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THE WORLD BANK / IFC / M.I.G.A.

OFFICE MEMORANDUM

DATE: July 13, 1993

TO: Mr. Sven Sandstrom (EXC)

FROM: Sri-ram Ai Acting Vice President, (LACYN

EXTENSION: 39003

SUBJECT: BOLIVIA - Country Strategy Paper (CSP)

1. Attached for your review is the final Country Strategy Paper
(CSP) for Bolivia.

2. This CSP was reviewed by the LAC Regional Loan Committee

(RLC) on June 30, 1993 (please see Minutes attached). The RLC endorsed

the proposed strategy and agreed that the size and front-loading of the

lending program will be conditional on adequate fiscal management. This

final version of the CSP reflects the results of the election in Bolivia on June

6, 1993.
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(LA3TF); Corbett, Schneidman, Lashman (LA3HR); Ferrer,
Girardot-Berg, Wholey (LA3AG); Brizzi, Alonso-Biarge,
Men6ndez, Ramani (LA3IN); Mahar, Hazelton (LATEN);
Remy (IENIM); Chaudhry, Tobelem, Malik (LATPS);
Molares (LEGLA); Formoso (LOAEL); Bernard, Rudefer

(LA3BO)

LAC Information Center
Division Files

c:\wp5 I\docs\mis\sandstrom.memo
Dmorrow:ar



THE WORLD BANK / IFC / M.I.G.A.

OFFICE MEMORANDUM

DATE: July 2, 1993

TO: Files

FROM: yrnAlexander, Senior Operations Adviser

EXTENSION: 3-3262

SUBJECT: BOLIVIA CSP - Minutes of the RVP Meeting, June 30, 1993

1. A Meeting, chaired by Mr. Husain, was held on June 30, 1993, to
consider the draft CSP for Bolivia '. Mr. Abe opened the meeting with an
update on the results of the Presidential elections. He noted that the
incoming President, Mr. Gonzalo Sanchez de Lozada, had won 36 percent of

- the popular vote which will be sufficient to secure a majority in the Senate
and control in the Lower House with coalition partners. Discussions were
on-going with the transition team and Mr. Abe expressed optimism about the
likelihood of developing solid relations with the new Government.

The Reform Agenda

2. To start the discussion, Mr. Husain sought the Department's
assessment of the chances of realizing the reform agenda set out in the draft
CSP. He also queried the extent to which the intellectual underpinnings to
support those reforms were at hand and how much more needed to be done.
In response, Mr. de Tray indicated that extensive knowledge had been
accumulated in the areas of privatization and regulatory reform. This was
also true in judicial reform but less so in the area of the civil service. One
uncertainty was how quickly the new Government will be able to absorb what
had already been done quite effectively by the previous Government.
Another was the extent to which political compromises inevitably had to be
made. To assist the Government in making this transition, the Department
was in the process of estimating the costs of the reform package.

Fiscal Discipline

3. Several speakers underscored the importance of maintaining fiscal
discipline. Public finances had obviously deteriorated in the latter part of
1992 through to the elections. The Fund representative provided additional

1. The meeting was attended by Messrs/Mmes. Abe, Garcia-Zamor (LA3DR), Bale
(LA1DR), De Ferranti (LA2C1), Gerken (LA4CO), Hicks (LACCE), de Tray, Morrow,
Fretes-Cibils, Iwase, Bateman (LA3CI), Van der Gaag (LA3HR), Collell (LEGLA),
McCarthy (DPG), Jay (FRMRO), Collell (LEGLA), Lupberger (CLAD3), Brenner, Gudoc
(IMF).
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detail on recent performance and noted that the status quo, if perpetuated,
could lead to even worse results than projected in the draft. Sharing these
concerns, the Department indicated that very specific options are presently

being discussed to improve resource mobilization and/or reduce expenditures.
Among other things, the Government was expected to move aggressively in
the area of hydrocarbons in order to create the fiscai .. increase social
sector spending. However, there is less assurance about the new
Government's stance on public sector wages. As noted by the Fund

representative, Bolivia was entering a critical period, in the coming months,
before the new Government could assert control over expenditures.

4. Recognizing that Bolivia's long term development prospects depended
on sound investments and effective social programs, Mr. Husain emphasized
that public finances had to remain an important part of our continuing
dialogue.

Poverty Alleviation

5. Discussion of the lending program focussed on its impact on poverty.
Mr. de Tray highlighted that the essence of the proposed strategy was to

build the foundation for sustainable poverty alleviation by encouraging broad

based economic growth and investment in human capital. The on-going
Health project and the recently approved Social Investment Fund II and

Integrated Child Development projects plus the proposed projects for Land

and Education Reform were all part of that strategy. Mr. Husain observed
that two areas were vital: land reform and integrating indigenous people into

the economic mainstream. The Department provided more elaboration on

how specific operations addressed these concerns.

Conclusion

6. The meeting endorsed the strategy set out in the draft CSP. In

closing,. Mr. Husain reiterated that the size of the program and its front

loading in the initial years were contingent on strengthening fiscal

management.

cc. Messrs/Mmes. Husain (LACVP), Edwards (LACCE), Rodriguez
(LACSA), Aiyer (LATDR), Sierra (LATSO), Abe,
Garcia-Zamor (LA3DR), de Tray, Morrow, Fretes-

Cibils, Bateman, Iwase (LA3C1), Steckhan (LA1DR),

Segura (LA2DR), Loh (LA4DR), Collell, Molares

(LEGLA)
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Bolivia Country Strategy Paper

Executive Summary

An ambitious strategy:
Take advantage of the opportunity provided by the new Government to
complete major economic and social reforms to accelerate growth and

reduce poverty.

Social and political consensus in enterprises, the civil service, the judiciary
Bolivia supports the current economic model and the education sector, to be committed
and the need for additional reforms more over the next two fiscal years. The remain-
.strongly now than at any time in the past der of the program would emphasize projects
eight years. This consensus will give the that directly reduce poverty or mitigate the
next government, which will come to power consequences of being poor (21%) and
in August 1993, a solid foundation from strengthen natural resource management
which to dismantle remaining barriers to capacity (9%) to ensure sustainable growth
investment, growth and poverty reduction. for future generations of Bolivians.
The leading edge of this attack should be a
series of second-generation adjustment In the election of June 6, Mr. Gonza-
reforms that will redefine and refine the role lo Sanchez de Lozada received a substantial
of the state. If properly implemented, these plurality, and he has quickly put together a
reforms would: unbind the productive and coalition ensuring his selection as President.
export potential of Bolivia's natural resourc- His past record of market-oriented macro-
es by eliminating monopolistic roles of state economic management as well as the favor-
enterprises, establishing an appropriate able prospects for a smooth transition sug-
legislative and institutional framework and gest that the next government will likely take
improving transport; strengthen the core decisive action early in its administration to
public institutions of the civil service and tackle a broad program. Nevertheless,
judiciary; and broaden access to good quality strong opposition from affected interest
basic education. Bolivia would then have the groups could delay or derail its execution.
growth and the government needed to ag- In this event, the lending program would be
gressively attack its stubborn and pervasive reduced to concentrate on investments in
poverty, social and economic infrastructure, as well

as those reform areas where it may still be
The lending program for FY94-98 is possible to proceed. Important early indica-

designed to take advantage of the upcoming tors of government commitment will be the
window of opportunity and aggressively actions it takes to reform and restructure
support these reforms. To do so, the pro- YPFB, the state enterprise which dominates
gram is front-loaded, with 70% of the over- the hydrocarbons sector, and the make-up of
all program consisting of operations directed the new cabinet, especially the health and
at structural reform in the major public education ministries.

Bolivia CSP July 13, 1993
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I. The Point of it all: Project, for example). In all cases, the suc-

Reducing Poverty cess of these programs depends critically on
the Government's ability to improve the effi-

1. By any reasonable standard, most ciency -,I ; own operations and its targeting
Bolivians are poor. They are poor in terms of scarc% purnic resources for social needs.

of income: per capita GDP is less than $750 An essential first step is a program that

and not equitably distributed. They are poor maximizes the substitution of private capital
as well in terms of basic necessities: half or for public capital in all areas where such

more of the population lacks access to clean substitution is possible and uses the fiscal

water, adequate sanitation and basic health space thus created for increased social sector

care; the coverage and especially the quality mvestments.

of public education are low and deteriorating.
The consequences are: an infant mortality 3. The arrival of a new government i
rate (92 per 1,000 live births) nearly double August 1993 may present a unique opportu-
the regional average and a population more nity to Bolivia and to the Bank to shorten the

than half of which is functionally illiterate. country's development path. The strong,
Standards of living for most Bolivians Will reform-minded government which will take

rise only through a significant acceleration office can accelerate economic growth by
in, and equitable distribution of, economic fostering private sector investment while

growth and a significant improvement in withdrawing the state from the major
levels and quality of social services. The productive sectors and strengthening its
strategy outlined in this paper represents a capacity to make policy, to regulate and to

practical, sustainable means of achieving enforce laws. These reforms offer the best

these two fundamental goals of development hope of unleashing the country's income-

as quickly as possible. The cornerstones of generating potential from its natural resource

this strategy are a series of second-generation base and freeing up public sector resources

reforms that will restructure and redirect the to fund much-expanded programs in

role of state and a reform of the country's education and health to the benefit of all

education system that will give all Bolivians Bolivians.
access to good quality basic education.

2. Most Bolivians are poor, but some are I. The Foundation
much poorer than others. The strategy
developed here recognizes that in the near 4. Bolivia launched and sustained pro-
term, the Government must also direct its found political and economic reform in the
efforts toward increasing access to basic last decade. During this period, democratic
social services (education, health care, water institutions succeeded in replacing a violent

and sanitation, nutrition intervention) for the and unpredictable political environment, and
country's most vulnerable groups, especially economic reform brought stability and
women and children. In some cases mecha- modest growth. Bolivia nevertheless remains

nisms to further this goal already exist a country of untapped potential, yet to take
(Bolivia's Social Investment Fund, for exam- advantage of its generous endowments in
ple); in others new mechanisms are being de- land, mineral and hydrocarbon resources.
veloped (an Integrated Child Development

Bolivia CSP July 13, 1993
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Fig. 1: Postive Results
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The dominant economic role of the state, clining terms of trade and rising import
coupled with the weakness of its institutions, volume weakened the balance of payments
shackles growth. In addition, strong position during the last five years, and the
disparities in education and economic current account deficit widened from 8.5% to
opportunity continue to separate the white 14% of GDP between 1989 and 1992. The
and mestizo elite from the indigenous major- most serious problems were drops in tin and
ity. natural gas prices, mitigated only slightly by

robust growth in nontraditional exports (gold,
Economic Reform and Performance zinc, soya, timber and manufactured goods)

and partly offset by illegal coca exports (the
5. One of the Latin American pioneers value-added of coca production retained in
in free market-based reform, Bolivia has Bolivia is estimated to have been about 2%
gained solid economic ground during the past of GDP in 1991). The deficit of the
eight years. Inflation fell from stratospheric nonfinancial public sector increased from
levels in 1985 to about 12% in 1992, and 3.6% of GDP during 1991 to 4.6% of GDP
growth accelerated gradually to close to 4% in 1992, exceeding the agreed target with the
annually in the last two years (see Figure 1). IMF under a fourth-year ESAF by 1 % of
Despite these positive signs, the economic GDP. The increase was due to nearly equal
system remains fragile (see Figure 2). De- acceleration in both capital and current

Bolivia CSP July 13, 1993
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Fig. 2: But Some Remaining Problems
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especially given that the main productive and torical levels. There are several reasons for
infrastructural sectors are still dominated by this cautious response. Perhaps most impor-
the state. The benefits of tax reform have tantdy, state enterprises continue to play a
been constrained by slow improvements in monopolistic role in the two most important
tax administration, and YPFB, the state- productive sectors, mining and hydrocarbons.
owned enterprise which controls the hydro- In addition, the Government's attitude toward
carbons sector, still accounts for about half an increased role for private investors has
of total government revenues. Bolivia is been ambivalent, as demonstrated by the
heavily dependent on concessional external failure of the negotiations for private lithium
aid to finance its fiscal and balance of pay- development and by persistent delays in the
ments gaps and remains vulnerable to ad- negotiations of joint ventures for state-owned
verse developments in a small number of mining properties.
markets and commodities.

7. Systemic problems also affect Boliv-
6. Although there are encouraging signs ia's attractiveness to investors. An archaic
of increased private sector confidence, such and poorly functioning legal/judicial system

Bolivia CSP July 13, 1993
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creates an unpredictable environment and majority in the Senate and maintains a fairly
adds to perceived risk. Weak and sometimes strong position in the Chamber of Deputies.
corrupt public institutions at national and mu- The MNR has quickly formed a coalition
nicipal levels increase the cost of doing with two minor parties, and Mr. Sanchez de
business through cumbersome regulations and Lozada will be selected as President by the
procedures. For those of wealth or political new Congresi sjrAugust 6. Mr. Sanchez de
clout, these barriers are easily surmounted; Lozada was the architect of the 1985 New
for the average Bolivian, they lower the Economic Policy which succeeded in
returns to entrepreneurship, to risk-taking, to bringing down hyperinflation and in restoring
hard work. The result is growth that benefits macroeconomic stability. His stronger-than-
mainly the rich and worsens income distri- expected performance reflects the public's
bution. Legal and institutional reforms are support for the economic and social reform,
needed to level the playing field not only proposed in MNR's election platform, "El
between the public and private sectors, but Plan de Todos," and is similar to the strategy
also between large-scale and small-scale we propose. Early signals from the
entrepreneurs within the private sector. Such transition team indicate that the
reforms are essential for a private-sector-led administration will move quickly to attack
strategy that both raises growth and improves the remaining barriers to investment and
equity. growth.

A New Political Consensus
III. The Economic and Social

8. Difficulties in reaching agreement, Agenda
both within the Government coalition and in
the larger society, delayed the progress of 10. Bolivia's most serious challenge in its
economic reform during the past four years. efforts to reduce poverty over the next five
In the last 18 months, however, a pragmatic years is to remove the remaining barriers to
consensus among the major political parties investment and growth by redefining the role
has emerged concerning the need to reduce of the state, through a set of second-genera-
and rationalize the role of the state and to tion structural reforms which will both re-
move the social agenda forward. This agree- duce the size of government and strengthen
ment appears to be the consequence of the its capacity. The rationalization of the Gove-
perceived success of the neoliberal model, rnment's role will give Bolivia its best
the positive examples of Chile and Mexico chance for sustaining economic growth at
and the negative one of Peru, and recent about 4% over the next three to four years.
developments in the former eastern bloc. It will also provide the foundation for accel-
This consensus is reflected in formal multi- erating economic growth to about 5% over
partisan agreements as well as the similarity the medium term and for generating the
among the platforms of the major parties. resources necessary to increase the welfare

9. The elections on June 6 marked and productivity of its human capital.

Bolivia's third peaceful democratic transition 11. There are three critical areas of
since 1985. Mr. Gonzalo Sanchez de Lozada reform necessary to transform Bolivia's
of the Movimiento Nacionalista economy and accelerate development (see
Revolucionario (MNR) received a substantial Box 1). First, the country needs to unbind
plurality (34%) of the vote. MNR secured a

Bolivia CSP July 13, 1993
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the productive and export potential of its Box 2: Natural Resource Management
most important natural resources--hydro-
carbons, minerals and land--by eliminating
monopolistic roles for state enterprises, Bolivia's growth prospects over the next decade are
providing a legal and in tional framework rooted in its natural resource management. Unless

rational management of these resources is assured,
which supports privait iuvestr.ent and im- the country will not be able to maintain sustained
provement of key economic infrastructure, growth. This is particularly true for land and
all within a policy context which promotes forest resources, where the existing policies and
the long-term sustainability of natural re- institutional framework do not provide for optimal

sources (see Box 2). Second, the country use. Other environmental problems, such as

needs to strengthen essential public institu- industrial and mining pollution of rivers, exacer-
bate the impact of poverty. Fortunately, because

tions which define and enforce policy by of its low population density, Bolivia's environ-
implementing such programs as the civil mental problems are less intractable than those in
service and legal/judicial reforms. Finally, many countries. Last year, the Government passed
it must take action to address a major cause a framework environmental law and established

.of the country's deep-seated poverty by two environmental agencies with normative and

providing broad access to and improving executive functions (SENMA and FONAMA).
The next task is to develop the regulatory frame-

the quality of basic education, work, enforcement procedures, and coordination
mechanisms which will make environmental policy

Box 1: The Three Critical Areas of operational.

Reform
exports. Although private entry is theoreti-

* Unbind the potential of the productive cally permitted, YPFB's dominance in the

sectors sector and the current pricing, legal and

-Hydrocarbons restructuring regulatory frameworks effectively inhibit

-Reform of COMIBOL private investment and competition. Limited
-Land tenure reform prospects for participation in the sector are
-Improve economic infrastructure constraining private sector interest in invest-

ing in the construction of a gas pipeline to
* Strengthen essential public institutions Sao Paulo, Brazil (see Box 3). In order to

-Civil service reform increase proven reserves and minimize public
-Legal and judicial reform outlays in the sector, the new government

" Provide broad access to quality basic will need to take legislative action to: (a)

education eliminate YPFB's monopoly; (b) liberalize
markets for import, export and domestic sale
of hydrocarbon products; (c) introduce a new

Hydrocarbons tax regime for petroleum products which
restores price transparency and stimulates

12. The oil and gas industry represented competition in downstream operations; (d)
50% of Government revenues, 25% of public deregulate petroleum prices; (e) introduce
investment and 25% of exports in 1990. more flexibility in contractual arrangements
With potential reserves estimated at the for private exploration and production; and
equivalent of 4.8 billion barrels of oil or (f) establish an independent regulatory
4 times the already discovered volume, the agency for the sector. Given the importance
sector has strong potential for attracting of revenues from this sector, are either
foreign direct investment and increasing

Bolivia CSP July 13, 1993
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revenue neutral or increase the flow of re- progress on measures to enable concessions
sources to the Treasury. and joint ventures with private sector part-

ners for COMIBOL properties has been
slow, mainly because of steadfast union

I 3: The Gas Export Project opposition. Finally, in the second hilf of
1992, the Government reorgaza.itc
COMIBOL as a small holding company for

The construction of a gas pipeline to Brazil has MO gsna s ar in jomny fr
been a Bolivian dream for twenty years. The most minorit government shares in joint venture
recent phase of discussion of the project began operations, contracted international consul-
about 18 months ago, when the burgeoning indus- tants to design a transition strategy and began
trial region of Sao Paulo became interested in gas to negotiate joint ventures on three properties
as a cheaper and environmentally more attractive put up for bid some 18 months earlier. The
fuel than the thermal alternatives in use in Brazil. stage is now set for the new Government to
Earlier this year, YPFB signed a framework proceed rapidly with restructuring: disman-
agreement with PETROBRAS providing for the proee rapidl with r ec ing: dismad-
sale of 8 million cubic meters a day, increasing tling COMIBOL along the lines already
over seven years to 15 million, at a wellhead price initiated; reviewing mining legislation and
of 90 cents per million BTU. The project would regulations to improve the environment for
require construction of a 28" or 30" pipeline, about private investment; and strengthening the
1,900 km long, from Santa Cruz to Sao Paulo. Ministry of Mining to administer mineral
The pipeline would open a market in Brazil poten- concessions more effectively.
tially 2% times the size of Bolivia's current export
volume. The signatories have a period of 18
months to identify financing for the pipeline, which Land Management
is estimated to cost in total $1.5 billion. This
project, if successful, would allow Bolivia to 14. The insecurity and injustice of land
recover from the collapse of gas exports to Argen- management and tenure in Bolivia have far-
tina, and would provide a substantial market for reaching negative economic, social and
new gas production. environmental consequences. The land

tenure reform is perhaps the single most
Mining important element for the rural poor in

generating employment and income. The
13. Bolivia has traditionally been a min- legal and institutional framework needs to be
ing country and still has substantial reexamined and adapted to current needs.
unexplored and unexploited potential for The current regime has resulted in the
gold, zinc, antimony, tin, and other minerals. parallel existence of min'fundia in the alti-
Nontraditional minerals have been one of the plano and river valleys with latifindia in the
fastest growing exports in recent years. developing eastern lowlands region, with
COMIBOL, the state enterprise which inher- attendant disincentives for rational land use.
ited the mining properties nationalized in the Existing legislation restricts purchase, sale,
1950s, has played a negative role in the rent and use of land as collateral, although
sector, mainly through mismanagement of these rules are widely violated in practice.
some of the highest potential mining proper- Land management institutions have been
ties in the country. To address the problems corrupt and inefficient, permitting the virtual
created by declining tin prices in the 1980s, grant of lands in overly large plots to influ-
the Government initiated a severe rationaliza- ential individuals. Recently, in response to
tion program in 1986. The program reduced several public scandals concerning land
employment by some 27,000 workers, but distribution as well as pressure from the

Bolivia CSP July 13, 1993
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Bank, the Government declared a moratori- reform will be: (a) establishment of an
um on distribution of state-owned land independent regulatory agency; (b) definition
pending institutional restructuring of its of the principles for new tariff structures; (c)
tenure regime and established a ministerial privatization of ENTEL, the state-owned
commission to oversee the process. Al- long distance telephone company; (d) facili-
thouL. there are few issues as potentially o of private sector entry into all other
divisive, a consensus on the need for reform aspects of the telecommunications sector; and
has clearly emerged in the past year. (e) corporatization and capitalization of the

major local telephone cooperatives.
Economic Infrastructure

Civil Service Reform
15. Transport, power and telecommu-
nications infrastructure and services will be 16. Because government institutions are
fundamental to economic growth, and re- weak and politicized, Bolivia has difficulty in
forms to improve the provision of such designing policy, choosing and implementing
infrastructure must be a high priority. Inade- investment projects, executing social pro-
quate transport is the most serious infra- grams and regulating public utilities. Al-
structural deficiency affecting investment and though to some extent this problem reflects a
competitiveness. A 1991 Bank-executed scarcity of skilled human resources in the
private investment survey found that compa- economy, it is primarily the legacy of a
nies cited high transport costs most frequent- political system in which government jobs
ly as a constraint to new investment. Recent are considered political spoils. To address
improvements in funding, management and these problems, the Government has recently
investment planning for road construction launched a comprehensive civil service
and maintenance are encouraging, but fiscal reform program targeting the entire central
and institutional constraints threaten efficient public administration, which is responsible
expansion and maintenance of the road for the strategic management of Government
network. Reforms in improving services in activities, especially the state reform process
the rail, air and river sub-sectors will also be under implementation. The program includes
necessary. Possibilities for substituting the use of transparent selection processes in
private for public investment exist in other which there is extensive international donor
infrastructure sectors. In the power sector, participation and establishes an adequate
service to date has been adequate, but rapid compensation scale and secure financing for
growth will require reforms to: (a) strength- public employees, and is overseen by a civil
en the legal and regulatory framework, e.g., service unit reporting directly to the Minister
placing the authority to regulate retail prices of Finance. Continued execution of this
at the national rather than the municipal program will be at risk during the upcoming
level; (b) removal of barriers to private entry political transition, since the new Govern-
in the sector; and (c) design long-term opera- ment will have political obligations. Given
tions which facilitate the entry of private the current weakness of government institu-
investors. Substantial private investment in tions, it is possible that policy reforms could
telecommunications will be required over be undermined over time; strong internation-
the next decade to improve service, and al support will help increase the chances that

Bolivia will need to reform the structure and the reform program will be maintained.
regulatory framework of the sector to attract
such investment. The major elements of the
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Legal and Judicial Reform primary school. These problems reflect an
inefficient and centralized administration,

17. A similar problem in the legal and poorly paid and badly trained teachers,
judicial sector constrains growth and equity. dilapidated infrastructure and the scarcity of
The Bolivian legal system hcks efficiency teaching materials. The Government has
and public credibility. Swc'e tn private recently initiated design of an education
sector relies on the court system to protect reform program which is directed at restruc-
private property, enforce contracts, secure turing the sector and will have significant
assets, collect payments and gain access to long-term effects on poverty reduction. Its
essential information, ineffective courts objectives include increasing participation at
increase the transaction costs and riskiness of the community level in educational decisions,
doing business. These costs hit new entrants delegating administration to local entities,
and small-scale entrepreneurs especially restructuring and limiting the role of the
hard. The Government recently passed a Ministry, reducing and rationalizing expendi-
new judicial organization law which reforms tures on tertiary education, introducing
.the selection procedures for Supreme Court tuition fees, training and appropriate incen-
justices and guarantees a minimum budget tives for teachers, and rehabilitation of infra-
for the sector, and proposes to establish a structure.
new judicial commission responsible for
sector administration. Actions currently
under consideration to improve the legal IV. The Danger of Complacency,
framework for business and the financial the Rewards of Reform
sector include: (a) promulgation of a law on
administrative procedures and establishment Financing Reform and Investment with
of specialized administrative courts that Limited Resources
would resolve disputes with regulatory agen-
cies swiftly; (b) introduction of legislation to 19. The next five years will provide
facilitate arbitration of commercial transac- Bolivia the opportunity to sustain higher
tions; and (c) introduction of legislation to economic growth by freeing its productive
ease the creation and enforcement of security sectors from unnecessary constraints and
interests and liens, and executive action to supporting their development with appropri-
improve the quality of and private access to ate legislation and institutions. The reforms
registries. Over the longer term, measures proposed are not "stroke of the pen" and, at
to simplify court procedures and increase the the very least, will take one to two years to
professionalism of the judiciary are required. implement. During this transition period, the

Education Government will face challenging problems
in economic management. Macroeconomic
stability will be a prerequisite to growth,

18. Low coverage and poor quality of beginning with measures to improve the
education are major causes of Bolivia's deep- country's fiscal position early in the new
seated structural poverty. About 20% of the administration. Within this framework, the
adult population is illiterate and at least 55% Government will need to finance the transi-
is functionally illiterate, including many who tion and incremental costs of reforms and
finished primary and even secondary school. social initiatives. Difficult tradeoffs are
On average, the population has completed 4 inevitable, and careful analysis of financial
years of school; only 44% have completed
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impact and appropriate phasing of these 1992 to about 10% by the year 2000. The
programs is needed. The more quickly pri- level of public investment would remain at 8-
vate sector investment begins to substitute for 9% of GDP, but its efficiency would be
state investment in productive and infrastruc- improved, and it would be reallocated to-
ture sectors, the more resources will be wards essential economic - encial infra-
available to finance urgently needed public structure.
goods.

