest 
 6
639 -6oz 
 1 6 -136 -9
665 -665 


-

-Ic -o . 41 - 4L - ,94 

-7'7.1..2
7.1:.lo x-nX-r.aitures 41-1 1,633 - 1,223 3,021 6,201 -3,1802 Other 4,194 7,740 -3,546 1,000 1,250 -250


SIlor6es 3,021 201 -3,180 4,194 71,609
3000,223-10 O96 1.2
2L aS rO16 _ 5__-896686_12_ -1,609 
__________________________es___1-_______i_2.o7 _.8.65 -863 169 1,60
761 -S92 !0686 12381-0.695
r ... 14 15 1Th 258-2,6i4 88,539103,270 -Ik 7 3 1,746 12,947-1,201399 3 82.69 96,145 -13,506
97 -97 8,167 8,167 

90,727 11,126 -20,398

*rvate ziemittances 414 20,115 20,115
15 399 
. n - ns US 8 -id 651 _ Ttl .12o f26 22 37 3 6 2 2,l094 .6~ ....
:~ •~ 2 - , 68,7~1337"-01 C0o761 8367_' _9 8167 2011582_~ -89 3, L.82 20!i5103,?67
:et Errors c -- 8 0 8 1________20__________11______t.rssions 


'16 rinus io1 17i828 90,e06 96,145
2,485 -5.339 110,843 111,126 -283
-6,94~ 
 -2,5,994
 

-5.753-15.83
 

t')
 
N)
 

-

c"
 

http:5.753-15.83
http:es___1-_______i_2.o7


TABLE MccV
 

B. C-APITAL A1D MONETARY OLD MOVE?:wT(Increases or Decreases of the Net Movement
 

oludin 3anks))privater={Financing 
 Assets 1
Liabil- 'ince
-st ities Bal- -,ssets D252lities 'ince 1953
Liabi-
ienn Bal- 1954
Lai
AstimCits Liabil-
 Bal-
e Assets ities once Liabil-
i!:l Direct Investment Assets ities 


1,041
Short .erm Capita] -1,416 -1,504 88 
 -18,867 -18,86712.1 .oney, deposits, 1,9001900
ObliC. of -ovt.-ffi hers - 1,416C.C Others1 -1,504 88
 
1,900 


f i-Lonz Insit fj c-j-1u ilm
 
13.1
!,.i 3.6)
ort Loans 
 4 4,161 -4,157 2,500
13.3 Portfolio 14,157 -11,657 -85 85
&4-! 17,333 -17,333 -15,558


1,630-1,630 
 -11,000
0 0 

13. 
 4ootzto 4
 
7 Other 
 5,504 -5,504 -3,177 3,177
_;.6h -1,715 1,715 -2,201
!_.l Dayment Agreements 1,rL 2,5i00 2,00-1 ,4 1 0 5 -2 0 4 -0 8 5 6 5 917,405 11,421 -2_2 


mp.Tran sactions 

14.3 Other!- Oblis.irnsictionsw/Off. 

I1".2. th stitutions 8252
11. Other . . . •.69 
 6,50 -6,509 5,872 

73fln Letters of Credit 


.?nev.13.14-451 6 -6b911-2,31
d...Deoslts 
 lO.
-e 16
lO_7- 11 
88 i2 84 84
o-o 
657 6, 22-! 8i0 -12 -­22-:id -20326
9 -2,16 10104 - -16,7461b4-360 -10,
16l9l _o 

8 

425- - 59
-oo 6,
.:ote: All -,mounts rounded off. -1
Source: 
 Bonco Central de 3olivia 24a y 25a. 
5 -__2


:emoria anual --Departamento de Estudios Economdcos y Estadistica.
(information in question considered by the Central 3ank to be highly deficient)
 

'lLiabil-
 Bal-
Bal­anee Assets ities ance 

-1,041 2,918 -2,918
 
1,900 1:000 13,224 -11,924
2 918 -2 918
 

1,900 1,300 
 1,300
 

-1 224
 

15,558 -6,419 
 6,419
 
11,000
I , 0
 

2,201
 

37 ,6 -3,513 3,513
1421-
 -2 906 
 2,906
 
852 2,02
 - , 6
 

,022,042
 

5,872 -4,100
,672 24, -4,100
- 100
 

3 26
 

3 -16,118 

kr 
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TABLE XXXVI
 

1955 ACREAGE PLANTED IN BASIC CjOPS _/ 

Number of 
 Yield Number of Ad-
 Potential
Crop Hectares Planted 
 (In Tons) ditional Hectares 
 Yield with
 
Immedo Available Present Meth­

ods (In Tons) 
Potatoes 30,200 120,800 113,150 452,600
Barley 55,950 
 40,00 97,120 69,440Wheat 33,200 17,000 84,250 
 43,140
Rice 11,600 
 11,600 110,000 110,000
Corn 47,500 95,000 115,860 231,720Sugar Cane 
 15,000 525,000 100,000 
 3,500,000
 

Estimated agricultural surplusses (or deficit) in Bolivia if all available
 

acreage were cultivated with improved methods:
 

Crop umber of Hectares Surnlus in Tons
 
Potatoes 
 143,350 
 757,475
Wheat 
 117,450 
 (-) 41,625 (deficit)Rice 
 121,600

Corn 268,540 

163,360 
 603,040
Sugar Cane 
 115,000 
 7,305,000
 

i/ Source: 
 Estimite by the AgricuJtural Servicioo
 

Note: 
 United States per capita consumption of potatoes, wheat, surar, riceand corn during the post-depression years was taken as a basis for this
comparison (see Econo!ic Forces in the USA in Facts ?, Figures - U.S. Dent.of Labor, Bureau of Labor Statisrics in Cooperation writh ICA),
 

Although United St:ites consurrirtion of certain items as
such ricelower in ti Uljnite(d States than in Ltin America, 
is 

thi, difference is lara]_ycomnons-at ,rd by th, tfIct ta'it the -rho]e noulation of Bolivia ,r' incurjedin the present calculation uhiir, in realit1y a larye sector of thr: po r.)ulatian- the subsiatrncc frmr har-ily ever- consiumes somr of these r rIucts(with the exception of' whichpotatoes constitutes his basic diet). 

n 
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TABLE XXXVII
 

YIELDS OF SPECIFIC CROPS IN BOLIVIA i/
 

Present Yield (in Kilos 
 Yield i'th Improved

Crop per Hectare) Methods (in Kilos p'er
 

Hectare)
 

Potatoes 
 4,000 kilos 

Barley 
 715 11,500
 
Wheat 
 512 " 
Quinua 407 " 
Sugar Cane 35,000 " 
Rice, hulled 1,OuU " 
Corn 2,000 " 
Alfalfa, green 10,000 " 

6,500 kilos
 

1,500
 
00 

75,000
 
2,275 

nflno t 

20,000 " 

_ Source: Estimate made by Agricultural Servicio.
 



