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PELDUR4AY REWOMMEDATIONB 

On Obstacles to Inveatrnt 1n Bolivia 

1. The fi1rat and mort i., .rative objetr.t. ivn bring-

Ing about an increase in natlonal and foreign investment 

Wwuld be to achieve at least a n iuuv level of the cli

mate of confIdene wrich w slltinulate invertor. (Pal; ) 

2. A -tPono and contftInt.Aaw Y .3hou cl "e con

ducted rxo, the hi-heot levelp of Goverrent to ezpnasize 
the great nee Vor. and develo.>-t the 

country's, pr.l rv relian:ce on the prvate sec~or to achieve 

this gowt,,; a6is the Goveraant';t'i uppotat all levels, 

of the prlvt zeLr The eiZ .Otivenewc oiV th%1 camaIw 

should be rovuured by the dc,;e.eo to which it paOrzunO* 

all officials of t'e overl'r10'..', and tiie population of 

the couwntzy as n ,inic (even ou!sdo Whe citle) of the 

propositionz, above, iby the de'reo to whizih thlo persuasion 

is evidel, ed in routine 'otntac t0: between the public. and 

private sectors. (Pages 6-12)
 

3. Care ahouhd be exeruuieed thraug;hout the Government., 

as a matter of fi a policy., to avoid .-ompetition by Govern

ment entities with the private aector, except pe."rp In 

those activitiez, which only the Goverinment can carry out 

i
 

http:dc,;e.eo


effectively. (Page 11)
 

4. If the Goverizzent assumes the role exclusively 

of tho champ1lon 0.0 labor *aaianstemployera, the sittuation 

Fn~t.
would n~ot 1be coaducive t3 att aAint, iirmn 

rightz; and the of:i;~I~ i both labor~ and. ei1oyex's 

will be fimly arnJ £&-lrly ri,'pIod In accordance with the 

general law. (i-k'eL 13417) 

5. Greater eoifort2 Wshould be imade by both Govern

uiont an~d the pr-Ivata oector' to demon.~rate to labhor 

groups that they 12iavc a rea1 intcera:,t In the 'd.1vloprnnt 

that thiis lntero.At ~t~me ~ot~Ih -~a 

short-te' 1. a~V,;naae~. ;'36 at unicor±u now approac-ii labor

managrernaei-; clue otionO in thet~i Thiz ahould be 

6. A tronavc dlflintioa aud aiimplttication 

should be~ mcado o' vx 1642W; a4:0 laio~ The obliga

f'orth, uo that te con, "be I.othl- IlCl-'y C-;xor Cd '1ri sc uplo 

be adopted.~ The tax~ Inw chou1d Zrl"ect ai-id (;Ie effect to 

CGover,,melt po1!.eyj, conaistantly and iu ti.-iati ally. lacent-

U
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Ives consatent with the publia sectots'need for revenue
 

ahould oinoourafie investmant in pr~odctive enorpriao., 

voluntairl reinvo~i.traet of? tlie ea-in- of' uh aterprics; 

and b11--yithe ipUIAjc ' ar u, ao wo11 af public in

vestment itproductve e~ntarxr.t "o:. fPaet I'3-21 70,71) 

7. A atatut oQ l2-itat Onz (~ j1A ettiva) 

should be a~ptc in ta-x lmto~ to~ bU;1? repnl or~ ta'I 

returns after a 1pccriod; ony, -Ova ye ; ;Audeo *Atuld 

be undertakc*, deten~ilrn r other a neededto whaiilv roazc 

to make thce tax zatm ei ,1'ca,*b1e (Pakr 2?o) 

8. A sy.aO2termtic2. nncT4 e-uOort. thou~l diz

cSlplinary nonsurca~ withiii th. xe - ut Iv : Xpetn to 

limit arid ra:Ua.,. arbitr~ary a-t;Ion, w4& our-raa *Llni by 

govexraent off 1xit1z in thi.r 1~ea IIn- ,a vitii tbc3 Jrblic will 

aloo corntri;utc Croatly to the~ oe congidenco m~en

tionied abovo. (Pago 14-17-, 2-1-23) 

9. Effrt.~ to canriol contand Imrnxts Ghould con

tinue. MajorCi , hoieve-, s~ould be directed toward 

establizhic_ th2 Jti1 tu~tr wich Bolivian Industry 

can produce co'Jqt;ve y. (Xva;y 2.4-25) 

10. A r'eview o-hould. b-1, orb the tm.iff tztrututre 

and needed chianf-es, if any) into6uce too aure thtb art

icles rnanuractured in 13,Ivla are not; subjec~t to heavier 



-tax than similar imported artioles, (Page 24) 

11. k o alstor the likelihood that a new investment 

Incentive law will be put lnto effect by all approprlato 

a enloes of the Govurrmaev , lt iholuld r epmsen a broad 

consensus Cof ..ent, iu~L~busInez;6 aud l. viow;iov~, and 

should taLo vaxrftui conui.deration of the revenue needs 

of the public ov. (Pn.ea2"-31) 

12. Thc nee :avonnie certalnty, pretUctability 

and fairness ,Lr; tIn l loth to everyone1i:.he of the 

should to reconilzed a3 the most vital.nedent of the 
alimate oe .confidence, (Pageo. 3n2-3'CW) 

13, A ztxoll', Indo dent and consciontious judiciary, 

can have no substitute In a free tociety. Without it, the 

tranquility coountial to a cl~nate of confidence cannot 

truly exist., (Pares 3-4-36) 

14. A new' vest Incentive lawapplyirng to both 

national and lforoln.IWCLn e ot s :ihoLtld c pletely and 

sipecificoally reopeal all p:pior !aw., on tho ;be%. incor-

Porativ, thr- c.a-earcu ar desirnale in the newtwhl.ch ae 

law alonZ vith necededt ne pr- vlsons. (Oia£ce 39-46) 

15. After n reheuive I".vortrnnt law has been 

adopted. great effort should be made to avoid amen tents 

iv
 



by now 1a8 or regulatIOAS WhIch would weaken Ito PMovsions 

or the admnirtion of~ tho law*. (Pages 46, 40) 

16. In thai 1. ~aa0 2 ol , th- law arnd 

onk other questlon :et; ;c~nota~. d;cl~~t 

effort; Wioui.4 4 mad c~ ccww.a ,e nirooiter broad and 

lab~or Zroupv. (Z'agaa 49, 50O) 

17. Sarviceca to Investomz Par4 prospective inventors 

axe Importan-t arid help to atimuzte Inveotxmoito, 11hoe x

tent of uh evico~ roo-d be proportionedA to the conatt

tjOnS ar' e Nt.dtroi1~ The xrir~t otop 4.hould 
be to pivpai' and distr:1b-rto ..arpent -,,c~ ~ 'I~ r~ a 

studice bc. mty a to d5za~.nato i.rform

tion on vet~~top1,ortu1i.t~e ,1:, ratzcrc ;.i Cornd1

tionu,, moi 1,) usc-Ai. A 'tceto. ;2:v as,041tGul 

and deaL.U. wlth Govcan!1Ient axI CUIZ13 c~i 

could alao b~e oi' valuo. (Pa, 5le

18. Caiul cviea and an oarly dsoisionor iic 

on propotie~ .-m~ambersh1.p in tho AL#.JJ* are reooommended. 

(Page 57) 
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19. Measures should be sought to improve the effoot

ivenese of prfefuional g&rupp such as the C&Aaras,do la 
Industria, et al., laboz, union, wud othora. kiqn-g tho 

objeetivaL -,ould be to xaiLce the lovo orogrreutveiio38 

of tho roasoctlvo i:=baru aiii-J promote a sense of co-

Operation and rte neno. (Paes 6)-63) 

20. X!i n!Awoand oehould ie reviewed, 

and rav~e ac, o ati the nc.tiivez to 

induce trainaid livU iw to xxe[iwti and woi ixi Dolivia 

and foreig t,* c to ilxok employzent in appropriate 

cases. (Pajoi 7 '-73) 

21. F~nallyv while the principal emphasis in the 

nw law ohoud be to atimulate national and fom1gignInvest

ment in Industr a en rprisei, it should not neglect the 

agricultural and ini-in;a sec torz. 

Vi
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IAOTORS PARATION 

MV&TRZMI III ETVI L&W OV W3LIMI 

I made miy frirat vio:lt to 2olivia batween I an4 

12 Apr11 19611, pwun to m~y & xc!,waet as conaultant to 

the Bolivlin GoverwwaenI and the UXI Zliuuic at La Paz 

on, the proposed n~ew iivostaaent iaorntivo 1a. 

DuwrUAZ the cour- of~ thlo ±irt, pmiparatory 

to epreas a convictionvi&sLt, I had fzxmuent ounauln 

gained duringScne twcenty ycaws oYi c~i~ with United 

ThA .,j oavictionor' potential lavetoa in Lta t~ri 

is thait tho ra,; inportant factorv iv. 4,tInuhti%; Invest

um~tse whothox' douieztic or i'orzi$1n i the of~ 

a Climat-a: of -oifidarxY- wic.1 wil.1 i vz' the 

belief tih,Lz oa~rscazrmnit the.'1 ot ",,:.oIdera 

cof'icctiofable menagoru- frecdoTh; eourit a.IIant t~u-Qut 

a SoodOOIPr"osor o.PZ'opriatlofl w1cstho dlre'C- (ral 

will ba alalo to an attract~vapect thait th- aantoxrris, 

pr'ofit. iducauntO; of! otlyer Lre~ i;L Thdia- c- to# and 

largely in~ceg-tive iitiiut.. thi,. bW.uc x--cWItin 

of tile rar±lraLaw VitOn this~ PVroa, the. firat t 

was5 to diaeoverp iAom asbra a crowa-eotIo o-V informttion 



Lo INMTRCrImON (Cont Id) 

and opinion ao poo-itlej the. problems which will be met in 

attenpttq : Vo aoiatva the simus of~ tho proposed new inve2t.

lea-M What ezf the exil'lrnG to Inve~tv~talt whiceh rattst 

be overoore, az woll co feetorD wlilu aill 2isivwest-

c;=,C Lactino wit.1-

Apvil 1964, "Ilatarle 1fkaner r~n.T &~Indutrial 

In thc ou f~ Illy M t li.Ui on. 2 

iC2 Turban 

law rij11t iUsc 2u1y JuvttUj prvt'oi ;; ovexco ,% 5c ~i oiZ the 

4; -i~ 0zi 0me*nt wih~h 1..1 Col~'zc t 

Inquiry. 

DrwinC. m~y ultzkt vituit .1na Ptaz. I hlid anopor 

Govemznct xd of Th1 iviayi buakLra.--k an rr 

more or 1e v ateld 1nv)b1m-*a. 

which wer~e rtoatoxwcd by o~ne or more of thaae sou;-ie'- U.8 Con

etitutin., prevent. iipo itentz to inrzeased Invef;Vrknt In 

MW2.
 



BO1±Vias Or Stp ne~eded to em~oumSse invttuenl1; 3ome
 
Of them unftbtedly have, a aubst-ntiul subjeotjv(, cojoz'±n~;
 

sveral1-0mn a- to~~ by tjo-,e. kmnv.tuah,- to 

to we±i-ht ox- a3cWn-y, Iracih ha thei r!t, :It aj_"j~itjUmV 

Of r>r t he~ Vie~l of~ al. 4 ' ro Opzbc ii 
ofrnof~ the mvaa :gpoi.~i W111CA!, W,,tllra must. crry forward 

any Maxlngf'ul xvwam or irweaae inveatmw~nt.
 



TI.MC VACMR8 

N~o Onside'ation of the pobem emoounter'e in 

atimu1lting InV-'eaused private invost iierxtu in BJolivia (a~nd 

hence U,; a~t;iji: f'or t"Mat ~pla.ctz,) could tc. complete 

Wittwut ~ talcmg at, o urixty rite of tkhe basi

raoto~ra %x,hichhfive an 1D flasrce on tha investmient 

altuatiori No ivotraowit w~k2 i l1kly to balat,)o 

M110,1 xalylti&; but thcy ra-ctnrby ar ,,, :tor In 

the oope- to, wbt"h Lu,;A D _1~; w.11 be aclrod and will 

have a, ~arinsz rerwuitt;bo~-zi ola 

the pSY'ahn1 o Lcic-2 ~Of"?t" Wi-ch tlvy lrva e~ii on 

cibto oma 

iuont. 

and d u n~imw r devoont-t z"rid lavest-

Me~ 'ilotoEt z- v an that the relettve 

ha Umtto- *W~c4 wa: rzt t~~v~ In ays' 

811 acroo ,i P~ a-4,4,L. :U 

impctantn, Is3t1m:i~~ boen mae are 

hava t i r f p~~I '* 

needs. ;'v rzoablc vc ti"h9- .Cl tiW to 

Meny; th~ zphc, £ators -Moli:0o'ea rnttt be rec!konod a limit
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lag 1Aflutee on the Potential fr developnet and Invest-M 

B. Th akt 3livia' POPulatio~n or' abouzt 4 willion 
3sMMall, flom tAe Vig'wpoin of irjwujtricj agasol ftcpon. 

total,- 1v 1 .3 m1ilion. 00m."i1 
Within th o o ' cr-o0ya, mae 
level- A~ £i~-1 ~ zepY b,,y -n Co. 

State tt -j  to~;U ~~~L W~ T v~andtrm p~i~~ actively~ par oflthe 

e~j~ ~ fowev~zb ~r~eUic~y, ~ o r~bl 

01,



BouVians expleed serious MiCIVLMS On thin acore. The 

existence *.P ac arfeeingj, even If not wizolly jusAtiftwl 

exercisez a rotan vj~con nair aid atill mre-,upo 

It aliild bo adVd tI'l'It th,_ .i-kpezion 'outw-ld:3oli~vla 

on thei au3ec.,, o' Boliviain poliical coidiUtion 'LL-.le 

anegativozt, i ~& raaacuri~ 

n 

decis~ion tc. .)r kelrilz ft"' an :i Tlis 

ractor obov~t!it the value of thi ur~a In neltion 

to torelxx , -nejy (1.., tho rata o-V :"e and 

tarystahility Is raIz a fa~o- ofnjr ztrw=4the 

_aag 

Its internal vralue ascimprep, :cd L_, t'ho pi *~ c-t.";ni 

.,has been tbl ''Jic nr..1io of th~~ii bi±Ai ?!on in 

qwh ~A-w-h 1I>r.t tWiiat the~ladgetay eui.ibraium which 

of unoortaint-1 as to the ftutaw. tfre prosent oond.itionag 



ov&y gain the Goverment oan make toward budgetm self

sUfficieney will arengthen this uI'otOr, wchich is the most 

Imporant _&r1ve factor now wu.kig In favor of increased 



hmong the ntvaros more spcific faotore mentioned t~o 

meas conztVtOutL; obsta~cles to investment were several which 

are related pii~ ~to alleged eac. attit'4os or onions 

on the part of~ ono or miore departrnwlt23 or of±'ioiai.v of'th 

Governmen-.. 