22. The high-growth scenario assumes a
20. Bolivia's future depends critically on change in the structure of investment financ-
the policies its next government chooses to ing. Foreign savings, which financed about
pursue. In the worst case, if the new gov- three-quarters of investment in 1990, are
ernment fails to consolidate macroeconomic expected to finance about one-third of in-
stability and slows or stops implementation vestment by the year 2000. Moreover, the
of the structural reform program, the econo- composition of foreign savings is projected to
my would likely contract or, at best, expand change, with direct foreign investment grow-
by no more than 1 to 2% per year for the ing from its current low level to account for
rest of the decade. With macroeconomic about half of the total. National savings are
stability and slow implementation of the expected to double--to about 13% of GDP-
structural reforms needed to attract private by the year 2000. To supplement these
sector investment, we would expect moderate savings and achieve this growth scenario,
growth with GDP increasing at 2 to 3% per continued high levels of concessional assis-
year for the foreseeable future. Under this tance and debt relief will be required. It is
moderate growth scenario, the major sources projected that Bolivia will continue to receive
of growth would continue to be agriculture, grants averaging $180 million annually and
construction and services mainly oriented that gross disbursements from multilaterals,
toward domestic markets. bilaterals and Paris Club reschedulings,

averaging $480 million annually, would help
21. If the new government chooses to to finance the projected current account
pursue the recommended high-growth policy deficit, which is expected to decline to about
path and is successful in mounting major 7.5 % of GDP by the end of the decade.
reforms in the first year of its administration,
we would expect sustained economic growth 23. To increase national savings to sup-
of about 4% annually for the next three port high growth, the Government must
years, increasing to an annual average of 5% improve fiscal management by increasing the
during 1997-2000. If construction of the gas efficiency of tax administration, raising tax
pipeline begins within the next two years, collection by 20% and controlling the rate of
even higher rates are possible towards the expenditure expansion to produce a credible
end of the decade. This projected level of fiscal adjustment path. Liberalized financial
growth assumes that annual investment markets, improved bank supervision and
averages about 18% of GDP over the period. increased private sector confidence should
The growth in investment is predicated on contribute to private savings rates. In addi-
the proposed reforms stimulating substantial tion, consideration is currently being given to
increases in private investment, mainly in a reform of Bolivia's social security system
hydrocarbons, mining, communications and which will require increasing fiscal support
agriculture. Total private investment is pro- over the next few years if it is to meet its
jected to increase from about 6% of GDP in obligations. A reform which introduces
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individual choice and private sector manage- completely. At present, these reforms do not
ment into the pension system is now being imply major reductions in public sector em-
discussed (see Box 4). Such a reform would ployment, but they do affect the economic
have a long-term positive effect on national interests and political clout of union leader-
savings by providing better incentives to ship. "" opposition could undermine and
savers and by reducing fiscal costs, but erode political and social consensus.
would require increased cash outlays by the
Government over the near-term to fund the (b) Further unfavorable international
transition. developments in price or demand, especially

for gas and mineral exports. In the case of

Box 4: Social Security gas, Bolivia's potential markets are limited to
its immediate neighbors, and changes in the

The social security system is experiencing st Argentine or Brazilian markets could sub-

tural and financial problems. The pension system stantially change prospects for exports.
overall is characterized by poor administration,

- lack of investment policy and supervision, low (c) Unanticipated shortfalls in official
coverage of the economically active population, capital inflows resulting from competing aid
and high contributor evasion. Pension benefits are requirements in the new eastern European
low (averaging less than $100 a month), and the nations, recessionary situations in many of
quality of services is poor. The pension system Bolivia's traditional donors and modifications
currently represents a serious fiscal drain, requiring of U.S. policy in regard to drug
US$26 million in budget support in 1992. The
Government is already financing two complementa- policies.
ry semi-private funds and is likely to finance
another six in the near future. With IDA and If the reform program is delayed for these or
USAID support, the Government is currently other reasons, economic growth would prob-
evaluating options which would utilize private ably not exceed an average annual rate of 2
financial management to restructure the system and
has drafted new legislation. Restructuring the pen- to 3% before the end of the decade.
sion system is of priority because it would increase
private sector savings rates, improve the social Creditworthiness
safety net and provide a much-needed source of
long-term financing for investment. The cah 25. Bolivia is not likely to become credit-
requirement of such restructuring is about $100 worthy for commercial borrowing in the near
million a year for the next 7 years, about half of future. Despite impressive efforts towardwhich represents existing obligations and the rest,
the costs of switching to the new system. debt management during the past four years,

which have resulted in the virtual retirement
of commercial bank debt, the country still

Risk Assessment suffers from a heavy debt burden (debt
service amounts to about 40% of exports of

24. The uncertainty of the economic goods and non-factor services), with little
projections described above is high. The hope for improvement over the next four or
major risks associated with accomplishing the five years. Continued restructuring of bilat-
macroeconomic objectives are: eral debt will be necessary for the next

several years to maintain this level of debt.
(a) Strong union opposition to reforms in Given this level of indebtedness, the low

YPFB, COMIBOL and the education sector, levels of national savings, and the vulnera-
which could delay or block implementation bility of both the balance of payments and
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public finances to external shocks, it will be amount to $400 million spread among 15
some time before Bolivia could be considered projects (see Annex A). The projects fall in
creditworthy for even limited amounts of the following major categories.
borrowing on commercial terms.

28. Rationalizing the role of the State

V. IBanx Strategy (70% of the Lending Program). As we
argue in sec. I, Bolivia cannot reduce its

26. The strategy below proposes to use pervasive poverty unless it first restructures

the Bank's leverage aggressively to advance its public sector and increases incentives for

the most critical reforms, through the vehi- private sector investment. A restructured

cles of lending (both ongoing and proposed), public sector is needed to provide a legal and

economic and sector work and aid coordina- regulatory framework that is open and fair to

tion. The window during which difficult all Bolivians, and social services, especially
political decisions can be taken will be a basic education and health, efficiently and
narrow one, in the first months of the ad- equitably. Private sector investment is

-ministration, and that analysis and proposals needed to fuel growth and to free public

from the Bank on the priority areas for resources for increased investment in the

action could help expedite decision-making. social sectors. A core group of projects
The highest short-term priority is, according- would focus primarily on the three critical

ly, preparation of a country assistance areas of reform. A public enterprise/private

strategy paper, which can be presented to the sector development (PE/PSD) policy loan
new government when it takes office. In would set the stage by supporting technical,

addition, the FY94 CEM will assess the legislative and regulatory work needed to

fiscal implications of various reforms and recast the role of the state in the

propose a sequence of key reforms taking hydrocarbons and major infrastructure

into account the fiscal space. sectors. It would be followed by two other
operations in the hydrocarbons sector, one to

Lending support the restructuring process and one to
help mobilize private sector participation in

27. Since 1986 when it resumed lending the construction of the proposed gas pipeline.

after a four year hiatus, IDA's main goals A project to support implementation of the

have been to encourage economic reform and Agrarian Reform Law and reform of the land

reactivation, improve infrastructure and tenure system would help rationalize land

provide basic social services (see Box 5). ownership and use, with important

The proposed five-year lending program implications for production, equity and the

would shift to focus intensively on the environment. Projects to strengthen essential

remaining stubborn structural constraints to public institutions through judiciary and civil

growth, particularly in the three most critical service reform would improve the state's

areas of reform, and would increase resourc- ability to set, regulate and enforce policy.

es available for poverty and human resource Finally, a sector loan would support the

development. These priorities reflect an Government's education reform, directed at

economic agenda aimed at reducing the role broadening access to and improving the

of the state in investment in productive and quality of basic education.

infrastructure sectors while increasing rela-
tive levels of spending in the social sectors. 29. Rationalizing the role of the state

The proposed 5-year lending program would would also be the major theme in the three

Bolivia CSP July 13, 1993
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Box 5: Ongoing IDA Operations

Economic Reform and Reactivation
Economic Management Strengthening Financial Sector Adjustment (FY91)
Operation (FY89) Technology Development (FY91)

Mining Sector Rehabilitation (FY89) Public Financial Management II (FY91)
Eastern Lowlands (FY90) Structural Adjustment (FY92)
Private Enterprise Development (FY90) Agro-Export Development (FY92)

Improving Infrastructure
Export Corridors (FY89) Road Maintenance (FY92)
Water Supply & Sewerage (FY91)

Providing Basic Social Services
Integrated Health (FY90) Integrated Child Development (FY93)
Social Investment Fund (FY90) Social Investment Fund II (FY93)

Environment Environmental Technical Assistance (FY93)

infrastructure projects included in the pro- hoods to prevent permanent damage caused
gram. A proposed third municipal project by malnutrition. The latter would provide
would finance economic and social infra- continued support to Bolivia's successful
structure in small municipalities and institute Social Investment Fund. In addition to the
a civil service reform at the municipal level core program aimed at rationalizing the role
to increase institutional capability. A power of the state, little over one fifth of the port-
sector loan would build on ongoing efforts to folio would focus on direct alleviation of
restructure the sector and increase private poverty during FY94-98. A rural water sup-
sector involvement and investment. A pro- ply and sanitation project would attempt to
posed transport sector loan would build on decisively reduce the incidence of child mor-
ongoing operations to promote clear defini- tality and enteric diseases. The project
tion of priorities in the sector within a decen- would rely on low-cost technology and heavy
tralized framework. community involvement in installation and

maintenance. The lending program also in-
30. Poverty and Human Resource cludes a rural investment project directed at
Development (21%). As Bolivia positions increasing rural incomes through productive
its public sector to attack the root causes of investments at the community level and a
poverty, it must also recognize and serve the proposed second health project.
immediate needs of its poorest citizens. Our
poverty strategy for FY94-98 builds on the 31. Natural Resource Management
FY93 lending program that included two (9%). The lending program includes two
important investment projects in the social projects directed at strengthening the Gover-
sector: the Integrated Child Development nment's ability to manage the country's
Project and the Second Social Investment natural resources to support sustainable
Fund Project. The former will attempt to growth. A technical assistance project to
reach some 50% of children under 6 through define standards and enforcement mecha-

low-cost, home-based daycare centers in nisms for industry and mining is proposed;
urban and peri-urban low-income neighbor decreasing pollution of rivers and aquifers
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would be the major objective. A follow-up Project Implementation: Lessons Learned
project to the ongoing environmental techni-
cal assistance credit, directed primarily at 34. The proposed lending program is built
strengthening the capacity of SENMA and on our lending experience over the past
FONAMA, is also proposed. -even years. Ongoing projects such as the

Mining Rehabilitation, EMSO, Eastern
Vehicles for Bank Assistance Lowlands and Export Corridors Projects have

laid the base for more intensive focus on
32. The proposed lending program would development constraints in the proposed
rely on adjustment lending to a lesser extent lending program, and will continue to serve
than in the past; only one policy loan is pro- as vehicles in policy dialogue. In regard to
grammed. Instead, sector and project loans execution, there have been two major con-
would permit deeper entry into and longer- straints: the weakness of counterpart institu-
term involvement into key reform areas. tions, as evident in low staff skill levels and
The proposed lending program would also high turnover rates; and lack of government
.rely on some relatively small operations, ownership of Bank projects and programs.
mainly financing technical assistance, with With weak or uninterested counterparts and
ambitious refoim objectives (land adminis- rapid changes of staff, the concept of Gov-
tration, civil service, and regulatory/judicial ernment ownership is nebulous. It is fre-
reform). Given the importance and the quently the case that the Bank is the primary
controversial nature of these operations, the source of leadership and continuity in the
Bank will need to keep their progress and execution of projects.
objectives at the center of the policy dia-
logue. 35. These problems have been persistently

addressed in project design through inclusion
33. One of the biggest challenges in the of financing for local consultants, topping off
program is to design vehicles adequate to of Government salaries, establishment of
deliver social programs to the local level, project units with separate salary scales and
given the centralized nature of government even creation of new institutions whose
administration, the lack of local institutions administrative costs are funded international-
and the opportunities for bureaucratic delay ly. Project preparation facilities provided by
in the long chain between La Paz and re- the Bank typically have funded items such as
mote, sparsely populated agricultural villag- rent and office furniture. Although this
es. Reaching the poorest people in isolated approach has frequently enabled projects or
rural communities is a difficult challenge and programs which otherwise could not have
will be a central issue in the design of most been executed to be implemented, but it has
human resource projects. Although there are tended to further minimize government
interesting models in both Colombia and commitment. The proposed lending program
Mexico in this regard, population density in would phase out the major budget support
Bolivia is much lower and local institutions which has characterized lending to Bolivia in
are far weaker than in either of those coun- recent years and would bring issues of insti-
tries. Some of the proposed sector work will tutional development to the center of the
focus on the question of what mechanisms policy dialogue. Specifically, in new pro-
are most appropriate to the Bolivian environ- jects, we propose to: (a) phase out "topping
ment. off" of salaries as a practice, (b) phase out

financing of line personnel and local consul-
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tants taking on line roles (with the Box 6: The Policy Agenda and Related Bank Instruments
possible exception of the civil service
project), and (c) minimize financing Policy Objectives Bank Instrument
of administrative budgets. This Unbinding the Productive Sectors
change in policy ms-; fy the cost Limiting the role of the state PE/PSD Project;
of slowing project 'preparation and and improving capacity for Hydrocarbons Res-
implementation, but we feel is concession management in tructuring Proj.;
necessary to achieve the longer term hydrocarbons, mining, and Gas Exp., Mining
goals of efficiency and government economic infrastructure Rehab. Proj.*
ownership of projects. We also pro- sectors
pose to continue the current policy
which requires Bolivia to pay at least Reforming legal framework and Eastern lowlands*;
20% of project costs. institutions for land tenure Land Adm. Project

Bank Supervision Improving economic infras- Transport Sector
tructure Proj.: Export

36. Complex, multi-sector pro- Corridor Proj.;
jects, a broad-ranging lending pro- Power Proj.
gram, technical assistance and local Strengthening State Institutions
support in the form of many small Increasing professionalism and EMSO*; Civil
contracts and lack of certain scarce continuity in the civil service Serv. Proj.; other
skills have complicated supervision of Bank projects
the portfolio, and, together with the
institu-tional weaknesses described Creating predictable and PE/PDS Proj.;
above, have resulted in supervision responsive legal and judicial Regulatory/Judicial
coefficients higher than LAC aver- environment Reform Proj.
ages. The nature of the proposed
lending program is likely to require Broadening Access to and Education Reform

similar levels of supervision. Althou- Improving Quality of Education Project

gh there is little room to reduce total
supervision resources, we will use
these resources more effectively by shifting port the new Government in its decision
more supervision responsibility to the Resi- making. A Country Assistance Strategy
dent Mission and by relying on local and Paper, based on recent economic and sector
more junior consultants for on-the-ground work, will be used to initiate our dialogue
follow-up of project problems. with key officials in the new Government.

The FY94 CEM will also be used -for the
Economic and Sector Work next meeting of the Consultative Group

(CG). The next full CEM is planned for
37. The proposed economic and sector FY96, although we will prepare relatively
work program is directed at supporting brief Updating Economic Memoranda in the
policy dialogue, advancing aid coordination alternate years to serve as documentation for
and contributing to the development of lend- the CG and will also provide an update on
ing operations. This year, a Country Eco- issues related to the public sector investment
nomic Memorandum (CEM) will provide the program.
foundation for our policy dialogue and sup-
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38. Sector work would concentrate on 39. For the ESW program, we will under-
human resources, poverty, resource manage- take a participatory approach by agreeing on
ment and economic infrastructure, mainly priorities with the Government annually,
transport. The most important analytical executing the work jointly when this seems
work in human resources would be a poverty appropriate and ir- Government at
assessment directed at determining income early stages of review (see Box 7). Key
distribution, diagnosing poverty and recom- ESW products will be translated into Span-
mending additional areas of action for allevi- ish. When appropriate, and if the Govern-
ating poverty. A separate rural development ment agrees, we will also seek a wider
study will focus on a strategy for increasing audience for ESW products.
incomes in rural areas. These works will be
followed up by a comprehensive reassess- Donor Coordination
ment of the health sector, including health
benefits under the social security system. In 40. Joining forces with other donors is a
the area of resource management, an assess- central part of our strategy. The Consulta-
-ment of environmental priorities and strategy tive Group for Bolivia met for the seventh
is planned for FY95 to determine progress time last year, and has evolved into a mech-
and define priorities for action. In the infra- anism as much for identifying and agreeing
structure sector, work will be done to identi- on Bolivia's development priorities as for
fy the potential for and the means to promote mobilizing aid. One sign of success is the
private sector involvement in infrastructure dominant role taken by the Government in
development. the last three years in shaping the agenda and

preparing supporting documents. Cofinan-

Box 7: Increasing Government cing has become the most useful mechanism

Participation of coordination; we currently have cofinan-
cing arrangements on most ongoing and

*Annual CIR/programming missions proposed new projects. While cofinancing
Agreement would be reached on the lending arrangements substantially increase the time
program, the ESW program, and strategies for and work involved in project preparation, the
addressing problem projects. Timing would benefits of avoiding duplication of effort and
coincide with preparation of the business plan, working at cross purposes seem well worth
which would be discussed during the mission. it. In order to share the administrative costs

*Joint ESW projects of supervision, we recently negotiated three

Collaboration with appropriate ministry or UDAPE arrangements with bilateral donors (USAID,
on design, terms of reference and review of eco. Holland and Switzerland) to finance some of
nomic work undertaken on Bolivia. the supervision costs of jointly financed

projects. We will seek additional, similar
*Participation of government representatives, arrangements in the future, in particular for
when possible, in Bank decision meetings on supervision of social projects. One area
projects and programs. Routine distribution of where coordination could be improved is in
decision documents to government, the preparation of economic and sector work.
*Routine translation of key Bank documents into We are generally unaware of studies and
Spanish. technical work financed by other agencies.

Moreover, there may be some options for
work sharing, in particular with IDB.
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Program Size and Bank Exposure elect's transition team are encouraging. The
new administration is likely to put the fiscal

41. Levels. We propose a lending level program back on track and to take decisive
of $400 million in 15 credits during FY94- actions on key reform areas quickly. Our
98, or $80 million in commitments annually. active commitment to and promotion of this
The actual size of the program is likely to be '_17-growth strategy will increase its chances
somewhat higher, given that Bolivia will of implementation. We believe the risk is
continue to benefit from IDA reflows. This warranted because of the Bank's special
volume is roughly the same as annual lending relationship with Bolivia, the opportunity
rates during the past five years. Total debt presented by the new government, and be-
service to the World Bank Group amounted cause even partial success could substantially
to 5.6% of exports in 1992, but is expected accelerate development and expand economic
to drop to about 2% of exports by the end of opportunities for Bolivia's poorest people.
the decade. Should government commitment waver in

one or more of the priority areas, however,
42. Risks and the fall-back position. we would modify and reduce the lending
-The proposed lending program is ambitious, program to focus on objectives where reform
and there is a high risk that we will not be remained possible and maintain the poverty
able to achieve all of its objectives. Never- alleviation portfolio. An early indication of
theless, we need to be ready to provide maxi- the Government's commitment to proceed
mum support to the new Government if it will be the action it takes on the reform of

chooses to pursue the high-growth policy the hydrocarbons sector and in its appoint-

path. Early indications from the President- ment of key social sector ministers.
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Annex A: Proposed FY1994-1998 Lending Program (US$ millions)

FY94-98 FY94-98
FY94 FY95 FY96 FY97 FY98 Total %

Rationalizing the Role of the State

Public Enterprise Reform 50
Hydrocarbon Deregulation 20
Natural Gas Export 35
Civil Service Reform 15
Regulatory/Judicial Reform 10
Educational Reform* 40
Land Administration* 20

- Transport Sector Loan 25
Municipal Development* 40
Power Sector Restr. 25

Subtotal 130 45 20 60 25 280 70%

Poverty & Human Resource Development

Rural Water and Sanitation* 30
Rural Investment Project* 30
Health 11* 25

Subtotal 30 30 25 85 21%

Natural Resource Management

Environment, Mining & Industry 15
Environmental Fund I 20

Subtotal 15 20 35 9%

Total 130 45 65 901 70 400 100%

Number of Projects 3 3 3 31 3 15

* Projects with substantial poverty reduction impact.
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Annex B: Proposed FY93-97 Economic & Sector Work Program
(staffweeks)

FY93 FY94 FY95 FY96 FY97

Macroeconomic Monitoring
and Policy Dialogue

Updating Economic Memoranda/ 15 * 25 25
Public Sector Investment Review

Country Economic Memorandum 30 35 60
Restructuring for Growth 10 *
Policy Options Paper 5 5 *

Human Resource Development

Education Strategy 10
Rural Development Strategy 20 20 *
Poverty Assessment 30 10 *
Health Sector Assessment 25
Social Security: 30

Beyond the Pension Reform

Resource Management

Environmental Priorities and Strategy 30
Forestry Subsector Review 15

Infrastructure

Transport Sector Strategy 15
Private Sector Development in Infrastructure 30

Total 100 90 85 85 85

* Initiated in previous FY.
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Annex C: The Bank Portfolio

Net Commitmenu of Credits by Sectora Distribuion (1996-1993)
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Statistical Annex

Table No. Content Period

1. Social indicators of Development: Hunan Resources and Natural Resource Most Recent Estimate

2. Social indicators of Development: income, Poverty, and Expenditures Most Recent Estimate

3. Social Indicators of Development: Investment in Humand Capital Most Recent Estimate

4. Key Macroeconomic Indicators Table 1985 - 200i

5. National Accounts in Current Prices 1980 - 2001

6. National Accounts in Constant 1980 Prices 1980 - 2001

7. National Accounts: Percent Share of VA by Sector 1980 - 2001

8. National Accounts: Real Growth Rates 1981 - 2001

9. Balance of Payments 1980 - 2001

10. External Debt: Disbursements and Repayments 1980 - 2001

11. External Debt: Interest Payments and Debt Outstanding & Disbursed 1980 - 2001

12. External Debt: Net Disbusements and Percent Composition 1980 - 2001

13. IORD and IDA: Country Exposure indicators 1980 - 2001
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3. Labor Vorce (13-14)

Total Labor fe Thaousnds 101 1,4 2,281 033,343 231.840 Il2,isi
Agriculitue I of labor force I.I 40.2 e-

lndastrf I of labor force 20.0 . ..1..
Iale 1 of labor force 21.0 22.0 21.8 26.1 32.1 30.4

resNa n l .ber .. 99 08 10.

lia at liber .. 09 l0t 88 .-

tertlcipstton Kate (Overall) I of labor force 33.4 33.0 31.2 33.2 40.4 18.5

-a sale A of labor force 13.0 13.9 15.9 1.6 23.4 23.3

4. Educstional Attligmnt of Labor Force
-----------------------------

School Tar. Completed (overall) liars .. .. .-

Hale lara .. . e..

8. Natural Resources

1. Ase

Toal Aici Thousand oq-ko. 0,099 e,, 1,099 20,391 22,763 18,109

D0nait population pr.e.ku 3 4 1 21 it 24

AricuItural Land I 1t land ea 21.1 27.1 21.4 36.6 40.0 14.3

Agricultural Denoty ?opu!etluam pr.eq4.m 13 14 111 66 10

forest & heodIend haus nd ciba. 391.00 360.00 331.00 9,311 6,114 1,116
135e osestitoea late (not) Annuai 1 -0.4 -0.1 -0.1 .0.) -0.3 -0.3

2. Access to Sae UIetar

t a n I ol population .. 34.0 1.4 23. ...

UrI of popuilatien .. .0 30.0 83.4 1'.2 88.1
Rural I of population .. 6.0 $$.0 8.1 46.3 63.8

..... ............................................ ............................................................... l......,.----- ..........
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Tabl* 21 $Ocit 1% istagsel . bvelopolit .
Income. Povertf. and Expenditur..