TABLE XXXVIII
 

SUMM1ARY OF TiETD 1. PHODUCTION 

From Mines no:. Nntion'lized by MinerQ -'Yes &!5 to Jun3-
0, 1956 (Tons Fine iMtal_)
 

-,inerals 1951 !9 52 10 50 155,: : 156 (- on h 
I-.] I•. -'-
,a 
 '.;
_ _(months)
 

Tin 2803865, ",326.9 26-034, 25,850_Zinc 22'0O"o9 2;., ' 11,326.42-q,305. 8 21)603.1 113852.6 
 17,607-Q i,65?.6
Tungsten 
 678o i j0J.3 .8 i,18o0 1,640 9 iA6157
lead 791.6
?,797.2 9 7g 
 9 79 9556T.n, 6,407.0

,28.0 ' 076.2


Bis-uth 3, i9.6 3,33.1 3,252.3 1,906.335%3 _-2.0 53.4 4_3.1
Antimony 41.8 18.5
217.9 10.3 
 12,5 23.1Silver (kilograms) 
 214, 803°- 19,P633.- 167,206.- 141,877.-
17.3 

189,186,- 126,059.­old (grams) 22511..- 17,847.-
 17,451, 12,358o- 10,63,.-
 5,339.-


Courtesy: 
 Ford, Bacon and Davis, Inc.
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TABLE XXXIX 

ORE RESERVES SITUATION AT HINING CO.iPORATION'S TIN HINES 

Indicated Life
 
Operations (includes geo- Possibility In,iitited
 
non-profit as logic ore) of Increasing 
 trend in


l1ine of June 1956 Years deserves "radeore
 

Colquiri and adjoining 
properties 
 16 good d,,n


Huanuni 
 8 fair

Catavi 10 limited do.n 
Chorolu, 
 3-4 fair d(,.

Tasna 
 3 fair (In"'i 

-, XtoX 4 none downCaracole s 3 very limited dom 
Viloco (tin section) X 2-3 none don
 
Oplo Sict Suyos 1-2 n)ne

San Jos X none very 1.i-:,-I ci.-n
S nt, F" X none limited lo 
Japo 
 X none ncne 

Horoccc;Th X 

--­

none none
 
Coaquechaca X none very limaite ;town
Colavi 
 X none none 

Courtesy: Ford, Bacon & Davis, Inc.
 

,j\
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TABLE XXXX
 

TREND IN GRADE OF ORE AT MINING CORPORATIONIS MINES
 

(TO THE MILL OR BajEF-ICIATION PIANT) 

1950 1955 
Mine Average Grade % Average 'Irade p 

Catavi 1.28 0.84 
Colquiri 2.02 1.74 
Huanuni 
Poto sT 

1.54 
1.86 

1o38 
1.30 

San Jos6 
Tasna 

3.15 
3.91 

2.16 
1.81 

Chorolque 2.28 1.32 
Oploca (Siete Suyos) 2.67 1.36 
Santa F6 n.a. 2.1 
Caracoles 1.89 1.29 
orococala n,a. n.a. 

Colavi 2.79 2.37 
Viloco 1.62 1.11 
Colquechaca n.a. n.a° 
Japo n.a. n.a. 

TABLE XXX-A 

ESTIMATED DECREASE OR INCREASE I AINERAL OUTPUT OF THE NATIONALIZED MINES 
IN NEXT FIVE YEARS UNDER PRESENT CONDITIONS 

Mineral Including 
Non-Economic Ouerations 

Tin - 11% 
Tungsten + 5% 
Lead - 68 
Silver - 81% 
Zinc - 96% 
Copper - 31c 
Antimony - 26% 
Bismuth + 101 
Gold - 97% 

Note: n.a. - not available.
 

Courtesy: Ford, Bacon & Davis, Inc.
 

,77t' ­



TABLE XXXXI-A
 

YPFB PRODUCTION AND REP'INING ACTIVITY, (In Thousands of Barrels) 

Crude Regular High Test
 
Production Gasoline 
 Gasoline Kerosene Diesel Oil Fuel Oil
 

1946 363 110 
 04 24 17 
 71
1947 377 135 
 04 25 19 81
1948 464 176 
 04 33 26 89
1949 678 334 11 41 41 177
1950 61.6 329 
 04 72 
 43 167
1951 523 245 
 04 62 38 
 72
1952 526 250 09 71 49 69

1953 601 263 
 20 59 62 65
1954 1695 663 40 127 194 552
1955 2692 915 
 14 146 230 
 747
 

TABLE XXXXI-B
 

YPFB DOMESTIC SALES (In Thousands of Barrels)
 

Diesel Regular High Test 
Oil Fuel Oil Gasoline Gasoline Kerosene 

1946 
 18 57 251 04 37

1947 18 
 39 287 06 44
1948 27 29 337 03 50
1949 30 
 23 347 
 10 60

1950 
 37 35 365 28 62

1951 41 
 17 377 67 74

1952 45 13 445 52 91
1953 97 
 37 448 60 97

1954 205 466 486 
 93 119

1955 215 
 634 537 100 148
 

TABLE XXXXI-C 

YPFB EXPTS OF PETROLEUM PRCLUC S (InBares) 

Argentina Chile Brazil Paragua. 

Crude Fuel Oil Gasoline Gasoline Kerosene 
Gaso-
line 

Kero- Diesel 
sene O­

1955 476,123 6308 97,526 31511 6371 145 264 3 2 

Source: YPFB
 



Railroad 


Antofagasta-Bolivia 

Bolivia Railway Co. 