01hree observations should be mide in titio eornection. 

PFirsto Dollvia'6 Economic revelopw~nt Plno pzrpmed by 
~he trnv~ ~ ~ _,r-a the GOVO2.1mentio~a lx 'taoc by 

n~'~& of lnxCC inIn JU1y, 191 ewi an 0"191 

-or heIndustrial V~hcto~ iMrica! n7 

top 14 1)51, le ~ on 9) it 

le reported~Ttho ,,Jari (19Ci2-a1y7l) calls 

00"t-'bo Tubk ~; 

eu-w11ent Ql 

achieving Ui~ir1 Ilin-4; stndard Ini -'Svvt1a. tu"61ich the 

Govenizonto kha2 'o~ibe necesny. The~ Plannj~nC Bor has 

capital noz3,jY tu ohleve thee~x Not2 lndwi -trywan 

comae only Vrow! 3Y~1l Lcrecaed -rvato inver~tirifnts, both 

of that Gowvttea, A11 of~ thenm h lhly capble ~Exn. IJ11 

evIdena. an v-ndorctunder-, of*~tlij deve 1optn=nt goals, 

Invest~awnt by Uw ooc*teor~ t.. !-.Chlev t g~oaln. 



Third, Bolivia experienced a social upheaval in the
 

Revolution of 195 , vrhich is described by students as the
 

most fr-e.hin hich the t1tern lie lspDherc h.d seen up 
to that tiee ince the inependence era, except posoibly the
 

Mexica Revolution. ,nile a considerablc d;i,-ce of eettli.1Z
 

has oourred; tho Thre" of and " are evidentlyhs1cee ' c hanue nuunt.e.nt 

still Mior , S;fliC of than, reportedly ,tU--lood level. One of 

the basic questlons hich rausit be considered in at"c..a:)tint,. to 

to encourace tifd attract
devise ni pn ora -eve"opiiorit 

incz-ased investZient iaj ripmlj this: Is it ret politically 

a ,tte"v, of thoseLln :?,rcentatrefeasible to to csuabich 

social ond economic f£aictors whi1,h are essential to create a 

"climate of confidence" in tihich invertment will be encouraged 

and stlaalatcd?
 

If It is not yet feasible, then will it be useful to work
 

toward obtaininf-nome o! those factors, even though less Ithan 

that minl mum p l" "', 

The comaentc !c.4Info2n6.ito received t;!'t;h reopect to 

governmental £nctors cr.nn bh conoldered under several heads. 

s Attitudo Toward Private InvestmentA. Me G-Over m...o 


yOector,.
and thePriat 

1. On one oide, the National PlanninG Board in its 

Plan for Economic and Social Developmaent, 1)02-1,71,t specifically
 

places priamry -eliance on the private soctor to achieve the 

It clls for a broad developstated £oal of industrial grovrth. 


ment policy to include poroviolon for credit, protection Zalnet
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legal and illegal. Imports$ teohnical servie3 and asslistances 

a tax system which will encourage reinvestnt and t 'iplify 

eompliceCC anfd ,i ciw'1-11icattofl of adinistrative requirerim~ts 

for setlrt up an oc',ora1Atin, busincovacs. (P.rinamento, Septembes 

1951" Pp. 1?JS19) 

2. At the other extremep utaternenta werc beard that 

of Its ic hostilethe Government, or at lens3t iutportnnt sel~weit c 

to the private ool~n nnd to thc efrir:vteoil~t eniterprise's 

whetber nttonal ~ f'omrin. Thi2z v lc .,~d ~r io'~~in 

i~o~d~~atm~n. 'bovi: iu, unly, 'vz,1ndot. io~finud iroe2 not 

reflect the voil -?ttitu~de of the cntrollin- ~cluintu, 01" tho 

Govement. A~ zourcc in te r~oolorible ozitlon~ etgacc tthat the 

aF, tiGovernment is uc2Lin3 'u-e vcibject of r~c;tnn Tpoit'Ac1l 

tiuc, et hat 14fluesnt4ialJ cecotozu"football,,":, ona~e 1u.1'mntn 

tuth ex'tarnalof' the Govemmonfv bci.Icve 'Chat$ v ;v~eti 

theasiotrinca$ the ovcixmrrnt itsech con rind cihould have 

major role in ~t4~ ox~inniof. 

czte other c0o2ents3. 2cienthsz rxo :cwre 

which., u~hilc er &bncl2, orlticnl$ tk'end to indicate something 

less thon t4he regui.,.-o co-nk'donce on tho part of the business 

comity as to the atl.-Titudc oC the Gaveieonlt toward private 

con.ebyenterprise. .12vexr-in1 of those coi-,ncntC voc 

o.-V 1h,1952 IRevo~tion,referenlces to the continuinf; effeect; 

a2. It* was surtc th:t the~ Covce-onrnnt does 

not shou' rea1 trzict toi.;airi the -J':2esctor,- pehap'-- because 

many membera of the latter are not adherentio of the MR 

-.10



b. it %wacstated thatt SeCW-nts of 	the overnf

~ztappear 	to not on the promis~e that the role of~pr'ivate 

tho Govcrrnient Igenterpris~e Is mnlyn1 Ito support indc 	 n&,rnce 

varza.developm'ntl ,Aanoj rat'her thvico 

c.Zce bt.r neme y 1rear of cometitlon 

from the Govenr~czt detcrt nv ar pointirg to aireas (such 

av a EruCYjn mlill*., Iriec -raILL Iner-a%,onpatadsw 

mill) in which the dOvcritnnt al n-Lcd Roifereice iar; made 

to the cox, of :l u~r~ict Ao nfVtc dlisclisin- hi, li-Anw 

to the Oovcz*.vcnt,, f'oid that It hoid 'Uaker over hl ,;oject on 

a subetant~iolly LirZ,,a' rcra2.c,.j.erzel4ti(I ziy 

that suchi acti'si ocouri-;z onl1y whon -priv,,te 	ciaitt)-l ori' Initiz,-tive 

to inadequnle. c1.ocverp oorae OOvarwant cOp am, reoXrted 

to fool that ;,il (k =kcsa t chnIcal nnd econoriOCho imtet 

jrivata anterprisepatud~tess than the Goveir23nt, 	 rather -"I 

Inurtr. Soao drannage tG confidenceshould dovelo-, t~he resultn ir 

alppears&to hawve resultud. 

that~.d. $Stteantziitere he.)d Uthe offcot 

l.ower (and zo;,i utime) echolon Govera.r%AWS cialoy-ocs tiro. 

8o~tlie~ co 'rt in daclllr{; whluLz'1 busirnev maust 

have with the rviet ExametLiit, obo'e r nre crented, 

either? for the -u--oac O~e ortinc; mn~ of money Or '" " 

some otber ur;,oEe. Qthor inior ,ntc, hoveverp atatod thaLt 

they have had no prmblems of2 this type~. 

A liot of r.:'-tantjin indtustrial undertakcingse. 

published 	by the Ba~nco Indcutrial wa rel~ozrted to have Maet with 

even thoughi the Governn~o response f~rkom tho busins-on 	corunityp 

-11



ment in4loated its interest in seeing the projects developed 

by private enterprise. An Inuficient climate of coni'idence 

baed In nart upon the :privnte vector's ectirnte of the Govern

raento'a ttitudc tow~ard It. uns cited In axn1wintlon. 

f. Rfeiorencer, were herird to a laci: of umiifczmity 

or control in the Governrwent attitude. E'o vources indlcated 

that President Faz is tnqeoiCb vo.Pvbo to rtvteentor~ .

prisep but that.1 on thc o !'Irationil lev.l -Individual Minicter, a-nd 

act ac .:rda1L tWO thelv- oi- t'-llcy vict-m, n Iiterestv,officials often 

g. Criticlex. vrns heqrd the hrlvto zctor 

that the Governwnnt does not consult zlnd ochange- views culITiclant

lyv with the private sector 1.n dczv1o)AL'.t i--licles LaffectinL! pir

vrate entorpic~ro. 

4. It Drct be noted that a ntnor of sourcer exPzrssd 

more positive vleviv re rdif* the Govrmert's, attitude toward 

the ijrivato ector. Somo cm4ihosizoed TChat h'otility otannot be 

said to charaotorize the Govenimrit cc ri i:hole.*&vuOal no';d

that coinditioflz hnvo 1izmn;,owvCc _ubctr~naiirlly oince Re6.Icenrt 

approval by the Govr-i-.'isnt of the colatutoz; of the Confedarac16 n 

Patrona3. do 1~ zPrivadoc vi cited ns anc :Lndict2ton. 

Sugetonz that somie c-f the rev,,onability for exintiLn~r at

titudinal rxobleoz.o-i r!ttributed to thei pixvzote Zeotor omme fromi 

come of the 1attcr'z re- ii'1c 

5. TQo ehlevc tUhe cliMate of confidence w~hich in the 

sine ounnon of nrcnd inves tment Gn a zcale ouficicent to 

ms~ca n cit.;n cont contribut-1on t~o deoomnrorc iz n~eeded 

than a.n abbcrnce of Governwtot hostillty toward tho prIvate sector. 



5. Problems in Labor Hatters. 

1. It is recognized, of corse, that in every
 

fAte economy the ranaGerial group complains about labor
 

and about governnent policies with respect to labor, not
 

always with complete objectivity. A number of the infor

mants themselves mentioned the problem of unemployment in
 

Bolivia and the difficuit social a poli effect: of
 

that problem. Howevern several situations were cited as
 

barriers to invest iaent in terms cufficlently specific to
 

warrant considerinG then as factors aMecting the climate
 

of confidence.
 

2. Described as one of the most serious dis

couragements to investment in Bolivia is the great diffi

culty of adjusting the labor force to the requirements of
 

the enterprise. Workers and employees must be given notice
 

of termination ranging from one week to 30 days. If they
 

are dismissed with just cause, they are additionally en

titled to ternidnation pay of approximately one month's
 

compensation for each year worked, fractions of years
 

being compensated in proportion. Since tralninZ periods
 

of at least some weeks' length are required in many in

dustries to determine the capability of a worker, several
 

Informants say that management ic faced with the serious
 

dilemma of either keeping unsatisfactory (and therefore
 

unproductive) employees or paying excessive demlaseal
 

compoensation, eltt*r of which in prejudicial to the enter
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pwise. After eight Years an enployee or worker Is an

titled to severance pay as described, even if he leaves
 

voluntarily. A reorganization of an industry to achieve
 

vital efficiency can be prohibitively expensive.
 

While some say the provistone of the labor laws 

in this respect are too severe, other sources say that Is 

not the woost serious problem. The law; excuses the employ

er from paying the indemnity iK the worker or employee 

io dmisssed fov any of a number of kinds of misconduct. 

It was reported, however, that atterpts to dismiss on 

these grounds frequently result in administrative pro

ceedingso which aImost invariably rule that the dismissal
 

was unju ifiedt regardless of the circumstances. The
 

effect on discipline, costs and norale was cited av a
 

major negative factor in the climate of confidence.
 

3. It was reported that companies which have
 

boon unable to operate economically have been prevented 

by the Oovermuent from shutting down. Instead they are 

said to have been forced by the authorities to retain their 

employees and keep their plants open. Such a practice is 

a serious barrier to potential investors, who will fear
 

that if a propored enterprise in unsuccessful they may 

be unable to cease the operation in order to avoid com

'plete dissipation of their capital and credit. 

4. It was stated that a practice has arisen
 

under which the Government requires enterprises to con
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timue paying wages to ecessve umsbers ot aindieato leadves
 

who are absent to attend Congresses or other sindicato af

fa rs, or who no lon~er work for the company but instead 

hold positions in State or other entities, sometimes for 

periods of as lon; as five yeara. Instances were cited in 

which small industries employing a total of 15 to 20 work

ae have been required to pay such wagea to ae many as 3 

or 4 ebsent workers. Another source reported that thli 

practice may be in conree of correction under a rulin," 

of the present Minister of Labor, Dr. Aguilar Peaxrrieta, 

that workers are not entitled to wages when they are 

absent from their duties. 

5. A related practice mentioned was that of
 

pev .itting nindicato leaders or shop stewards in numbers 

out of proportion to the workers they represent. One
 

case was cited of a factory having 20 workers, of whom 11
 

were sindicato leaders or shop stewards; in another the
 

proportion was 14 out of 45. It is further reported
 

that all these sindicato offlaials frequently absent
 

themselves fro;m their work without notice, to attend to
 

union tterss causetn, severe prejudice to production
 

and economic operatAions,
 

6. It was complained that Government authori

ties do not act to curtail violations by unions of the
 

laws governing labor disputes. Instances were cited in
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which coempay mmagers we" hold prisoner and other provi

along of law were violated by AijncatLna without measures 

on the part of the authorities to curtail the abuses. 

7. Sevoral Inforiants spoke of the adverse ef

fects which result from the constant possibility, in the 

field of labor relatioue au in others, of a Reeoluci6n 

S rema at any tLmie. It wao said that such a Besolucion 

frequently revolves a pending quegtion in an arbi-traxy 

manners often contrary to the !Zenera rule which should 

apply to the situation. Thli excistence of such a possibili

ty deprives a co;,,pany of the certainty which Is vital to 

orderly plannijg and operation, It prejudices, efforts to 

increase productivity, which is the only means by which 

induotry can Iqprove qualityj lower price. enlarge output, 

and thereby expand employment and contribute to achieving 

the development goals. To the extent that such a possibili

ty exists, It is a soerous lhiediLuient to investment and do

velopmyent. 