Compared to $ame Region L Other Income Groups

UnIt 15-30 11-10 t1ot Latin AsiLesc ower Hiiddle Next Higher
of issure year ago Year ago Recent Estimate snm Caribbean Income Group Income Oroup

C. incoe I Poverty

I. income

CM? er epit, (t - 1991) Us$ ISO - 00 652 2,110 1,510 3,450
Tots 1 Household Idea-;Skar a to op ISO of Nouseholds I of income .. ..

!hare t. op 301 . Noaeheide N2 .1 in4e .. of.0 ...

share to elts 401 of Housebolde 1 of Income. 13.0 ..
Shae to 6ottom 101 of Householdo I of income 4.0

2. poverty

Abslute Powvrty Income
absas US per person .. .. ..

Ruasl US) pr percon 134.0 ..

population Ip Absolute Pavery
urban .. .....--

Rural r .1 population .. 31.0
Prlvaitwee of Halnutrition (under 5) 1 of et group .. .. 10.0

b. topenditure

I. food

S i; of CP .. .. ...-.

1tens 1 0 .. - --

Hoet Ilej, milk, choose., egg. I ol Go n,-
Coe ea a$rr Thou. mTi one 6 14p 94? 060 3.6

FOo I 49& Thou. meI tons .. 22 91 ..
food Prodctle tor capite 3915-41 - too 59.1 106 1i4.1 103.1 g0.3 l0t.0

Share If Agriculture in caP t of GOP 12.9 20.1 3 10.1 16.8 9.0
Dalk Ceieit. Supply Clorte per person IsO 2.33 i,914 2.226 2,230 3,01

bai P%'03es Supply ares pr person 10 6) 1" " 1 I1

1. Housing

fouoing I of CP .. .- ..

Avergag Idahoeold Size Persons per Isouehold .. .3 1.1.
Urbed Prsons per household .. .. --

fixed imvdstpets Kousnt I of t .. .. ..GO.

3. frl 6a 6ower

fuelteer ICP .. .. -. .. of .

EngrgK Consdaption for capita it of ll equivalent 15.I 13.2 24.3 .,010.1 i,1.3 134.4
Hausa aside with Islectc~ciky

voted I of housoo] 16.4......
Rut I of household 1.6 .. ..

4. Transpott s n Coswminication

Trenepot and Commuiecption I of CDP .. .-

repesalion per Passenger Car Pgesone 355 101 1SF 34 J4 I

fl:i ivlastomemte Transport Eluipment . .. .. -- .-
TotI14 length g. 39,1..
Ppulat Ion per telephone reasons - 1.

S................................................- . ......... "..... ... "".. .".. ".... "......"".
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ST&66 It Social odicajors of Devle8pmente
Investment In Human Capital

Compared to Some Region A Other Int Groups
Unit 25-30 11-20 Host oatin America Lower Huddle F. NIgher

of Haosure Year ago Yeag ago Recent Estimate and Caribbean Incame Group Income Group

E. Inveatment lq Human Capital

9l. HedicAl Car&

Medical Care of P .. .. .. CDP
Population por Physician Porone 3,300 2.096 1,134 934
Population per lus Pereona 3.904 3.014 2,44 0il
Population per tospital led Person .. 499
Access to Health Care I of population .. ..

I.asnisad (under 11 montha)g
Hassles I of age group .. .. 13.0 14.1 41.3 16.

OPT I of age group .. .. 41.0 14.S 4,.1 1.
Oral Ihy4ration Therapy use (under 3) 1 of casae .. .. .. 4.

32. Edutation

Education I of GoP .. ..
Grose goqllmeent Ratio*

Primary (total) it school-age group 13.0 05.0 81.0 101.4 100.3 105.1
aela lot oclool-sge group $0.0 14.0 11.0 .. 91.4

Secondary (total) lot school-Oge group 16.0 31.0 34.0 41.2 10.3 14.3
FOmaS lol Ichool-cgc group 11.0 . . 11.1 2.6 14.1 6.6

Tortiarya SciencelEnglnsering lof taitiacy atudna 14.0 11.0 21.2.
Pupil-teacher Ratio,

Prlntry Puplij per Icerhar 23.0 22.0 21.0 21.0 2i.0 21.0
Sec1e dry Pupic per icclr 21.0 11.0 .. .. 1.0

Pupil R01ching areda 4 I of *ohogt .. 32.4 .. 4.3 4.1 11.0
11e a ter &ate, Priary I of total eroll. .9.4 4.4 11.4
11 itracy lateg O.aratl I of popl.(ag lit) .. .. .1.1 22.4 21.1

;eale lol Iecaleeage lit) .. .. 26.1 12.2 20.6 31.1
Newspaper Circulation Par thousand pop. 24.1 40.. 44.1 1.9 ' 2.0 100.6

--- - - --..-............ --.. - -....... -.... -...........................- .............-.- - .....-....-......-...
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Table 4, ty Hacroeconomic indicators

------------------------ Actual ---------------------------------------------------------------- Projected )-------------------------------------

198$ 1951 1986 1989 1990 1991 1992 1993 1994 1995 l99s 1991 1998 1991 2000 2001

Real Grouth Kates
Gros Domestic Product (GDP) -1.0 2.6 3.0 2.8 2.6 4.1 3.4 3.4 3.8 4.0 4.4 4.8 1.0 5.0 S. 5.0
Gros. Domestic Income (GD) -1.0 1.4 0.5 0.8 0.2 3.2 2.3 1.6 4.2 4.5 4.5 3.0 1.3 S.1 5.1 ..1

Real par Capita Growth stie
Grose Domestic Product ..l -3.1 0.1 0.1 0.4 0.1 1.6 0.8 1.0 1.2 1.4 2.0 2.4 2.1 2.4 2.4 2.6
Total Consumption 4.0 0.1 -1.1 -1.4 -2.8 1.9 1.8 -0.1 0.4 0.5 1.4 2.4 1.0 2.2 2.2 2.$
Private Consumption 10.2 0.6 -4.1 -2.9 -3.3 0.9 2.0 0.8 0. 0.5 1.1 2.4 3.3 2.1 2.0 2.8

Debt and Debt Services
Total DOD 1. US$"9 (LT#119*ST) 4804.1 514.2 4901.2 4120.1 4269.2 4072.2 4181.7 4269.7 414.7 4703.0 4947.3 5271.0 5610.0 594.8 410.1 4416.4
DODIGDP 91.8 135.4 110.8 01.4 94.9 81.1 29.) 18.1 11.6 16.2 15.0 14.3 M1.4 12.4 .21.1 69.9
Debt Service in US$H (LTOlFaST) ..2I 421.2 $46.1 461.1 416.2 i12.8 511.2 400.3 211.2 499.4 514.2 544.3 320.9 141.1 544.1 534.1 471.1
Debt ServiceiExporte 36.0 61.9 49.9 44.1 51.1 54,3 10.9 62.8 49.8 51.2 46.1 40.8 39.4 31.2 34.2 28.)
Debt ServiceIGDP 8.4 12. 10.9 P.2 12.1 10.2 11.4 10.5 4.4 9.0 8.2 1.3 1.1 4.4 4.1 1.0

Interest Burden In US$29 (LTtIHF4ST) .. 229.8 219.9 192.5 198.0 234.2 215.0 241.7 244.1 234.2 235.1 233.2 232.3 2150.9 242.0 81.2 211.9
Interest Paid In US$19 161.4 100.9 121.$ 126.2 140.5 142.3 202.1 221.6 232.4 234.2 232.9 231.3 250.9 241.0 181.2 21.8
ImtreetiEaporte 32.2 31.0 21.9 22.2 23.1 22.8 31.4 28.9 23. 21.4 19.8 1.4 1.4 .) 18.2 1T.4

3ntereetGDl 4.3 5.1 4.4 4.4 1.2 4.3 1.0 4.8 4.0 3.8 3.1 3.3 3.3 3.3 3.1 2.1

Investment L Savinge
Groff love$tmmt IGDP 10.2 11.1 12.1 12.0 12.7 13.8 14.1 14.6 15.3 15.9 11.0 1.3 - 12.9 10.0 18.2 14.4
Public Filed InveatmentGDP 3.5 4.2 6.1 8.6 8.9 9.3 #.8 8.6 9.8 8.8 9.0 8.9 8.8 8.8 8.1 4.4
Private Investment IGDP 3.1 4.0 4.2 4.1 4.3 4.5 S.2 4.0 4.4 6.9 8.0 8.4 9.0 9.1 9.1 9.8
Change in StocklODp 2.8 0.8 -0.2 -0.8 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0
ICOR t1 year average) .641 -1.) -5.1 19.$ 5.4 3.1 1.9 0.3 0.4 0.1 3.8 3.6 3.1 3.4 3.4 3.4 3.4

Domeetac SaviatgaCDP 8.1 4.8 4.6 6.5 9.) 6.7 7.1 4.3 1.8 9.4 10.5 10.8 11.2 11.2 12.2 12.5Kesource elamaceGDP -1.1 -4.2 -5.1 -3.1 -3.4 -3.0 -1.0 -8.3 -). -4.1 -4.1 -6.1 -4.1 -4.1 -4.0 -5.9

National SavingejGDP 0.5 -0.7 1.0 3.1 4.5 4.4 3.8 3.1 4.8 6.6 7.9 1.4 8.9 9.1 10.1 10.1
Current Account balance -9.1 -11.8 -11.1 -6.5 -S.3 -8.4 -10.3 -11.3 -10.4 -9.3 -9.1 -9.0 -9.0 -6.5 -. 1 -1.1

llarglnal Oousetie Saving. Rate 4.8) -0.12 1.31 1.29 1.08 0.11 -0.04 0.43 0.34 0.34 0.30 0.9 0.13 0.11 0.19 0.20
Harginal National avioge Kate 8.21 0.32 1.2 1.44 1.18 0.14 0.20 0.43 0.40 0.34 0.30. 0.20 0.14 0.19 0.18 0.23

Public Fixed ImveatmentlGDp 3.1 4.2 8.1 8.6 8.9 9.3 6.6 9.6 8.0 8.9 9.0 4.9 8.8 8.8 8.1 8.6
Public SevingeoDP -1.8 0.6 1.1 2.8 3.9 3.1 3.8 4.1 4.3 4.6 4.9 1.3 $.J 5.1 3.1
Private Investment /GDP . 3.7 4.0 4.2 4.1 4.1 4.1 1.2 6.0 6.4 4.9 8.0 8.4 9.0 9.3 9.1 9.6
Private savinglGo? 1.1 0.4 1.8 1.6 0.4 0.4 .0.2 0.8 2.3 3.3 3.5 3.4 4.2 4.1 1.4

Public Finance
Goverunent RevenuealoGP 2.1 27.9 29.2 31.5 32.4 31.8 31.3 31.4 31.5 31.4 31.2 31.3 30.8 30.4 30.1
Goverpnment ExpandituraeUGDP 31.4 34.4 34.1 31.) 3.9 31.3 34.5 34.1 34.2 31. 31.2 32.1 32.1 31.3 31.2
budget Delicti -) or purplualGDP ..51 -1.1 -6.3 -5.1 -4.1 -3.6 -3.1 -3.2 -3. -2.6 -2.4 .2.0 -1.1 -1.1 -1.1 -1,1
Primary Deficit(-) or surplualJoP ..5 -3.2 -2.3 -1.1 -0.6 -0.3 0.1 0.3 0.4 0.5 0.1 0.9 1.3 1.3 1.4 1.4

Prices & Exchange late*
CPI (I Grouth Rate) 11749.4 14.6 16.0 15.2 17.1 21.4 10.4 4.2 4. 1.0 1.2 5.1 1.0 4.9 4.8 4.1GoP Deflator (I Grouth Kate) 11289.1 I1.1 14.0 13.1 14.6 20.9 10.4 6.2 4. .0 1.2 1.I 1.0 4.9 4.8 4.9

KEEF Index (1980-100) 291.8 80.6 74.7 72.4 40.6 42.9 .. .. .. .. ...
Terms of Trade Index (1904-100) 100.0 92.) 83.1 79.4 61.1 83.4 84.2 84. 03 8.4 86.1 84.8 86.1

Trade and Salance of Paymentq
Exporte (GNFS) Volume Growth -5.9 -2.1 6.1 24.1 15.$ 0.7 -0.8 9.5 4.A 3.4 4.4 4.3 3.2 3.0 3.1 3.1
Export* (GNFS)ICDP 14.3 13.1 11.2 19.3 21.1 16.3 15.8 14.5 16.8 11.2 11.5 11.1 11.6 01.4 17.5 11.2
Importe (C2FS) Volume Growth 41.2 8.3 -10.6 11.5 9.6 3.3 0.9 8.4 2.4 1.0 4.1 4.6 4.9 2.1 2.3 2.4leport (GlIPS)IGDP 14.0 21.4 20.1 22.8 21.1 23.4 22.2 24.6 24.1 23.8 24.0 24.2 24.3 23.8 21.3 21.1
Current Account 3almn-e (QS$H) -494.0 -108.1 -490.1 -384.7 -311.4 -413.$ -146.5 -629.5 -603.1 -576.2 -602.4 -436.3 -6815.0 -198.0 -111.2 -730.0Net Reserves (- - increase US$1H -28.1 41.0 29.8 139.8 -98.9 -89.8 -18.4 -$$.1 -23.1 -1.4 -24.3 -24.1 -24.9 -30.1 -44.2 -41.4Gr. Reserves In Ilouths of lop. of GIS 3.4 3.1 S.4 4.2 3.9 3.8 4.4 4.6 4.4 4.4 4.4 4.3 4.2 4.0 4.1 4.1

It Usaing orld sank population Iigurea and projections
2 Includee interest and rlqcipal repsymenta due but reacheduled by bilateral creditors.
31 Includes interest due ut reecheduled b bIlateral craditore.
41 1961-90 period wse derived from a 1980 baa gear aerlaci 1 1911-2001 ta calculated from a 290 base year series.
Si Overall non-f Inaneial public 8ector
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Table 5 National Accounts at Current Prices

---------------------------- ( Actual I---------------------------- ----------------- r-------------------- projected -I-----------------------------

1980 l985 1966 1981 1988 1989 1990 1991 1992 1993 1994 1995 1994 l991 l998 1991, 2000 2001

A.I. GDP at market prices 0.1 2212.4 1442.2 8855.9 10393.9 1213S.9 14273.5 17914.5 20516.3 22426.0 24961.6 27240.9 29673.1 32894.1 36211.2 $9933.h 43984.8 48441.3

2. Net Indirect Taxes on Importe 0.0 2.0 141.1 160.3 169.8 196.3 119.9 169.1 322.1 385.9 402.9 488.1 . 540.1 4 . 683.,l 130.1 119.2

3. GDP at producer prices 0.1 2221.4 1321.1 871.6 10224.3 11939.4 14093.6 17805.4 20233.9 22240.1 24558.6 26152.2 29342.0 32314.0 )1i, 39249.1 43214.8 47662.1

8.I. Importe of CNFS 0.0 360.1 I13.1 1891.8 21S3.6 2161.0 3516.1 4200.4 4671.1 5601.7 6012.3 6474.4 7168.4 19S2.0 4 1 I 91. 10348.3 11200.1
2. Exports of Guy$ 0.0 321.9 1349.9 1341.3 1581.8 2336.0 3104.4 32392.7 3239.6 3129.4 4209.0 4694.0 5234.4 5620.1 1 8'i 1021.A 113.9 6355.4
3. Resource balance 0.0 -30.2 -213.6 -550.5 -511.8 -423.0 -481.1 -901.1 -1431.2 -1012.2 -1863.3 -1180.4 -1934.0 -213.4 -24 6 -2129.4 -2634.5 -2645.1

C.3. Total Expenditures 0.1 2290.4 7675.9 9406.5 10961.7 12558.9 14755.2 18882.2 21987.8 24498.2 26824.9 29021.3 31807.7 35026.1 3847i.8 42462A 46619.3 51266.4

2. Total consumption, etc 0.1 2061.9 706.6 8426.6 9710.3 11101.0 12940.1 16403.3 19088.3 21195.1 23016.3 2466.4 26726.9 29326.9 32197.6 31218.1 3860S.8 42366.9

a. General government 0.0 300.4 655.3 1080.4 1493.0 1480.8 2000.9 251.4 3043.4 3134.5 3449.8 3736.1 4063.3 4419.2 4803.4 3112.9 5660.1 844.8

b. Private. etc P.1 1761.5 6233.3 136.2 6211.3 9420.1 10939.2 1315.9 16042.9 18080.6 1966.5 20946.7 2266S.1 24901.8 21398.1 30045.2 32945.7 36224.1

c. Statistical discrepancy

V.I. Grose domestic investment 0.0 228.7 567.1 97.9 311.4 101.9 381.3 2416.9 2899.5 3303.2 3808.8 4335.9 5018.9 1699.1 6480.2 1204.1 6013.$ 891.6

s.GDFl P.0 162.8 101. 911.0 321.8 15S.8 3885.0 2418.9 2869.3 3292.0 3196.1 4321.2 5068.6 3689.4 6413.3 1196.8 8001.0 8910.4
1. Nonfinancial Pub. Sector 0.0 19.6 316.9 512.1 839.1 1063.1 1216.5 1664.3 113.6 1943.6 2190.8 2431.6 2688.9 2938.1 3208.3 3500.1 381.1 410.1

it. Private Sector 0.0 83.0 348.6 358.5 433.1 492.1 608.5 814.6 1013.1 3348.3 1601.6 1881.6 2319.1 2130.8 3263.0 3696.7 4186.3 4144.1

b. Changes in Stocka 0.0 6.0 -118.4 68.9 -16.4 -91.9 -69.9 0.0 10.1 11.1 12.3 38.1 10.3 9.1 6.9 1.8 6.1 1.1

[.I. Grose domestic saving 0.0 190.5 313.5 429.4 663.6 1034.9 1333.4 1513.2 1468.2 1430.9 194S.5 251.5 3144.9 351.8 4059.6 4674.8 5379.1 6072.4

2. Nat factor income 0.0 -381.9 -593.1 -533.8 -11.1 -613.0 -164.9 -884.4 -782.6 -832.9 -842.4 -881.2 -927.4 -965.8 -99%.9 -1047.1 -1109.6 -3331.3

3. Net current transfers 0.0 6.4 32.1 36.6 30.1 58.9 68.% 80.6 6.3 103.9 I1l.5 125.1 134.9 145.1 158.9 174.0 110.4 222.1

4. Gross national saving 0.0 11.0 -167.6 -65.1 102.6 422.8 631.0 783.4 713.9 696.9 1220.6 194.0 2352.5 2141.4 3222.1 3601.1 44S9.6 5180.0

F.3. Grose national product 0.1 2066.5 6868.5 8324.1 9782.6 11464.9 13106.6 11106.1 19713.9 21768.1 24319.1 26353.7 28946.4 31928.9 35261.2 3888S.8 42875.0 47326.1

2. 1PS conversion factor 0.0 0.4 1.9 2.1 2.4 2.1 3.2 3.6 3.9 4.1 4.3 4.4 4.5 4.8 4.8 4.9 5.0 l.1

3. GDP at op (curr. mill. US$ 1034 5119.2 3882.1 4309.1 4422.S 4508.6 4491.8 5019.4 5284.9 546.2 $16.6 M74.1 6600.7 7091.1 1423.3 8191.5 8802.2 9461.2
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Table 6i National Accounts at Constant 1940 prices

------------------------------ 3 Actual ---------------------------- -------------------------------------- ( Projected ---------------------------------

1980 1965 1186 1967 19s 1969 1990 1991 1992 1993 194 95 1396 119 196 1999 200b 2001

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

A.I. GDP at market prices 122.946 111,609 108,829 111.460 114,963 116,221 131,314 126,341 130,610 135,404 140.497 144,064 152.460 159,764 161,146 16.126 184,924 194,363

2. Het Indirect Taxes on Imp. 3.286 1.301 1,92 2.217 1.521 1.11 1,121 1,181 2,383 2.159 2.832 3,219 3,343 3.519 3,692 3.184 3.1ii 3,914

3. GDP at Producer Prices 119.654 110.302 106.841 109.383 113,136 116,410 119.189 125,3154 120,259 132,644 137.453 142.845 149,106 356,244 164,056 112,341 181,045 110,17

1.1. Imports of ClNS . 20.71 21,975 21,469 23,245 20.789 23,171 
25

,41
2  24,243 26.449 21,757 29,514 2.6118 31.355 32.401 34.198 33,056 35,93 36,610

2. Exports of GHUS 25,585 22,80 26,448 25.193 21,366 34,123 
3 0,399 39,614 39,361 41,092 44,33 .46,341 

48
,3
19 $0,453 52,043 53,629 55.216 51,112

3. Resource balance 4.67 602 4,951 2.545 4,315 10.546 13,981 13,431 12,612 14,336 13,it3 16,522 11,224 11,552 1,043 18,513 19,141 20,302

C.3. Total Expenditures 111,070 110,501 103.6S0 109.112 105,3875101,215 107,329 132,910 111,76 12,068 151,66 129,341 133,24S 141,912 145,03 151,553 1s,543 113*15

2. Total coneumption# etc 90,89 104.265 99,1 102.685 101.445 100,650 100,435 104,901 109,419 112.361 11",35 119,013 123,513 129,44S 136,402 143,245 150.411 151,165

a. General goveramont 1,330 10,509 11,343 11.169 14.204 13,654 14.11 15,571 16,069 15,513 16,16 16.632 11,214 11,14 16,440 19,005 1915,1 20,445

b. Private, etc 42,56q 93,114 6,114 90,916 81,441 61,034 6,255 59,334 93,410 14,596 99,99 102,441 06,359 111,631 111,562 124,139 130,458 31,3120

0.1. Gross domestic investment 18,61 4,5122 4
,1
33  

6.427 6,740 6,585 6,914 5,005 $.255 8,903 9,52 10.440 11,612 12,464 13,500 14,305 13,17 16,015

a. 0011 11,631 5,022 1111 3,621 6,040 1,063 1.214 $,001 5,270 6,816 q.i2l 10.443 3,646 12,443 13,482 14,29) 15,158 16,052

1. Nonfin. Pub, Sector 5,59o, 2,46 1 3,56 4,516 4,844 4,685 5,315 5,191 5,238 5.552 5.665 6,315 6,424 6,663 6,531 1,229 1,536

ii. private sector 5,044 2,540 Mll 2,329 2,324 2.243 2,329 2,630 3,079 3,633 4,49 4,558 3,449 6,036 6,156 7,342 1,930 8,544 C

b. Changes in Stocks 544 1,500 1,000) S00 (100) (500) (300) 0 29 30 31 26 24 23 I5 it 12 13

1.3. Not factor income (7,250) (10,161) (6,373 (4,3453) (6,502) (6,2001 (5,529) (5,640) (4,531) (4,531) 44,124) (4,3381 (4,316) (4,278) (4,202) (4,212) (4,255) (4,016)

2. Not current transfere 31 321 410 464 332 562 359 146 116 617 440 672 6M5 106 134 741 00 553

3. Groes national product I5,49 101,423 100,456 305,095 106,461 112,021 115,361 120,701 126,133 130,631 136,163 141,125 141,153 15,466 163,546 171,914 160,669 110,015

4. Grose domestic Saving ..I1 23,04 1,324 9,3132 6,915 13,316 17,531 20,903 21,436 21.191 23121 , 24,51 24.991 28,696 30,31 31,344 32,861 34,51S 36,396

5, Grose domestic saving ..21$ 23,046 4,51 1,399 (331) 1,221 3,034 3,501 2,334 189 (110) 596 2.269 3.261 3,26 4.33 5,024 6,02S 6,144

6. Grose national savin -- 11 16,109 (2,536) 1,411 2,16 1,146 11,693 15,131 14,344 17,230 35,253 21,307 23,32S 25,245 24,144 21,876 29,436 31,056 33,213

1. Grose national saving --21 16,109 (5,49) (6,496) (6,436 (4,949) (2,604) (1,869) (2,18) (3,712) (4,6644 (3,068) (1,391) (364) 154 643 3,519 2,567 3,561

a. Capacity to import 25,535 19,641 18,535 16,481 315,269 19,26 215999 20,572 1,359 19,145 20,45 21,616 22,50 23,643 24,809 25,11 26,86 21,440

9. Terus of trade adjustment 0 (3,133) (7,913) (9,3121 (12,091) (14.411) (17,400) (19,02) (11,0021 (23,641) (24,315) (24,122) (25,629) (26,590) 21,234) (27,65) (28,490) (29,652)

10. Grqso domestic income 121,946 105,416 100,916 102,346 102,666 103,124 103,916 101,239 109,666 11,451 116.11 12,341 126,840 133,114 140,514 148,268 356,434 14,109

33. Gross national income 13,696 96,295 92,543 95,183 96,344 91,524 97,9S7 101,599 105.131 106,884 131,71 117,003 1322,524 128,696 136,3132 144,056 152,111 160,433

31 Secluding terms of trade adjustuept

21 jncluding terue of trade adjustmept
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Table le National Accounts - Percent Share of VA by Sector