Guaqui-La Paz 

Arica-La Paz 

La Paz-Beni 

Villazon-Atocha 

Potosi-Sucre 

Cochabamba-Santa Cruz 

Corumba-Santa Cruz 

Cliza-Caroma 

Cliza-Arani

Machacamarca-Uncia 


TABLE XXXXITI
 

BOLIVIAN iZAILROAD TRAFF'IC DTIG 1955 j 

Freight Traffic (In Metric Tons) 
 Total
 
Passenger


Local Importation T-onrtation 
 Manerals 
 Total Traffic
 

326,126 107,637 
 .2,OR5 241,199 687,047 896,287
403,917 136,325 
 11,C,52 
 92,454 643,748 1,253,705
32,191 121,845 
 124 3,550 157,710 162,105
11,130 81,157 2,355 
 35,860 130,502 156,556
 
-
727 	 1 728 11,835

58,756 ---
 9,420 68,176 156,027
40,466 ...... 
 752 41,218 15,155
NA NA 	 MA 
 NA NA 	 NA
NA NA 
 NA 	 NA NA 
 NA k)13,619 
 1,651 15,270 294,173 a4,326

71,072 ---	 --- 4,326 244,730
21,908 92,980 76,729
 

l/ 	It shoutd be noted that these figures should not be added vertically since this would be double counting on
account of the fact that in certain cases the same minerals and passengers are being transported by various
 
railroads.
 

Source: 
 Direcci6n General de Ferrocarriles
 



VEIILE :I ISTU.CLTV.AI.A I.? DECE TE ' l, 1955, BY IUTz3. . !,J' TYPE OF IT"]Ar'iI'rLST :,,D 
W1%HEE IRE, STLED I/ 

Pick-up Trucks 
and StationTotal Auto-
 'aa ons Jeenp-tye OtherVehicles Truck-s 
 mobiles (Camionetas) Vehicles Vehicles 

Total for Bolivia 20,307 67797858 
 4145 
 972 
 553
 

La Paz iO, 978 2851 4814Oruro 2534 5552,366 221110 562
Cochabamba 525 542,930 115Ih1 840Potosi 414 891,052 169602

Chuquisaca 1,059 565 

145 239 60 6
 
528 

204 46 7Tarija 352 
237 


Santa Cruz 1,317 
53 85 28
933


Beni3/ 150 97 115 
10
 

66 22
22 11Pando 2.1 1211 -_
5 -- 4 -­
2 


!_/ Source: Direcci6n qeneral de Transito y 2odaie (dota derived from vehicle re'istration lists in Doliviin's nine
de ar....... 
 s c ecembor 31, 1955, but subject to revision unon comnletion o" first 7eneral vehiclecensus no',- beir. underta-ken 1-, th1; office)3' 3 ompisinc 540 natsnger buses 2nd 13 cihcr vehicles
 
3 1953, the recent 
 vni -blc 
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TABLE I5U=0CV 

AIR TRAFFIC STATISTICS FOR AIRLINES OPERATING IN BOLIVIA, 1955 1/
 

Passengers
No. 	of Distance Flown Total Tonnage Transoorted2_/
Air 	Line No. Trans- Passenger Quantity in
Flights in Kilometers 	 Metric Ton
ported Kilometers 
 Metric Tons 
 Kilometers
 
(000 Omitted) 
 (000 Omitted) 
 Carried
 

(000 Omitted)
Lloyd Aereo Boliviano 
 20,090 
 5,232 158,002
Panagra 	 47,537 40,310
2,704 	 10,543
n/a 31,721
Bolivian Development Corp. 	 n/a 367
1,317 	 n/a
376 4,143
-Lining Corporation 	 4,486 4,261
548 	 1,216
172
YPFB 	 411 128
800 	 224
237 1,270 	

710 

Frigorffico Los Andes 437 	

1,680 2,960 
 955
177 
 986
Frigorlfico Ballivian 	 412 2,437
653 	 1,065
191 2,139
Compamia Ixiamas ./ 	 637 3,673 1,133
42 
 10 
 41 11 	 33
 

V/ 	Source: Direcci6n General de Aeronautica Civil; figures for other lines mentioned on page 147 not available.
Includes passengers, air cargo, parcel post, mail and baggage
Flights only during January and February, 1955
 



TABLE X XV
 
A'• O"',SJV.TIO P PESON,1 QUATlTITIES 2EO?:3:DED P111 PE3 ,,'11, 
 COf3U1 T)EOF T.-E 1TU-,PTITES......, , A . CO;SU " ' TI"
 

RCO:'TfI]DED FOH '.,' ff..LIS.T 71OM.TO, AW'IIJST 1955 

Calories Proteins Calcium Iron Vitamin A Thiamin RZiboflavin Ascorbic 

Urban Zone
Actually Consumed 
Quantity Recommended 

Percentage Consumed ofQuantity Recommended 

Rural ZoneActually Consumed 

Quantity Recommended 

Percentage Consumed ofQuantity Recommended 

Both ZonesActually Consumed 
Quantity Recommended 

Percentage Consumed ofQuantity Recommended 

1731 
2113 

81.9 

1589 

1981 

80.2 

1674 
2061 

81.2 

52 
56 

92.8 

39 
55 

70 

47 
56 

83.9 

79 
925 

19.3 

195 

940 

20.7 

185 
931 

1919 

7.0 
10.8 

64.8 

5.5 
10.0 

55.0 

6.4 
10.5 

60.9 

1,824 
4,302 

42.4 

862 
4,108 

20.9 

1,440 
4,224 

34.1 

0.47 
1.00 

47.0 

0.40 
1.00 

40.0 

0,44 
1.00 

44.0 

mlg _ 

0.56 
1.4 

40.0 

0.36 

1.3 

27.7 

0.48 
1.36 

35.3 

Acid 
m2 _ 

40 
70 

57.1 

83 
65 

127.7 

57 
68 

83.8 

Source: Health Servicio 



TABLE XXXVI
 
AVELRA]E NUTRITIVE VALUE PLI PR3SON PEZ DAY OF TENTY ONE-yEEK FAMTILY DIETAZIES AND CO-DAISON WITH RECOTYENDED 

DIETARY ALLO',JA NTS 

Calories Proteins 

Srs. 

Calcium 

mlg. 
Iron 

mlg. 
Vitamin 

A U.I. 

Thiarmin 

mlg. 