8. The sources stated that the conditions do

scribed above result frori action taken by Gfverrnment of

ficials for near-teint political reasons, withoit reard to 

economic connequienes ad goals. &Swmeadded that theze ao

tions result fr.om a lack of authority or control within 

the governmental structure. Some also pointed out that 

conditions have improved considerably over the past few
 

years. 
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However, the drafters of both Law 48 of Deember 

1960 and the proposals of the Comitd Nacional de Investi

mensos apparently felt it necessary to stipulate as guaran

tees, in the former, that enterprises organized under 

it would have the benefit of the guarantees set forth 

in the General Labor Law; and in the latter, that labor

management relationz will be governed by that law and 

other legal provicions in effect. 

9. To the extent that arbitrary practices such 

as those described do exist or continue, they puncture the 

feeling of social tranquility on which inveatment depends, 

and offend the sense of justice of potential enterprisers. 

It is of course an important responsibility of Government 

to protect the interests of workers as well as those of 

employers. It A Important to both groups that the rules 

be known to all, and that they be applied equally tv both 

with a high decree of predictability, fairness and sense 

of reality. Any other course will damage severely the vital 

"climate of confidence." 
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C, ta Lawa and Practices. 

1.* ovoral informimta s3poke of the multiplia

tY and conL'uslon or ta- law', a an,~ k?,iotmint handicaip to 

Im. taxaes 1-ve b':. nam-',n-vd =d ~ iby frqun 

regulationoj, o "sut iomsl and am1is~wroA* of which have 

tion. It wal- 2tavte3 tlt.za r~my M~yrzaidj) 1XbZy the. 

tax authozr:tir-K Cr1e~ee coxiLuwdond Wtiint loz then 

efficient compianc- 'e.t Terotut.Veco~a~~to of tile 

National Flmnns : ordO '4 'or~ lndwtr'iol Dovelojiit includie 

a call fo n ta~x *ysm wh.U~i will ~i com~p1lance. 

Thia~ characterizut-,' of? the i;a,,: le.1.rlaton nlro oeem:, to 

have operated agamt tho, ckaolrabla objective that tax laws 

sh)ould opeirote to ai~&iii~fc tor' nd developmenital3 

policy. The~ abroc~n~e of a. coi-,pre'alemiva am-1 reoddly m-dez-

Standatble code of? 'Uazc :lo,1ation etn forth clearl1y 

the right.,,,~xoi'tionz WJ both the State and? the tax

and a deteret tUo nr--v inrveA13t. 

2. Thr,, burden W, 1L.Ihe ost of social ILe(lIJ$1

tions ouplod with the iriceZ'.ectiveneza or~ some of? the Po

alal ag~encies~ to pr~ovide tho:2.r pr'eccrlbed aevicesr, waa 

also m1entioned as a determ-irit to inveaftraent and dovelopment. 



The required contribution of employer*~ for aocial zecta'ity 

under thoe lawi is 30;; of' the pa~irroll. Variousi othor d.iet 

paymonts nro aloo required ofi' esnployero., zand ao.-ie Inf'oin-

WO, of~ Payiroi1 Tho mnjor porthoiteer, mroforred 

less to tha cniount of the -,o paynejitii tMlan to tha, iadequacy 

of the rid~&othav LooL-l orsi.anz in rvrrZ 

the arviceo r, w ilh tiioce or ttions, am." pj~e to 

pay. It viao .Ated for acLrilple, thcat 1ieL~o ancieo 

freque~ntly tuiabl. tc pm,,ido the L~(oicail and ho-cpto1 care 

to woem,-.-o wic1h tho Intw requizhm,, 2The re.,ult L3 that the 

employr iu, obi.edt provi.do :uch~i~~ ~lt thus 

icurrtnx;, a~ daublc exqonue. It ti~ aaid thc.t ezoployara, 

are thut2, deivvd of' o ei ihich could bc. AF-.d t(o in

creae wa,, e3 or to iprove tileir productive fazc,1ttiea. 

Several cnplayers In,11cated ha~t both thay and2 thoir work

ae would prafe" a ay&ster tni e~r v'hih e-ployero vzexr re

quired to pi'ovido .uch ;;erv!.ce,,- Cdxectly to worly:ers with

out State Intarvention. 'Z11 palOwt of~ tile iT,,tiOna: JnVes~t_ 

mont C nrivttee roerri3 to the lar~a social ahargoc, upon 

industry aa a diterrorzt to i~vta~ Wile inatoncea, 

were cited~ in witch arnn, AntL.t or Wy~oc 

agreemnent wi th foen~etor ~xlem~ployer to provide 

medical and~ othe.- -,ervicea~ directly to Itz. ior'kerz; in ex

change for a xcedxoca rato of oonti~bution,, 1wu'h .).rango

menta appaazntly are only avaiUnble when the operations 
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of the enterprise are in a location where the State agen

olos cannot operate. 

3. It was s~u~ested that the global supple-

Mentary tax on dividends paid by a Bolivian subsidiary to 

its foreagr corporate stockholderz i heawj and ao complex 

as to constitute a barrier to inve rtaent in Deallivia by for

eign ent erp izes, The lndcation. iere that It iay be 

possible x.orme eaoe to alleviate the problem through 

agreemejit with the tax authoritI.e3. If such alleviation 

is needed, however, providing3 it in a law of general ap

plication woould be more effective as an encourarement 

to inves tment. 

4. ome sources uugfested that the progressive 

surtax on the income of individuals from personal servioes 

ts exceazively high. 't wao said that the total income 
t on the b etequivalent to U23 000 to .. 000 is 

about 4a, and that it goa, up to approxinately 54% on 

in2comes equivalent to US 7,O00 and over. 

5. Cited as a major source of hardship and 

barrier to invecttaent wan the fact that Bolivia hao no law 

pMescribin2 a statute of1' lmitatlon,4i (reqr.2: n extintiva) 

on ala11s of the Goveremient again:,t it citie; includiln 

olam for taxes. I1 waz reported that even thouh the 

tx authoritieo have reviewed a taxpayerl' return for a 

given year, have, issuod an a aenient arid taxes have been 

paid in full on that assessment, the matter Is indefinite
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ly aubJoct to reopening and review. It was said that this 

is done not infroquently and that returnE are reopened 

going bock 31.X$ eiGht or even ten yoar,. By that time, 

records or the period are fequently not available and 

the taxpayer' orecollection of events io dim. some defi

ciency iii almost invariably founcd, it ia caid. Tie do

ficiency plus a finv and inter'eat at the rate of ISO per 

annum can amount to a heavy, w.eaxpccted obli;ation on the 

taxpayer. Whilo there ii a theoretical ri9it of appeal, 

it was ,aid that the ta.payer ':;a. never win becaue the 

Appeal Doard ard the tax inw4cator uho di"cove'ed the do

ficiency olhare in the colleetlons ad need the money. One 

sggeution was that adoption of a reasonable Gtatuto of 

1imitationa le.ould relieve thilo conotant threat ar:alnat tax

payers rad would help alleviate a serlous barrier to in

vestments. 

6. A number of rteport.3 were heard of arbitrary 

procedurea on the part of ta;x authoritiez wich, if true, 

are seriously damaging to the oltimte of confidence which 

In indispensable to increased investment. In the area 

or taxation, perhaps ,obovo ali other':, it is vital that 

taxpayeru have a clear knowlcd .e of their rights and 

obligations and a lmowled e that they will be hold, on a 

basis of equality with all ofier taxpnyers, to compliance 

with their obligations, and that their rig~hts as stipula

ted by law will be preserved. The report deocribed in the 
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pveIedinskq paraemph is~ac sirniricant with r'eapact to the 

alleged deficiernciec of ad Iiotration ao it Is in poInt

ing Out tile need -fora atatuto o.-[ lI!raitat iona. Other 

UOUrej .Wtatad that the t~burienrin51 zcalty lz m~uch 

hieher thza it app-,enr:., 1-7 the lati# 'Loam tix, Inspectors 

f~requently i i C, ,i taxean.oundd Jiit,0yal 

which are almost iivarjwI,,bly uphldc ori AitctIvo ap. 

Peal. Iut wa:1 oid that the~ Appeq~al Cixml-Iion~ an-d tfie 

The Co.- titutiori provi1dez; that nio tax It; obli~;atary unless 

It ha bi-ii- -11!1osed in~ accordance with Coyiit.itutlonal re

quix'emeirtt . 'apz.aYer1, imve a, ritght to appe"il Uiaj-u,1 

azOeuumntt.; to court:3. w howeve'r,the It iau otated, that 

court proceedl.n,-. in tax ate u:;Lally provide no relief' 

to the .-a; pyer~ baecause prlo:r deposit of the diuaputed! tax 

lo requimed, arnd after very lent -th 0de3 T the com.rt will 

almiost mirely uphold t-hto Goeni-vLaUi. Tho ,,yobvtm by which 

admini.,Ytrative; 1-oard i-,etmberu and tax it-ipctox-Li.w I.rta 

defic~iee a~nd f~r-e ano zi~ced earist tcutpyer' waa Cited 

as an im~portant camse of arbitrzay pxocediu'o3 ai tax

payers. 

7~. Asi enothcr inu'lA1ation of~ arbitrary procedurou 

In tax niattersp a roport wao hear~d that durl.n,; the poindency 

of' conte;ted~ tax clatims the taxpayex' my be arreated or his 

property mazy be ille,-gally embarf-oeK. or he may be Lubjected 

to other form-~ of harar-ment. 
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8qOn a more po.ative not*, It waa reported 

that the Minicatry of FIntanoe hae; Instituted a special 

Tax Court ol' ton _ea'nbert to hoar anCa adjudicate appeals 

court ar very 1-nox-mal. It ua reor~ted th~at the cour~t 

haa chown a itspoitfton to 1t to th,_: _wqpayr. au well1 
as to the, C-onotadt doiscac irly. It waa 

describod a G±U.L:mn. 

1 Trax ~ aIy an~ I rolepl~Thi~ poxra'aI 

in i'urthertn'.M, davvoj:, al p01 i~c, by encoaua;-.- rain 

vestmient anl- 1~r~ anid by prwjl nL.r oth--x%coilred deo

veOltnta obJ~x1Vc~vo L coaiprh,, i~ve tw, co~l which 

would ccotablL.,-h a -atlonal aid IfRdBb; of' taxa

tion, sot kovth clearly the rito ci oblli atonz of the 

Goveemizznt and tazpayorij, GrenJ.thn colJleotion pxocedu'aot 

asuethe tairnoo of' xoo ani 

orien~t the toa- iue toward eooim%? objectlval;, wotld 

makte a major coni~'tbution towerd fotrn, tho almte ofE 

conf~idence requirbed for increased inveamient and z2evelop

ment. 
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D, Customs and TprifT Qustions. 

1. A staternent waz heard that Bolivia's tariff 

,policy io uaworablo to domaitic manufactuin.i and puts 

it at a ve iv o won_oti-'ib ii-nported artioles. 

Xt wau waid that io.'t of raw natarlal; by do.eutic 

nufacturErci jYV yelatx.ely hikh' duti e taln do fin

ished prodiuots. It w'aa otated Wet this scituation applies 

with particular zverity to the tcxtile irduLy,,t by reason 

of the high duty on yzLni and othe: r-aw i,atei'alo,. 

Another LoiuLrce howover, stated tivat 1hio report 

is true oly with reopect to t fow0 industries and prodults; 

that it ia tho e"zeeption rather than the rule. 

Iie =lttcr would apear to earrat further in

quiry. If it L true even on a 11uited scale, the condi

tion would to that extent serve as a barrier to investment 

and Indztzrial development. 

'
2. On of 1 ... m.ao critical impediments to in

dustrial rowth in Bolivia is the problem of widoopread 

smugglinr. It i; reportcd that coztpetition from sugled 

merchandiP) ha.; caued the fai.eurc of a number of Jdua

trial enter'ises. A, lon, ao th'e probco continuoe, it 

z'educea the effectiveness of even rearoenable tariff pro

tection 	which rary now indutries irequire to survive. 

epotz were eceiveid of theitos the Govern

ment ic takirix to iLpro 'veoustons proceduroer and Surveil

lance to control the problom. Knowledgeable itormanto
 



have pointed out, however, that important as these measures 

are, they attack the symptoms rather than the cause. When 

Bolivian induotries are able to install modern and effti

cient maChtnery and r ntloaal proced.ue* to enable them to 

improve quality nnd lower Qoz;t;, they utill be able to comi

pete in the market with _oodr from abroa1, whether Lqported 

legally or ille-ally, it In uue:tod that nothing i-hort 

or this 4olution will a dquatel.y wit.h the pr-oblec; 

and that thiz .olution in turyi i depcndeit upon the allevi

ation of thce I:ipedtn do ued eliewhcre in this memo

randm, which have zorved to 'ke di fficult or :qpo:3uible 

the steps necezary to i'iprove quaity -ridlowev fQriclz-o-

One infor.mant lotated that he hjvd talked po 1-onally 

with a number o" infividuials who have been enxgqed in smug l-

Ing into Bolivia productz which hoa wao interootod in marnd

tacturIP4,. He zaid he was told by the mu leri that they 

would prefer to work no dittributor of . olivan-naada pro

4ucts, even though their pro'It was only f' wht they 

make on amu: led merchandiae. Vilhtle the evidence limited,_.,, 

It would ost;'o:t that the problem i1 niot Iaposulb]o of zolu

tion. For uo lonm ao it uub.siota, however, it iI a serious 

barrier to industrial growth. 
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M. official aosrtance to Thoentives. 

I. M~entioned prominontly by virtuall~y oveL'y 

Soure esthe mmoot forrmdrble sinrle impedimernt to Invect

merit and ckaveo~pmeit wc-U the hotUiity of thv:- 1,111n0tar of' 

Fineae~ who roportadly hai mcce-d in nullifitrk the 

incentive:, ir'anted. to lndu: ttOoral 'Anvoutmerit by Law 413 of' 

16 P~e-c 9~an,.' by oth ifsl It ropovtod that 

ther'e h~mo Ibeen m,1*a3 :t:zctad in which an a3piplicant 

has filed all the ourd Ca~r wit'a Athe Ltty 

of Ecconom iy,, the ymec haxa lbOc2 3tildt10cd rmxw n1*1ppoval duly 

slmei~ to in.Centlvo in ti Law 48.t'e vThnc* 

Having rioiirally d-voteci a ira cC A.a aw.Tr1~ 

to iyep4!rsion of thQ Ppiti the npllcam-4t i piea~ed 

by the action Hon~tsoo- iloof' thc flo thnt 40 iantled 

to the boeiito wh1-tch hnva ibcer nIrrmt~f fact he io. 