------------------------------ Actual ---------------------------- -------------------------------------- projected ----------------------------------

logo loss tld8 loll loss 1969 1990 1991 1*92 1993 1994 1995 1096 1099 1996 1199 2000 2001

.1. GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 ibo.o 300.0 300.0 300.0 100.0 100.0 100.0 100.0
2. GDP at Producer Prices 97.3 96.9 96.1 99.0 96.4 98.4 96.7 99.1 96.4 96.3 96.4 90.2 96.2 96.2 96.2 96.3 94.3 9.4

3. Agriculture . . .. - . 20.7 19.3 19.3 20.4 20.3 20.5 20.4 20.2 20.0 19.6 19.4 19.4

4. Industry .. 32.2 31.4 29.9 30.0 30.5 31.0 31.4 31.6 32.1 32.5 32.8 33.1

a. Manufacturing .13.4 4.7 15.5 1S.7 3.9 14.0 14.2 14.3 14.4 14.3 14.4 14.8

t. Construction .. .. .. .. .. .. 2.7 2.9 3.0 3.0 3.0 2.9 2.9 2.9 2.9 2.9 2.6 2.1

c. Mining and quarrying .. .. .. . . . 12.6 10.3 10.3 10.4 11.0 11.3 11.5 1.8 132.1 12.4 12.4

d. 0ae, Electricity W Water .. .. .. .. .. .. 3.0 3.3 3.3 3.3 3.3 3.3 1.0 1.0 1.0 1.0 1.0 1.0

5. Services, etc. .. - .. -. -- .. 41.9 46.2 49.0 47.6 47.4 44.1 44.4 44. 46.1 44.0 41.9 41.9
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Table It National Accounts - Real Grouth Rates

------------------------------ ( Actual ) ---------------------------- ---------------------------.----------( projected ) -----------------------------.-------

1911 1981 1919 1987 1988 196 1990 1991 1992 1991 1994 l99s 1996 1991 1998 l999 2000 2001

A.I. CDP at market prices 0.9 -1.0 -2.5 2.6 3.0 2.8 2.6 4.1 3.4 3.6 3.8 4.0 4.4 4.6 5.0 5.0 5.0 $.0

2. Agriculture -0.9 7.1 -3.1 3.1 2.4 -1.3 -2.0 7.2 5.0 J.1 3.5 3.S 3.6 3.8 4.0 4.0 4.0 4.0
3. Industry -2.4 -l.a -7.6 1.5 12.2 0.9 6.3 1.6 2.4 6.5 1.2 4.9 1.6 5.1 1.6 5.8 5.9 6.0

a. hanufacturing -7.8 -8.3 1.9 2.$ 5,4. 3.1 5.1 6.1 6.0 5.0 1.5 5.5 5.$ 1.6 3.7 1.8 5.9 6.0
b. Construction -t0.2 -3.1 -21.1 -0.9 14.5 6.6 2.5 2.0 6.0 3.0 3.3 3.4 3.8 4.5 4.5 4.3 4.5 4.5
c. Wining and quarrying 3.8 -10.4 -14.4 1 19.9 11.1 1.9 5.3 -1.6 8.8 3.3 4.6 6.1 6.1 6.1 6.2 6.3 9.4
4. G, Electricity L Water 12.5 -3.8 1.4 -1.9 .$ 5 1.4 6.1 4.0 3.0 3.0 . 3.0 3.5 4.0 4.0 4.0 4.0 4.0

4. Services. etc. 3.1 -0.2 -0.2 2.3 -1.0 1.1 2.9 2.4 1.4 1.1 2.9 3.0 3.8 4.9 ,.9 4.9 4.8 4.1

8.5. Imports of GNS 37.7 41.1 -2.3 8.3 -10.9 11.1 9.6 3.3 0.9 6.6 2.6 1.0 4.5 4.9 4.9 2.5 2.5 2.4
2. Exporte of GNFS -4.1 -1.9 16.1 -2.5 9.1 24.1 13.1 0.7 -0.8 9.1 4.0 3.4 4.4 4.3 3.2 3.0 3.1 3.1

C.l. Total Expenditures 8.1 9.1 -6.3 1.1 -0.7 -1.0 0.1 1.2 4.3 2.8 3.4 3.1 4.4 4.9 3.6 3.1 5.1 1.0

2. Total consumption. ete 10.2 6.6 -4.6 3.2 -5.0 -0.9 -0.3 4.1 4.4 2.5 3.0 3.1 3.8 4.8 1.4 1.0 1.0 4.9
a. General government -21.0 -28.3 7.9 3.8 20.7 -3.9 3.4 10.3 3.2 -3.1 3.1 3.2 3.1 3.5 3.5 3.5 3.5 3.1
b. Private, ate 16.8 12.1 -6.0 3.1 -3.8 -0.5 -0.6 3.1 4.6 3.4 2.9 3.1 3.6 3.0 1.1 1.3 1.2 5.1

D.5. Grose domestic investment -1.3 S.9 -33.4 46.3 4.9 -2.3 5.0 1.8 3.7 1.3 8.4 6.5 55.1. 6.6 6.1 9.0 6.0 6.1
GDF -19.1 -21.l 6.2 11.1 51.4 1.6 1.8 11.0 3.3 1.3 8.5 8.2 11.1 6.6 1.4 6.0 6.1 6.1 03

1. Nonfin. Pub. Sector 8.4 -31.4 9.9 33.4 23.5 1.3 0.8 10.0 -3.4 0.9 6.0 6.0 S.0 4.0 4.0 4.0 4.0 4.0
it. Private Sector -41.2 -19.3 2.9 -11.6 -0.2 -3.6 3.9 12.9 11.1 18.0 12.0 12.0 20.0 10.0 13.0 8.0 8.0 6.0

2. Gros national product 1.0 -3.0 -1.0 4.6 3.2 3.3 3.0 4.6 4.1 3.1 4.1 4.1 4.5 4.9 5.2 5.1 5.1 1.2
3. Groes domestic saving ..It -39.4 -10.1 21.1 -3.6 46.4 31.6 19.2 2.6 -1.1 9.7 1.1 6.1 .5 4.9 3.4 4.9 5.0 1.1

4. Groes national saving .. 15 -36.8 -136.3 11.9 103.0 148.1 66.4 30.6 5.2 5.4 11.9 10.1 9.5 6.3 5.9 4.2 3.6 1.1 6.9
1. Gross domestic income 1.2 -1.0 -7.0 1.4 0.1 0.8 0.2 3.2 2.3 1.6 4.2 4.1 4.1 5.0 5.5 1.1 5.5 5.2

6. srols national income 1.3 -3.1 -1.9 3.1 0.6 1.2 0.5 3. 3. .1 4.6 4.7 4.1 5.2 1.8 1.7 5.6 5.4

5! Excluding terms of trade adjustment
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Table Is Balance of ray soita 1 S$ Hilliona)

------------------------- I Actual l------------------------ ------------------------------------------- projected ) --------------------------------------

1960 1967 1988 1989 1990 1991 1992 1993 1994 1915 1996 1991 1995 1999 2000 2001

A. Ez prtr of GNFS 1023.6 652.1 613.1 668. 91.4 919.6 832.9 100.1 911.3 1063.9 116.1 1264.8 1344.8 1440.4 1543.) 1631.9
.liercbandi e (105) 942.2 516. 142.4 123.4 30.1 160.3 663.1 126.1 199.9 16.9 964.8 1060.0 114.3 1211.0 1336,3 1419.5

2. Non-factor servIces 81.4 134.0 130.: 14..1 141.1 II'.3 161.2 114.) 181.3 16.1 189.8 194.6 191.6 203.4 20.2 212.4

1. Im.1rt of CNlS 193.4 920.3 916.4 3023.8 1130.3 1113.1 1200.9 1353.1 14l3.s 1467.5 1383.9 1714.2 1653.8 1959.3 2070.9 2161.6

. ljrcbandiae (FOB) 616.4 761.2 161.1 863.1 962.1 902.4 1011.3 1110.6 1201.2 1216.2 1368.8 1441.6 1616.4 1116.3 1626.2 1939.2
2. Non-factor servIces 111.0 153.3 148.1 364.1 161.6 160.1 189.6 202.5 206.3 211.3 213.1 226.4 231.4 243.0 244.1 246.4

C. Resource balance 226.2 -261.8 -243.3 -157.3 -151.9 -253.S -368.0 -452.2 -434.4 -403.6 -421.3 -459.3 -509.0 -18.9 -521.2 -555.1

D. Net factor Income -293.7 -258.8 -260.0 -249.3 -241.1 -242.3 -201.2 -202.4 -196.1 -201.1 -204.9 -20.2 -209.4 -214.8 -222.1 -211.6

1. Factor receipts 22.1 14.3 15.1 22.1 11.0 22.3 33.3 33.1 22. 23.1 22.9 22.6 22.2 21.4 20. 23.0
2. V1ctor payment. 31.6 273.1 2135.6 211.4 236.1 264.8 214.1 216.1 239. 224.2 221.8 230.8 231.6 236.2 243.0 240.6

E. Hat current tranefers 12.7 11.9 12.8 21.9 21.6 22.5 22.7 25.1 21.4 26.5 29.8 31.4 33.4 35.1 36.1 43.5

F. Current Account Balance
1. lefoae official grant@ -:4.6 -008.1 -490.3 -384.1 -313.4 -473.5 -546.5 -429.1 -603.3 -576.2 -602.4 -436.3 -663.0 -696.0 -711.1 -730.0

2. OfficIal *rene 46.8 103.2 323.9 133.9 133.4 160.0 163. 149.0 162.6 169.1 10.6 11.4 180.6 183.9 390. 385.2
3. After official grant -8.0 -401.3 -366.6 -250.6 -216.0 -313.5 -360.9 -480.5 -440.1 .401.3 -431.8 -480.9 -104.4 -132.1 -321. -534.8

C. LT Captal InflowO n.e.L. 326.3 206.0 204.9 278.1 142.3 200.3 204.5 261.3 260.3 22S.9 313.7 414.9 411.6 461.1 s11.) 523.6
I. Crect Inveetment 43.9 36.4 30.0 33.0 3.0 50.0 60.0 10.0 81.0 94.0 109.1 128. . 349.0 115.1 198.6 223.0

2. Net L.T Sorroaing ..il 311.1 368.6 114.9 243.1 101.3 310.3 144.5 211.3 119.3 131.9 204.2 286. 322.6 308.1 313. 300.6
a. Diabursemeaat (065) 416.8 251.2 333.1 381.1 299.1 286.6 342.6 414.1 363.) 113.) 432.6 301.6 336.6 320.4 339. 492.4
b.epaymente 643.) 61.1 1.1 1 36.6 192.4 135.6 196.2 242.9 164.1 221.3 128.4 214.6 214.0 211.1 203.6 191.4

3. Other LT Inflous (net) -29.1 .. .. .. .. .. .. -. .. .. -- -

m. Total Other items Eat) -222.5 158.1 131.9 -167.1 174.4 203.1 254.6 254.3 204. 200.3 142.4 70.0 57.6 60.8 56. 50.4
1. Net 6? captsi 6n-e.l) -43.2 119.0 -21. -90.1 70.6 12.0 13.6 332.1 83. 80.9 10.3 10.0 11.6 60.6 56. 50.4

a. Interest arrear; ..2I 639.0 13.0 69.6 13.1 12.1 43.6 42.1 1.1 0.9 0.3 0.0 0.0 0.0 0.
li Other Not C -45.2 0.0 -98.3 -160.1 -3.3 -0.1 112.2 89.1 60. I 60.0 10.0 0.0 51.6 60.6 56.4

2. Capital flow@ n.e-i. .31 0.0 31.0 34.2 -49.1 -41.3 1.2 29.0 122.1 122. 119.6 12.3 0.0 0.0 0.0 6.0 0.0
3. Etro and omisone -11.3 -1.1 104.8 -26.) 131.3 129.1 0.0 0.0 0.I 0.0 0.0 0.0 0.0 0.0 0.0 0.0

1. Changee In net reserve -95.6 41.0 29.6 339.8 -98.9 -89.8 -71.4 -11.1 -23. -39.4 -24.,3 -24.1 -24.9 -30.3 -46. -4.

3. 'et credIt from 111 96.4 -34.1 42. 10.4 -11.2 -3.0 33.8 -9.4 -14. -23.6 -29. -33.3 -43.2 -33.1 -24. -32.0

2. Sereerve changes (n.*.
1 ) -192.2 5.5 -132.6 89.2 -81.1 -14.8 -92.2 -43.. 4.2 1.6 9.2 16.3 3.4 -22. -29.4

3. Eacrou account .. -- - -- *. ". -- -. ** " ** .. -'-'-

J. As $baree of CDP (current US$)
I. Leeource balance 41 4.6 -6.2 -1.5 -3.5 -3.4 -5.1 -7.0 -6.3 -6. -6.5 -6.3 -6.1 -6.3 -6.8 -5.1

2. Intereat payments (LT#IHF*ST) 3.1 1.8 2.2 2.1 2.9 1.4 3.3 3.6 3.2 3.0 2.8 2.1 2.1 2. 1.1
3. Current account balance -1.1 -11.6 -11.1 -8.1 -6.3 -9.4 -10.3 -11. -I0.. -9.3 -9.1 -9.0 -9.0 -6.5 -6. -1.

4. LI e fpital lnfbou 6.1 4.8 4.6 4.2 3.2 4.0 3.9 3.1 4. 3.1 -.. 9 9. -.. 5. 1.6
5. Het credit from the IHF 1.9 -0.0 1.0 1.1 -0.2 -0.3 0.3 -0.2 -0.2 -0.4 -0.5 -0.3 -0.1 -0.4 -0.) -0.1

it. Voreil Each atgeerves
I. e evee including sold. 128.5 424.7 406.8 361.2 363.9 381.0 459.4 514.5 138.. 557.6 161.9 606.0 130.9 661.2 707. 749.3

2. Cr. reserve* in months of Imports 1.6 S.1 1.4 4.2 3.9 3.9 4.6 4.6 4. 4.6 4.4 4.2 4.1 4.0 4. 1

L. Exchange Sates
1. In nominal tere (LCUIUS$)

a. Averege rate 0.0 2.1 2.4 2.7 3.2 3.6 3.9 4.1 4.A 4.4 4.1 4.4 4.6 4.9 3.0 $.1
b. Eud Sear 0.0 2.2 2.4 2.9 3.4 1.1

2. In reel terue
a. geal Effective Exchange Rate 100.0 60.8 74.1 12.4 60.6 62.9

M. Hemorandum Items CDP (current US$H) 014.1 4309.1 4422.5 4506.6 4498.8 5019.4 5264.9 1465.2 3816.1 6174.5 6600.7 7091.1 7623.5 8191.5 6802.2 9461.2

Il 1980 3991 on cash beaela 1992 and thereafter, on accrual basia.
21 Data avai able only from 3993 and onwerde
I Include tunpaid Argontlnt Gee, cange In arrears, not relief of SraIl. errears, debt cancellation and other exceptional financing Itme,.

41 Note that, Ior the haetorcd Ierlo. ihere age some 1sconeatencee between those figures end those tepofted in uaatlunal accounte.
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Table 10i External Debt - Disbursements and kepaymente

-------------------------- I Actual )------------------------- ----------------------------------- ( Projected 3--------------------

1980 l85 1986 1981 1986 1969 1990 1991 192 1993 1994 1995 1996 197 l98 1999 2000 2001

DISBURS094NTS

A. Public & Publicly Guar. LT 440.8 137.8 328.4 257.2 333.7 361.7 299.7 286.8 342.6 4S4.1 36S.1 313.3 432.6 101.6 539.6 520.4 519.3 492.4
1. Official Ctedisore 194.9 134.8 321.1 232.2 333.1 316.6 260.1 212.2 338.1 4$1.8 361.3 353.0 412.6 501.6 136.6 $20.4 519.3 492.4

a) hultilateral 101.7 13.3 243.2 154.6 11.4 211.0 204.3 197.0 211.6 320.4 265.1 246.7 303.1 346.8 363.6 342.4 344.3 306.
IDA 1.8 1.1 4.0 41.3 111.5 1.6 46.1 41.9 66.4 80.0 86.6 93.4 98.8 84.9 30.1 63.9 65.0 24.1
II&p 72.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.6 , 0.0 0.0 0.0 0.0 0.0 0.0 0.

b) silatiral 61.2 61.5 8.6 71.6 16.2 $9.5 86.4 7.2 82.8 131.4 99A 104.1 119.0 154.6 173.0 118.0 11S.0 IS.k
2. Private criditore 241.9 2.3 6.1 21.0 0.0 5.1 9.1 14.6 4.2 2.4 0. 0.3 0.0 0.0 0.0 0.0 0.0 0.6

a) Suppliers 21.8 0.8 6.1 0.0 0.0 1. 9.1 2.4 1.1 0.5 0.6 0.0. 0 0.0 .0 . 0.0 0.0 0.6
b) financial Markets 51.6 0.0 0.0 25.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.4

al., financial last. 51.6 0.0 0.0 21.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.4
sands 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 9.A

c) Export Credit 166.3 3.5 0.0 0.0 0.0 3.6 0.0 5.6 0.6 0.3 0.6 0.0 0.0 0.0 0.0 0.0 0.0 0.b
6. Private Non-Guarapteed LT 16.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 O.6 0.0 0.0 0.0 0.0 0.0 0.0 0.
C. Total LT Diebureemente lAOS) 416.6 131.1 326.4 2I1.2 333.1 361.7 299.1 286.6 342.6 454.1 361.7 353.3 432.6 501.6 536.6 320.4 519.3 492.4 0
D. I1P Purchasee 96.4 0.0 134.1 0.0 91.3 56.9 30.0 1.0 10.2 10.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 O.b
E. Het Short-Tern Capital -226.0 10.0 43.0 63.0 -171.0 -40.0 -57.0 -6.0 121.9 69.5 60.0 80.0 10.0 70.0 31.8 60.8 56.1 sa.b
F. Total Oieburebenls (C*D#E) 325.2 147.1 508.1 350.2 254.0 39.6 2713. 309.8 S14.1 562.3 441.1 433.3 502.6 511.6 594.2 5681.2 575.4 130.4

REPAUh&MT8 .. 11

A. Public I, Publicly Guar. Lr 126.3 148.6 103.6 81.1 18.j 136.6 166.4 111.6 198.2 242.9 166.3 221.3 228.4 214.6 214 211.7 205.6 3ll.%
1. Official Crediters 41.1 131.9 62.4 80.9 127.6 131.8 162.1 106.0 13.0 235.6 181.3 21S.1 225.1 212.3 21 V 209.6 204.3 10.3

a) multilateral 1.2 12.1 11.3 60.6 13.3 110.1 116.9 81.2 92.4 110.4 123.6 144.6 160.1 162.6 15 152.0 152.S 142.t
olua IBID 2.6 11.7 17.9 18.6 22.1 18.1 20.9 25.3 22.3 22.6 22.6 22.4 22.9 19.8 14.. 13.3 11.6 0.3

IDA 0.3 1.0 3.0 1.1 1.2 1.4 1.6 1.1 6.2 6.2 2.4 2.4 3.0 4.3 6.3 8.4 10.1 13.0
b) Bilateral 33.0 63.3 21.1 20.1 56.3 21.1 45.6 24.6 90.6 125.4 31.1 13.1 65.0 49.1 54.7 51.9 $1.9 41.'4

2. Private Craditpre 65.2 12.1 11.2 6.8 31.2 6.8 1.8 1.6 15.1 1.0 5.0 $.6 3.3 2.3 2.0 1.9 1.3 1.1
A) Suppliers 26.8 5.0 4.8 2.4 3.0 4.4 3.6 4.1 8.4 1.0 3.2 3.2 1.0 0.3 0.0 0.0 0.0 0.0
b) Financial Harkets. 46.6 3.9 1.3 2.3 21.9 0.0 0.0 0.0 2.1 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.4

olua Financial Inst. 41.7 3.0 0.5 1.2 2S.0 0.0 0.0 0.0 3.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.b
londs 0.9 0.9 0.9 0.9 0.9 0.0 0.0 0.0 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.

c) Export Credit 1.9 3,8 5.0 2.4 2.2 2.4 1.9 0.6 4.6 1.4 I.A 1.6 1.1 1.4 1.4 1.3 0.1 0.1
B. Private Non-Guarenteed LI 19.0 25.8 0.0 0.0 0.0 0.0 24.0 25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 G.b
C. Total LT Repaymente (Ail) 145.3 114.4 103.6 6. 156.1 138.6 192.4 136.6 396.2 242.9 106.1 221.3 228.4 214.6 214.0 211.1 205.6 191.4
9. IMF lepurchases 0.0 23.5 36.2 34.5 48.9 6.3 42.0 46.0 36.4 26.1 14.3 23.6 29.9 33.3 43.2 33.1 24.4 12.b
E. Total LT Repay 4 IMF &epurchases 145.3 19).9 141.6 122.2 207.6 144.9 234.4 112.6 234.6 213.0 200.6 244.9 216.3 241.9 255.2 245.4 230.0 203.%1

1/ 1960 - 199, rincipal paid only.
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CSP Table Its External Debt - Interest and DOD

(US$ millions at Current Prices)

-------------------------- I Actual )------------------------- ----------------------------------- Projected -----------------------------

1980 19&$ 198 1951 1988 l99 1990 1991 1992 1993 1914 1995 1996 1991 199 1999 2000 2001

INTERisr .. t,
-------- &-------------

A. Public & Publicly Cuar. LT 183.6 99.? 53.1 1.6 96.6 93.3 118.5 101.0 136.3 130.7 163.5 161.6 156.9 311.5 16 119.3 194.8 210.9

1. Official Creditors 42.2 11.1 $0.2 73.0 91.1 16.1 114.1 104.4 133.0 111.0 160.2 138.9 I1.? 114.9 164 117.1 192.1 208.9

a) Multilateral 2k.2 31.9 41.2 51.4 61.1 61.7 89.0 14.5 S5.5 92.6 98.1 98.9 98.8 91.5 104 113.7 124.6 136.3

olue logo 10.5 15.6 19.6 20.2 19.8 11.9 I1.3 16.3 13.6 11.8 9.9 , 6.1 4.2 4.4 0 1.6 0.1 0.0
IDA 0.5 0.6 0.1 1.2 1.1 2.0 2.5 3.0 3.1 4.2 4.6 5.2 5.9 8.6 1.9 5.4 $.1

b) Bilateral 231.0 41.2 1.0 21.6 30.6 20.5 41.1 29.9 47.8 64.2 82.1 59.6 11.0 S1.3 60.2 83.4 61.9 712.6

2. Private Creditors 121.6 22.6 3.3 3.6 4.9 1.2 2.4 2.6 1.2 3.6 3.3 3.0 3.2 2.1 2.3 2.2 2.1 2.1

a) Suppliers 13.2 0.6 1.1 0.8 0.6 2.0 1.6 1.2 1.4 0.6 0.5 0.3 0.1 0.2 0.0 0.0 0.0 0.0

b) financial Markets 98.2 1.4 1.2 1.9 3.5 0.0 0.6 0.9 1.4 1.0 0.9 0.9 0.9 0.9 0.9 0.6 0.8 6.5
olsa Financial Inet. 94.8 0.3 0.1 0.0 1.7 0.0 0.6 0.9 0.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

lond* 3.4 1.1 1.1 1.9 1.9 0.0 0.0 0.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.8 0.0 0.8

c) Export Credit 10.2 30.6 0.9 1.0 0.8 3.2 0.2 0.6 2.2 2.0 1.9 1.6 1.1 1.6 1.3 1.4 1.3 1.3

j. Private Non-Cuaranteed LT 9.4 51.1 43.0 0.0 0.0 0.0 14.0 12.0 36.2 36.9 31.9 35.6 39.4 40.2 41.0 41.8 40.0 6.0

C. Total LT Interest (AtS) 173.2 111.2 98.3 18.6 98.6 93.3 130.$ 119.0 1714.5 191. 201.4 200.4 196.3 191.1 205.0 221.1 234.6 216.9

D. iHf Service Chkrg.* 2.1 5.4 4.3 6.6 8.1 14.1 16.0 13.3 5.0 5.0 4.0 3.9 3.1 3.8 3.3 3.2 3.1 J.0 Li

g. Interest Paid on ST Debt 44.5 5.0 6.2 15.5 16.2 20.2 14.0 10.0 11.6 19.2 21.0 29.9 32.9 36.0 39.8 42.1 47.3 44.0

F. Total Interest Paid (CaD#E) 220.2 161.6 109.0 100.9 121.3 128.2 380.5 142.3 202.1 221.8 232.4 234.2 232.9 231.3 230.9 261.0 265.2 2).9

DEBT OUTSTANDING & DISS (DOD)

A. Public A Publicly Guar. LT 2181.8 3111.4 4070.2 4621.3 4139.8 3428.8 3681.4 3S23.4 3812.9 363.3 3533.1 3985.0 419.2 441&.2 4178.8 5081.5 1360.1 1660.4