Riboflavin 

tuls. 
Vitamin 

C m.7. 
12 Urban Families 

Average daily intake per person 1731 
Standard deviation 528 
Recommended daily dietary allowance 2113 

Intake as Percentage of Recom­mended dietary_ allowances 82 

52 
17 
56 

93 

79 
88 

925 

19 

7 
5.5 

10.8 

65 

1824 
2878 
4302 

42 

0.47 
0.21 
1 

47 

0.56 
0.24 
1.40 

40 

40 
57 
70 

57 

6 Families of FarmWorkers 

Avera-e daily intake per person 

Standard deviationRecommended daily diet allowances 
Intake as ,0 of recommended , 

1320 

1936 
68 

26 

53 
49 

143 

911 
16 

4 

10 
43 

314 

4172 
8 

0.22 

1 
22 

0.20 

1.28 
16 

87 

65 
134 

2 Families of Farm Owners 

Average daily intake per person 

Standard deviationRecom. daily diet allowances 
Intake as 0 of recom. 1, 

2400 

2114 
114 

78 

61 
128 

349 

1026 
34 

9 

10 
91 

2507 

3919 
64 

0.94 

1 
92 

0.85 

1.5 
57 

70 

64.5 
109 

Source: Health Servicio 

0r% 



i., - XXVlI 

AVE:E C-131-PTION PR CHILD, QUAITITIES L-"O) "'"1;D2 :Ei C1II.D An 
FOR T.7,VD !:' -0'"'. 

P' U 1"YA'r 

.'-.7IA TI. 
07 TqZ '- I :cO 

, 

D 

OD_ ,955 

Calories Proteins 

@rms. 
Calcium 
zJ . 

Iron 
mni. 

Vitamin 
A I'U. 

Thiamin 
mlq. 

Riboflavin 

Mrl. 
Ascorbic 
Acidrnl7. 

Actually Consumed 811 24 122 3 365 0.2 0.3 35 
Quantities Jicecorimended 1,120 38 900 7 1,867 o.6 0.9 35 
Percentage Consumed of,uantitv decommended 72.4 63.1 13.5 42.8 19.5 33.3 33.3 100.0 

Source: Health Servicio 



TAB",Z XXLXaVIII
 

BOLIVIA'N PER CAPITA C;LLORIE INTAKE OF BASIC 
 FOODSTUFFS DURING 1955 

Items 
 1955 Domestic Pro-
 Total Avail- Apparent Approx. Total 
 Per Capita
Imports duction,1955 ability 
 Per Capita Calorie Amount Daily Cal-

Annual Con- Content of Calories orie In­
siunnft nn per 7i] take
Tons Tons 
 Tons Kgs.
 

Wheat & Wheat
Equivalent 87,850 
 17,000 104,850 32.78 3,330 2/ 
 109,157 32S.84
Rice 10,739 11,600 22,339 6.98
Sugar 3,450 4/ 24,081 65.9842,766 8,000 50,766 15-87 4,000 / 63,480 173.92Beef 6,183 48,000 54,183 16.94 3,220 / 54,547Powdered Milk 149.444,614 
 4,614 
 1.44 3,620
Condensed Milk 5,213 14.28
3,648 
 3,648 
 1.14 2,290 2,611 7.15
Lard 
 2,607 
 n.a. 2,607 0.82 ,00
Vegetable Oils 780 20.22
1,536 n.a. 
 1,536 0,48 
 9,000 4/ 4,320
Corn 1184

95,000 95,000
Potatoes 29.38 3,450 4 101,361 6/ 277.70- 120,800 120,800 37.77Yucca - 58, 000 
830 / 28,029 76.79

58, 000 18.14 1,920 34,829 95.42 

1
I, -58 

JImports according to the National Bureau of Statistics, adjusted for wheat and wheat equivalent with Point IV
 
figures.
 

2, Production estimatedestiated byby the ofriuua vicio
Producton the Agricultural Servicio.
-r
~/ Conposition of Foods, U.S. Dept. of Agriculture, Ariculture Handbook No. 8.
4 La Composici6n de los alimentos perurinos. 
 De2. de Nutrici6n del Min. de Salud 

el Inst. de Asuntos Interiir. Anales de la F. de Keicina, tomo =15X7, No. 2.6/ Average of 1380 calories for evaporated milk, and 3200 for condensed milk.
/ 
No discount has been made to compensate for the food intake of animals.
 

Pdblica y Asistencia Social y 

0% 
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TABLE XXXXIX 

ANNUAL CONSUMPTION OF A TYPICAL INDIAN FAMILY 	 'OF SIX PEHSONS I 'TH PROVINCE 
OF DALEnCE i/ 

Items 	 Bs. j 

Food 
 146,900 
 32.0
 

Fuel 
 91,660 
 1919
 

Clothing 
 62,000 
 13.5
 

Alcoholic 	beverages, coca and cig­
arettes 
 84,400 
 18.4
 

Religious ceremonies, amusements
 
and donations 
 29,000 
 63
 

Furniture and domestic appliances 13,150 2.8
 

Cleaning sunnlies 
 6.400 
 1.4
 

Miscellaneous 
 26,000 
 5.7 

Total 
 459,510 
 10O
 

l/ Based on the study of Mr. A. Quesada of the United Nations Mission of 

Technical Assistance to Bolivia. 

2/ Prices as of April 1956. 



---- 

i'U*1i1 iUUL) DiST1I-I'piO! SCHEDULE OF Tf1 ::-i9CT 2 OCcimry Necessity) 
- Absolute u ntitiesFlour 'lice Lard Vegetable Oils Po1derodImported Nlationil Totol Tons. Tons 

Milk
TonsEntity TonsTons Tons 7ons 

Hationin- Boards 667.-- 5677.13 6344.13 
 687.70 117.60
TMining Corporation 1108.60 126.83 160.66
58.42 1167.02 393.30 92.23?rivate l'ines 350.06 --- 350.06 
56.10 35.33193.72 33.-- 19.03
iailroads 15.73
98.90 
 98.90 39.10 
 14.--
Public mloyees 9.13 13.42........
 34.50 16.80Police Force 8.69 10.2030.82 --
 30.82 46.OO
Ministry of Defense 3.80 3.41 8.2145.54 45.54 91.08 51.52inistry of L-bor 62.56 --- 62.56 3.45 

3.40 2.53 6.62 
-6
Bolivian Develop. Corp. 
 45.54 ---
 45.54 
 -.68 5.50
Other Entities 3.30 4.1389.01 282.90 371.91 140.76 
 25.10
Reserve of Min. of Economy 51.97 20.68 10.79
977.67 1029.64 203.10 
 6.90 
 5.50 
 13.66
 