Then the. pjaIer'S f;C) to tlhii 111nitry of? Anclrulnfla wh~C3 they 

onoayOQetIOWasfrequently t"Mat withP grezlt ~ with mab

stsritial kfav.-co In the mua-ltot ~anao itl
 

refre'al. Na*.-Y aplif~antr h,-ve boon madratndThiy di~reefsed.
 

It is3 Gali that have W.Lhdrmn IJ'u%.pxojecto in cdis 

Was1t. Them ~r be no qc,,t'lor that lmowleO~e of' thic; oitu

ation, whichif had; the tmit dtvee effet 

2.A nmmboxr of ~~l of' this., typo of action 

were hoard, which ara re~ported evon thotkh there has beeni 

no oppor'tunity to verify their accuracoy, 
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a. A project wa approved by the Minister 

of EBonoW under Law 43j, audcribed above. When the 

approved papor'iwere oubm!ttod to the Ministry of .21aclenda, 

it took the polition that the project iias 'not tmoef'i fo:ire 

-"he cowitryy, deozpite the fonal approval by the 1idn'ltry 

of Econmwf. Hacienda r'eftued to appxove the concessiona 

authorized by Law 48, thus rullifying the other NiniLtry's 

action. 

b. Another project under Law 13 was crai

laly approved by the Mlnijrtry of Economy and forwarded 

to the Ministry of Hacienda for itplomentat lon of the in

centive bno'itz grated,. .V v;, noAft' oveal month* ,.ion 

had been taken by the latter at the Ulme of the interview. 

The project by iti; nature will requio a 3er'iez of importa

tions. With refpect to each one of thca, a* separate appli

cation will hove to be made to the ilinistrj of Htscienda 

to obtain the baneflts uder Law 40U already approved by 

the Ministry of Economy. 

c. A *,ii'd project wa:, approved by a ape

oial law of Congreuo, which Granted broad exemptions from 

customs dutieOL on equipconI aLd Jupplle,; for a minIn64 opera

tion in a renmote area. After ccnrudc-ablo delay, the 

Miniotry of 1andta approvedcu )torn! e;emption wuder the 

law for equipmient to be u.ed directly in mlnLxn,;, but re

fused eemptions f'o tjeeps, office cquipment and other 

items which the applicant reL;rded as also necesary to 

the operation. 
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d. In a pi'ojeot approved under the Petro

lem Code, exemptionsi sratt the~r-ondav ware reportedly 

rmllified by tho Mi4nistry of' 1,11Wiena. 

e. Aun ap:reo-mnt. b~twee-z B3olivia and the 

United Natl=3v , anic eoi~plo f'ronl Outiepnlowl, to 

be imported to inrprovo twaG,~hC~ Tho Minitry 

of' Hacienda ref-ttooA to pnrmt the oT~r~ 

f.A B~oll riw~ n, ~u f~ r~P 

It made application f~o r~t~: oywon ~,hi _,, It wao 

entitled w~o n lati to~ 

Imps the L~aw i 132 !9 17of bz 1-hYkCcr~e '43 Of 

1960. F :a-7,,tiLon wao grantod, by t-7.~t-xay ofi~iz 

for' ono ota~n on- the -ic ond, It lir z~nply Cailed 

to act on thie aplatxon. 

0. A natiozm1 cowparny applied to the 

Ministr'y of Hncloicida f'or the exempti-Oon author.tzad by 

Doceto.- 5urJ of ',27 Nvi- bCI 19" and2 561 or07X) 

19 November 19SG.O CvO t.atea on- eanlnt', rainvooted i~n 

plant. 13uch apprval inIbo otainax], befol.o tho dodua

tion cazs '!o takon on the tax. .-attirn. 'h 11..rilatr-y failed 

to aat, thus 0Coat.LrLnxg the., of the o~l~i 

It li, zlpro ., that evanm when actfleon . taie on buch' 

during3 which perlod the ac.erapio caw-not be taikon. 

Several aource.o, otron;,y aueeted that 
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JfLntalOG6 o~uch as~ theae Ovidence a laock of firm policy andi 

*Ontrol within the Goverwment, 

It ifz ccrtaiin th~lt such pv'acticos, if tile 

above zbcporta vaoc~urntte, aontributo nothtn2; v attract-

Inig the inlcreased~ inveetzunt lb national an foreU~ in

3. The appniont 1ia~ oQA" ufthmn±',a-- on tho par 

of the iX1kii of tLilmda wlith intI Ciitivo. ubj'eativoa 

of the o vor1 ail juat nieeied it iqutoazy~ 

Importwitn- fao_-or In the imotunU u-Ituxati-onO. tc sc rfbed, 

However, to "-ttr'!bute the evtive pnThl~ to th~at 

factor~ maoy be to ovm1lnliy. 

D.S.. 5099 off 27 Noo,,,iber 195C" OY.0m1ted income 

z'einvestod by private trtyPm~ rnatiorma1, dkspWtm'ontB1 

and rnunicipil ta.,rm ruid oth%-n, lipooittlono. The aoxzIption 

was~ mandeoonditional upon a;rzr inpproval In advano 

each enz by thf, Zlbniztr 01' 5ic.J of 19641 

Novembn.2, 19G() Tyjo:ed new and c~avoio 11mitationo on the 

examtption,j arid~ had the effeict of rnaking it virtuallyr In

opative 

The Law of~10 September' 1913, t~o stimulate in

veatmenta in construction of buildint, granted exemption 

from euitorm,: caid _onsular tzoXa goxl ten yam on irapo'ta 

or' conatruction m.rialh notM prduood In the eourtry, mid 

exeinptlon ro~ tx on the bu.lder' pr~xofit Wic.-r. the build-

IMi Waz. 401d. D.L).i 5ObQ ofL "5 Novarabo 1953 ~pCiVxfted the 

artiaea to wiich the exem-npU~o aprp4ioi. 3).S& 5434 of 
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of IT M1archi 1960 reduced the list of' articlea whch oould 

be Impor'ted with benrefit of' the exemption. 

La2w 43 of' 26 Dcc,-cr 1960 provided ineal-tives 

to investmeflt3 fzmi abroad~. Artio-le 53 of' that Law author

and take dpcn~ltion oni tio ba~tio of' thW., nou; value. D.O. 

5717 of' 3 1zara 1.96 Ordiero t~lt th -U ber,04,Ilt woald'aP. 2 

only to pu.riod ;'lAlcatbi of' tliu Law (;boutthic. 1twa 

emetioA fon ulltoyr cIti fo i f. 4iv~c~ p1 

5T89 or'~~; IxwYhod9 in xesrict:Lva tol u I'es3Wd 

that auatoinu exe~ ptions, on~~itot for :nJumtry crto Con

rincd to thoowi apecifleid in canti'act. with tho State and 

in special provisiomu of7 law. 

It was 3tat that, tuvain al-.tezr :ivtgnion mid 

approval by the Vliitr'/ of' xconomy ufldir ~,oh eac ex

emption em.,'i~cuatofxz duion. Li*3 roqu1.avd by la~w tc be 'tbe 

subject~ of' a prtlprca~ in the Alkriiatryr of' lkacondas 

which In~paotic, Iavover,a. _rdtxiia io L mittexz al 

retady docidioJ iy tlI-i !UnJ.:nJzxy, of" Bcrno.O ; n In ndition, 

that Lrc~vor'tton urider tho cmiptio again requlrc 

such a oucl poc nl. which 1-n *,,a.,t1i1- hn'a ivoxi 

rise to fuxceulve anz itra'tiva obatzxiction abd delay. 



Ieach of theseo itances, an Inveistzhet inoontive 

mws first arcuated by law ard. vitliia a short timae tlmorearXter# 

either withdr'awn or~ractate b,, novi 1e:k;aJ-,Pvo~ 

-u~ proo~diae li rxit clulaed to build wnx

tldence in iuhat zn lnrwoAtor' c x!pect. It ral~aa a qaeutlon 

as to whethw., a now iinvtmcwat incecntin~ lifi cn bia e~nted 

on to re~.L in effect f~or n nufTfb' 4enc tir t~o i~aa u~o

tu contribution to the 1.vlicy objectiveu It lo .juppozed 

to serve. 

Thia brief hirotory turther auni.!eota the wiadoms 

firsts or taki-q. budgetary ncceTh Plly Into acaozmit i 

designin2 lnveat .orcy.t inenivc,13 and ;3aond, of obtainima 

as br~oadi a co nius a3 1 1~-'~l ZOEairlac! all nf-, 

mento ox.' tho, Cove-raon1t and thki =61v1uxity (~Juuk 

reapon,.Able frie'e1aior only In elThboratingor nt 

the ;=u tanco of~ thei law3 but alzio ie voconition 

of the iveeid iVor a pari.od of~ 3talbiliLty elm-ing wth1ch t~i'e law 

can fttlof without rcrutrictive chwmzez. 



P*legal Cetit n teJdcay
 

i. Or all the barriere to investment and develop

ment, one of the Liost 'Irequently Anntinced, and among the 

most serious, wcs th absence of a iinimLa of certainty and 

predictaboilly roopectln!- the laws and their application. 

There can bc ,, doub or qLjueetlori, I tfhink, tlit the confi

dence whici ie esntial to Inveot.1/%ent 1epend above all 

else on a reasonaile sense o.2 certainty anrit .1'aUiIty as to 

the ru.les I. ovrn the e, rrce ano the .,xniner 

in which thoce rules vyill be applied. Only in - cIlII;ate ,-,f 

reasonable certainty and predctabill1t: a to these matters 

can an investo or potential investcyr plan hi operations, 

his costs, his pu",rhaeaco an6 his profit .- and then ca rry 

forward the project w2ith, al do -re of zect.lty. Co.rnerclal 

vra There

fore, such le,.al c2rtalnty ix crItically Iiportant to pro

vide a depenuable bIae fro!I which to cope with the unexpected. 

wa , 

and fin c-lal fact ' arccab)e by their nature. 

2. The 1proble In "" wy" 

Several sources saidk enoraliy, in c.,oteince, z'Uncextalnty 

as to the laws and t-neir Lnt2tin ic the -rr.ateet 

problem facin! Luliness and Invect-eont." A'other said, 

"The cl!1mate o2 confidence necessary to investnent re

quires above all juridical stability and onistent ol

servance 1f the Iat.s. Dven a 0--boliviano fine collected 

unjustly or an exe.mT. on withhold unjustly creates re

sentment and damages confidence."
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3. A number of inormanto described specific 

situations which reflect lack of certainty, some of which 

have been mentioned in other connections. 

a. Allegations were hevard of arbitrary de

ciaions and actions by Goexnrement officials in labor ques

tions; and reports of ReSoluclonen S rent which have 

imposed solutione in specific lac.r ;oaeo.:ients in a 

manner at varhia-ce with the !irojr. ions of aii. (Svpra, 

page 1p) . A1o, Aeports woere heard of U1roint of 

umanaiere by lao, uzniunt as a precure tactic in labor dis

putes, and refusa1 oy Govferniont offioials to enforce the 

'Law. (Supra, paje 15) 

Alo-ationsM. were !xade that public 

authorities have requlred unprofIxtable enterprises to con

tinue operations. (Supra, pa,-e 14) 

c. Alleiationc were heard of arbitrary pro

cedures in tax matters; such ae reopening old returns, un

founded charges on audit, etc. (Supra, pae 21) 

d. Alale ,Ions off po!ice haraso!aent in 

connection with elaims of tax deficiencies. (Supra, p. 22) 

e. Reports of withholdln, by the 411mstry 

ot Hacienda of tax benefits Zranted to taxpayers by law, 

even in canes in which the 14iioter of Uc onottiy, pursuant 

to law, had maide a prior doteraunation of eligIbility. 

(supra, p. 26) 
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It is vea possible, as Dom say, that the problems 

rsult in part from obstructive provisions in the laws. It 

also seems clear that there have been arbitrary abuses 

through failure to carry out lawa an written* 

4. Virtually everyone Interviewed referred * o 

at least some aspect of this problem and the urgent need 

to find solutions. Several sug-eted approaches were 

heard, an'.ong theai: 

a. Efforts to obtain a ruling of a Mtinister
 

to correct alleged abuees.
 

b. ELfforta to obtain a directive from the 

President of the Repvlblic. 

While such steps as these may bo necessary as
 

near-term measures, in .'act they are merely palliatives 

aimed at symptoxs, rather than cures of the causes of the 

problem. 

5. What all who cooplain about arbitrary practi

ces and non-observance of the laws seem really to be sayr-

InM Is that the country needs a stronger, more independent 

court system. 

A numiber of informants expressed the view that 

proceedImSn in the court are not a satisactory means of 

obtaining Justice against arbltrary acts of Governmtent of

ficials. A responsible official was describinJ the great 

harm caused by the Zinister of Hacienda's refusal to give 

effect to existing investment incentive laws. Asked 
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whether a cou' action could correct the problem, ho ex

pressed surprise at the question and aneswered, "That would 

be ofi no nel p at all." 

In theory, appeals mcn . be taken to the courts 

fromn ach:1.otrative rulln-X by either tax officials .z' ltbor 

officials, r othevs It vias reported that -Inpractice vuch 

appeals are rr because they are a.lmost unifox.rl y unsuc

eesiAl and th.eorcfore usel as . xaiInat <.,n or the index of 

a collectin of rather recent de'i Uons of the ULlA-vian 

Supmme C,)trt rcevealed m, declir!:'ns n qucstiona vlf taxaion 

One concluslon e oud be that taxpaysrs do not believe that 

such appeals have mifficlent chance of success to warrant 

the troucle and expense of br:nr.2nc t 

A lack ,f independence ,,n the part of judges of 

the lower cou ,t an,d even of the Supre:ie Court, was cited 

by sever'al vourcer. It was said that Judges of the Supreme 

Court are appointed by the £xecutive for tesnm of ten yeare' 

that theoretically they are not relvabAe , thn that peri0od 

except for f;ood caus~e, 'ut thmt An :"act they are rather 

eaoily removable. .lother ieaknoc- reyorted was that 

judges are poorly paid., which tends to enoou"age bribery 

and lower public confidence in the judiciary. One infor

mant deseribcd caer Linuhich ayp+eals pere ta3ken to court 

from adsainIstrative ralln.p. He said t1at after the deci-

Bion, some of the judges stated that they had to decide 



the casee as they did because the Oovernment had ordered It*
 

and they could not afford to lose their appointments.
 