1. Official Creditore 1095.8 2082.8 2749.6 3504.5 3610.0 3078.4 3356.3 3118.9 3385.2 3160.1 3164.3 3901.5 4109.0 4391.3 4122.9 5033.4 1321.4 5629.1

a) multilateral 441.2 124.1 943.1 104. 13291.4 1440.0 1192.4 1113.1 186.3 2091.2 2233.3 2331.3 2480.9 2665.1 2811.4 3061.9 3232.1 3398.8

alus IBID 175.3 201.0 234.1 270.3 221.9 199.2 193.1 11.9 149.8 126.6 104.2 83.8 58.9 39.1 23.1 11.9 0.3 0.0

IDA 63.8 94.4 91.4 141.0 249.3 324.9 393.3 443.2 501.4 513.2 S11.6 149.6 844.4 925.2 999.6 1055.1 1058.8 1100.0

b) Bilateral 8448. 1363.8 1608.2 2399.6 2318.6 1638.4 163.9 1500.9 1463.9 1469.3 3133.0 1164.2 1626.1 1133.2 3613.5 1911.6 2094.1 2232.9

2. Private Cgeditore 3051.7 1423.6 1320.6 1116.8 529.8 310.4 325.2 304.5 261.1 73.3 68.6 83.5 60.2 31.9 5.9 54.0 52.1 56.9

a) Suppliere 332.8 110.0 8.9 68.4 5.4 . 40.9 42.1 26.3 11.1 13.6 30.1 1.3 6.3 6.0 . 8.0 8.0 6.0 6.0

b) financial Markets 681.5 939.2 931.8 931.1 421.2 268.8 248.3 244.1 241.9 33.1 33.3 32.1 32.1 31.1 30.9 30.2 29.6 21.1

obau Financial inst. 609.0 903.6 895.1 919.6 392.2 233.6 213.3 209.1 209.9 1.1 2.3 2.6 2.6 2.8 2.8 2.6 2.8 2.1
Bogds 73.4 31.1 36.6 35.9 31.0 315.0 33.0 315.0 32.0 31.4 30.1 30.1 29.5 26.9 28.3 21.1 21.1 26.4

c) Export Credit 251.5 374.4 302.9 14.1 47.2 40.9 34.8 33.8 27.7 28.6 23.3 23.1 21.8 20.4 19.1 1.6 13.1 16.4

B. Private Non-Guaranteed LT 92.0 111.0 555.0 200.0 200.0 200.0 171.0 332.0 152.0 152.0 12.0 12.0 12.0 152.0 152.0 12.0 152.0 152.0

C. Total LT Debt (AtS) 2213.6 406.4 4215.2 4621.3 4339.8 3626.8 380.4 3875.4 3804.9 36015. 3995.1 4111.0 4323.2 4608.2 4930.6 3239.1 532.3 5832.4

D. Use of IF Credit 126.3 52.2 192.3 31.1 206.8 237.0 256.6 241.8 215.8 246.2 23.9 200.3 116.4 145.1 103.9 70.2 4S.8 33.8

E. Short-Teru Debt 300.0 86.1 117.3 829.2 312.6 214.9 14.0 151.0 126.2 21.1 291.1 311.1 447.7 $17.1 S11.3 836.1 892.2 750.2

F. Total External Debt (C*DtE) 2699.9 4604.1 $114. 5836.2 4901.2 4120.1 4269.2 4012.2 4185.1 4269.1 4$14.1 4103.0 4941.3 S213.0 5610.0 1943.8 6210.1 6616.4

ki 3960-1991. on cash balta.
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. , Table 121 External Debt - Not Disbursement L OarFent Distribution of DOD

-- At -------------------------------------------------- ( rjce ---------------------------

---------.----------------- ( Actual ) ------------------------- ------------------------------------( Projected I ------------------------------

1980 1985 1986 1987 1918 199 1990 1991 1992 1993 l99k 1995 1996 1997 1998 1999 2000 2001

HEr DUSIUsUIEITS ..I1

A. Public L Publicly Guar. LT 314.5 -11.6 224.8 169.4 174.9 243.1 131.3 175.3 144.5 211.31 1)13.9 204.2 286.9 322.6 101.1 311.7 300.$

I. Official Creditors 153.8 -1.1 229.3 151.4 206.1 244.6 120.0 166.2 151.4 21$.9 13.1! 131.3 201.5 299.2 324.6 130.6 J11.0 302.1

al Multilateral 100.5 0.1 111.9 93.6 186.2 166.9 91.4 335.@ 163.2 209.9 142.1 104.1 143.5 184.2 206.3 190.4 191.9 163.9

IPA 1.5 0.1 3.0 40.3 110.4 11.4 41.1 46.2 58.1 11.8 84.4 91.0 95.8 680.6 4.4 53.5 54.5 11.4

16.D 70.0 -1.2 -14.6 -16.6 -22.1 -16.1 -20.9 -25.3 -22.1 -22.6 -22.1 -22.4 -22.9 -19.8 -14.0 -13.3 -11.6 -0.3

b) Bilateral 53.2 -3.6 51.4 51.6 19.9 11.9 40.6 50.4 -1.6 6.0 41 13.2 64.0 105.0 118.3 120.1 113.1 1318.

2. Private Creditore 160.1 -10.4 -4.5 16.2 -31.2 -1.1 3.3 9.1 -10.9 -4.1 -4.' -5.3 .1.3 -2.3 -2.0 -3.9 -3.3 -1.1

41 Suppliers -6.9 -4.2 1.9 -2.4 -3.0 -2.* $.2 -2.3 -1.2 -4.5 -3A -3.2 -3.0 -0.3 0.0 0.0 0.0 0.0

b) financial Markets 9.2 -3.9 -1.3 22.9 -25.9 0.0 0.0 6.6 0.3 1.0 0.0 -0.3 -0.6 -0.6 -0.6 -0.6 -0.4 -0.6

slur financial inst. 10.1 -3.0 -0.5 23.8 -23.0 0.0 0.0 6.6 0.9 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 -0.5

tonds -0.9 -0.9 -0.9 -0.9 -0.9 0.0 0.0 0.0 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.4

a) Export Credit 16.4 -2.3 -5.0 -2.4 -2.2 1.2 -1.9 4.7 -4.0 -1.1 -3.3 -1.6 -1.1 -1.4 -1.4 -1.3 -0.7 -0.1

1. Private Non-Guaranteed LT -3.0 -25.6 0.0 0.0 0.0 0.0 -24.0 -25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.6

C. Total LT Disbursements (ktp) 313.5 -31.4 224.8 169.4 114.9 243.1 10).] 150.3 144.5 211.3 179.1 131.9 204.2 286.9 322.6 308.7 313.1 300.8

0. IMP Purchases 96.4 -23.5 96.5 -34.5 42.4 50.6 -11.2 -1$.0 13.9 -9.4 -14. -23.6 -29.9 -33.3 -43.2 -33.1 -24.4 -12.0

E. Net Short-Teru Capital -226.0 10.0 45.0 93.0 -11.0 -40.0 -51.0 -6.0 121.9 89.5 80.0 80.0 10.0 10.0 37.6 60.6 56.1 58.4
F. Total Disbureements (C*D#E) 179.9 -50.9 366.3 226.1 46.3 253.1 39.1 121.3 280.2 291.4 245.0 186.3 244.3 323.6 339.0 135.8 345.4 344.4

PERCENT DISTRIBUTION Or DOD

A. Public & Publicly Guar. LT 60.6 13.1 73.0 79.2 64.5 83.2 96.2 84.5 81.2 85.6 84.1 94.3 i4.3 64.5 65.2 85.6 81.6 85.9

1. Official Creditors 40.6 43.5 49.3 60.0 13.1 14.1 16.6 19.0 80.3 83.9 63.4 83.0 I3 83.4 64.2 64.1 85.0 81.1

a) Multilateral 16.6 35.1 16.9 18.9 26.3 34.9 31.3 42.2 44.9 49.0 49.A 49.7 50.1 30.6 53.2 St.5 51.4 31.1

olus 1611 4.5 4.3 4.2 4.6 4.1 4.8 4.5 4.2 3.6 3.0 2.1 1.1 1.1 0.1 0.4 0.2 0.0 0.6
IDA 2.4 2.0 1.7 2.4 $.1 2.9 9.2 10.9 12.0 13.4 14.9 13.9 11.1 11.6 11.6 31.1 11.4 16.4

b) Bilateral 24.0 28.4 32.4 41.1 47.3 39.6 41.3 36.9 35.4 34.9 33.f 33.3 32.9 32.9 33.0 33.2 31.4 33.1

2. Private Creditors 40.2 29.6 23.1 19.1 10.6 8.5 1.4 7.5 6.9 3.1 3.5 1.4 3.2 1.1 1.0 0.9 0.8 0.6

a) Suppliaes 5.1 2.3 1.5 3.1 1.3 1.0 1.0 0.6 0.4 0.3 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1

b) financial larkets 25.2 39.1 16.7 16.4 8.7 6.5 5.8 6.0 5.6 0.6 0.A 0.7 0.6 0.6 0.6 0.5 0.5 0.4

olwa financial Int. 22.5 18.6 16.1 15.6 8.0 5.1 5.0 3.1 5.0 0.0 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0

boods 2.1 0.8 0.7 0.6 0.1 0.8 0.8 0.9 0.6 0.1 0.1 0.6 0.6 0.5 0.5 0.5 0.4 0.4

c) Export Credit 9.3 1.6 3.4 1.3 1.0 1.0 0.6 0.8 0.7 0.6 0.4 0.5 0.4 0.4 0.3 0.3 0.3 0.2

8. Private Non-Guaranteed LT 1.4 11.6 10.0 3.4 4.1 4.9 4.1 3.1 3.6 3.4 3.4 3.2 1.1 2.9 2.1 2.6 2.4 2.1

C. Total LT Debt (AIl) 84.2 84.6 83.0 82.6 86.5 86.1 90.4 90.3 90.0 69.1 68.1 617.5 81.3 81.4 81 90.1 69.2 86.2

D. U4e of IMF Credit 4.1 1.7 1.4 1.2 4.3 5.8 6.0 5.9 4.1 5.6 5.1 4.4 1.6 2.6 3.2 0.1 0.3

t. Short-Term Debt 11.1 11.1 13.6 14.2 1.2 6.2 3.6 3.6 3.1 5.1 6.6 8.0 0.0 9.8 1 10.1 33.0 11.1
F. Total External Debt (CtD*E? 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 300.0 100.3 100.0 10i.0 100.0 10 140.0 100.0 100.0
..-......... 4 ..... ... . .. . .. . . .. . .. . . . . .. ..----------------------------------------------------------------------------------- - --------------- -------------.-..... .

II 1980 - 3991, an cash baest. 1.
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Table 33 311D and IDA Debt Indicators
--------------------------------------.-r -----------

-------------------------------- - Actual )----------------------------- -------------------------------------- Irojet- I----------------------------------

190 1985 l9s 1967 1915 1969 1990 1991 1992 1993 1994 lIS 1996 1991 1998 1999 20% 2001

IIID

Disbursemente 72.5 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Repaymente .2.6 11.1 31.9 16.6 22.1 11.1 20.9 25.3 22.3 22.6 22.5 22.4 22.9 19.6 14.0 13.3 11.5 0.3

Interest 10. 15.4 19.6 20.2 19.6 17.9 11.3 1.3 13.6 31.6 9.9 6.1 6.2 4.4 2.9 .$ 0.) 0.0

Stock 115.3 201.0 234.7 210.1 221.9 199.2 193.7 131.9 149.6 121.6 104.2 61.6 58.9 39.1 2M.I 11.9 0.3 0.0

IDA

Dibursemente 1.8 1.7 4.0 41.3 333.1 16.6 46.1 41.9 56.4 80.0 ass 93.4 95.5 44.9 60.17 41.9 5.0 24.3

Repaymente 0.3 1.0 1.0 1.1 1.2 1.4 3.5 1.1 5.2 8.2 2.4 2.4 3.0 4.1 6.3 5.4 10.1 13.0

Interest 0.1 0.0 0.1 1.2 1.1 2.0 2.5 3.0 3.7 4.2 4.5 5.2 1.9 5.6 7.1 1.9 5.4 6.6

Stock 63.8 94.4 97.4 141.0 249.3 324.9 393.3 443.2 101.4 573.2 51.6 146.6 144.4 925.2 999.6 1055.1 1656.6 1100.0
IB. L IDA

Diebursemente 14.4 12.2 7.3 43.2 111.5 7.5 46.7 41.9 46.4 80.0 16.6 93.4 95.6 64.9 80.1 63.9 65.0 24.S

Rapaymente 2.9 12.1 36.9 19.6 23.5 20.3 22.1 21.0 30.1 31.0 21.0 24.6 25.9 23.9 20.3 23.) 22.0 13.3
Net Diebursement 71.5 -0.3 -11.6 23.6 7.1 56.7 25.2 20.8 31.8 49.0 61.6 1.6 72.9 51.0 60.4 42.2 41.0 11.2

Interest 10.9 14.4 20.4 21.3 23.1 19.9 11.6 19.2 11.3 15.9 14.5 1.3 12.3 It 0 10.2 9.1 6.1 S.8

Net Flow 50.5 -15.6 -32.0 2.3 6.2 36.8 s.4 1.5 16.1 33.1 41.3 is.$ 60.6 3 50.2 32.1 34 2.4

Stock 239.1 301.4 332.3 411.1 411.3 124.0 51.0 415.2 651.0 100.0 1.6 530.4 903.3 94 1024.1 1066.9 1096.6 1100.0

IBiD I IDA Debt Service
-------------------

Total In 0111 13.5 29.3 39.3 40.9 45.3 40.0 40.3 44.3 41.4 47.0 39.S 38.1 35.0 34.6 30.5 33.1 2.A 22.1

As Percent of Export of CIS 1.3 3.9 5.1 5.1 6.5 4.5 4.0 4.9 5.5 5.1 3.9 3.5 3.2 2.1 2.2 2.2 3.A 1.3

As Shore of GDP 0.3 0.6 3.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.1 0.6 0.5 0.5 0.4 0.4 0.3 0.2

As Sliare of Total Debt Service i 3.6 5.6 12.3 1.1 9.4 9.4 7.6 9.1 6.0 5.2 1.9 6.9 1.0 6.1 5.6 5.8 5.3 4.1

As Share of PG Debt Service It 4.8 9.4 11.5 6.4 11.1 10.1 8.1 11.4 9.6 9.1 9.5 6.3 6.1 4.S 7.3 7.4 6.1 5.4

Ad Share of Multilateral Debt Service 46.8 26. 34.3 36.1 34.2 22.5 21.7 29.7 25.9 23.1 11.5 15.6 14.8 13.4 11.7 11.5 10.9 7.9

Prefared Creditore Debt Service

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

Preferad Debt Service in US$1 25.4 106.5 334.5 112.1 132.3 117.5 165.0 151.6 171.9 203.2 221.1 243.5 256.6 240.1 21.9 265.1 RII.I 279.1

ftref. Debt Serviceirp Debt Service P 9.6 31.0 $1.0 23.0 32.5 47.4 40.2 31.4 35.6 43.6 53.2 12.9 16.6 43.6 52.5 62.6 56.1 61.1

Total External Debt tddicatore
---------------------------------

Total DODIGDP 13.6 93.9 143.5 I33.4 110.6 91.4 94.9 41.1 19.3 75.1 71.6 16.2 11.0 14.3 713.6 12.( I1.5 69.9
Total Debt ServicelExport i3 14.9 55.0 44.4 63.9 49.9 44.1 11.1 54.3 10.9 52.6 49.6 31.2 46.1 40.6 39.6 31.2 34.1 26.5
Total Debt ServicatGOD Il 1.3 6.4 6.2 12.1 10.9 9.2 12.7 10.2 11.4 10.5 4.6 9.0 6.2 1.3 1.1 6.5 6.1 5.0

169.D A IDA Stock bf Debt
----------------- ------

As Sbare of Total External Debt 6.9 5.3 4.0 7.0 9.7 12.7 13.7 1.1 IS.$ 16.4 16.9 IM 16.3 i6.3 38.3 17.9 11.4 16.6
As Shp- -f Total Exports of G&S 22.9 40.9 45.3 51.6 9.3 56.5 59.0 65.3 16.9 16.4 115 jis4 15.6 , 15.1 13.0 13.0 69.5 66.5

It I debt service due but recebadulad by bilaterel creditors.



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: June 30, 1993

TO: FILES

FROM: F. Desmond McCarthy, cfmic Adviser, DPG

EXTENSION: 31362

SUBJECT: Bolivia - CSP - RVP Meeting

1. I attended the above meeting today chaired by Mr. Shahid

Husain. It was a brief meeting of about 30 minutes.

2. On the macro there was some concern. The new government is

expected to introduce revenue enhancing measures. The Region is

studying the fiscal impact of all fiscal reforms. The civil service

reform is expected to be financed by donors in the short term. The IMF

representative indicated that the section on risks might be expanded.

They felt that the lowcase scenario could be far worse than suggested.

It could lead to a contraction of the economy.

3. On land reform the Chair asked whether those appropriating the
lowlands would be checked? The Region felt that the program proposed

would be a good one for land reform; since over half the population were

poor the overall strategy was addressing poverty in a broader context;

hence the emphasis on education. They felt it might require as much as

twenty years.

4. An important issue, not addressed directly in this meeting,
was noted in the memo to Abe of June 28. If the privatization of the

hydrocarbon sector goes through then the government could loose as much

as 6 to percent of GDP in revenue. If the government intends to

maintain a level of expenditure similar to the present that they will

need much stronger action on the revenue enhancing side.

5. Further details will be given in the minutes of the meeting.

cc: Messrs. Ray, Chaudhri, Lav



THE WORLD BANK/IFC/MIGA

OFFICE MEMORANDUM

DATE: June 28, 1993

TO: Mr. Yoshiaki Abe, Director, LA3DR

THROUGH: Anandarup Ray, Acting Director, DPG

FROM: F. Desmond McCarthy, Economic Adviser, DPG

EXTENSION: 31362

SUBJECT: Bolivia CSP - RVP Meeting

We feel that this is an excellent CSP that highlights the many

difficulties faced by the Bank and the Bolivian authorities in a rather

difficult socio political situation. We would like to suggest the

following issues for discussion at the Regional loan committee.

1. Adiustment Lending. At the moment reserves are about 4

months of import cover. The export prospects in the projections do not

indicate any major shift. What is the case for adjustment lending?

2. Fiscal adjustment. What has been the quality of the

fiscal adjustment to date? One would expect that at this stage after

eight years of adjustment, most structural reforms should be in place.

What has been accomplished to date? Have the measures taken been only

the more politically expedient ones, and are they sustainable? Recent

problems with the IMF suggest that the macro situation is not

satisfactory. Before we give further quick-disbursing loans are we

confident that the fiscal policy is the best?

3. Overall lending program. How will the overall lending

program be linked to progress on policy reform? What specific actions

are envisaged in the hydrocarbon sector for the high case? For example,

what up-front actions are expected on price liberalization, public

investment levels? Is there a time table for actions? Since the
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privatization of the hydrocarbon sector will result in a significant

loss of government revenue, what compensatory measures are envisaged?

cc: Messrs. Husain, Edwards, de Tray, Fretes-Cibils



THE WORLD BANK / IFC / M.I.G.A.

OFFICE MEMORANDUM

DATE: June 14, 1993

TO: D' ibution Below

FROM: yrna Alexander, Sr. Operations Adviser, LAC

EXTENSION: 33262

SUBJECT: BOLIVIA: Country StrategyPaper -iRVP Review

A Meeting, to be chaired by Mr. Husain to review the above paper,
issued under cover of Mr. Abe's memorandum dated June 8, 1993, will be
held on Tuesday, June 29, 1993 at 4:00 p.m. in Room 1-8004.

Distribution:

Messrs./Mesdames. Regional Loan Committee:
Husain (LACVP), Aiyer (LATDR), Edwards, Fleisig (LACCE),

Rodriguez (LACSA), Sierra (LATSO), Steckhan (LAlDR), Segura
(LA2DR), Loh (LA4DR), Gregory (LACCA), Abe (LA3DR), Collell
(LEGLA)

Outside the Region:
Kashiwaya (CFSVP), Rao (DECVP), Choksi (HROVP), Rischard
(FPDVP), Serageldin (ESDVP), Linn (FPRVP), Shihata (LEGVP),
Einhorn (TREVP), Eccles (CTRVP), Picciotto (DGO), Thahane
(SECVP), Alisbah (PAAVP), Ryrie (CEXVP), Paul (CLADR),
Lupberg (CLAD), Hartigan (MIGPA), Brenner (IMF)

Inside the Region:
Garcia-Zamor, Vasiliades (LA3DR), de Tray, Morrow, Iwase,
Fretes-Cibils, Bateman, Mubarak (LA3C1), Challa, Saez, Dorfman,
Goldmark, Megateli, Barham, Rajasingham (LA3TF), van der Gaag,
Corbett, Schneidman, Lashman (LA3HR), Coll (LA4HR); Krafft,
Ferrer, Girardot-Berg, Wholey (LA3AG), Ludwig, Brizzi, Alonso-
Biarge, Menendez, Ramani (LA3IN), Remy (IENIM), Chaudhry,
Tobelem, Malik (LATPS), Mahar, Hazelton (LATEN) Molares
(LEG), Formoso (LOAEL), Bernard, Ruderfer (LA3BO)

cc: LAC Information Center
DC



,MLWRLD BANK / IFC / M.I.G.A.

OFFICE MEMORANDUM RECEIVED

9 3 JUN - 8 PH ;I1: 14
DATE: June 8, 1993

SF F1 C E C, T7 E V.V-P.
TO: Mr. Ping-Cheung, Loh, Acting Vice President, LAC L A C R EGION

FROM: Krishna Challa, Acting Director, LA3

EXTENSION: 30049

SUBJECT: BOLIVIA: Country Strategy Paper (CSP)

1. Attached please find the draft Bolivia Country Strategy Paper. It
incorporates comments received during a Working Level review meeting held on
May 25, 1993, including suggestions from the Chief Economist's office. We would
like to request a regional meeting to review the CSP at your earliest convenience.

2. We propose for Bolivia an ambitious high-growth strategy based on a
series of second-generation adjustment reforms aimed at redefining and refining the
role of thhstate- The strategy builds on the fact that Bolivia'snext government, to
take power in August of this year, will have a unique window of opportunity to
accelerate remaining structural reforms. If implemented quickly and successfully
these reforms will increase private sector investment, raise growth rates and free
fiscal resources for increased public investment in the social sectors.

3. We recommend a lending program of US$400 million for FY94-98,
which is consistent with Bolivia's IDA allocation for FY94-96. To aggressively
support reforms, the program is front-loaded, with most of its core, consisting of
operations directed at structural reform in the major public enterprises, the civil
service, the judiciary and the education sector, to be committed over the next two
fiscal years.

4. . In reviewing the CSP, management may wish to consider the following
implications of the proposed strategy. If the next government is committed to
decisive action early in its administration, we may need to advance some of the FY95
projecsito FY97,iesuttin niigher demand for both IDA and staff resources.
If, however, execution of the reform program is delayed or derailed, the lending
program would need to be reduced to concentrate on investments in social and
economic infrastructure.

Attachment

cc: Messrs./Mmes. Regional Loan Committee:
Husain (o/r), Edwards, Fleisig (LACCE); Gregory (LACCA); Alexander
(LATSO); Rodriguez (LACSA); Sierra (LATSO); Steckhan (LAlDR); Segura
(LA2DR); Abe (LA3DR) (o/r); Loh (LA4DR); Aiyer (LATDR); Collell
(LEGLA)
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Outside the Region:
Kashiwaya (CFSVP); Rao (DECVP); Choksi (HROVP); Rischard (FPDVP);
Serageldin (ESDVP); Linn (FPRVP); Shihata (LEGVP); Einhorn (TREVP);
Eccles (CTRVP); Picciotto (DGO); Thahane (SECVP); Alisbah (PAAVP);
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Executive Summary

An ambitious strategy:
Take advantage of the opportunity provided by the new Government to
complete major economic and social reforms to accelerate growth and

reduce poverty.