Total 
 2550.-- 7041.66 
9591.66 1801.83 323.33 
 255.20 
 278.80
 

B - RelativeCQuantities 

Rationin- Boards 
 26.16 80.62 66.14
Mining Corporation 38.17 36.37 49.70
43.47 0.83 12.17 21.83 28.53 57.63 0­21.98 
 12.67
Private M1ines 
 13.73 --
Railroads 3.65 11.03 11.75
3.88 7.46
--- 1.03 2.17 4.33 5.66
Public Employees 3.58 4.81
 

---.- 1.91 5.20
Police Force 3.41 3.66
--- 0.32 2.55
M'inistry of Defense 
1.21 

1.18 1.34 2.95
1.79 0.65 0.95 
 2.86 1.05 0.98
Ministry of Labor 2.37
2.45 
 --- 0.65 0.19 -­3olivian Develop. Corn. 
 1.79 
 -- 0.47 0.21 1.70 1.29
Other Entities 1.48
3.49 4.02 3.88 
 7.81 7.76
iteserve of 'in.of Economy 8.10 3.87
2.03 13.88 10.74 11.27 
 2.13 2.16 4.90 

Totacl 
 100.- 100.-
 100.- 100.-
 100.- 100.-
 0.-


Source: M"inistry of 1U-tional Economy. 
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TABLE LII
 

UNITED STATES ECONOMIC AID TO BOLIVIA 

JuyJ__3-June ]954 Quantities Amount in US,
 
Food an' Fibers 
 Wheat & Flour $ 0,216,744./7 1/

Lard 
 499,977.27

Cottonseed Oil 
 194,61n.27 
Cotton 949,963, 76 
Transportation 
 1,04,066.60 

Development Items 
 ,29 9 65.0
Total July 1953-June 1954 i 12,196,735.6
 

MYl54-June 1955
 

Food and Fibers 
 Wheat & Flour 
 J 9,93i,033.53
 
Rice 
 1,102,220.07

Lard 
 1,361,746.11

Cottonseed Oil 
 1,364,077.97
 
wilk 390,86!.81 
Cotton 
 2,527,651.83
 
Transportation 
 1 672,866.64
$18,351, 264 . 96Development Items 
 8,7351,0-,
 

Total July 1954-June 1955 
 ,$ 24,O87,112,79 

July 1955-June 1956
 

Food and Fibers Wheat 
 $ 7,072,054.10 
Flour 
 2,3?8,126.20
 
Aice 
 825,611.01

Lard I,015,CCO.O0 
Cottonseed Oil 
 woOl ol"0.CO 
Milk 720,00, 00 
Cotton 2,000,000.0
 
Transportation 2,n 
 496.44
 

0 17,520,2 775Development Items 
 6,3o,.oo
Total July 1955-June 1956 
 * 23,829,/,30.75 

Total Food and Fibers 
 4
46,816,923.O8
Totil Development Items 1]t296,356.1 

GRAND TOTAL - July 1953 - Juno 1956 
 $ 60,113,279.22 

I_/ Includes 8,0O,O0 estimated valuo of surplus agricultural comnodities. 
Source: Unit& Staer Ow~rlhin3 7'iqlion 

http:60,113,279.22
http:46,816,923.O8
http:23,829,/,30.75
http:6,3o,.oo
http:I,015,CCO.O0
http:825,611.01
http:2,3?8,126.20
http:7,072,054.10
http:672,866.64
http:2,527,651.83
http:390,86!.81
http:1,364,077.97
http:1,361,746.11
http:1,102,220.07
http:9,93i,033.53
http:04,066.60
http:499,977.27
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TABLE LIII
 

"COUNTEPART,, GENEIATED 
 BY UNITED STATS AID DELIVEIES 
(In J-illionc of ivino-) 

1954 - Counterpart special account 
- food & fibers Bs. 2,380 (A)
 
development items 
 264 (E) 

Total - 1954 2,644 

1955 - Counterpart special account - food F fibers 5,850 (A)
 
U.S. Owned Local Currency - food & fibers 
 916 (A)
 

Total - foods & fibers 6,796 

Counterpart special account - development items 1,925 (E) 

Total - 1955 8,721
 

1956 - Counterpart special account 
- development items 4,721 (E)
 
U.S. Owned Local Currency - foods & fibers 14,576 (E)
 

Total - 1956 19,297
 

(A) Actual
 

(E) Estimated
 

Source: United States Operations Mission
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APFENDIX
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APPENDIX I 

THE PARITY RATE OF EXCHANGE 

To compute purchasing power par for Bolivia is not an easy task. 
First
of all the Bolivian cost of livin 
 index is not very reDresentativc of the
actual situation w,,hile the ever-increasin. difference between the official and
the free rate of exchange tends t, distort all economic data further.
 

we want to go back to the time 
rate 

If 
exchange, 

when there existed a perfect eouilibriumof we practically have to go back as farwhich as before the Chaco Warwould be meaningless insofar as actual results are conicerned. Takingother periods would provide similar problems of rather arbitrary judgment. 
Since for the purpose of the )resent study a uniform rate of exchnn7e wasneeded which at bewould least more or less realistic, the month1951 was of Decembertaken as a base to compute purchasing power par. year wsThe 1951the last year before the revolution ::hich brought about 
so much social change
and it was also one of the better years in Bolivia's economic history. 
Althou-h in December 1951 the officiil raLe of exchange of the boliviano
was Bs. 60 to the dollar, the black market rate of Bs. 190 to 
the dollar had
ac uired more or less general acceptance (see 
annex to Chapter III). There­fore, this rate was taken as a base for our calculation, made as of June30,


i_56 as follows:
 

He = 190P1 - 2043 1/ (based on the cost of living index for La Paz which was 5041 in
December 1951 = 100 and which had gone up to 102,970 in June
 
1956 = 2043)
P2 = 105 2/ 

Using these indices we came to the following rate of exchange:
 

RP - 190 oX043 3696.86
 
105
 

This rate was then checked with a number of business firms, mines, etc.,
all of whom seemed to agree that on June 30, 1956 an exchange rate between
Bs. 3500 to Bs. 4000 to the dollar would be more or less realistic. There
seemed to be uniform agreement that the rate certainly would not be less.
Consequently - to provide some margin of safety - the exchange rate of Bs.4000 to the dollar was used all through the report, in spite of its obvious 
defects. 