It is surely unncessary, huim:an nature beintZ what 

it !at to doviiAanutate that the only -llabic' p tecttn a 

citizen ha gi.s r~r.yact i o" G, Lrvrnont off-Iilas 

in any CoumtXv. 1s a Ly1tea of' 1aws rvn to a!,ll iry 

and 1rvartJ,,1 laen'ov-led bya stron,_,,j i1ndepenldent ";ud,l~cary. 

TZio ex;.ent t-L;t tlzi critical elen nt le deficient 

in any society is a prine measure of the devee to which the 

clxmate of ce:talnty ankd onr-deneo a nta 1o investment 

and development will be wanti3. 
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Reports wore heard that some departrments and municipa

i1tie3 Irpose local taxcs on merchandise movinug in donzostic 

Ulti-ra Nora., isBDu of 3 April 1964,. publishedconwre. 

,i or, of the Canxra C?.ceon.!IndustriasdIexcerpts of z-,. 


which indicated that city of 14 Paz oim:oez a tax on the
 

storage, removal and transit of goods.
 

the effectTo the oxten. tha t ouch ,inthese have 

of ±LmLpc-dn the flow of commerce 0-Du one ptarl of the country 

to another, they limit an olready samtll market and thus dis

coure industrialC1 " cnt. 

It is reported that no department or municipality may
 

legally enact any protetive or prohibitive tax or other 

measure which affects other scctclns of the countryo o' which 

favors the inhabitants of one department at the expense of 

that under the Convtithose of Others. Indeed, it is ztated 

tution municipal authorities ctn neith-er imp-ose nor abolish 

taxeB without the ! rior appmoval of the National Senaite, Great 

and cont1inins care,slold be exercised to aoiuro that no local 

taxes or other sactrictions r adopted '.ch would imspouc Impe 

limente upon the frxae nzvme,,ent of any goodai includirc the 

producto of IDollvlon indutry, to all "."art the country. 

aWurufestcd that cifh mecisurez iai,.thl rrepresent inIt, 


areaspart an of.i'L*ort. by: cuyar localities to fo ter local 

their ovn industrial dielopof protection in order to simulato 


mont. It was further sugZected that come areas of the country,
 

0-37



apariulrly Cochabamba.. Sucre and Tarijav have Indicated 

fe'ellnaZ that the industor4tal develoi:d.ant p~rrt Is being, car

ried out' In r viianvwrfaih vorc otbc- rit-i of~ the countryj to 

the datri=,nt rj1 thoorcrz. 

luzvlo vsubjlecll hagu ouff-1clnt p-otontii1 ILnw'rtancea fix~i conei~I 

az-iramnt to Uives3tment and developmmnft to wiarrantas apossblo 

and corrective stp If they aro .1ndleatedoIvestigat.ofl 



H, Multlic!lz or~ tLnw Acrectiff- Incentives and 

Deewn, Ziere areO many laws aifectim; inofltivet3 to 

bothl zvitilv flori..we n vestkeflt It lu rew that 

the ropc >.~ The poIions -)IC msnjea.w les ,, nrcr incon

is no~t L;1av. fZ-,o As c~zdu:L,1ablo anJ only 

sporadle p U~ Thia; ela4 L~t fc.,tc~rr adtini~tlti e 

uncer.tnty and lucts az a deter.'ent~ to i-n-veatmont and 4eelop

meat. 

eportAacorcdrig to awwavarles publiehed Itn the £Mayj R93 

of~ the Hational 1meitentz Co-maiuttee and the Pan-kaerloar Union' e 

La1wa 4*~ &ttva, . 22dU:c, the PrincipalSta&t~eaet W.i' Wlie 

exwvles0 o,%' thu,, '1iw aac aro.; 

Lao"14 vacuibx 1942- G,antvci err~~ ro'-a all 

natona,djar~acnt , -V1 ' lanic-'a1 taxcaL :cept real property 

taxeep for a bLcc 2.i'eyoara Lo ii.-,,w cnteprls8 huvri a 

Also -yTantad exqtco £riCurst om Imjporte~ of~~a. 

chinegy by %.11,1 rp 1 J C, . 

la iGQ~~rA ran-ted i vA-ym-f excmt-,hn~ Ctma 



national, depzirtmen1tal and municipal twzeop ecept~ peroonal 

inoorae taxes., to new nnracturinG Indusri~ec e:)tabliohed 

Inte aat ,,it or 0muv. al- ala r;-Clte than 

Bs.a.250.9003- ad alL., ex-: 1 t w; £frwi cuotrm ditle" on im

portaition oi : r-11inry. GronlA.eod a thivc-year (;C~mpulon from 

tazea on buJ~iJfl2Z, anid conltz~racti3En of? ouch ut 

a.k! of 5 setacfucr 194'r - 113- ltod tile Law of 10' October' 

1945 juct decibod and 2ic-Ilad thatt tlio o*,,m2fptI0o31'o' 

ta~es did riot apply to :-aw isate-'ICtII; Or Other'~~xd 

Law of 17 Ccoborx 1945 - A~opted to attra~t aad ;tib,*Ulate 

invstmet.; of forei,,;z cpit-al; 'l- azw.N~zt romittance of c0zn

ings or up t~o 1%~2 of' invec.Atd capitol "anid repatr~iation of capi

til tot ceoittnin tyrnoe or Lv ~it 

Law of 4 Dacaraboa? 19't7" - Grated five- aad throe-year 

~axxetionei (;oiitl1r to Wrow~ granted by the Law of 16 

October 19453 toz 4Crvuro La~u~trleu) to new~ indu~t~iou estab

linhed In the TDcp rti-nimt or L8anta C,-Luz,, havi. a capital 

geater~ than Do. 100,000. 

D.S. No. 1011 of 7 Jwnuary 194~3 - Provided Graduiated 

±noentivou and~ pote-_,tion (1.-y eategorleoi) for p.ulic utili

tieu, iduorial ~tt anI p:#oduzctiol-I of raw iaatarlals. 

D.O. No. 2 015 oi1 2 7 A11950 - 63pelaft x tho taxo3 to 

which th pi~z~~a~In the Lau o"I 4 D~oealber 1947 

(for nw Iiutrie~t' r ~ablIohd in the Loparileat of -S~ta Cx'uz) 

apply; a1o~ia~ci t on Lmorti or mno'hinrio and inn

terialo, for natw comtxruatioi at."d px'ovidcx,. pervatleo to puuiih 

-40.
 



ftaudulent clak.,m for tax benefits; declared that such bene

tits were granted onLy,to now induatrieu. 

D.S. No. 2451 of - Revoked the 

first part of D.S. No. 2015 of 27 Apr11 1950 (mferxInS to 

new lnduo et3bl3hed L- the Department of Santa Cruz) 

and mstricatd tox exe ptiono to induftrleo using more tI m 

7O% of natiaorl raw maaeriala. 

D.S. No. 3312 of 19 Augut 1954 - Provided that the benefits 

set forth in tIo Law ol" 14 omber 1942, 16 October 1945 and 

4 December 2.)94-e aply to "now indutrles 'rcentlyeoo'tulahed 

in Fli-;2ia and those which nn,,i be eatabiLhed in the Dcqpartmenta 

of Oruro and Sanita Cruz, whose capital io not les than Bs. 

5,000,000."
 

D.G. No. 3972 of 3 March 1955 - Provided tax exemptions 

for investments of foreiom capital in the hotel indu~ztry. 

D.S. No. 4149 of 25 Autuv 1955 - Diracted that comspanies 

hain,, contracts; wi.th the Wol7lyan Dlevl! e.t . or other 

agonciebs of the Govorzuent oalltii 1or ap±mptionc from taxo 

and/or .Import duties -uzt apply in each case.to the 11inistry 

of Hamien, u iide or not the epQim arewill dec onrs11ote 

to be allowed.
 

Decree--Li Io. 41210 of 2K 0ctobex. 1955 (the 1'Otro1e01ta Code) 
and D.S. No. 4'9of 21 janua-ry 1956 (Whe rultation th.under) 

- P ovided 132 and Ar't3. at cat Art. 1511- ueq.o ro-qX iv,,ely, 

exemnptions f; duort m the life of the concOsioni dutio; (.ubI 

on machinery, oqui ent, tools, matorlalB, etc., to be u ed in 
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a4 transprospecting, drilling, produclnM, refin1ig, storin 

orting bydro nrbons; and from taxes on buildlngs emeoted and 

installation made to cormply v:ith social legIrAltIon. 1ahinery, 

tools and mater.lr I mported for the latPtr ur-p~c r aleo 

exempt f- 1iot duties 

D.S. 1ah. '59 (frt.7) of 15 December 1)5. - iceled all 

exemptions ,n duties and on i±Wrta, except thosecwtoms taxes 

stipulated in contracts vilth the Govemrment or granted by the 

Petroleum Code. 

D.E. No. 4G,(3 of 14 -my1957- Exempted national nd foreign 

technciru contrzacted by tho State or by private industrial
 

enterprises fvm -ayment of the global slpplementary tax. The 

exenmption vvs extended to petroleum technicians by D.S. No. 5508 

of 8 July 19o0 

Law of? 11 December 1957 - Exerpted from import duties and 

oonsular fees iqin-orts of machinery for the establishment of in

domestic raw materials,dustries which will use at least 80 per cent 

or ,will make ogricultural or live stock products for domestic con

stq)tlon or export. 

Law of 1() 1)53 - Fenpted from customs duties and30 tember 

consular fees ii:worts of constmcti on materials not prduced in 

Bolivia, the Itens t3 be v.e-cified by the "In.utry of' iacienda, 

and p-ov'dod er:i.ti~on 2oi ton years after the date of the Law 

asfrom ,ntional -.nid ,mnlcl-:0l land and nooe taxes, tAIell 

from tax~ on the gnin realeid by the builder upon the crle of 

a building. 

D.S. No. 59080 of 6 November 1953 - Set out the regualations 



nd 

desgznatiorl ofC the itetx (aontrton riteials) covered by 

the Li-;~ alto) stipulated that the exair tlof &,)e not~ a,.*?y to 

under tbe Lau, of'Io Serpterber a)8 specifte thO Oustoiin 

tw-cer -or 'zovice Verd(Krcd.; n'Ct-U 1e42elnvaI 

D..11. No. 3o9)cf" 27 thvG~1~ AuUt ;lod exemiptionl 

of earinn-c t~blh~xi~r v~tiio a~fn~dprrot 

mnlcl ,a* and tj(U e :vcri. to -,tic~1Ce i'nted by a 

Qi7Clrculh32 No. Iss:taued byr thbi,. of~n~t~1painda on 

2? May 192 uziarid the Ivus and rc~atif'.I E 03 he 

3ect ao of' tlha'L Unii. 

0$ 17 Haroh 1,960 - Authorized axamption ofD.1 	 4?bI..5 o4 

rid I31en tar~x tiporte of~nachiriory for convereloncustoas dutle.on 

indsriea- and ng Each exemption mst be obtantned by a 

Rasolu41u1 of14;ho G0:vex'ninent booed on a recormandatiofl of~ the 

MInIster of Beo:~ciay. 

D.S 	 No. 544of 17 M~arch 1960 -Reduced the nmnber of 

which can be ~Imported withoutitemse of oontruct.Ion materiale 

Low of
payment of cuztzjril dutio~ a~nd conkvu1ar feeso under tho 

10 September'I5 

.-.Cmptad certainD.Z3 No '5'-315 of 'Po 1Sel-tember 

irpcrt 1~z from~ cuotoric dutl.ea anditenmn o r mInIng C,~ 

Uxao exclu~dI;t tbe kwt~ f'ortaxec, iiiclud2.nic the Lt bu 

kfsexji- rc71=.&? 

D... 111-. oif 18 N]ovember 1-)t3 - 12 otlmulata ex :xnOt6 

econoinac doeL) rci autk-Iior! :ed the Yflinitrlies of HIonomyand 
fees exports ofand 1Hacende to exteinpt frrom export taxes~ and 
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Blolivian nmerchandize provIded the exporter abowti that~ the 

dormestle market haB biien supplied. 

D.S. Nlo. r416,4 of' I- N~veuiber VAS - Directo that the 

excemiption of rc-neze carriAg-r from~ nttional, deprten tal 

and rnunici4uil txcz ,nly lrt3n out or the-p;1eto- carng 

thorization Of ithe 1411I-I~try olV Raiod a. u,:on the relnvOa3t

ment beLing r.,ada In cspttQ. iaus .Izantod: rind/or 

*~ctoquipment.. T'-, wst)50 o 7 Novelmber 

1X83 virtualls r±~-'~i~o 

taxi ~oar Ivoct-entBs 

o~f ca 4.,taI .hxzac: in thea c:.Uc' Ives'tent 

Provdes vur-nLe Oe~n~c~~t 

'r ancd ouch 

emioycd In It-he prdc4-._ei !_' A o2){ In ."ndustriesB 

us Ir, Go r e ore of (1kraciti vai, atvll and tbooc* 

of cone or -all!:Ld Zn1I tic rJ tdr; ~i~ 

of' the Tc Co~atttee y~~~feiIi3nveshytraent t ) t.he 

tries. 