Social and political consensus in gram is front-loaded, with 70% of the over-
Bolivia supports the current economic model all program consisting of operations directed
and the need for additional reforms more at structural reform in the major public
strongly now than at any time in the past enterprises, the civil service, the judicia-y

- eight years. This consensus will give the and the education sector, to be committed
next government, which will come to power overfhenext twotfical years. The remain-
in August 1993, a solid foundation from der of the program would emphasize pro-
which to dismantle remaining barriers to jects that directly reduce poverty or mitigate
investment, growth and poverty reduction. the consequences of being poor (21%) and
The leading edge of this attack should be a strengthen natural resource management
series of second-generation adjustment capacity (9%) to ensure sustainable growth
reforms that will redefine and refine the role for future generations of Bolivians.
of the state. If properly implemented, these
reforms would: unbind the productive and Government commitment to the
export potential of Bolivia's natural resourc- above reform proram, although_probable,
es by eliminating monopolistic roles of state is not guaranteed, and strong .opposition-
enterprises, establishing an appropriate fr-5miiffeted interest groups could delay or
legislative and institutional framework and derail its execution. In this event, the
improving transport; strengthen the core liding program would be reduced to con-
public institutions of the civil service and centrate on investments in social and eco-
judiciary; and broaden access to good quali- nomic infrastructure, as well as those reform
ty basic education. Bolivia would then have areas where it may still be possible to pro-
the growth and the government needed to ceed. Important earl indicators of govern-
aggressively attack its stubborn and perva- ment commitment ill be the actions it takes
sive poverty. to reform and re re YPFB, the state

enterprise which ominamtes iydr arbons
The lending program for FY94-98 is sector, and the ake-up of the new cabinet,

designed to take advantage of the upcoming especially e e aid-edcation minis-
window of opportunity and aggressively tries.
support these reforms. To do so, the pro-

June 8, 1993
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I. The Point of it all:
Reducing Poverty

1. By any reasonable standard, most being developed (an Integrated Child Devel-
Bolivians are poor. They are poor in terms opment Project, for example). In all cases,
of income: per capita GDP is less than the success of these programs depends
$750 and not equitably distributed. They critically on the Government's ability to
are poor as well in terms of basic necessi- improve the efficiency of its own operations
ties: half or more of the population lacks and its targeting of scarce public resources
access to clean water, adequate sanitation for social needs. An essential first step is a
and basic health. care; the coverage and program that maximizes the substitution of
especially the quality of public education are private capital for public capital in all areas
low and deteriorating. The consequences where such substitution is possible and uses
are: an infant mortality rate (92 per 1,000 the fiscal space thus created for increased
live births) nearly double the regional aver- social sector investments.
age and a population more than half of
which is functionally illiterate. Standards of 3. The arrival of a new government in
living for most Bolivians will rise only August 1993 manique opporu-
through a significant acceleration in, and nity toBliT1aand to the Bank to shortenI
equitable distribution of, economic growth the country's development path. A strong,
and a significant improvement iii levels and reform-minded government can accelerate
quality of social services. The strategy economic growth by fostering private sector
outlined in this paper represents a practical, investment while withdrawing the state from
sustainablenimeans of achieving these two the major productive sectors and strengthen-
fundamental goals of development as quickly ing its capacity to make policy, to regulate
as possible. The cornerstones of this strate- and to enforce laws. These reforms offer
gy are a series of second-generation reforms the best hope of unleashing the country's in-
that will restructure and redirect the role of come-generating potential from its natural
state and a reform of the country's education resource base and freeing up public sector
system that will give all Bolivians access to resources to fund much-expanded programs
good quality basic education. in education and health to the benefit of all

Bolivians.
2. Most Bolivians are poor, but some
are much poorer than others. The strategy
developed here recognizes that in the near II. The Foundation
term, the Government must also direct its
efforts toward increasing access to basic 4. Bolivia launched and sustained pro-
social services (education, health care, water found political and economic reform in the
and sanitation, nutrition intervention) for the last 11 years. During this period, democrat-
country's most vulnerable groups, especially ic institutions succeeded in replacing a
women and children. In some cases mecha- violent and unpredictable political environ-
nisms to further this goal already exist ment, and economic reform brought stability
(Bolivia's Social Investment Fund, for and modest growth. Bolivia nevertheless
example); in others new mechanisms are remains a country of untapped potential, yet

Bolivia CSP June 8, 1993
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Fig. 1: Positive Results
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to take advantage of its generous endow- (see Figure 1). Despite these positive signs,
ments in land, mineral and hydrocarbon the economic system remains fragile (see
resources. The dominant economic role of Figure 2). Declining terms of trade and
the state, coupled with the weakness of its rising import volume weakened the balance
institutions, shackles growth. In addition, of payments position during the last five
strong disparities in education and economic years, and the currentaccount deficit wid-
opportunity continue to separate the white ened from 8.5% to 14%-of~TGDP between
and mestizo elite from the indigenous major- 1989 and 1992. The most serious problems
ity. were drops in tin and natural gas prices,

mitigated only slightyrby roWustgrowth in
Economic Reform and Performance nontraditional exports (gold, zinc, soya,

timber and miniu Afactured goods) and pjrtL
5. One of the Latin American pioneers offset by illegal coca exporjg,(the value-
in free market-based reform, Bolivia has added of coca production retained in Bolivia
gained solid economic ground during the is estimated to have been about 2% of GDP
past eight years. Inflation fell from strato- in 1991). The deficit of the nonfinancial
spheric levels in 1985 to about 12% in public sector increased from 3.6% of GDP
1992, and growth accelerated gradually to during 1991 to 4.6% of GDP in 1992,
close to 4% annually in the last two years exceeding the agreedtarget with the IMF

Bolivia CSP June 8, 1993
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Fig. 2: But Some Remaining Problems
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~funder a fourth-yar ESAF by 1 % of GDP. 6. Although there are encouraging signs
The increase was due to nearly equal accel- of increased private sector confidence, such
eration in both capital and current (mainly as the rapid increase in bank deposits, the
wages and salaries) expenditures. Public private investment rate remains low (about
sector savings have improved, but remain 6% of GDP in 1992), even relative to his-

quite low (3% of GDP in 1992), especially torical levels. There are several reasons for
given that the main productive and infras- this cautious response. Perhaps most impor-
tructural sectors are still dominated by the tantly, state enterprises continue to play a
state. The benefits of tax reform have been monopolistic role in the two most important
constrained by slow improvements in tax productive sectors, mining and hydrocar-
administration, and YPFB, the state-owned bons. Inraddition, the Government's attitude
enterprise which controls the hydrocarbons towadnicrse rlefrrvtene-
sector, still accounts for about half of toa ~tors has been ambivalent, as demonstrated
government revenues, pii is heavily by th alr ftengtiations for private

dependent on concessional _xenladto lithium development and by persistent delays
finance its fiscal and balance of payments inithe negotiations of joint venture~for state-

gaps and remains vulnerable to adverse owned mining properties.
devyelopments in a small number of markets -
and commodities.
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7. Systemic problems also affect Boliv- its third peaceful democratic transition.
ia's attractiveness to investors. An archaic There is no clear front-runner so the next
and poorly functionlegal/judicial system administration will albe anoer
creates an unpredictable environment and coalition of two or more parties. As in the
adds to perceived risk. Weak and some- current administration, difficulties in the
times corrupt public institutions at national internal relations of the coalition may slow
and municipal levels increase the cost of decision making. But regardless of which
doing business through cumbersome regula- political parties form the government that
tions and procedures. For those of wealth will take office in August, the new adminis-
or political clout, these barriers are easily tration should have a clear mandate for
surmounted; for the average Bolivian, they economic and social reform and, conse-
lower the returns to entrepreneurship, to quently,shouldhave a unique opportunity
risk-taking, to hard work. The result is for a concerted attack on the remaining
growth that benefits mainly the rch and barriers to investment and growth.
worsens income distribution. Legal aid
iffsitutional reforms are needed to level the
playing field not only between the public II. The Economic and Social
and private sectors, but also between large- Agenda
scale and small-scale entrepreneurs within
the private sector. Such reforms are essen- 10. Bolivia's most seriuos chal-
tial for a private-sector-led strategy that both lenge in its efforts to reduce poverty over
raises growth and improves equity. the next five years is to remove the remain-

ing barriers to investment and growth by
A New Political Consensus redefining the role of th--Ite, through a set

of second-generation structural reforms
8. Difficulties in reaching agreement, which wilThobth reduce the size of govern-
both within the Government coalition and in ment and strengthen its capacity. The
the larger society, delayed the progress of rationalization of the Government's role will
economic reform during the past four years. give Bolivia its best chance for sustaining
In the last 18 months, however, a pragmatic economic growth at about4% over the next
consensus among the major political parties three to four years. It will also provide the
has emerged concerning the need to reduce foundation for accelerating economic growth
and rationalize the role of the state and to to about 5 % over the medium term and for
move the social agenda forward. This generating the resources necessary to in-
agreement appears to be the consequence of crease the welfare and productivity of its
the perceived success of the neoliberal human capital.
model, the positive examples of Chile and
Mexico and the negative one of Peru, and 11. There are three critical areas of
recent developments in the former eastern reform necessary to transform Bolivia's
bloc. This consensus is reflected in formal economy and accelerate development (see
multipatisan agreements as well as the Box 1). First, the country needs to unbind
similarity among the platforms of the major the productive and export potential of its
parties. most important natural resources--hydro-

9. With elections scheduled for June carbons, minerals and land--by eliminating

1993, Bolivia is currently looking forward to monopolistic roles for state enterprises,

Bolivia CSP June 8, 1993
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providing a legal and institutional frame- Box 2: Natural Resource Management
work which supports private investment and
improvement of key economic infrastruc-
ture, all within a policy context which Bolivia's growth prospects over the next decade
proes allwthilng-termlsustanabity oh are rooted in its natural resource management.
promotes the long-term sustainability of Unless rational management of these resources is
natural resources (see Box 2). Second, the assured, the country will not be able to maintain
country needs to strengthen essential public sustained growth. This is particularly true for

institutions which define and enforce policy land and forest resources, where the existing

by implementing such programs as the civil policies and institutional framework do not pro-

service and legal/judicial reforms. Finally, vide for optimal use. Other environmental prob-
lems, such as industrial and mining pollution of

it must take action to address a major cause rivers, exacerbate the impact of poverty. Fortu-
of the country's deep-seated poverty by nately, because of its low population density,
providing broad access to and improving Bolivia's environmental problems are less intracta-

the quality of basic education. ble than those in many countries. Last year, the
Government passed a framework environmental
law and established two environmental agencies
with normative and executive functions (SENMA

Box 1: The Three Critical Areas of and FONAMA). The next task is to develop the

Reform regulatory framework, enforcement procedures,

* Unbind the potential of the productive and coordination mechanisms which will make

sectors . environmental policy operational.

-Hydrocarbons restructuring
-Reform of COMIBOL sector and the current pricing, legal and
-Land tenure reform regulatory frameworks effectively inhibit

-Improve economic infrastructure private investment and competition. Limited
prospects for participation in the sector are

* Strengthen essential public institutions constraining private sector interest in invest-
-Civil service reform ing in the construction of a gas pipeline to
-Legal and judicial reform Sao Paolo, Brazil (see Box 3). In order to
Provide b access to increase proven reserves and minimize

ibroad quality basi government outlays in the sector, the new
education government will need to take legislative

action to: (a) eliminate YPFB's monopoly;
(b) liberalize markets for import, export and
domestic sale of hydrocarbon products; (c)

Hydrocarbons introduce a new tax regime for petroleum
products which restores price transparency

12. The oil and gas industry represented and stimulates competition in downstream
50% of Government revenues, 25% of operations; (d) deregulate petroleum prices;
public investment and 25% of exports in (e) introduce more flexibility in contractual
1990. With potential reserves estimated at arrangements for private exploration and
the equivalent of 4.8 billion barrels of oil or production; and (f) establish an independent
4 times the already discovered volume, the regulatory agency for the sector. Given the
sector has strong potential for attracting importance of revenues from this sector,
foreign direct investment and increasing these changes (in particular those related to
exports. Although private entry is theoreti- the deregulation of prices and taxation
cally permitted, YPFB's dominance in the levels) will need to be designed so that they

Bolivia CSP June 8, 1993
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are either revenue neutral or increase the The program reduced employment by some
flow of resources to the Treasury. 27,000 workers, but progress on measures

to enable concessions and joint ventures with

Box 3: The Gas Export Project private sector partners for COMIBOL prop-

The construction of a gas pipeline to Brazil has erties has been slow, mainly because of

been a Bolivian dream for twenty years. The steadfast union opposition. Finally, in the
most recent phase of discussion of the project second half of 1992, the Government reor-
began about 18 months ago, when the burgeoning ganized COMIBOL as a small holding
industrial region of Sao Paolo became interested in company for minority government shares in
gas as a cheaper and environmentally more attrac- joint venture operations, contracted intera-
tive fuel than the thermal alternatives in use int.
Brazil. Earlier this year, YPFB signed a frame- tional consultants to design a transition

work agreement with PETROBRAS providing for strategy and began to negotiate joint ven-

the sale of 8 million cubic meters a day, increas- tures on three properties put up for bid some
ing over seven years to 15 million, at a wellhead 18 months earlier. The stage is now set for
price of 90 cents per million BTU. The project the new Government to proceed rapidly with
would require construction of a 28" or 30" pipe- restructuring: dismantling COMIBOL along
line, about 1,900 km long, from Santa Cruz to
Sao Paolo. The pipeline would open a market in the lines already initiated; reviewing mining
Brazil potentially 2% times the size of Bolivia's legislation and regulations to improve the

current export volume. The signatories have a environment for private investment; and
period of 18 months to identify financing for the strengthening the Ministry of Mining to
pipeline, which is estimated to cost in total $1.5 administer mineral concessions more effec-
billion. This project, if successful, would allow tively
Bolivia to recover from the collapse of gas exports '
to Argentina, and would provide a substantial
market for new gas production. Land Management

14. The insecurity and injustice of land
management and tenure in Bolivia have far-
reaching negative economic, social and
environmental consequences. The land

Mining tenure reform is perhaps the single most
important element for the rural poor in

13. Bolivia has traditionally been a generating employment and income. The

mining country and still has substantial legal and institutional framework needs to be

unexplored and unexploited potential for reexamined and adapted to current needs.

gold, zinc, antimony, tin, and other miner- The current regime has resulted in the

als. Nontraditional minerals have been one parallel existence of minifundia in the alti-

of the fastest growing exports in recent plano and river valleys with latifundia in the

years. COMIBOL, the state enterprise developing eastern lowlands region, with
which inherited the mining properties na- attendant disincentives for rational land use.

tionalized in the 1950s, has played a nega- Existing legislation restricts purchase, sale,
tive role in the sector, mainly through mis- rent and use of land as collateral, although
management of some of the highest potential these rules are widely violated in practice.

mining properties in the country. To ad- Land management institutions have been

dress the problems created by declining tin corrupt and inefficient, permitting the virtual

prices in the 1980s, the Government initiat- grant of lands in overly large plots to influ-

ed a severe rationalization program in 1986. ential individuals. Recently, in response to

Bolivia CSP June 8, 1993
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several 'public scandals concerning land Bolivia will need to reform the structure and
distribution as well as pressure from the regulatory framework of the sector to attract
Bank, the Government declared a moratori- such investment. The major elements of the
um on distribution of state-owned land reform will be: (a) establishment of an
pending institutional restructuring of its independent regulatory agency; (b) definition
tenure regime and established a ministerial of the principles for new tariff structures;
commission to oversee the process. Al- (c) privatization of ENTEL, the state-owned
though there are few issues as potentially long distance telephone company; (d) facili-
divisive, a consensus on the need for reform tation of private sector entry into all other
has clearly emerged in the past year. aspects of the telecommunications sector;

and (e) corporatization and capitalization of
Economic Infrastructure the major local telephone cooperatives.

15. Transport, power and telecommu- Civil Service Reform
nications infrastructure and services will be
fundamental to economic growth, and re- 16. Because government institutions are
forms to improve the provision of such weak and politicized, Bolivia has difficulty
infrastructure must be a high priority. in designing policy, choosing and imple-
Inadequate transport is the most serious menting investment projects, executing
infrastructural deficiency affecting invest- social programs and regulating public utili-
ment and competitiveness. A 1991 Bank- ties. Although to some extent this problem
executed private investment survey found reflects a scarcity of skilled human resources
that companies cited high transport costs in the economy, it is primarily the legacy of
most frequently as a constraint to new in- a political system in which government jobs
vestment. Recent improvements in funding, are considered political spoils. To address
management and investment planning for these problems, the Government has recently
road construction and maintenance are launched a comprehensive civil service
encouraging, but fiscal and institutional con- reform program targeting the entire central
straints threaten efficient expansion and public administration, which is responsible
maintenance of the road network. Reforms for the strategic management of Government
in improving services in the rail, air and activities, especially the state reform process
river sub-sectors will also be necessary. under implementation. The program in-
Possibilities for substituting private for cludes the use of transparent selection pro-
public investment exist in other infrastruc- cesses in which there is extensive interna-
ture sectors. In the power sector, service to tional donor participation and establishes an
date has been adequate, but rapid growth adequate compensation scale and secure
will require reforms to: (a) strengthen the financing for public employees, and is
legal and regulatory framework, e.g., plac- overseen by a civil service unit reporting
ing the authority to regulate retail prices at directly to the Minister of Finance. Contin-
the national rather than the municipal level; ued execution of this program will be at risk
(b) removal of barriers to private entry in during the upcoming political transition,
the sector; and (c) design long-term opera- since the new Government will have politi-
tions which facilitate the entry of private cal obligations. Given the current weakness
investors. Substantial private investment in of government institutions, it is possible that
telecommunications will be required over policy reforms could be undermined over
the next decade to improve service, and time; strong international support will help

Bolivia CSP June 8, 1993
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increase - the chances that the reform pro- least 55 % is functionally illiterate, including
gram will be maintained. many who finished primary and even sec-

ondary school. On average, the population
Legal and Judicial Reform has completed 4 years of school; only 44%

have completed primary school. These
17. A similar problem in the legal and problems reflect an inefficient and central-
judicial sector constrains growth and equity. ized administration, poorly paid and badly
The Bolivian legal system lacks efficiency trained teachers, dilapidated infrastructure
and public credibility. Since the private and the scarcity of teaching materials. The
sector relies on the court system to protect Government has recently initiated design of
private property, enforce contracts, secure an education reform program which is
assets, collect payments and gain access to directed at restructuring the sector. Its
essential information, ineffective courts objectives include increasing participation at
increase the transaction costs and riskiness the community level in educational deci-
of doing business. These costs hit new sions, delegating administration to local
entrants and small-scale entrepreneurs espe- entities, restructuring and limiting the role
cially hard. The Government recently of the Ministry, reducing and rationalizing
pissed anew judicial organization law expenditures on tertiary education, intro-
which reforms the selection procedures for ducing tuition fees, training and appropriate
Supreme Court justices and guarantees a incentives for teachers, and rehabilitation of
minimum budget for the sector, and propos- infrastructure.
es to establish a new judicial commission re-
sponsible for sector administration. Actions
currently under consideration to improve the IV. The Danger of Complacency,
legal framework for business and the finan- the Rewards of Reform
cial sector include: (a) promulgation of a
law on administrative procedures and estab- Financing Reform and Investment with
lishment of specialized administrative courts Limited Resources
that would resolve disputes with regulatory
agencies swiftly; (b) introduction of legisla- 19. The next five years will provide
tion to facilitate arbitration of commercial Bolivia the opportunity to sustain higher
transactions; and (c) introduction of legisla- economic growth by freeing its productive
tion to ease the creation and enforcement of sectors from unnecessary constraints and
security interests and liens, and executive supporting their development with appropri-
action to improve the quality of and private ate legislation and institutions. The reforms
access to registries. Over the longer term, proposed are not "stroke of the pen" and, at
measures to simplify court procedures and the very least, will take one to two years to
increase the professionalism of the judiciary implement. During this transition period,
are required. the Government will face challenging prob-

lems in economic management. Macroeco-
Education nomic stability will be a prerequisite to

growth, beginning with measures to improve
18. Low coverage and poor quality of the country's fiscal position early in the new
education are major causes of Bolivia's administration. Within this framework, the
deep-seated structural poverty. About 20% Government will need to finance the transi-
of the adult population is illiterate and at
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tion and incremental costs of reforms and in hydrocarbons, mining, communications
social initiatives. Difficult tradeoffs are and agriculture. Total private investment is
inevitable, and careful analysis of financial projected to increase from about 6% of GDP
impact and appropriate phasing of these in 1992 to about 10% by the year 2000.
programs is needed. The more quickly pri- The level of public investment would remain
vate sector investment begins to substitute at 8-9% of GDP, but its efficiency would be
for state investment in productive and infra- improved, and it would be reallocated to-
structure sectors, the more resources will be wards essential economic and social infra-
available to finance urgently needed public structure.
goods.

22. The high-growth scenario assumes a
20. Bolivia's future depends critically on change in the structure of investment financ-
the policies its next government chooses to ing. ForE6gnsayings, _whichfinanced about
pursue. In the worst case, if the new gov- three-quarters of investment in 1990, are
ernment fails to consolidate macroeconomic expei-to-finance about one-third-of m-
stability and slows or stops implementation vestment by the year 2000-l-oreover, the
of the structural reform program, the econo- composition of foreign savings is projected
my would likely contract or, at best, expand to change, with direct foreign investment
by no more than 1 to 2% per year for the growing from its current low level to ac-
rest of the decade. With macroeconomic .ount for about Kfe759. National
stability and slow implementation of the savings are expected to double--to about
structural reforms needed to attract private 13% of GDP--by the year 2000. To supple-
sector investment, we would expect moder- ment these savings and achieve this growth
ate growth with GDP increasing at 2 to 3% scenario, continued high levels of conces-
per year for the foreseeable future. Under sional assistance and det -ele will be
this moderate growth scenario, the major required. It is projected that Bolivia will
sources of growth would continue to be continue to receive grants averaging $180
agriculture, construction and services mainly million annually and that gross disburse-
oriented toward domestic markets. ments from multilaterals, bilaterals and Paris

Club reschedulings, averaging $480 million
21. If the new government chooses to annually, would help to finance the project-
pursue the recommended high-growth policy ed current account deficit, which is expected
path and is successful in mounting major to decline to about 7.5% of GDP by the end
reforms in the first year of its administra- of the decade.
tion, we would expect sustained economic
growth of about 4% annually for the next 23. To increase national savings to sup-
three years, increasing to an annual average port high growth, the Government must
of 5 % during 1997-2000. If construction of improve fiscal management by increasing
the gas pipeline begins within the next two the efficiency of tax administration, raising
years, even higher rates are possible towards tax collection by 20% and controlling the
the end of the decade. This projected level rate of expenditure expansion to produce a
of growth assumes that annual investment credible fiscal adjustment path. Liberalized
averages about 18% of GDP over the peri- financial markets, improved bank supervi-
od. The growth in investment is predicated sion and increased private sector confidence
on the proposed reforms stimulating substan- should contribute to private savings rates.
tial increases in private investment, mainly In addition, consideration is currently being
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given to a reform of Bolivia's social security (a) Strong union opposition to reforms in
system which will require increasing fiscal YPFB, COMIBOL and the education sector,
support over the next few years if it is to which could delay or block implementation
meet its obligations. A reform which intro- completely. At present, these reforms do
duces individual choice and private sector not imply major reductions in public sector
management into the pension system is now employment, but they do affect the eco-
being discussed (see Box 4). Such a reform nomic interests and political clout of union
would have a long-term positive effect on leadership. Such opposition could under-
national savings by providing better incen- mine and erode political and social consen-
tives to savers and by reducing fiscal costs, sus.
but would require increased cash outlays by
the Government over the near-term to fund (b) Further unfavorable international
the transition. developments in price or demand, especially

for gas and mineral exports. In the case of

Box 4: Social Security gas, Bolivia's potential markets are limited

The social security system is experiencing struc- to its immediate neighbors, and changes in
tural and financial problems. The pension system the Argentine or Brazilian markets could
overall is characterized by poor administration, substantially change prospects for exports.
lack of investment policy and supervision, low
coverage of the economically active population, (c) Unanticipated shortfalls in official
and high contributor evasion. Pension benefits are
low (averaging less than $100 a month), and the capital inflows resulting from competing aid
quality of services is poor. The pension system requirements in the new eastern European
currently represents a serious fiscal drain, requir- nations, recessionary situations in many of
ing US$26 million in budget support in 1992. Bolivia's traditional donors and modifica-
The Government is already financing two comple- tions of U.S. policy in regard to drug con-
mentary semi-private funds and is likely to finance trol policies.
another six in the near future. With IDA and
USAID support, the Government is currently
evaluating options which would utilize private If the reform program is delayed for these

financial management to restructure the system or other reasons, economic growth would
and has drafted new legislation. Restructuring the probably not exceed an average annual rate
pension system is of priority because it would in- of 2 to 3 % before the end of the decade.
crease private sector savings rates, improve the
social safety net and provide a much-needed Creditworthiness
source of long-term financing for investment. The
cash requirement of such restructuring is about
$100 million a year for the next 7 years, about 25. Bolivia is not likley to become cre-
half of which represents existing obligations and ditworthy for commercial borrowing in the
the rest, the costs of switching to the new system. near future. Despite impressive efforts

toward debt management during the past
four years, which have resulted in the virtu-
al retirement of commercial bank debt, the

Risk Assessment country still suffers from a heavy debt
burden (debt service amounts to about 40%

24. The uncertainty of the economic of exports of goods and non-factor services),
projections described above is high. The with little hope for improvement over the
major risks associated with accomplishing next four or five years. Continued restruc-
the macroeconomic objectives are: turing of bilateral debt will be necessary for
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the next'several years to maintain this level ing the role of the state in investment in
of debt. Given this level of indebtedness, productive and infrastructure sectors while
the low levels of national savings, and the increasing relative levels of spending in the
vulnerability of both the balance of pay- social sectors. The proposed 5-year lending
ments and public finances to external program would amount to $400 million
shocks, it will be some time before Bolivia spread among 15 projects (see Annex A).
could be considered creditworthy for even The projects fall in the following major
limited amounts of borrowing on commer- categories.
cial terms.