i_/ Cost of Living Index for La Paz -
Direcci6n Nacional de Estadfstica

Boletin No. 77
 

/Index 
 numbers of cost of living (United States) 
- Monthly Bulletin of
Statistics; United Nations, August 1956
 

'-/i 
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APPENDIX II
 

T1O HYPOTHETICAL EXPORT CASES 

1. Exporter A in Oruro wants to export Brazil nuts since the world
nrice is so good. Hc had a bad experience early in 
 1953 when he was doingcompensation transactions which were then suddenly and retroactively abolished
so that he lost his dollar balance 
ith the Central Bank and instead received
local currency at an unfavorable rate. 
 let he decides to try agiin in 2954.
So he is going to find a foreign buyer. 
This is not easy since in accordance
with Bolivian re-ulations the foreign buyer has to 
put up 1O0/ of the purchaseprice with the Central Bank before the goods may be shipped, while interna­tional usage calls f -r a lesser deposit. In addition the foreign buyer is
likely to havp friend -ino have had bad experiences before in Bolivia insofaras quality i.- crncernc d. In spite of all these difficulties, hcweve-r, hesucceeds in finding - buyer vho pubs up the money. 

i:c, tnc 3elLvi-in exporte.- arocceds to buy the proluct which involves newproblems. The Brazil nuts must be bought in the Beni and cannot be shipped toLa Paz unl-ss num-rou: documents are filled out. In this specific case,, a"luia dc Explctacidn" must be obtained from the Forestry Department. This
takes several weeks. In the mentiime, the Brazil nuts have to rtumain
storage in, let us ,s-,y, Riber-ita or Guayaramerin, 
in 

with the dan-er of becoming
rancid becau:c nf the h1ot climlte. 

1,!or tvh exporter r'e-iy runs into some problems since the emnpoyeehondlinq th- matter keep, insisting that the documents must be filled out dif­ferently. Althou-h this is a purely technical matter, it involves new negc­tiation; ind Celays, all of which takes time at a moment when time is of the 
esscnce.
 

At any rate, after three weeks of constant follow-up, the matter goes
through and the shipment arrives at the La Paz Airport. 
 Now the municipalauthorities - contrary to liw - insist that a municipal tax is due. This ispaid imrndiately 'n,] undcr protest to avoid further deliys. However, it ap­pear: thrft another document is missing, the "Gula Externa"o Irmne3iately avisit ic; mnde theto r-rapctive office which issues this document. Here aproblem iris-,- for the herad of the office has just been fired and his re­placement hns noet be,-n appointed as After twoyet. months a new official is
appointed and the dociunent is signed. 

After all this, a beginning can be made ith the application for an ex­port license for i.'hich proof has to be submitted that the dollars coveringthe shipment are ictually denosited with the Central Bank. The Bankindicates thnt now
it clnnot -ive any confirmation to this effect since the de­posit appear,, to have been ma'de by a private firm in Spain instead of abank (,-Il thi - takes severl weeks again). Finally thc Central Bank isconvinced that a, foreign bank is involved. Suddenly employee of thean

Central Bank, eager to make promotion, finds some reference Parisin the documentation. Promptly the is 
to 

matter referred to higher authorityand the Central Bank now cuestions the country of origin, stating that itappears to be France instead of Spain. After few weeks hurdlea this is 
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overcome thanks to good common sense at the higher levels of the Bank.After a few weeks of delay the exrfort license section of the Central
discovers that the exportation of thc particular 
Dank
 

product was nrohibit -,all the time since the exporter was not located in the 3eni wh.re the .o,,':3were actually produced. Consequently, the matter is taken u,) l'in f th heOffice for the Promotion of Exports, which states that it eaniot ,io :nl hLi nThus the matter involving the export of, let us sa,, some sev-,, ten.- of nutsis referred to th(-- 1iinist:mr of Economy who promptly decides thaLt -,n OrIlu'
firm can indeed export With this decision in his hands th, e:,v,..tc..­again to the office for the Promotion of Exports which finally rojtcts hisapplication for another reason. Here the way out proves moc; (1if It .inz.
the office is now requesting somethinq which 
 is humanly impossibl,-, Thu- tn.final result is theft the seven tons of nuts rertain safely in Bolivia .,'hi J,
the prospective exporter is con-ratuiated by all his friends for not 
havingbought more, so th'-t he only loses a little. 

2. Exporter B is interested in sellin7 cacao beans. After all, i:orld
prices are attractive and Bolivian production of cacao beans is incI'e'iinrslowly but surely. Being an old hand in the export business, he goes throuthall the above motions. 
The deal looks a sure thing. Suddcnly a young of­ficial spoils everythin7 by brin-ing up an old decree which has never beenappliecO before but which is legally in force. 
 The decree states thet allseeds to be cxported must be of good nuality and must germinate propcrly,Nobody can deny that cacao beans are a seed even if their normal destinatioris to end uu in someone's stomach. As a reslilt, the official wins his c':,c
and the beans stay in Bolivia.
 

/) j 

http:e:,v,..tc
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APPENDIX III 

A HYPOTHETICAL ITIPORT CASE 

Miner A who operates a small mine near Oruro needs a truck. Hispresent truck is about eight years old and to increase output he needs 
better transportation
 

Beinr a smll 'liner he can only import throuh the Mining Bank. Thushe makes an application to the Secretary of the Mining Bank for the importa-,
tion of a truck at the current (low) rate of exchange.
 

The Secretary keeps request aboutthe for a week and then sends it to theBank's Manager where it remains another week. From there the request isto the Foreign Exch-inge Section of the Minin- Bank 
sent 

where it ill remain fromtwo to three weeks until it is passed on to the Conittee of Acquisitions
which meets only once a week. 

Since the Committee can only handle about fifteen cases a week atmost, the application may remain for a period ronging from several weeks 
the 

toseveral months with the Committee After this, the renuest is sent on toOruro for technical advice which may take up to one month- From there it isreturned to the Technical Section of the ining Bank in Li Paz ..hare it re­mains only one week. After this the anolieation ,goes back to th,; Co.mmitte,of ,couisitions involving a few more weeks- delay and then hack to the Managerof th- llining Bank. :innoer theThe sends request to the warehouse which re­turns it to the Ilinaer, all of whih takes about a month Then the .anagersends the a-oolication again to the Foreign Exchanae Section of the Vinin7
T3nk ';here it remains about 
 two weeks until it is ready for further pro­
ccssing by the Central Bank 

The Secretaryr of tht- M1inin,- Bank sendsnow the r,,usst to the I'- n,7erof the Central B-n who nasses it tn to the Ihonetary Duonrtmnent of the 1,.nk,all of which involves from two weeks to one month, After the Monetary De­partment of the Centrnl Bank has studied

Section of the Central 3n 

the case, it goes to the Ex)ort

remains twowhere it frm to three weeks, after

which it sentis back to the liming Bank. 