Rezolucioun 11, ) :)f V)6J1 of7 the Mlnfltry of HIacienda re

duced f~.1 the o ot,,true t riatcrla1nurther items :1? on twhIch 

can be ir-td.;tiu a mnt~ of" ouo toti dutiat-t, and conzoua~r 

roes under tlii Lo~w ol' 10 Zreojternber 1 and ID.,2. No. 5A434 of 



D. s, No. 5717 of 3 March 6l-'Dlret that the rig~ht of 

In4iastries orsanized !rLor t--i ICG D etzber 1)60 Lt; ake do, recla

tion on theI al W.~1vo- , iued fixed oceto~ andar Art, 5)i' Law~ 

No.48 -:x 'V3 flibp :y boteon) the-m:lC to-. 'hCl AXL.d 

dato -.)ubIA-)t-Ion that Lamt and th oind of the 1),50 i>~ical 

year. 

D S. No. 5726 7Xt 7 March 1~uGiL-cerpts L'zoi) curit"r z dutltea and 

taxes# Includii$Z the c'ales t~o- but e:xcludinU, the tax C-i x -,rvle. 

rendered", IcLt ' -Clae1 -xt1 i%?r -au*. by the rntIp.&- Indimtryt. and 

directs~ Ithat ac oxcaitlon dcs not require 9v-ror authorization by 

the &xec~uf.ve. 

D.&S. W8956~ of' May 1961 - r. tendes the icame oxermtion 

and waiver )- prior authc I'.4tlon to imprts of' diesel Ail gc~r 

us~e by the ralnin , indtr. 

DS'. No. ' 'P IecemL'r I)GI To cluim-tiate natl.,Ana andr3)$0~ 

forelep invectn ito aIn the ~ c~V f s'tp-c ia.-. 143te13, 

directo tbzat f;hcy ,han1 eCfjoy e~ fromi all dnro tipt!nal, 

s~hall reoe.vv ;;e !!,)n and enragliement , aond zha.11 be 

govemedc by the Q~~rrt ~'v~ of~ lavt~No. 48 of .16 Douember 

D.R. 113. C~Sot '27 April 1)62 exem-ote from ctustoms dut;ieae 

conalarfoes and --,j-tomr, taxes on oaleri, Imports of' %.iachineryand 

s~re nazrts noit icidud in Bolivia. 
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It W:ill undoubtedly be desiral le Cor the n~ewIe1to 

to abro ,ata t cifially all thc ate and~rctduzaton; 

descr'ibed maJave (Oxxiu;-t y'~~ the ofL~th 1-to 

1eura Code and It ~ and~aa".%*- othe iw~ &.-.- xz.I-

A czir(ful stlxrk ,dd ,,-,adiz of th,! c yet t.-t of 

ea~h of~ thc. !atsn; o;;uc. r,c~tD7.)-eed, :ULordev to 1.o 

sure that all ~3 wil: '.GL3 c~lable t 

are inco:- fltCe 3-n the 1-lw Taw. Care ohoulCI a13o Ile taken 

OuIlt tod fvom the bc:.~ 

The Uiw~w Whouti co:itf.Ln -In One~~ iv eot 

ruert all tllac r~n' -xv~u~LoortJverwm, dt' L f'orth 

regulati%;,n) £x ezo :I r1turea,,'.:I~ arzd i-cdut

try. 13iy efon 'hc~en~~~ to ~~~ to al.l o

cerne& 10he wCiodohi of avoIdirv- thex-eat"tead hov, or i~pt"hn 

in the now Law no approved. 



1, WNber ofA~Aencies and Need for UnIift dAho a. 

$overal sources~ su2;,,outed that arn inmpedirant to Invetment and 

development IL,t ie ocesel'r nu,,,M~er i.Q ,verr ent~a airnce 

wl.ich have to d,. ~iwJ41,hL1 ~uj ee. P'c c~t~ al 

Dir'ec-icn Goi or~~~A ~~n~ty i cnry the 

National3. lirrcet'.:-Icnt (2&, t~;t~i~liv i.a Deva*'Lzpmnt Crpo

ration; t, a i-Ixil llamr, -.,ar; the i'intieso2 ira 

i~~~ i&n tria1 arid. cthers.Labo~r anid LIwre the i d 

It iuas als inet that; there have beren prooals8 to create atill 

Thece ~L"r1COV ait~1'O~,.r3pZ of functions; dia-

Perakl c;if rece3aiy -,,,RA11r, which a~re In. chort supply; lcek 

4of helpf'U Ln,"SZ ,p1aanf~,4 i -oiv ayc In jin 

applicat'.,.m; 3.acic. coor imatimon the a,,.. ceu; and an 

a£ asabsence ol' a delmlx inal it. zr the miain pzroblema 

reau 1tin,-: 2"rc ti1 e tadniitrat lye :w,itlp I c It y 

TwWfiots~~e heziOrd NI~ "'Vq~ently and Sewn to S nthe

size thle or1ea ,e EIrut~: ~ 1aw~oiff'iicient authority 

and lie klni . vran AndC the occondl: "The Coal 

shuldc be a zIlno der;hi thiw dcclaiofs u tLawtely are 

aade In one plao~e. and then ape MvJ 

Th-ere, can be nx,: cy~aolcn tUhat proi.lemrs such" as thoso 

described ax'c an Iiedmenft to inv,.estmaent. 

Sach 17the zevcxral 'nclec art~e abo~ve hac In Its 

own rlgj-it a uce~i and, construetivc role I.n ecorlomic develop

maent. The ovidence available Ouri,_r a shiort stay iitdloated 



that the mmed fr coordinmtion amoing th~em In reoogzodg and 

that prce&rez 1*vo thait purpose are In u&ae. 

It wosuld seem uruieceieia'y *L*o create ad-Itonal aj;-eclves 

ad;t. lic tll.r:ae polu;rti3lepcor commaieriom Vie pants~ 

would ')A teihe Czame ,arn~h already lUoitl in thei 

exristll ,) oc0iicz ri thle dommance Upon 14;he~til and~ Oer:ie 

ofthese Xmo om to o Lvals, coufcLive toveaay excea 

*~thAt bottca tt cv;iw t o~~ Cmr~t o~edv 

the Prob & ~e ao~ of the tivest"Iezpeat~ ~ 

ruent Cc-,,ate evtd 'che I'Unictry ? niy erccially) the 

reisistancc on the pCt. o2 tcic nd . Law~ NO, 

43 of~ 1.))o" ieficient In t1's vopet vince it contains no 

directivor! wie to h-Z"14 ctich ar t OaCe arried out;. 

Other i.ncntive. laws~ ha*'c been vitlated Iy t.ol Qzac thait the 

f~z~~reqUi~rcner.;- tkat ea-Ch uose ,:) an roA*ia tax ,x djties 

be approved 'uy a ~LCIvltr lha~c been ( otdto rican a full 

revie o -ltteri3 eiu~l 3tte QO2cil to llav-. or 

The flemuxrt ofci~lc Na~Itional rifxntCoimttce- containsi 

popois1 fo proced~ural provialmord vii1cl: shuod 100 helpful In 

overcomin ; al; le,,zt aomio cA the- ymleit :aproI proarecto 

for the aacetvlaxlt:; .4l belp ~U1aethe al-rOE lb 

thii ~ia 

represent the braosit tponble vcncirwsj- 'its the part4iclpa
Sequ.en~t hc1~vw jevei-s n rpvlsmtd 

tiori not onlyr of tbe Govermrent zi..eaclea af'ectedp 'but; also of 



2--mWesentatives of' the moain ar'eas of 'hs private sector arid or 

labor g.roups as~well. 

3 * out .n mA the var'Imc eactora. TheatntionWi 

of the U-praneo cocnotiniaTe j,,Act auova Lim4i o nand 

a rela-cLoi wnid'- wa herd nal,4y, that the G,3ver'n

n~u~ct.vr ac~Y.j;~i~jand tiei vai . ;ntoves5ted oerentz 

of the pr-1vato eeto. iucr ar, Irkdury, banklir;s ajzrculturep 

m~niri4 1a0,.r, ete. 

Thir; view~ u ots that xrepirenat Ives of reaponsible 

private sector oriLaizations (such as the vixriouc Ciaras 

and representative i"wcr o-nza~i,.au) should participate on 

a reularx'Zai in thie dicuoicnr cII Lim- nieed iP- ,1evelopmants. 

t~he ;ala t obe h and hai mexrn to ociievc, th1.ci. In this~ 

way, it was thrxa'-?A each ;roup wculil 1earxd and~ tho4 rezt~. 

could .1r. ieo4)e takc~ ac(:)unt of eao ;ouplsx lni %asu 

lmt unreanin&' of 
and the rati~aalo w2thAe :~ adzcod o eo d . 

rmght ;an a ett,xr t~he ou'(2ties 

wiaent heltad fciSeveral e ~oo i i: tho GDvcrt--int and 

the private zectra, 'esii Wiat; ti-ci vlown ol" the Other 

side ware n~ ;cftv to teuch I'2toIt war evident 

avers to;,iat the dlver,3encs between ith . are- uzuch lec than Is 

appar~entl.y oupposed; and that the bases for produxctive co]l

http:o-nza~i,.au
http:n~u~ct.vr


l.Aboratiorn ame not beUng utsod an fully as they might be.
 

At 1eact once fro;l~i eac~h sector, an intentlcm was Iiiar. 

to press a i'Wa z fcr apj-r-n' olvUa 4i"nIlter and 

then to tk-t- t.-I 1%'z1dn.ihut&ll ctunzidtation 

with the ±n 1,xIeale' 11- thc ti-o'co- 'It wuk-1d 

seem 'Zhat cvcm ~ "), al"1elI-im?,~i !ouil be ob-le In 

needed. iU-i'
 

and e1abOxate th toif t, ncm tn ;~n wi1uIdn

trQ~zrA tci Pho 

and, swww la';; 

ths C~em.n. tliell Iew gr~i~p intcrefst,. her 

and Cons tz orr~: ac:t(i'.i Rural; 

v.hc wn.A 

and, in *Eu.ara, hear tmorQ the reaulz~~t w~ould be 

to stran;ther h'ic t ZN sup-l f'r tile new~ law ar im~prove 

the cllwnte of Cien In WThe ccintry. 
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K. N~eed L'ox Statistical Daita, The ltack~ of reliable# 

up-to-date statat;ical lnf mticn w~as by severalr ci.ted 

soiwcee as3 zi to lnvotcnt Such 1iflPmratl.)n 

has an l.riport~ant .ftIn~ the r!c;CCSV lecid~mi tc, 1"net 

ment decivi :nc vIlme it zrveev ,' the bav:to ;T otudies of 

the rnarl1-et and olt-hcr ap~to ,.f the :~c~~t It iv alsjoo 

or couvo,, hi'L hly or~'du to te wteiftG,vrmn . 

&eyportc vor~e hewcid tht lmptrt ott ictict re pulbliehed 

ontly af'ter ".,as; delaty Lhat k datca bothand tc~ t-tstx, is 

slow~ and 42reqetly zrumtAa'blo. Zile piparation mid pttblitca

t~on ol ettti.c) ia~appr)jpzu a'tely -a "14uriction of the Govern

of' direct bonelI'it anid une tf.* exictlm- enterp rse and ivoud 

serve to en oiura_,;e new~ imrestmTent and developme~nt. 

L. lammino gvrutis A possible im~pedimuent 

to newinve-tcaiets in Blli.ta, ozopecialiy ths rxll~ abroad, 

In the ceacity In coiiation un th~e opyortiunit~e, 4lacilitces 

and~~~ ieqirhmetzVR thr ed is related to the laeld: of' 

satist-leai Oata jut dlcmusvcd it iZ eai rae 

in scope. 

Iloroemix th-nar vo-'a ttnt.on has beer, 4Iliea to 

the Prob1e-l Reecnce was itoartdl to a pblicati1Wn of the 

Banco Induotrial ll1zt:1n,7, Indue"UriW!. activities rferlzi pos

sibilities in Boivia. ieii boakletff "Famo a las Inveresiones"', 



published in 1962 by the Natlocnal Investment~ Committee in inve 

1aznuaes. is very useful. 

liowover, nelther of these publicatione, la re~adily avail

able In Nc..w Yzrn6 it IE asmu,.ed that Wiclr availaulitty 

io not ekz, - antlal.y !iaveatcur e:lsewhore ,;u~eidc £Bjivia. In

quiries adci2-rsed tr, the LIDiian O.:,nelaite in New York reveal 

that that o.?I"ce &-,ov n::P have iw~:~ti;non invezt"-ient op-

A useful £uncticno; thie ai-roncy whici-i wil w"-l~ie 

the developmen ro; ,.iraacould be t-., prepare and pu.-lci In

±'ormat ive, ac eoruate and up-,tcj-date xt 1~ on invouti~nent. 

Opportuait io ecw),ac o ~dU.Iw nc clit-ivotv and requiremients 

Thle sh~iaiou416 Oe idely d ~t;ibuted w~ibLhin B~oivia and 

at leact c , part ofit vYho;I1d bl.- wide '60i~~ctdipio-iat c 

and coi~nuiw2 ab-a in sui.Vicl.ent quanities no that 

theyr u1Ill Ue In a pc~stlzfl at all tiz-ac to rsupply such Inf~orma

tion iLn repvn to i.nquiries. 

Several. c .tn e ,;wIantain ? raotional offices In Ile" 

York -and othe~r fo'I;ucentoers t;, pui~liclze theo matters iwo 

actively. Tis 1, a vocstly iuidertaklrk , which night be penmatureo 

at least unt2L1 a nu.i~ier of~ the more bavic steps have been taken 

effetively. 

http:asmu,.ed


'Savi. tooAuatnvostors. It was stated that 

the deve1loeret ofC inveztmet Lap the abera ofrtis by 

zatiDn of i ; rietactcri 

turnish a:e .etiiLt nclt,onk t nid~ foreI n. 

Su ~ ~ co.16 Wh~tW2CUIQ~cfu of~~Th~j tooT.hfi-Xe 0t' 

04' othli:, a; 04 .fS l~e* of. rlc Go oer iur'.1 a o two-. 1 arw ofYvI t 

SOizLr&jo Vic he5:to 'rake ava4.ULe as fauch 

a51!t'1 -L)4iOi.JLLIt~cio~cxtleonvcors 

as to ,1A;,1LA,:E which ar of~~:~;c~r~ ~c to 

Bardcof tho iracmla 

Banc,theCiiniavalt . oavviir,,t uh il bo p r~ct red 
and UtUL.xy3jd L. ate c toa~~r1j2e the req eted 

irfornat'i. Th- pr- 1wo0ihd l.".Q the wiu:t 

Studio Lioulk-1 nlot confinedkc tr .) iora ~.~ ~~ ir 

but ;or~:toxo t~ t~~~ iiozo~t>a ~ 

~ol mret'e answor 

1rnquir iez Crrm -.m)aectivye i.'veetors w1ith ac cunate inforinatlon. 