28. Rationalizing the role of the State
(70% of the Lending Program). A core

V. Bank Strategy group of projects would focus primarily on
the three critical areas of reform forms the

26. The strategy below proposes to use core of the program. A public enterprise/
the Bank's leverage aggressively to advance private sector development (PE/PSD) policy
the most critical reforms, through the vehi- loan would set the stage by supporting
cles of lending (both ongoing and proposed), technical, legislative and regulatory work
economic and sector work and aid coordina- needed to recast the role of the state in the
tion. Most of the political candidates agree hydrocarbons and major infrastructure
that the window during which difficult sectors. It would be followed by two other
political decisions can be taken will be a operations in the hydrocarbons sector, one
narrow one, in the first months of the ad- to support the restructuring process and one
ministration, and that analysis and proposals to help mobilize private sector participation
from the Bank on the priority areas for in the construction of the proposed gas pipe-
action could help expedite decision-making. line. A project to support implementation of
The highest short-term priority is, accord- the Agrarian Reform Law and reform of the
ingly, preparation of a policy options paper, land tenure system would help rationalize
supported by existing technical work, which land ownership and use, with important
can be presented to the new government implications for production, equity and the
when it takes office. environment. Projects to strengthen essen-

tial public institutions through judiciary and
Lending civil service reform would improve the

state's ability to set, regulate and enforce
27. Since 1986 when it resumed lending policy. Finally, a sector loan would support
after a four year hiatus, IDA's main goals the Government's education reform, directed
have been to encourage economic reform at broadening access to and improving the
and reactivation, improve infrastructure and quality of basic education.
provide basic social services (see Box 5).
The proposed five-year lending program 29. Rationalizing the role of the state
would shift to focus intensively on the would also be the major theme in the three
remaining stubborn structural constraints to infrastructure projects included in the pro-
growth, particularly in the three most criti- gram. A proposed third municipal project
cal areas of reform, and would increase would finance economic and social infra-

resources available for poverty and human structure in small municipalities and institute
resource development. These priorities a civil service reform at the municipal level
reflect an economic agenda aimed at reduc- to increase institutional capability. A power
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Box 5: Ongoing IDA Operations
Economic Reform and Reactivation
Economic Management Strengthening Financial Sector Adjustment (FY91)
Operation (FY89) Technology Development (FY91)

Mining Sector Rehabilitation (FY89) Public Financial Management II (FY91)
Eastern Lowlands (FY90) Structural Adjustment (FY92)
Private Enterprise Development (FY90) Agro-Export Development (FY92)

Improvin Infrastructure
Export Corridors (FY89) Road Maintenance (FY92)
Water Supply & Sewerage (FY91)

Providing Basic Social Services
Integrated Health (FY90) Integrated Child Development (FY93 Expected)
Social Investment Fund (FY90) Social Investment Fund II (FY93 Expected)

Environment Environmental Technical Assistance (FY93)

sector loan would buld on ongoing efforts to sively reduce the incidence of child mortali-
restructure the sector and increase private ty and enteric diseases. The project would
sector involvement and investment. A rely on low-cost technology and heavy com-
proposed transport sector loan would build munity involvement in installation and main-

on ongoing operations to promote clear tenance. The lending program also includes
definition of priorities in the sector within a a rural investment project directed at in-

decentralized framework. creasing rural incomes through productive
investments at the community level and a

30. Poverty and Human Resource proposed second health project.
Development (21%). Our poverty strategy
for FY94-98 builds on- the FY93 lending 31. Natural Resource Management
program that included two important invest- (9%). The lending program includes two
ment projects in the social sector: the Inte- projects directed at strengthening the Gover-

grated Child Development Project and the nment's ability to manage the country's
Second Social Investment Fund Project. natural resources to support sustainable
The-former will attempt to reach some 50% growth. A technical assistance project to

of children under 6 through low-cost, home- define standards and enforcement mecha-

based daycare centers in urban and peri- nisms for industry and mining is proposed;
urban low-income neighborhoods to prevent decreasing pollution of rivers and aquifers

permanent damage caused by malnutrition. would be the major objective. A follow-up
The latter would provide continued support project to the ongoing environmental techni-

to Bolivia's successful Social Investment cal assistance credit, directed primarily at
Fund. During FY94-98, a little over one strengthening the capacity of SENMA and
fifth of the portfolio would focus on direct FONAMA, is also proposed.
alleviation of poverty. A rural water supply
and sanitation project would attempt to deci
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Vehicles for Bank Assistance Lowlands and Export Corridors Projects
have laid the base for more intensive focus

32. The proposed lending program would on development constraints in the proposed
rely on adjustment lending to a lesser extent lending program, and will continue to serve
tliaf in the past; only one policy loan is pro- as vehicles in policy dialogue. In regard to
grammed. Instead, sector an ject loans execution, there have been two major con-
would permit deeper entry into and longer- straints: the weakness of counterpart institu-
term involvement into key reform areas. tions, as evident in low staff skill levels and
The proposed lending program would also high turnover rates; and lack of government
rely on some relatively small operations, ownership of Bank projects and programs.
mainly financing technical assistance, with With weak or uninterested counterparts and
ambitious reform objectives (land adminis- rapid changes of staff, the concept of Gov-
tration, civil service, and regulatory/judicial ernment ownership is nebulous. It is fre-
reform). Given the importance and the quently the case that the Bank is the primary
controversial nature of these operations, the source of leadership and continuity in the
Bank will need to keep their progress and execution of projects.
objectives at the center of the policy dia-
logue. 35. These problems have been persistent-

ly addressed in project design through inclu-
33. One of the biggest challenges in the sion of financing for local consultants,
program is to design vehicles adequate to topping off of Government salaries, estab-
deliver social programs to the local level, lishment of project units with separate salary
given the centralized nature of government scales and even creation of new institutions
administration, the lack of local institutions whose administrative costs are funded inter-
and the opportunities for bureaucratic delay nationally. Project preparation facilities
in the long chain between La Paz and re- provided by the Bank typically have funded
mote, sparsely populated agricultural villag- items such as rent and office furniture.
es. Reaching the poorest people in isolated Although this approach has frequently en-
rural communities is a' difficult challenge abled projects or programs which otherwise
and will be a central issue in the design of could not have been executed to be imple-
most human resource projects. Although mented, but it has tended to further mini-
there are interesting models in both Colom- mize government commitment. The pro-
bia and Mexico in this regard, population posed lending program would phase out the
density in Bolivia is much lower and local major budget support which has charac-
institutions are far weaker than in either of terized lending to Bolivia in recent years and
those countries. Some of the proposed would bring issues of institutional develop-
sector work will focus on the question of ment to the center of the policy dialogue.
what mechanisms are most appropriate to Specifically, in new projects, we propose to:
the Bolivian environment. (a) phase out "topping off' of salaries as a

practice, (b) phase out financing of line
Project Implementation: Lessons Learned personnel and local consultants taking on

line roles (with the possible exception of the
34. The proposed lending program is civil service project), and (c) minimize
built on our lending experience over the past financing of administrative budgets. This
seven years. Ongoing projects such as the change in policy may carry the cost of
Mining Rehabilitation, EMSO, Eastern slowing project preparation and implementa-
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tion, but we feel is necessary to Box 6: The Policy Agenda and Related Bank Instruments
achieve the longer term goals of Policy Objectives Bank Instrument
efficiency and government ownership Unbinding the Productive Sectors
of projects. We also propose to Limiting the role of the state PE/PSD Project;
continue the current policy which and improving capacity for Hydrocarbons Res-
requires Bolivia to pay at least 20% concession management in tructuring Proj.;

of project costs. hydrocarbons, mining, and Gas Exp., Mining
Bank Supervision economic infrastructure Rehab. Proj.

sectors

36. Complex, multi-sector pro- Reforming legal framework and Eastern lowlands*;
jects, a broad-ranging lending pro- ingtiu gon f wr and Ean A o es*
gram, technical assistance and local institutions for land tenure Land Adm. Project
support in the form of many small Improving economic infras- Transport Sector
contracts and lack of certain scarce tructure Proj.: Export
skills have complicated supervision of Corridor Proj.
theporitoio and, together with- the Road Maint.*;

- inshtutional weaknesses described Power Proj.
above, have resulted in supervision Strengthening State Institutions
coefficients higher than LAC aver- Increasing professionalism and EMSO*; Civil

ages. The nature of the proposed continuity in the civil service Serv. Proj.; other

lending program is likely to require Bank projects
similar levels of supervision. Althou-
gh there is little room to reduce total Creating predictable and PE/PDS Proj.;

supervision resources, we will use responsive legal and judicial Regulatory/Judicial

these resources more effectively by environment Reform Proj.

shifting more supervision responsi- Broadening Access to and Education Reform
bility to the Resident Mission and by Improving Quality of Education Project
relying on local and more junior
consultants for on-the-ground follow- * Ongoing operations.
up of project problems.

Economic and Sector Work also be used for the next meeting of the
Consultative Group (CG). The next full

37. The proposed economic and sector CEM is planned for FY96, although we will
work program is directed at supporting prepare relatively brief Updating Economic
policy dialogue, advancing aid coordination Memoranda in the alternate years to serve as
and contributing to the development of documentation for the CG and will also pro-
lending operations. This year, a Country vide an update on issues related to the public
Economic Memorandum (CEM) will provide sector investment program.
the foundation for our policy dialogue and
support the new Government in its decision 38. Sector work would concentrate on
making. A Policy Options Paper, based on human resources, poverty, resource manage-
recent economic and sector work, directed ment and economic infrastructure, mainly
to key officials in the new Government will transport. The most important analytical
sum up alternative courses of action and work in human resouces would be a ver-
their consequences. The FY94 CEM will ty assessment directed at determining in-
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come distribution, diagnosing poverty and Government agrees, we will also seek a
recommending additional areas of action for wider audience for ESW products.
alleviating poverty. A separate rural devel-
opment study will focus on a strategy for Donor Coordination
increasing incomes in rural areas. These
works will be followed up by a comprehen- 40. Joining forces with other donors is a
sive reassessment of the health sector, in- central part of our strategy. The Consulta-
cluding health benefits under the social tive Group for Bolivia met for the seventh
security system. In the area of resource time last year, and has evolved into a mech-
management, an assessment of environmen- anism as much for identifying and agreeing
tal priorities and strategy is planned for on Bolivia's development priorities as for
FY95 to determine progress and define mobilizing aid. One sign of success is the
priorities for action. In the infrastructure dominant role taken by the Government in
sector, work will be done to identify the the last three years in shaping the agenda
potential for and the means to promote and preparing supporting documents.
private sector involvement in infrastructure Cofinancing has become the most useful
development. mechanism of coordination; we currently

have cofinancing arrangements on most

Box 7: Increasing Government ongoing and proposed new projects. While

Participation cofinancing arrangements substantially
*Annual CIR/programming missions increase the time and work involved in
Agreement would be reached on the lending project preparation, the benefits of avoiding
program, the ESW program, and strategies for duplication of effort and working at cross
addressing problem projects. Timing would purposes seem well worth it. In order to
coincide with preparation of the business plan, share the administrative costs of supervision,
which would be discussed during the mission. we recently negotiated three arrangements

*Joint ESW projects with bilateral donors (USAID, Holland and
Collaboration with appropriate ministry or Switzerland) to finance some of the supervi-
UDAPE on design, terms of reference and review sion costs of jointly financed projects. We
of economic work undertaken on Bolivia. will seek additional, similar arrangements in

*Participation of government representatives, the future, in particular for supervision of

when possible, in Bank decision meetings on social projects. One area where coordina-
projects and programs. Rputine distribution of tion could be improved is in the preparation

decision documents to government. of economic and sector work. We are

generally unaware of studies and technical
*Routine translation of key Bank documents into work financed by other agencies. More-
Spanish. over, there may be some options for work

sharing, in particular with IDB.

39. For the ESW program, we will
undertake a participatory approach by agree-
ing on priorities with the Government annu- Program Size and Bank Exposure
ally, executing the work jointly when this
seems appropriate and involving Govern- 41. Levels. We propose a lending level
ment at early stages of review (see Box 7). of $400 million in 15 credits during FY94-
Key ESW products will be translated into 98, or $80 million in commitments annually.
Spanish. When appropriate, and if the The actual size of the program is likely to
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be somewhat higher, given that Bolivia will
continue to benefit from IDA reflows. This
volume is roughly the same as annual lend-
ing rates during the past five years. Total
debt service to the World Bank Group
amounted to 5.6% of exports in 1992, but is
expected to drop to about 2 % of exports by
the end of the decade.

42. Risks and the fall-back position.
The proposed lending program is ambitious,
and there is a high risk that we will not be
able to achieve all of its objectives. Never-
theless, we need to be ready to provide
maximum support to the new Government if
it chooses to pursue the high growth policy
path. Our active commitment to and promo-
tion of this high-growth strategy will in-
crease its chances of implementation. We
believe the risk is warranted because of the
Bank's special relationship with Bolivia, the
opportunity presented by the new govern-
ment, and because even partial success could
substantially accelerate development and
expand economic opportunities for Bolivia's
poorest people. Should government com-
mitment waver in one or more of the priori-
ty areas, however, we would modify and
reduce the lending program to focus on
objectives where reform remained possible
and maintain the poverty alleviation portfo-
lio. An early indication of the Government's
commitment to proceed will be the action it
takes on the reform of the hydrocarbons
sector and in its appointment of key social
sector ministers.
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Annex A: Proposed FY1994-1998 Lending Program (US$ millions)

FY94-98 FY94-98
FY94 FY95 FY96 FY97 FY98 Total

Rationalizing the Role of the State

Public Enterprise Reform 50
Hydrocarbon Deregulation 20
Natural Gas Export 35
Civil Service Reform 15
Regulatory/Judicial Reform 10
Educational Reform 40
Land Administration 20
Transport Sector Loan 25

- Municipal Development 40
Power Sector Restr. 25

Subtotal 130 45 20 60 2 280 70%

Poverty & Human Resour Development

Rural Water and Sanitation 30
Rural Investment Project 30
Health 11 25

Subtotal 30 30 25 85 21%

Natural Resource Management

Environment, Mining & Industry 15
Environmental Fund I 20

Subtotal 15 20 35 9%

Total 130 45 65 90 70 400 100%

Number of Projects 3 3 3 3 3 15

(3Vu
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Annex B: Proposed FY93-97 Economic & Sector Work Program
(staffweeks)

FY93 FY94 FY95 FY96 FY97

Macroeconomic Monitoring
and Policy Dialogue

Updating Economic Memoranda/ 15 * 25 25
Public Sector Investment Review

Country Economic Memorandum 30 35 60
Restructuring for Growth 10 *
Policy Options Paper 5 5 *

Human Resource Development

Education Strategy 10
Rural Development Strategy 20 20 *
Poverty Assessment 30 10 *
Health Sector Assessment 25
Social Security: 30

Beyond the Pension Reform

Resource Management

Environmental Priorities and Strategy 30
Forestry Subsector Review 15 *

Infrastructure

Transport Sector Strategy 15
Private Sector Development in Infrastructure 30

Total 100 90 85 85 85

* Initiated in previous FY.
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Statistical Annex

Table No. Content Period

1. Social Indicators of Development: Human Resources and Natural Resourcet Most Recent Estimate

2. Social Indicators of Development: Income, Poverty, and Expenditures Most Recent Estimate

3. Social Indicators of Development: Investment in Humand Capital Most Recent Estimate

4. Key Macroeconomic Indicators Table 1985 - 2001

5. National Accounts In Current Prices 1980 - 2001

6. National Accounts in Constant 1980 Prices 1980 - 2001

7. National Accounts: Percent Share of VA by Sector 1980 - 2001

8. National Accounts: Real Growth Rates 1981 - 2001

9. Balance of Payments 1980 - 2001

10. External Debt: Disbursements and Repayments 1980 - 2001

11. External Debt: Interest Payments and Debt Outstanding & Disbursed 1980 - 2001

12. External Debt: Net Disbusements and Percent Composition 1980 - 2001

13. IBRD and IDA: Country Exposure Indicators 1980 - 2001

14. Projection Assumptions 1992 - 2001
ni
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Table Is Social Indicators of Development
Iuman Resources sld Natural Resources

Compared to Same Region & Other Income Groups

Unit 25-30 15-20 Host Latin America Lower Hiddl- Neat higher
of Hessure Years ago Tears ago Recent Estimate ald Caribbean Income Group Income Group

A. Human Resources

1. Size & Structure

Total Population (HIE - 1990) Thousands 3,841 4,894 7,111 433,190 629,102 458.731
14 and under I of pop. 42.8 43.2 42.5 36.2 31.3 33.5
15-64 1 O p. 53.9 53.5 54.1 59.3 51.8 60.9
Age Dependency Ratio nVP 0,6 0.87 0.59 0.69 0.12 0.63
Frcentae In Urban Areae I of pop. 40.0 41.5 51.2 13.1 55.6 11.5

Female p.r 100 males
Urban Number .. 100 l5 104
Rural lNumber . .. 100 100

Population Growth Rate Annual growth 2.3 2.5 2.5 1.9 2.0 1.1
Urban Annual growth 2.1 2.9 3.6 2.7 3.2 2.8
Urban/Rural growth differential Difference 0.6 0.6 2.8 2.9 2.4 3.6

Projected Populstion. year 2000 Thousands .. .. 9,145 515,601 768,976 341,229
Stationary Population Thousands .. .. 21,009

2. Determinants of Population Growth

Fortilit
Crude Birth tate Per thousand pop. 45.0 44.1 36.0 21.0 29.5 24.9
Total Fertiltity Rate SIrthe per woman 6.6 6.3 4.8 3.3 3.7 3.1
Contrecep tive Prevalence I of woman 15-49 .. .. 30.0

Child (0-4 wMoman (15-49) Ratio
Urban Per 100 woman .. 69 63
Rural Per 100 wouan .. 69 54

Hortalitp
Crude Death Rate Per thousand pop. 20.7 17.1 9.7 6.9 5.5 7.5

infant Hortality Rate Par thoulive births 159.8 139.0 91.9 41.4 49.5 41:
Under 5 Hortality Rate Par thou.liva births .. .. 111.0 51.0 79.5 49.6
Life :xpectancy at birth Tears 44.4 49.3 60.0 61.6 .65.3 68.3

Iu Female Tears 46.4 51.6 62.3 P0.7 67.9 11.5

3. Labor force (15-64)

Total Labor Forca Thousands 1,291 1,565 2,283 153,543 237,40 112,535
Agriculture I of labor force 54.2 49.2 ..

Induetry I of Isbor force 20.0 19.9 ..
Female I of labor force 21.0 22.0 25.5 26.1 32.3 30.4

aeale per 100 males
Urban Number .. 99 108 106
Rural Number .. 99 109 ..

ParticIpation Rate (Overall) I of labor force 33.6 32.0 31.2 35.2 40.6 35.5
F ale I of labor fores 13.9 13.9 15.9 18.6 25.6 23.3

4. Educational Attainment of Labor Force

School Tears Completed (Overall) years .. .. ..

title lot$s. ..

5. Natural Resources

1. Area

Total Area Thousand eq.km. 1,099 1,099 1,099 20,391 22,1765 18,709
Daneity Population per.q.km 3 4 6 21 21 24
Agricultural Land I of lend ares 21.1 27.1 21.4 36.6 40.9 14.3
Agricultural Density rPoulation por.aq.un 13 16 23 51 66 i0
Forests I Woodland Thousand sq.km. 595.00 565.00 557.00 9,537 6,114 7,116
Defoegstation Rate (net) Annual I -0.4 -0.5 -0.1 -0.5 -0.S -0.5

2. Access to Safe Water

Total 2 of populetion .. 34.0 53.4 13.2 .. .o
Urban I of population .. 51.0 30.0 53.6 15.2 N5.7
Rural I of population .. 6.0 76.0 :8.1 46.9 63.5

---------------------------------------a-----------------------------------------------------------------------...................... L....6..........
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Table 21 Social indicators ll Development
Income, Poverty, and Expenditures

Compared to Same Region I Other Income Groups

UnIt 25-30 15-20 Hlost Latin AmerIca Lover L iddle Next Higher
of tleasure Year ago Year ago Recent Eatimate and Coribban income Group Iacome Group

C. Income & Poverty

1. Income

GP er capita (HR.E - 1991) US$ [so - 360 652 2,180 1,530 3,450
Tota Household Income

Share to top 101 of Households I of income .. .. ..
Shar, to top 201 of Iouseholds I of income .. 39.0 ..
Share to botton 401 of Households 1 of income -.. 13.0 ..
Share to bottom 201 of Households I of income .. 4.0 ..

2. Poverty

Absolute Popirty Income
Urban US$ per person .. .. ..
Rural US) per person .. 134.0 ..

Population lit Abeolute Povery
-Urbs. I of population .. .. ..
ural I of population .. 85.0 ..

Prlvelenca of Halnutrition (under 3) 1 of age group .. .. 18.0

D. Expenditure

I. food

food I of GDP .. .. ..
Staples I of GDP .. .. ..

Heat, 11b, milk, choese, eggs. I of GDP .. .. -

Cereal imporis Thou, metric tonnee lAS 241 141 19,47?. 36,868 39,280
food aid in .areals Thou. etric tonnes .. 22 93
Food Production per capita 1919-S1 - 100 89.1 106.8 114.2 103.2 98.9 106.0
Share of Agriculture in GDP 1 of GDP 22.9 20.3 23.9 10.2 16.8 9.0
Daily Calorie Supply Colarles per person 1,868 2,019 1,916 2.126 2,700 3.013
Daily Protlep Supply Crams per person s0 53 53 6 72 11

2. Housing

Housin I of GDP .. .. ..
Aeerag ndusahold Site Persona per household .. 6. 1.2.

Urbe Parsons per household .. .. ..
Fixed Investments Houstng I of GDP .. .. ..

3. fuel and Oouer

fueliPo er IoCP .. .. -. ..

Energy Consumption per capita kg of ol equivalent 133.6 258.2 236.9 1,060.i 1,101.2 1,194.4
Houma 'olde With electriclty

Urban I of household 76.4
Rural I of household 7.6 .. ..

4. Transport and Communtcetion

Transport and Communication I of GDP .. .. ..
Population par Passenger Car Persone 3;; 163 191 14 24 Ii
fixed Invqstmenta Transport Equipment I of GOP .. 6.1 ..

Total road length Km .. .. 39,824
Population per telephone Persons .. .. 36

...---.--.--.-....--.---..--..-----..-.-...-..-....--.----.-.-.---.-----.-..----..------.----....----.-.--------..---....----.---..--.----.-.--.--.--..------..-.-.
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Table 3s Social Iudicetors of Developments
Investment In Human Capital

Compared to Same Region & Other Income Groups

Unit 25-30 15-20 Host Latin Anerica Lower Middle Neat Higher
of Heassure Year ago Year ago Recent Estimate and Caribbean Income Group Income Group

E. Investment iq Human Capital

El. Hedical Care

Med ical Care I of GDP .. .. .. .
Population per Physician Persons 3,300 2.098 1.534 936 ..
Population per Nuts* Persons 3,989 3.074 2,466 7 ... ,

Population per hospital Bed Persons .. 499 .. .. ..
Accesa to Health Cars I of population ..
iniunized (under 12 months)t

Heasles I of age group .. .. 53.0 14.7 65.3 78
DPT I of age group .. .. 41.0 74.5 67.1 81.

Oral Rehy4ration Therapy Use (under 5) I of cases .. .. 60.0 44.5 39..