After all these steps have been taken 
However, in the present 

the ining Bank may open a credithypothetical case - which could very well be true ­our small miner had a bit of bad luck. Unfortunately, while the applicationwais in process the price of the truck changed so that for pricea increaseof about 50. O0 the whole procedure has to be started all over again Thi she does This time everything goes all right and the periit is finally
gianted However, upon oresenting it to the Central Bank, Miner A is in­formed that the Central Bank has no dollars available at the moment, leaving{
him agoin where he was before.
 

'
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APPENDIX IV 

PIaSONNEL AND DRILLIN . EQUIPFET OF YPFB 

Personnel employed as of December 31, 1955
 

Total Personnel 


of these, the following are stationed
 
at Camiri: 


Technical Personnel of YPFB
 

Petroleum engineers 14
 
Geologists enqaged, in:
 

a) exploration 
 9
 
b) exploitation 2 
c) gravimetric work 14 
d) seismic work 5
 

Mud specialists 2
 
Civil engineers 12
 
Radio engineers 1
 
Chemical engineers 7
 
Mechanical engineers 
 6 
Electrical engineers 1 
Lawyers 4
 
Auditors 20 

Drilling Equipment
 

Rigs now in use:
 

Emuloyees 
 1,307

Laborers 
 2,154
 

Total 3,461
 

Employees 
 323
 
Laborers 
 910
 

Total 1,233
 

2 drilling rigs Oil Well capacity 6000-8000 feet
 
2 
1 

" 

tI 
" National 

Cardwell 
Suply Co. 

2 " Emsco 
2 
1 " 

" Oil Well (steam) 
Cardwell 

1 " Failing 

" ,, ,, 
, , , 
, , 

5000 feet 
,, 

, 
2500 

,, 
" 

Source: YPFB
 



APPIENDIX 	 V 

YPFB'S OIL FIELDS, PIPELINES AND ESTIITED RESERVES 

1. 	Oil Fields
 
a) Camiri 
 type of 	crude Parafin API 540
b) 	 Sanandita ,, 	 if 400c) 	 Bermejo " 	 ixed 11 2, ° 
d) 	 Guayruy " 	 Parafin ,, 590e) 	 Toro " 	 Mixed If 210 

2. 	Probable Reserves
 
Camiri 
 47,670,000 bbs.

Sanindita 2,000,000
 
Hermejo 15,000,000
 
Guayruy 
 5, 0O,000
Camatindi 
 10,000,000 

Total 79,670,000 " 

3. 	Depth of Sands
 
First yroup, north zone 
 1805 - 2231 feet

it south " 3117 - 3478 " Second " north " (Camiri, 	Parapeti) 2411 - 2576
" south " " , 3658 - Y'o ,
Sararenda 
 4019 - 4127 "
 
Santa Anita 
 4429 - 4538

Sand No. 	13 
 4561 - 4584 " 

4. 	Thickness of Sands
 

First 'Group 138 	feetSecond 'roup, north zone (Camiri - Parapeti) 	 56 " 
" " south " " ,, 154 " Sararenda 
 108 " Santa Anita 108 " San-i No. 	 13 23 	 " 

5. 	 Well Capricit,[ 
C-80 (rairi - 1500 bbs. a day -	 daily capacity (initial) of best producerC-13 (limiri) - 250 bbs. a day ­ daily capacity of the poorest well 

6. 'ipelines
Cnmiri--qochabnmba ­ 331 	miles ­ 6" I.D.-total cap. (actual) 8,000Bls/day
Brainch to-Sore 44 "1 - 4 H " " " " 4,000 " 
Cairi-Yacuiba 166 " - 6" " " " " 5,000
Cochabniba-La 2az "234 ­ 6" 	 it " " " 8,000 " 

7. 	Storage
 
La Paz 2,000,000 Glns.
 
Oruro 2,250,000 " 
Potosi 216,000 
Tarija 200,000
Santa Cruz 
 950,000
 

Source: YPFB.
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APPENDIX VI 

MAIN PROVISIONS OF THE NE, BOLIVIAN PETROLEUM CODE (As of June 30, 1956) 

AREA
 

Exnloration area ranges from maximum 370,650 acres in Zone I to
1,853,250 acres in Zone III, half of which must be returned to the govern­ment upon entering development stage. 
The minimuim exploration area isacres. 
 The minimum exoloitation area is 2,471 acres. 
12,355 

rhere is 
a limit -n thenumber of concessions held at any one time by one person or entity which shall
all together not exceed from 1,235,500 acres in Zone I to 7,413,000 acres in
Zone III.
 

TERE 

Forty years.
 

BONUS 
Prospective concessionaires may offer special benefits.
reason For this
an abstract of each application shall be published for 15 days toallow submitting of competitive apolications.
 

OBLIGATIONS
 
Proof of technical and financial capacity must be established.
deposit of five cents Guarantyto twenty cents (U.S. currency)pending on zone, must be made. 

per each 2.47 acres de-Durin exploration stage, holder must spend
annually in actual operations a minimum of 20-80 cents per 2.47 acres, de­pending on zone.
 

EXPLOIZATIOF STATES 

Zone I - Maximum, four years

Zone II - Maximum, six years

Zone III- Maximum, ten years
 

DRILLI111 OBLIGATION 
During the first seven years of development, a minimum of 16,405 feet
of hole must be drilled for each 247,100 acres held. 
 During next eight
years, a minimum of 32,810 feet of hole must be drilled for each 49,420
acres held. 
Lack of drillin- inay be offset by paying a fee ranging36.10 to $9.14 for each foot not drilled. 

from
 

ABANDONI 1ENT 
Concesionaire may relinquish his concession at any time either to­tally or partially.
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DmPLMTIO A-L ... :32
 
Fixed at 27 percent 
of ross value of )ro niieio, -imount d'oespr,)vided 

not exceed 50 percent of net profits.
 