The n~tai- be ad ztafrkri 10- all 



in this res~pectand affirmaati've helpfulness, The objeettva 

woul d be t~o wla! wiad azzis tives~torz Ln aveloAn- arld aarxv 

ci~if thae. ThisWith other ;.Ae 

eCIc ul-ULCX~tl, o V tQ he .ritCVCaito andal.:lformatloii 

o.thci ,~urequlirncni~ af e'vlii' 

and near.A0ati:1o3 

It wa-i, zu:r- :catad 1*,y iomae that th",. aron,-y chould have 

wtth rezi,Ojct to ~1tlha £'urthcacvfl fU-,ftI10 

project.. The- z~1t~~I the toLt 

& ht e ~a~ 1 thatanld If 1u~E to ou~ch' !.i 

t,: tlne mIvotfsnrntmrar-er, to u t.hieom L~L~ 

Of1 *OU 
or oth-en 

bindl, d'rc to) ovarcome thco vc-oblaca or ")Jtce 

i t"Ah -).f a jU,"2 eOC>.?$-'?in tile 

qigrin,; tthat, all Govjr.,,-,to1.' erititipG rU:1a(Jio Of
 

;O Li a -iQ,
va.aIBoiviat Lt:tua tAr 

±faotor of m-A qual itj vo'1, o V have to
 

IG Liozit-Iwoz rewod by
be aatlzacr~y- Th-i aspe3~ct 



of domeztio rn~uf.actuxe enjoy a prxezoritiedpr'ovidilng that .tteiu 

foi- =n p a *,1d ofern dormsticallypri&ec advnw*tae, 

Larlfa ar'~x-t~. e ~docaud the " 1owc ut~~~ r~~'~ 

trio roal ~~.~ u2Uj ~ ~ ~ wo~.~re, ttan 

mantal 	 i,3oigodtn ,; when ctxapraLle 

Other d 	 Io,.. -arlous other typea of' 

of ."s~h~ Inul"to, elbaite.asslltalcev tz) 

in wad for -J sw~ au- tay.-CoPuerto' ai-.'d 

which are t"cV- c o i 1*".Vetforz f avora:2-e tanrmqu. 

Dersiraldu av.. 'ez2 Iroi:, o~f IV 

are uvu41y 01%orc:Uz IV- t.n GovC n nze For the1zaP 

_r~m~It h rseel~nal' ~crL;"ta 

a~t~vu~~e~c~Lod f~cro ~1ib~helpful without i.,!uzrr;ng 

Th ~or? the aeveioXjent- pre-an zhAuw14 "te kep~t 

under rt~t~o ew. aaw,andmwitwac to 1wievtors 

cca n a d c uao3 d O3l111tO watranrt. 

It Is fa, ;vo ,ei2a~jTt 	 sn c~~a 

overl~y W14dtLou: w)QAaiI~hik.i 1,a4-.,t 11iI~~~the ano ice~d pur

of~ uu-.:f11X entpousez, or wh1(t imh later "be)(ut hacn:, f~or la,.1 
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a groaterwoui. ( 42pct,,tkjtoThe latter 0:tuIt 

3riC(~ v~~i1o~r ez.
reo±ua 3




? D4olsion on HonmbershLE in ALALC WJhie it probably 

cannot be claaii'udc aI3 an 1ir a daouoi bY tho 

L7.1-C-J.to Inen~, , '~t upiilh 

of' tho Aea 

1I c ;iLL'3 of? ithiz wu~~i-WA.le I iia3 .n b1.lvia. 7he 

04.,oir~ a hou!i o.l1ly 0o' I'Aab wi't os~ot 

&dvoxita,_,~- U;t' aa2t wi~e noit;c t!ico iHQ~~~ a 'lIL; 

domeuritiic u.y : airdtheo i 

AtLQC "haxx uwr the~ of - lrcli- hefoJat 

Ar, tine and i, 2ai LAtzt cofiinue tow; wqLand, 

t.~? a 1A7 Ieco mTeC4urcater withu.V'x, 

that'Z~the ;a-: 1;;, i. 111;-Cc , it ..L2 ttl' ?luCi 

the jujc roceilve t~ie A~nzaWaaly- ;.-3 fhalu the 

&.,prp .Itedecloiir can bo ud az 3=4i a*~ puraulblo. 

http:wu~~i-WA.le


0. Corruption. This subject is surounded with un

usual difficulty and delicacy, which would suggest that the
 

more expedlent >xoceduro iould be to onit reference to it alto

a subject ulhioh has an Important impact
gether. Hoover, it i 


Some comaent, thereon investment, both national and foreign 


fore, appeara t be unavoidable.
 

the comument wao made that officials and
In various wayrs, 

employeec of the Government arc. grossly underpaid; and that, by 

tance, it i acvuxned that a -retradition and goneral acce;. 


and must be, to find sources
rogative of ffice in moot cases 1z 

of income in addition to the legally 0t-7p-ulated salary and al-

I v32 told that thove dcectLtltno ar accurate, andlowances. 


that it would be izireallotic to fsuL.tgst that the -.
ractice ought
 

to be abandoned. It as 3ugeotcd further that some segments 

of the private sector.' itself would argue that the system vorks 

well from their i.,o!nt of view. 

Neverthelcs3, It doo give rice to p.robleias, sometimes 

serious problemr,, which in many cases can constitute obstacles 

to both national and forelgn invostment. It has been euggested 

that a number of the obstacles which have been ;,reviously dis

cussed In th.1. examination are cor.nected, at least in part, with 

O -herobserers have noted 'chat the practicethese problcins. 


creates artificial distort..onz In the rlationahips among Govern

ment, labor and raanagencnt which cometimes make it much more 

dIfficult to reach worl-ble adjustments. 

Perhaps the most insistent criticism which was heard of 

the practive was that it seems to be insufficiently disciplined.
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the amount, of paymeont forFor exmvles cams~ were cited in whieh 

n~ given retvult vmco apreed upon; but thereaftor mpntritt~vez 

a4hiir t: .'ee te dez YO0id additi~i.nalor erne or rK'Zm 

thc dcmandc, ~ 2- 2te t~o tbe 

inver.*tor zl r ~de.Thce:~"'i~~ by toer"t.1L .1fOir 

t11413 -- ,blDj v,,,,, 10Ahia tho Oc m'~.:r~Ir,i~cui.d 1 be ,uf 

n~~ thcy dcen citlsfacfeetod -1.n 3c2rO--~ 'th zch :7.~ 


t or y ar id I h4 c Nx~ v-id!.k hizoV o n't;rj7 t. do0 lb I h el,I t I
 

x~tht )~ ~Ad~.ti.'~ra1trci:. I ~;ctold thlit c~w.'v I*:L~~3 

,rxierb)nooed In i2i. ccr lio rlolii (In tho sv~ rtbci Aa -d 

An Ln-wrinut ITh?-xtit'aC o'l 	 it1 

r 1 4 ;hc'sc;vj "ct.ext ~ ofo11 ~ -nent3 no I 	 nV ~ 

at thLon t.Lme 	 tr; -holly andibkmicihat cu6- to
 

here vx.)n ra wi. motreil
the Dr-Ae,%t;, ~lld of~ tnt n an
 

a ca e, ii itct:!,n -55I
C 
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IV. WuRnnEn Ln r14E MIVATE CCTOR 

A. ftyO-ol f~ nn~:It~~t ua 

to imv i nbtri trbmAc df., Induntr<~l a 1.~ oorwid

wbi ch re~ ic tj I' Li ~.tci ~ ~ x,( CO tila 

iwta1f tvUrui t '' 4,:;~t~i ~~b n 

W, -4 1. 4' 

V. ~2L4~th~i~~n ~ tnc~'~c~~iy~:--o'ea .rtJZ3)Xahrv In the 

oza~ Pn.~'ctoz' ttc btlcaz" nr #i.',d onlynt~tb 

a fvod 

new~~~~~en~4 rind t :~ Aa,7nVro~tj'ta~nB.Jv tzto 
tno.tv aA n~oL2cTosc~~~~t~tte ~U 

ariznurje n ncd 

Re.Laedto l~recrllcm--,0orohr4 aoyta a 



~.Frequentlj cited as ap. importait reazon that~ Industryj 

has not devolopod more atlzfactorily Is the txdequacy of 
ordinar- -acIt a.d ci. "Bart too1IZ3 nractlcoo he "^)f 

many irnJ.u.1triafl s&ts Ti~ wo o~ .~io ieu~~ 1a,-o'a 

tionsar j ~ 1 J.- :In~t han.dc of'Nfa-i-._OWjOvu 

the iindivur31-04walyro ?nalk*lo the ~ VCa)itta.l bui~ 

thourlh !1e be ui ~ ovre.a~ In the ufoz'd:fy wholly vci-

ofI one olEuerver, lie:;b nottr 1y,;e able too r~,1" That 

diatrono erxr res_ult f£x oxa &,uQhiia:c; ; n~zot 3urprla

Wh~lec auch mz~etVAOA3~y;v Le ~3Cie 

other~ raore Gle.-era Il~t'mh of~r ~~ ~r waoe i.corted 

which car. T~ aw-1FkOL1y the 1,~atioin of "!nu~1,.Ru 

whole. It wa rald thaina lian :.L.miu -13:i artioulavly 

wee th araa4~a~~21.iU.~ i to this1. 

def'iaeiw'y in.lud'e ca-c ci~n 11~h~l0ho.seo reLvouwti 

were n.ot 1zcpL- z~i ciad a loan oi-. 2hort T~otltta. Unable 

becautoe of" lack of' dco~~~ata to Ott-In thwi loan fzroal 

the bank. the Comraai.y was,;o to have t~r~ aiucho 

more co.Al'yj urliouo le~ners. 

Ar-othac:, z3.,.t-atonid ; as quite gcreral arL13e8o out 

with the CaliJNaoc al dc-: ' an~d w:!th the 1-iiiuvTr ofLaor 

Penaltiez f'or late QiliTnL;- P-r Ihoevyj. It k~aid that fann~y 

corapafioL are repeatedtly late --',n l5i~ and holice p~y re*peated 

heavy alad umvaceuare f'ncz, to thoeviLdnt proeudice of the 

http:araa4~a~~21.iU


It vian alsto reported thait manscngvnant In rzny corarwanbou 

ftli8 to obtain and~ rwtkc eze D1 einomic~ l~f-~nat'in ihich Is~ 

avalulabitc to adh ~ i'emoef Vectltvo ;!Jamnrr and Ua-ir.e.ved crera

tiolls; end n-.rUcr~ 4vlr t.,' rwrlm uvo' of c~aallable legal il±oQ2

Cr7.tL'o'?. mmado that tnm4 ronpnloc do rot malce ade

qruite -l'zcndc with mmalut~ui irclton, the that they 

wLervt::A~ 11hlcr vnozc 1'c~1aeQd ~tcdyd-a.aiz~.A 

C;n2iftctinc-..r,, t!,u cln t adti~t *,,m;uvc7,c ~t~ViXxed.Z 

bti tht n~xan~ :ro wir, !)'ical ott ;_nux-nc 

OyOi b1rcy,e 2t A!'C;Iat,Jrt 

tho n avorn: 4c i:i~t c b~ tc In~ ~ ~ 

Otho tb)r Inmao u fll lyto~~J2~ ~ur f.vor ~ the ri e 

to~ uObt , I It' avkt, no vcteelthtZoi reti~ 

evoi,~ ~ ~ o abor.nTfte~U~ne orie )f~ it~ 2 the, :(1u':.o-.

to &t nZ %o"LltondhVhxnaionwnaett3mi'dTenr-i.)nL ~ a vt;telvnx"4 



naver be free of f~rict~ion and occasion~al LtruW~1e8 In a free 

Socoty Tloc t,he umangert rc'I~ttc ntcxvie;wed, 

jus~t dcoribed-. 

ars an o1rctncle t5 nvattrrnt and Cave;rn. The condition 

Is~ accribc!C, :dn4 ~nlw~k r a .d 1rLIa8 

ccuuvA.2raLt,,o to Mtmcf; her mv aKL -lt..
 

cnt grv, 2-. 9,r1j-ot od",f dc1,anla
 

oP' Za ;h~: to'~'~r 1 -tine~X4110d 02cv 

pote 1 alUecff v.ri mLr x 

t':v.eca.* a dtc~c11at -atcor o~~z'~ot~t~oLh" rc3, 

aa rsallu lt ri~,.L -o l~-613 haPactry 



to roreign 	investment. A case was described in which a local 

businesaman, despite appr.oval of a new project by the authorities 

opposed the new venture so vigorously that he publicly accused 

the Bolivian~ offic . ii o"selling tt to foreigners". This 

and diarmy 	bAth to thetactic '-uta th-e nause of groat c-once 

offic .als conec-nad and to the -.ro iosed investor. Private 

to defend thnalver vigorentre'reneur must be exoctcd 

ouzly and occauLoally to becomac r.ore arouzed thwi the cirum

varxmn . Vore ign inversz !'artlcularly, however,stan-Co srni to 

tend to be sensitive to this kind of rioaction. If It should 

certaInly vould elfectivelybecome widesp-ead to any degree. that 

deter potential i- tos. 

G. Somc of the obstacles can be eaued primarily by the 

fore.g inventors. One Bolivian observer hro stated that ,ith 

very few exce-tlons, the only interest 'from abroad whioh Aao 

been shown in the =mufacturIng field has been on the Iart 

'	 or may not,of "intentional v wlndla' . The judCint;Ly', 

be to severe. 

hile it, is 	 .d0ficult to control this kind of -Problem, 

tigouh non3al credit channels of prospfctivewi investlgatioin 

investors from abroad mirght be of acscstance in elintinaAn at 

laast asoe undesirablcs at an early stage.
 

been formed 'n the prIvate
7. 	 Some nev, oZcu-izations have 

c


enterprise area which may holy tO inculcate a hlghe degree 

of social conzc1oisncc and res'ronc .bity among the mana

gerial group. One of these i tho Confederacthon Patronal do 

Emresarlos Privado, whose organization paor were recently 
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approved by the Government. Another organization in the field 

I the Comit' Bolivianfa de la R12reca Privada. Both ttese orga

nizations ae descr.,bed as havnrgh for their !xu~ore to make the 

role of ?rlvato cntcro.! ce raore effective in the cc-:nomc develop

ment of the country., and to imka more affective uso of outs;de 

financing, ,.,hcthc national ox, foreign, Vt iac not Gugseoted that 

either of these organlzation, duplicater; o: could in any way re

place the CrtIra Nacional do Indvstrlaa. F ither the sug estions 

were numerous that steps to streiwthen the Camara are urgently 

needed. 