LXRD ZiL,3"JS
 
Durin, eq)lor-'tion staze frn 2 cents to , c.,ntc ,.eachi 2.47 :icres ' year lenen-lin'- yon ,-on( an(] ri.,J, ,v,2]orni-i'!fee e-7uals 40 cents , ,,ntper each "2.7acres in Zone I; 90cents in c nr, in Zn I[; "'0Zone III. Develop'ment -'ent2l- r-,n fro . cln% to 1,2.47 1(ores per rer.r and rr-1' 'JI- ucti Le fro, in JrLt-r. 

[ZC Y.,JTY 

Fixed ,nt 11 percent. At wv-:'n ient ji scretion, rny-ib'- rI, rI 1)e rcluceito 7.5 percent for m'3rimum of 15 yers'i, e: e t in Zone I; 

TCO>'1, TAX 

30 percent on 
ill net nrofits. 

DIEDUC riOS
 
All exmlor-ttion, develo-.m-nt 
 -n1 drilling costs are dedrctih]e(-come tax purposes. Ainuq] ]oo-- --my 

for in­
be carried over for -" -i mum oryears, acven":hile cpitai] brou-ht to 7?o!ivia may be mortized t rttr of 20 '"r­

cent a year. 

T'AXES 

All tnxes, rent'_ ,nd r lis 1.. _ except levelopment fe,2 ;:.w', -ecialpremiums - paid by cencessionai--,, in any one yenr shrill nv' .::,."cent of net profits. If net ,ift.: incme 
'0 

t':: is 'reaterc"jnbine-', concession-iire "1h1 ., ,n.nts.ill '", 50 percent t-c, on excess unlon<" his 'rofit,-'fter payin- income tax, should be less thanc.")pital. 10 percent of non-rvv--rti ;.If not i2 betucen 10 percent cnd13 ercent of investrit, "nmyhdif of exces Al.]-] be trxed at 50 )ercent rrite, 

S.XPS
 

Exports (-r petroletun products by holJer -ire not 
taxthe. 

lThPO ZTS
 
Importation of inchinery 
 -nrd eroinment shall be duty free. 

FO11EI"1 1XC1AT1xE
 

Concessionnig-e mly retain full :roceeds oC sales in forei,n exCchin-(eand deposit them in honks abroad. 
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PERSONNEL
 

At least 30 percent of upper level of employees and 85 percent of all

laborers employed by concessionaire must be Bolivian nationals.
 

Source: 
 C6digo de Petr6leo Edici6n Oficial 1955, Publicaciones de YPFB.
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PRI-VATE COT'T,Z'ACTS UND_ 'Z 0l,'TED] ST1T,,$ AIT) PRO~GRAMI
 

.. International Development Services - Supervised Cre,]it - ,3)3,02,3 years; 6 United States emoloyees, no locals. In nroces -f ,oxf.:.ri.-,n on­addit,innl yesr it adlitional co4;, of '1..0,, To 'x-viV! . ,.-' C r,f tc. i­nicians to plan, or,]anize, and ari icst . eoooerrntive ero-'m, of smn-rvs-d
agricultural credit -ithin thc ,'vzriculturl Panir3 o P.livi 

2, University ofTennessee - - 4nn)eent n;00 In, to
 
States emnloyees, no locals.
planin estt hnv;rmeyt.nint To .. sist t.he niv-reity 3r! An,-'. - in th1th offSrAplanning, establishment, and oper'ition of n center rnr tr'.injL in n ')ic "­mini7stra-ion, to a-:ist in 
 providin traininr; cours,!s for -,livi \f nt'.1employees and to as2,ist in the develoomn:nt of technicol ccr suItotv c 'iC..

to governmental ind non-'overniuntal arouos. 

3. Ford, and Davsscon Inc. - 1inin- - $162,000,1 nr o>_i)tc.l, ICmonths; 6 United States emloyees, no locals. To conduct a srv, of ,hc 2­livian minin,- industry, to evnluate investment opporbuniti, e., nJ to-. "r.

reconmendations for rsoun, On p1,-c ticai 1 i r,nvementstne,,QiL wbI tt(:,:n in­
dustry to m,ke a maximum conbribution to 6(. national ecn,'-'y,
 

4. Thomnson-2rn:l - Construction - ;P430,00, 16 Unit] t,,'t':.Inc. 

emloyees, and locil personnel manimum exlent
to possible. To r:,c B.tr­inls for and construct a highwamy bridge over the Piray River on the hi,',":h'y

between i'ontero and Portachuelo in the Department of Cruz
Santa 

5, Tiunetts, Abbett, H1cCatthy, Stratton- En in~ering- 30,000, United 
Sta.tes emnloyees and 2 locals. To thecomplete design and to supervise,nd
inspect construction operations of the Piray Ziver, 3ridge, 

6. Schuster '4,Divenoort - Petroleum Code - : 60,COO, '9o1)roxim=dtelVmonths; 2 United States employees, no locals. To survey existin- Doliviam
netroleum lrs and regulations :nd to assist '3olivian Goveriment offiei Isto draft a petrolenum code. (Contrnct completed - ne!i co-de irrt; L.'irte&). 

TYPICAL CO'TrRACTS '.:IHf1 LOCJ I'R[S FIN ,N'CED FRON C(NTi!;2dI"AdT FU1,DS 

1. Guisbert, Inc, - 3s 1,000,020,000 (estimate). For constructionthe Pedro Domin-o :iurillo Industrial School ir La Paz. 
of 

2. Rartos, Inc, 2 s, 1,200,000,000 (estimate). construction ofFor 
houses, dormitories, machinery buildin-s,pool health center and mecha.nics 
school buildings at Muyurina project. 

3. Bartos, Inc. - Bs, 138,000,000 (estimiate), For construction of 
buildingrs for a yucc in Cruz,mill Snnta 

4. Associated Enzineers - Bs. 280,000,000. For construction of build­ings for nn 
animal vaccine laboratory in La Paz.
 

,.1/
 

V. 
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5. Bartos, inc. - Bs. 1,200,000,00D (estimate). For construction of
 
highway from San Pedro to Caranavi. (Amount to be increased)
 

6. Bolivian Army Engineer Battalion - Bs. 60,000,000. To build a bridge
 
on the highway between Tarija and Villazon.
 

7. Bolivan Army Engineer Battalion - Bs. 20,000,000. To survey the ez­
tension of the San Pedro-Caranavi road to Santa Anp.
 

/'
 