S3. Labor. 

Rferemnc has bean made.. regaz'dti pmblennr with 

Gernpaen !m 1 ~ to tcer-daricle of-n, aL,.r ; 3orac 

labor urxion;* a1vA. load~ers t* fzALoi ,ourae-z cif actlon 

which areC abuolivc , 1_,) ,iett~.~8 

t~c~u~ thc! law;, a5A Wh Lch a the offsectly~~ryto 

grteaut~ 1-, nrcc the !.)f3(thex~2? 

hi711othr2.WZ .olld ba- no,.;z. Ile, 

Ti~~~~~~~w.!ruasd ~~C~~3 W~'t~uc~h 

t 

S1'I 

a ctifo.C I' wa 1,UPed tt O a L'wzory a~.1(me total 

of~ 2) wo'oz of' whca .11 , cre cz)p ;3,i,;cwarWd. Alo 

rac~worr,- JiAn Wr-_e' ~ 3tcwardax4, 01' w~1)4 WOV-e 

It Y-i), ala3- vancrrtcd thnv z -l' cL, 

abe~Edtfr-oxa iLhe13L~iv to atterd to%, azio,. 

but e'vc;N i'~r 1AInteoraov~cw~ 

j~r~h~.~and. ucx-atme" "havc 1:.avertu. tn Lu rort of 

the work~ r~Lm-!aJ';~ LIU tu of"tsI&I* 

Ji~y ~uct1-o rad of the 

work~ wh-j.-Icj niviayG >~~ ~x to- u~on-w- TUcvor 

Itis aOmactline the oonly wainz 1,, wJhifVh aL elterprLxt can 

http:hi711othr2.WZ


bring Its oosto into Lalance i older to rea1±ize a prof~it 

And therebg be oniable~d to upuniv.e, An undutiy naga~tive 

The ra'atodi:.i ~i~d up ~~ by lalor unions8 

ran.,"1'ho ninutheinelves,, 

exe-lllr')S_- XlA.3f e: who. (cuwtromarhUlJ cocrv'a 

the uol;.-b : a.,-(, IVhe lpewL 

Ital-'- 0 11"ve oC~r ^L:td .1 whichn the unioric have 

what the law niov"..u Bv- thou. :A tula "'m laa.O o'1 " oe 

1i- "U01. ';Lt ll a td that they hzavce ,:XtonL nJurcd 

to thce 

The 3fti~vCequirlnxo auvloyer W, cont.-ie tho 

a eX ;.wr,zho are atwe-t~ fromn their job vL)QmeaO 
forl ''aL; 'was. cou1t~izdaL and 

reported, tllat a ~L' Cte~~~r of 

Labor frvctad thi ~ t t,)~ *,C%.D~~ t 

.o;I~e ~ has an~ unwv.Qidabla role azi-t.V'exoc and peace



maker. Naverthoeeas tlio oac~v hould bo to fuatx'~ a 

sens8e off oa ancl eeonolrli.f, xoz.onibiliA~y on thl-i iat of 

caj,ija~cr,.coura~eddo-Grae tl-lt U-ot.h lwaVor w, a ;efZd~p 

to 11.efii~l~ . r~XronTe 

ldloGluaaNpoiCO of W-re laatxu~r ;U~a, t,:; aied itU zhat~ 

tion ,,c a-Ll~~dw.h 11~.v of a few 

yer a-I 
aa , 

. - thr; oiad -i ha r oitc ~rrl 

in~ the at1t'. -ude :,ual lty oi7 a2cr t.'t~~1~~~r 

nizing 'Wic slu*Mc ant] laal.,r iiatre.-C I.ii~ t~a 

deveAft ~ Ic 'r fAu'tel.Lr.to a~nd 

P1ed,,, ct" ;,itla cooQ.crait' r.--T :4.ycrz anid ijra to 

j'ov~2dW~t~iv1 ua:iaty arad pri5cea - ane 'WherabLy the 

Propar-It" ofal 

I,, izho, uvery eff'or~t wniIeh wrIl iiave the effrect of 

doveIorp az-o..l ~ .n w.1tili the leaderiir. anid the 

to the *V~Itj leaoal, tholi~ :riaturn. cdrle Ir)vPi* ,adiata 

stace to, vaotment. and u~t 

http:tel.Lr.to


0. KqdfrC1ia n rdt The problem~ of capital 

aWi credit has been extensively oxaranerd in other connections* 

B3esides "Al Qhreacoar, fc): tlv zpovt ,,-nce, tfli need 

for capllsaZun "'" el3~~~C ob- ftalk t~o~rediV~Jt ncvi2dent 

Under fa-Ii bcErt 1 ~ , iiit Croua toreit.n 8ourcee 

can do no .riovc tiin &-oppy a rmal (butt hoperully catalytic) 

Supp1elra1 Qa,.pital. Ac hiai beea itated oflknp 

only C-I fcro: ,z se a~yqo Ic,~ c~riI curfn.ceC and 

prosperity,. n Lne of~i 1.1,>cal iv;rw e " IM they beUciltely 

to feel.an ~attractlor, to brzin 7 t:Kr3A 

VT-IF;r~~ Ua nii" nal.~x~c of~ capital were 

depletocd by futa~t~1Cll,,htD 2si to other countriee 

of~ seve-r~e iattLri I 7. Ind~.ic atc thalt d34'acoti 

capital slax~-itl-at hrWa clwrcit: U-MC lan Tiie jroes 

flaticna". prduact appeavz, t~o be a,'t vmel-a above U.31IOO per- caia 

anda ~ -o*-tta,-* of~it Ic c ,naumrcd, loavin,., only %'"siaall 

amount ar aif~ avail1able I?-,r new ivoensperhaps about 

1% of GNPl' 

The need for external x-apita2 and credit revouxrces has 

been covered i~ully by ,the~r zand will. not x'equIlre Th'~rCon

eideratinn InTdceed. thc ~ ba2nkirC andor~~zz stucture 

PI-Ocedurn3, neocd Xr rw ciro,.Uttinl and fa.1ties, 

u~a-nv, of enc-,aaer-i,L ca-ns creod:Lt coKpeatilves etc..*also 

have beern, and areo under separate aftudy. 



prersident Adolfo Linares of the CorporacioSn oI VIanO 

of Fotmento has~ i-vde the interestinz propoval that a artiall 

secux'ttlea ex-ehan e (bxoa deo valores) be ectablichad to 

selin- 2 l3ild G.Vc,?i~rtfacilitatea i~a-: a~nd 

securit-1ioz, awrd*;ho to, tir-ate iestctniXt in thocm, 

For purn!)Zez oi7 tL'5ia study. two . olrttr MTho,,tld be rwde 

in particular. 

1ircts an th~e ellinato of~ cotidence diveussd above is 

achieved 'Un a de,,ree aufficient to ciiLYiulate Invest.merto In

serveternalVj nn attrztict the~n fromi outse, '11Cil~, al~o 

directly to encoura ,,e the return to Bol~ivia of capital uhich 

Scond, as One of the~ metasures takren to encourage domestic 

capital _Vtirat 1,np the now invoenft incentive law could use

f'ully Include povisions~ to encoura,,o- both cavin Lc and inivest

by the public: as well au to ulate rc-1nvavf;tmecnt bystiA.nmftrlts 

comnpanies3 of~ their earnlrvL-s In pvoductive I'ac-illities and worlting 

capital. 

Of bank~SOne pIrobler2 appears, to be to en oura: ieh dru~s 

by depositorsas depositares3. The tax~ on Interort recoloved 

from banka could 'De rediuced io*r elVrImnated. 

$taqp tayxeo Land -_.ther taxrmo on 1;he irnsue and transf'er of 

stock c ert 11"I cts:. *,flde anid e.ther c,*rpoZrte accurities nigtht 

be reduced o.- alinate. elthoir (,rnerally or oelectively. 

Intorest received. on corpo'alte securitiesDividends :and 
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might be whIly or partially xeted from tax for a period 

of time. 

Many varlatone on these ineentives, as wall ae other 

typeB, can be considered. An uwith all other kinde, these 

incentiveo will only achieve their ;oals to the extent that 

they are buoyed up by general confidence. 



D. Exptriation of Trained YBoUvIns OnQre of the wset 

Serl±ous obetacles con cantit, induetrtfi, developmeint in Boliv'ia 

is the tIICof tewr.-'icianc, entrepencuro g av and 

other s!villed pcc It -11.v ote tPIot the actimih-limr 

numbxx -2,000 Ir,4ie 113l i'ic, w~culch Lc; 1-1/21 of the 

total poul.i-:L, are ii~ r outed 13n.,lvia. 

ThiI a r pxA1m e-v~xk th tho fll1A.hti-kre vut, ol, Capital. 

Man~; D tliocc arei ma1.!A to 1lave c,1C)t~ f';7nj1-i

reawione. ?exha z:~ tim-, *2rc. n,,,14 ,.ot p~i~~;acept

able tc. lauhlcm ti It vec llie v13a cUr-h o~bicc

tione ccxld ap~yto ;octhlul :~L~L a vf- the' 52"000. 

Indeed, ejfiozrts liave beeni madc by tho rv.~~ to; ,-ve 

Ineontive Poir the 2:ctuxq-i or ti .eoe oxpatriatoc, !N ,). 14V06 

or 114 Imjt.J ipi; a o~~c or techn2. c lzenal Coxcir 

under coatrac-t by Private crrtato, Inictlilal Proa 

pay-r.wnt of7 the ouj~pc-ie~t.iry tcmc. 11b4ve.-p an p~ 

ruli:.:; y the-- [-Un:Litry cd 1hclonda 16~ required, in eac2h cav of 

exenmption. Thle aypllcation X .c xltinto.t ~ tech

niciaris Is by D,", Do. 5 A ji! 19"U. Norpot 

have been cooln2t~ h~ r~i~~n: 

One InfV)zmant,- at lectp tu. a,,parenti,vr ,inaarc of uts 

povione. 114o *Lce r usc.-u1 icnI'l1u~o 

In the newi inveatziert incellive :ict;,i~t riaL.mm d forna~a 

eignr tee Imicianc - 2 ?ivlan tax'Ju2ez:e-qt 3,ozA lnouaa for 

two :;ears a~nd tliat thoy clv'ui&d a3lco .-cceivecx,-.qpticn from I

port dutie oni their clothings hoshold zqu1Piw11f, Aansh1e8 
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and appliances (except automobiles). He nioted that mamny Bon~l

viari techniol-m n,.wt benefIt fbraar iv IW'ir exeript1iorm in our

rotndin,7 countriev a~nd thought suc .1rcentlVO8 could oerve to 

he !Dzrva-IS not la.acc1eft' u, 'Lr-ci 'M~oott~iy 

ityoI2~nu~~Win Lblivia vlaki:~x, .tVery d1ffluVA 1o Cffer cau

B~n vlanpenaation 1LnIrattractve to 3A xpt 

Paradozxiev-. i) In tacm ;'ac~e ofP uuclh STr.htaic,,? that new~ 

gradu es of i3.;lvn n: ler.1tiez trz.r'cnC1 in bL'ui~eev taarlin', e

merit SL 1 di~fftcuitj in ObtuIninL2 c.x 1oyrent In thiisi~ 'led. 

Thm, la3 surely.~ no proiACvil or o Dtacie facln,- deolopmerit 

in BoU maore vx entiky iportant thmi the problem of~ hummi 

resour 



3, ThO Problfti of~ §=n* Several informnants~ describedi, 

a$ a Moal obstacle to developments a situatiLon w4hichl they 

called tthe "-rba,, orevj A-A a tated, this, repers 

to a srpore tondcrncy, ihe pztlyti ;h to be 

wldes~pr.O t~6;-ceate di icultic-z anid o saclles for percone 

and co~qnlet uh-,c ae'ii evae.ient a~cu :ieztc, awrt~erae. 

It Is =deratod that11 -6IOiv tovndeny pyll inrt only to ui 

nes -and i wczalI. cntk;-r osL; b-ut tVz:.abt ;At-Ico f e~t.rulerably 

broader oc~urnce. 

I do~ nW)Ok P~el tUht I have a szuf!iiIctont une~~nin~of 

the phenc~on -a, to~ be a1ALe to oalte anr.f cckmI~mefltt ca.r : bIons 

rneardinfl' It. wasi heardi a'i~t., 'iwvxto wirant 

1wie'r izention as a j.osr.-ib1~ obEtaxle vihL.h perzapL!~oddze 

ceive aCtcntlon. 

It noit- be~ aft'l-as to ec.,Ai1 a recent ofi. a 

low ia-,,ccbcaxuce It ick.dii~es mi rably little. rhat 'L0 (rnot) 

the fault oi IaLor 1ct may be -t-4 u-am, -'ow

ever, .~.h2 pti.nor ilrcan &2j 'Much t0 icrease produc

tity without £-a the, hlv."V:*'ation 

fL~rcmwxpiAyntz of view, o~ne could also Include the Gover'n

ment i.n the ecquatiicn. 

Vnhe way In which this self-evident quotation is applied can 

be signifiant. For examples any one of the tiwee could cayj 

"My cooperation in this altuatlon Is easent'.al. Nlow, what 

http:easent'.al


ditribution of the bometitm Will be f*Ir to me"? 

Ors on the other hand, it coul be said, "The coopereaion 

of the othore in thie situation ie essential. Now, What 

distribution of the benefits will be fair to everybody?" 

The alternatives aro clear. The climate for investment 

will largely depend on the choice which is made.
 

Respectfully submitted,
 

irani 11: Nattie 