E2. Education

Education 2 of GDP
Gross Enrqllment Ratios

Primary (total) lot school-age group 73.0 85.0 81.0 107.4 100.5 105.9
reasle lot school-age group 60.0 76.0 71.0 .. 9.4

Scoidary (total) lof school-age group 18.0 31.0 34.0 47.2 36.3 56.3
female lof school-age group 15.0 .. 31.0 52.8 56.5 S8.9

Tertiarys Science/Engineering lof tertiary student 14.8 15.8 21.2
Pupil-teacher Ratios

Primary Pupils per teacher 28.0 22.0 25.0 21.0 26.0 23.0
Secogdary Pupils per teacher 21.0 19.0 .. .. 18.0

Pupils Reaching Grade 4 1 of cohort .. 52.4 .. 69.3 86.7 71.6
Repester Rates Primar I of total enroll. .. .. .. 39.9 6.6 11.1
11tracy Rate, Overall I of pop5(age 3+) .. .. 22.3 1;.$ 22.9 13.1

maud. lot faelesoege *3*) .. .. 29.3 17.2 28.8 1.1
Iiapaper Circulation Par thousand pop. 24.7 40.7 44.9 81.9 722.0 100.9
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Table 41 Key Macroeconomic Indicators

------------------------ ( Actual ) ----------------------- ------------------------------------------- ( Projected )----------------------------------------

1985 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001

Real Growth Rates
Gross Domestic Product (GDP) -1.0 2.6 3.0 2.8 2.6 4.1 3.4 3.6 3.8 4.0 4.4 4.8 5.0 5.0
Gross Domestic Income (GDY) -1.0 1.4 0.5 0.8 0.2 3.2 2.3 1.6 4.2 4.5 4.5 5.0 5.5 5.5 I. 5.2

Real per Capita Growth Ratks
Gross Domestic Product .. 1/ -3.5 0.1 0.5 0.4 0.1 1.6 0.8 1.0 1.2 1.4 2.0 2.4 2.7 2.6 2.6 2.6Total Consumption 4.0 0.1 -3.5 -3.4 -2.8 1.9 1.8 -0.1 0.4 0.5 1.4 2.4 5.0 2.7 2.1 2.5Private Consumption 10.2 0.6 -6.3 -2.9 -3.3 0.9 2.0 0.8 0.3 0.5 1.5 2.6 3.3 2.9 2.9 2.8

Debt and Debt Servicsa
Total DOD in US$1 (LT+IMF4ST) 4804.7 5836.2 4901.2 4120.7 4269.2 4072.2 4188.7 4269.7 4514.7 4703.0 4947.3 5271.0 5610.0 5945.8 6170.1 6616.4
DOD/GDP 93.9 135.4 110.8 91.4 94.9 81.1 79.3 78.1 77.6 76.2 75.0 74.3 73.6 72.6 11.2 69.9
Debt Service in US$ (LT*IMFIST) ..2/ 421.7 546.1 481.5 416.2 512.8 511.2 600.3 575.2 499.6 556.2 544.3 520.9 541.7 544.3 534.) 471.5
Debt Service/Exports 56.0 81.9 69.9 46.7 57.5 54.3 70.9 62.8 49.8 51.2 46.1 40.8 39.6 31.2 34.2 28.5
Debt Service/GDP 8.4 12.7 10.9 P.2 12.7 10.2 11.4 10.5 8.6 9.0 8.2 1.3 7.1 6.6 6.1 5.0

Interest Burden in US$H (LT+IHiST) .. 229.8 219.9 192.5 198.0 234.2 215.0 265.7 264.5 234.2 235.1 233.2 237.3 250.9 267.0 i85.2 257.9
Interest Paid In US$ 167.6 100.9 121.5 128.2 160.5 142.3 202.1 221.8 232.4 234.2 232.9 237.3 250.9 267.0 185.2 257.9
Interest/Exports 31.2 33.0 27.9 22.2 23.5 22.8 31.4 28.9 23.3 21.6 19.8 18.6 18.4 18.3 18.2 15.6
Interest/GDP 4.5 5.1 4.4 4.4 5.2 4.3 5.0 4.8 4.0 3.8 3.3 3.3 3.3 3.3 3.2 2.7

Investment ' Savings
Gross I v stment/GDP 10.2 11.1 12.1 12.0 12.7 13.8 14.1 14.6 15.3 15.9 17.0 17.3 17.9 18.0 18.2 18.4
Public Med loveataent/GDP 3.5 6.2 8.1 8.8 8.9 9.3 8.8 8.6 8.8 8.9 9.0 8.9 8.8 8.8 8.1 8.6
Private Investment /GDP 3.7 4.0 4.2 4.1 4.3 4.5 5.2 - 6.0 6.4-,- 6.9 8.0 8.4 9.0 9.3 9.3 9.8
Change in Stock/GDP 2.9 0.8 -0.2 -0.8 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
ICOR (5 year average) .44/ -5.3 -5.5 19.5 5.4 3.1 1.9 0.3 0.4 0.5 3.8 3.8 3.7 3.6 3.6 3.6 3.6

Domestic Savings/GDP 8.5 4.8 6.6 8.5 9.3 8.7 7.1 6.3 7.8 9.4 10.5 10.8 11.2 11.7 12.2 12.5
Resource Balance/GDP -1.7 -6.2 -5.5 -3.5 -3.4 -5.0 -1.0 -8.3 -7.5 -6.5 -6.5 -6.5 6.7 -6.3 -6.0 -5.9

National Savings/GDP 0.5 -0.7 4.0 3.5 4.3 4.4 3.8 3.1 4.9 6.6 7.9 8.4 8.9 9.5 10.1 10.7Currant Account Balance -9.1 -11.8 -11.1 -8.5 -8.3 -9.4 -10.3 -11.3 -10.4 -9.3 -9.1 -9.0 -9.0 -8.5 -8.1 -7.1

Marginel Domestic Savings Rate 6.93 -0.12 1.31 1.29 1.09 0.11 -0.06 0.43 0.34 0.36 0.30 0.18 0.13 0.18 0.19 0.20
Harginal National Savings Rats 8.77 0.52 1.29 1.46 1.18 0.16 0.20 0.43 0.40 0.36 0.30. 0.20 0.14 0.19 0.18 0.23

Public Fixed InvestmentlGDP 3.5 6.2 8.1 8.8 8.9 9.3 8.8 8.6 8.6 8.9 9.0 8.9 8.8 8.8 8.7 8.6
Public Savings/GDP -1.8 0.6 1.7 2.8 3.9 3.3 3.8 4.1 4.3 4.6 4.9 5.3 5.3 5.5 5.3
Private Investment /GDP 3.7 4.0 4.2 4.1 4.3 4.5 5.2 6.0 6.4 6.9 8.0 8.4 9.0 9.3 9.5 9.8
Private Savinge/GDP 1.1 0.4 1.8 1.6 0.4 0.4 -0.7 0.8 2.3 3.3 3.5 3.6 4.2 4.7 5.4

Public Finance
Government Revenues/GDP 25.8 27.9 29.2 31.5 32.4 31.8 31.3 31.4 31.5 31.4 31.2 31.3 30.8 30.4 30.1
Government Expenditures/GDP 33.4 34.4 34.7 35.7 35.9 35.5 34.5 34.3 34.2 33.8 33.2 32.7 32.1 31.3 31.2
Budget Deficit(-) or Surplus/GDP ..31 -7.1 -6.5 -5.5 -4.1 -3.6 -3.7 -3.2 -3.0 -2.8 -2.4 -2.0 -1.5 -1.3 -1.1 -1.1
Primary Deficit(-) or Surplus/GDP ..5 -3.2 -2.3 -1.7 -0.8 -0.3 0.1 0.3 0.4 0.5 0.7 0.9 1.3 1.3 1.4 1.4

Prices & Exchange Ratee
CPI (2 Growth Rate) 11749.6 14.6 16.0 15.2 17.1 21.4 10.4 6.2 6.1 5.0 5.1 5.1 5.0 4.9 4.9 4.9
GDP Deflator (I Growth Rate) 11289.1 15.7 14.0 13.5 14.6 20.9 10.6 6.2 6.A 5.0 5.1 5.1 5.0 4.9 4.9 4.9

BEER Index (1980-100) 285.8 80.8 74.7 72.4 60.8 62.9 .. .. .. .. .. .. .. ,, ..
Terms of Trade Index (1999-100) 100.0 92.7 83.5 79.6 81.1 83.6 84.2 84.1 85.4 86.1 86.8 86.1

Trade and Balance of Paymentq
Exports (GNFS) Volume Growth -5.9 -2.5 6.1 24.7 15.5 0.7 -0.8 9.5 4.0 3.4 4.4 4.3 3.2 3.0 3.1 3.3
Exports (GNIS)IGDP 14.3 15.1 15.2 19.3 21.7 18.3 15.8 16.5 16.9 17.2 11.5 17.7 17.6 17.6 17.5 17.2

Imports (GNFS) Volume Groth 41.7 8.3 -10.6 11.5 9.6 3.3 0.9 8.6 2.6 1.0 4.5 4.6 4.9 2.5 2.5 2.4Imports (GNFS)/GDP 16.0 21.4 20.7 22.8 25.1 23.4 22.7 24.8 24.3 23.8 24.0 24.2 24.3 23.9 23.5 23.1

Current Account Balance (qS$M) -494.0 -508.7 -490.5 -384.7 -371.4 -473.5 -546.5 -629.5 -603.3 -576.2 -602.4 -636.3 -685.0 -698.0 -711.2 -730.0Ht Reserves (- - increase, US$1) -28.7 41.0 29.8 139.8 -98.9 -89.8 -78.4 -55.1 -23.1 -19.4 -24.3 -24.1 -24.9 -30.3 -46.7 -41.4
Gr. Reserves in Mouths of Imp. of G&S 3.4 5.5 5.4 4.2 3.9 3.9 4.6 4.6 4.6 4.6 4.4 4.2 4.1 4.0 4.1 4.1

1/ Using World Bank population figures and proj actions
2/ Includes interest and prlcipa rapsyments ue but rescheduled by bilateral creditors.
31 Includes interest due but reacheduled by bilateral creditors.
4/ 1981-90 period was derived from a 1980 base year seriest & 1991-2001 is calculated from a 1990 base year series.
S/ Overall non-finanacial public sector
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Table 5a National Accounts at Current Prices

--------------------------- ( k l )---------------------------- -ct-al---------------------------------( Projected ---------------------------------

1980 1985 1986 1981 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1994 2000 2001

A.I. GDP at market prices 0.1 2252.4 7462.2 8855.9 10393.9 12135.9 14273.5 17974.5 20556.5 22626.0 24961.6 27240.9 29873.8 32894.7 36257.2 39933.b 43984.8 48441.3

2. Not Indirect Taxes on Imports 0.0 25.0 141.1 180.3 169.8 196.3 179.9 169.1 322.7 385.9 402.9 488.7 531.8 580.7 639.3 683. 730.1 779.2

3. GDP at producer prices 0.1 2227.4 7321.1 8675.6 10224.1 11939.6 14093.6 17805.4 20233.9 22240.1 24558.6 26752.2 29342.0 32314.0 35611.9 39249.1 43254.8 47662.1

8.1. Imports of GNFS 0.0 360.1 1563.5 1891.8 2153.6 2761.0 3586.1 4200.4 4671.1 5601.7 6072.3 6474.4 7168.4 7952.0 8816.7 9551. 10348.3 11200.5

2. Exports of GNIS 0.0 321.9 1349.9 1341.3 1581.8 2338.0 3104.4 3292.7 3239.8 3729.4 4209.0 4694.0 5234.4 5820.1 6396.1 7021.6 7713.9 8355.4
3. Resource balance 0.0 -38.2 -213.6 -550.5 -571.8 -423.0 -481.7 -907.7 -1431.2 -1872.2 -1863.3 -1180.4 -1934.0 -2131.4 -2420.6 -2529.A -2634.5 -2845.1

C.I. Total Espendituree 0.1 2290.6 7675.9 9406.5 10965.7 12558.9 14755.2 18682.2 21987.8 24498.2 26824.9 29021.3 31807.7 35026.1 38477.8 42462.9 46619.3 51286.4

2. Total consumption, etc 0.1 2061.9 7088.8 8426.6 9710.3 11101.0 12940.1 16403.3 19088.3 21195.1 23016.1 24685.4 26728.9 29326.9 32197.6 35258.1 38605.8 42368.9

a. General government 0.0 300.4 855.5 1060.4 1493.0 1680.9 2000.9 2651.4 3045.4 3134.5 3449.6 3736.7 4063.1 4419.2 4801.4 5212.9 5660.1 6144.8

b. Private, etc p.1 1761.5 6233.3 7366.2 8217.3 9420.1 10939.2 13751.9 16042.9 18060.6 19566.5 20948.7 22665.7 24901.8 27396.1 30045.2 32945.7 36224.1

c. Statistical discrepancy

D.1. Gross domestic investment 0.0 228.7 587.1 979.9 1255.4 1457.9 1815.1 2478.9 2899.5 3303.2 3808.8 4335.9 5078.9 5699.1 6480.2 7204.1 8013.5 8917.6
a. GDF 0.0 162.8 705.5 911.0 1271.8 1555.8 1885.0 2478.9 2889.3 3292.0 3796.5 4325.2 5068.6 5689.4 6471.3 7196.8 8007.0 8910.4

i. Nonfinancial Pub. Sector 0.0 79.8 356.9 552.5 839.7 1063.7 1276.5 1664.3 1813.6 1943.8 2190.8 2431.6 2688.9 2938.7 3208.3 3500.1 3818.7 4165.7

Ui. Private Sector 0.0 83.0 348.6 358.5 432.1 492.1 608.5 814.6 1075.1 1348.3 1605.6 1887.6 2379.7 2750.8 3263.0 3696.7 4188.3 4144.1

b. Changes in Stocks 0.0 66.0 -118.4 68.9 -16.4 -97.9 -69.9 0.0 10.1 11.1 12.3 10.7 10.3 9.1 8.9 7.8 6.5 1.1

E.I. Gross domestic saving 0.0 190.5 373.5 429.4 683.6 1034.9 1333.4 1571.2 1468.2 1430.9 1945.5 2555.5 3144.9 3567.8 4059.6 4674.8 5379.1 6072.4

2. Net factor income 0.0 -185.9 -593.7 -531.8 -611.1 -671.0 -764.9 -868.4 -782.6 -837.9 -842.4 -887.2 -927.4 -965.8 -995.9 -1047.1 -1109.8 -1115.1

3. Net current transfer$ 0.0 6.4 32.7 36.8 30.1 58.9 68.5 80.6 88.3 103.9 117.5 125.7 134.9 145.7 158.9 174.0 190.4 222.7

4. Gross national saving 0.0 11.0 -187.6 -65.7 102.6 422.8 637.0 783.4 773.9 696.9 1220.6 1794.0 2352.5 2747.6 3222.5 3801.7 4459.6 5180.0

F.1. Grove national product 0.1 2066.5 6868.5 8324.1 9782.8 11464.9 13508.6 17106.1 19773.9 21788.1 24119.1 26353.7 28946.4 31928.9 35261.2 38885.8 42875.0 47326.1

2. IFS conversion factor 0.0 0.4 1.9 2.1 2.4 2.1 3.2 3.6 3.9 4.1 4.3 4.4 4.5 4.6 4.8 4.9 5.0 5.1
3. GDP at up (curr. mill. US$) 5014 5119.2 3882.5 4309.7 4422.5 4508.6 4498.8 5019.4 5284.9 5465.2 5818.8 6174.5 6600.7 7091.1 7623.5 8191.5 8802.2 9461.2
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Table 61 National Accounts at Constant 1980 prices

------------------------------ ( Actual )---------------------------- ---------------------------------------( Projected )-------------------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1#95 1996 1997 1998 1999 2006 2001

A.I. GDP at market prices 122,946 111,609 108,829 111,660 114,963 118,221 121,316 126,341 130,610 135,404 140,687 146,064 152,469 159,764 167,748 116,126 184,924 194,161

2. Net Indirect Taxes on Imp. 3,288 1,307 1,982 2,277 1,827 1.811 1,52? 1,187 2,381 2,759 2,832 3,219 3,363 3,519 3,692 3,184 3,87 3,974

3. GDP at Producer Prices 119,658 110,302 106,847 109,383 113,136 116,410 119,789 125,154 128,289 132,644 137,655 142,845 149,106 156,244 164,056 112,341 181,040 190,187

R.I. Imports of GNFS 20,718 21,978 21,469 23,245 20,788 23,171 25,412 26,243 26,469 28,757 29,514 29,818 31,155 32,601 34,198 35,056 35,934 36,810

2. Exports of GNFS 25,585 22,780 26,448 25,793 27,366 34,123 39,399 39,674 39,361 43,092 44,J33 46,341 48,379 50,453 52,043 53,629 55,276 51,112

3, Resource balance 4,867 802 4,979 2,548 6,578 10,946 13,987 13,431 12,892 14,336 15,19 16,522 17,224 17,852 17,845 18,573 19,341 20,302

C.1. Total Expenditures 118,079 110,807 103,850 109,112 108,385 107,275 107,329 112,910 117,778 121,068 125,168 129,541 135,245 141,912 149,903 151,553 165,582 113,859

2. Total consumption, etc 99,898 104,245 99,517 102,685 101.645 100,690 100,415 104,905 109,479 112,161 115,515 119,013 123,573 129,448 136,402 143,245 150,411 157,765

a. General government 11,330 10,509 11,343 11,769 14,204 13,654 14,117 15,571 16,069 15,571 16,116 16,632 11,214 17,816 18,440 19.085 19,753 20,445

b. Pcivate, etc 82,564 93,776 88,114 90,916 87,441 87,036 86,298 89,334 93,410 96,596 99,!99 102,441 106,359 111,631 117,962 124,159 130,658 131,320

D.I. Gross domestic investment 18,181 6,522 4,433 6,427 6,740 6,585 6,914 8,005 8,299 8,901 9,852 10,468 11,672 12,464 13,500 14,308 15,171 16,095

a. GDFI 17,637 5,022 5,343 5,927 6,840 1,085 7,214 8,005 8,270 8,871 9,21 10,443 11,648 12,443 13,482 14,293 15,158 16,062

I. Nonfin. Pub. Sector 8,59) 2.462 2,fif 3,598 4,516 4,844 4,885 5,375 5,191 5,238 5,552 5,885 6,179 6,426 6,683 6,951 7,228 7,518

Ii. Private Sector 9,044 2,560 2,615 2,329 2,324 2,241 2,329 2,630 3,079 3,633 4,('69 4,558 5,469 6,016 6,798 7.342 7,930 8,564

b. Changes in Stocks 544 1,500 1,000) 500 (100) (500) (300) 0 29 30 31 26 24 21 19 16 12 13

E.I. Net factor income (7,250) (10,161) (8,373) (6,365) (6,502) (6,200) (5,929) (5,640) (4,537) (4,573) (4,!24) (4,338) (4,316) (4,278) (4,202) (4,212) (4,255) (4,076)

2. Net current transfers 311 321 418 466 332 562 559 548 576 617 (60 672 685 706 734 767 800 893

3. Gross national product 115,696 101,428 100,456 105,095 108,461 112,021 115,387 120,701 126,133 130,831 136,163 141,725 148,153 155,486 163,546 171,914 180,669 190,085

4. Grose domestic saving .. 1/ 23,048 7,324 9,312 8,975 13,318 17,531 20,901 21,436 21,191 23,237 24,971 26,991 28,896 30,316 31,346 32,881 34,513 36,396
5. Gross domestic saving ..21 23,048 4,191 1,399 (337) 1,221 3,034 3,501 2,334 189 (710) 596 2,269 3,267 3,726 4,111 5,024 6,023 6,744

6. Grose national saving .. 1/ 16,109 (2,536) 1,417 2,876 7,148 11,893 15,531 16,344 17,230 19,281 21,307 23,325 25,265 26,744 27,878 29,436 31,058 33,213

7. Gross national saving .. 21 16,109 (5,669) (6,496) (6,436) (4,949) (2,604) (1,869) (2,758) (3,712) (4,666) (3,068) (1,397) (364) 154 643 1,579 2,567 3,561

8. Capacity to import 25,585 19,647 18,535 16,481 15,269 19,626 21,999 20,572 18,359 19,145 20,451 21,618 22,750 23,863 24,809 25,771 26,786 27,460

9. Terms of trade adjustment 0 (3,133) (7,913) (9,312) (12,097) (14,497) (17,400) (19,102) (21,002) (23,947) (24,375) (24,122) (25,629) (26,590) (27,234) (27,857) (28,490) (29,652)

10. Grqss domestic income 122,946 108,476 100,916 102,348 102,866 103,724 103,916 107,239 109,668 111,451 116,111 121,341 126,840 133,174 140,514 148,268 156,434 164,509

11. Gross national income 113,696 98,295 92,543 95,783 96,364 97,524 97,987 101,599 105,131 106,884 111,787 117,003 122,524 128,896 136,312 144,056 152,110 160,433

Il Excluding terms of trade edjustmept

21 Including terms of trade adjustmept
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Table 71 National Accounts - Percent Share of VA by Sector

------------------------------ ( Actual )---------------------------- ----------------------------------- -( Projected ----------------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

A.1. GDP at market prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 00.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

2. GDP at Producer Prices 97.3 98.9 98.1 98.0 98.4 98.4 98.7 99.1 98.4 96.3 98.4 98.2 98.2 98.2 98.2 98.3 98.3 98.4

3. Agriculture .. .. .. .. .. .. 20.7 19.5 19.5 20.4 20.5 20.5 20.4 20.2 20.0 19.8 19.6 19.4

4. Industry .. .. .. .. .. .. 32.2 31.4 29.9 30.0 30.5 31.0 31.4 31.8 32.1 32.5 32.8 33.1

a. Manufacturing .. .. .. .. .. .. 13.4 14.7 15.5 15.7 15.9 16.0 16.2 16.3 16.4 16.5 16.6 16.8

b. Construction .. .. .. .. .. .. 2.7 2.9 3.0 3.0 3.0 2.9 2.9 2.9 2.9 2.9 2.8 2.8

c. mining and quarrying .. .. .. .. .. .. 15.1 12.8 10.3 10.3 10.6 11.0 11.3 11.5 11.8 12.1 12.4 12.4

d. Gas, Electricity & Water .. .. .. .. .. .. 1.0 1.1 1.1 1.1 1.1 1.1 1.0 1.0 1.0 1.0 1.0 1.0

5. Services, etc. .. .. .. .. .. .. 45.9 48.2 49.0 47.8 47.4 46.7 46.4 46.3 46.1 46.0 45.9 45.9
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Table $a National Accounts - Real Growth Rates

---ctul ---------------------------------------------------------------c rjce

------------------------------ ( Actual ) ---------------------------- -------.------------------------------( Projected ) ----------------------------.-----

1961 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

A.I. GDP at market prices 0.9 -1.0 -2.5 2.6 3.0 2.8 2.6 4.1 3.4 3.6 3.8 4.0 4.4 4.8 5.0 5.0 5.0 5.0
2. Agriculture -0.9 7.1 -3.5 3.5 2.4 -1.3 -2.0 7.2 5.0 3.5 3.5 3.5 3.6 3.8 4.0 4.0 4.0 4.0
3. Industry -2.4 -8.8 -1.6 1.5 12.2 8.9 6.3 5.6 2.4 6.5 5.2 4.9 5.6 5.7 5.8 5.8 5.9 6.0

a. Manufacturing -7.8 -8.3 1.9 2.5 5,4 3.5 5.7 6.1 6.0 5.0 5.5 5.5 5.5 5.6 5.7 5.8 5.9 6.0
b. Construction -10.2 -3.7 -21.5 -0.9 14.5 6.6 2.5 2.0 6.0 3.0 3.3 3.4 3.8 4.5 4.5 4.5 4.5 4.5
c. Mining and quarrying 3.8 -10.6 -14.4 1.5 19.9 15.1 7.6 5.3 -1.6 8.8 5.3 4.8 6.1 6.1 6.1 6.2 6.3 6.4

d. Gas, Electricity & Water 12.5 -3.8 7.4 -5.9 5.5 5.1 5.4 6.5 4.0 3.0 3.0 3.0 3.5 4.0 4.0 4.0 4.0 4.0
4. Services, etc. 3.5 -0.2 -0.2 2.3 -1.0 1.1 2.9 2.4 1.4 1.1 2.9 3.0 3.8 4.6 4.9 4.9 4.8 4.7

B.I. Imports of GNFS 37.7 41.7 -2.3 8.3 -10.6 11.5 9.6 3.3 0.9 8.6 2.6 1.0 4.5 4.6 4.9 2.5 2.5 2.4
2. Exports of GUFS -4.1 -5.9 16.1 -2.5 6.1 24.7 15.5 0.7 -0.8 9.5 4.0 3.4 4.4 4.3 3.2 3.0 3.1 3.3

C.1. Total Expenditures 8.5 6.5 -6.3 5.1 -0.7 -1.0 0.1 5.2 4.3 2.8 3.4 3.5 4.4 4.9 5.6 5.1 5.1 5.0
2. Total consumption, etc 10.2 6.6 -4.6 3.2 -1.0 -0.9 -0.3 4.5 4.4 2.5 3.0 3.1 3.8 4.8 5.4 5.0 5.0 4.9

a. General government -21.0 -28.3 7.9 3.8 20.7 -3.9 3.4 10.3 3.2 -3.1 3.5 3.2 3.5 3.5 3.5 3.5 3.5 3.5
b. Private. etc 16.8 12.7 -6.0 3.1 -3.8 -0.5 -0.8 3.5 4.6 3.4 2.9 3.1 3.8 5.0 5.7 5.3 5.2 5.1

0.1. Gross domestic investment -1.3 5.9 -33.6 48.3 4.9 -2.3 5.0 15.8 3.7 7.3 8.4 8.5 11.5. 6.8 8.3 6.0 6.0 6.1

GDFI -19.1 -25.1 6.2 11.1 15.4 3.6 1.8 11.0 3.3 7.3 8.5 8.5 11.5 6.8 8.4 6.0 6.1 6.1
I. Nonfin. Pub. Sector 8.4 -31.4 9.6 33.4 25.5 7.3 0.8 10.0 -3.4 0.9 6.0 6.0 5.0 4.0 4.0 4.0 4.0 4.0

Ii. Private Sector -45.2 -19.3 2.9 -11.6 -0.2 -3.6 3.9 12.9 17.1 18.0 12.0 12.0 20.0 10.0 13.0 8.0 8.0 8.0

2. Gross national product 1.0 -3.0 -1.0 4.6 3.2 3.3 3.0 4.6 4.5 3.7 4,1 4.1 4.5 4.9 5.2 5.1 5.1 5.2
3. Gross domestic saving .. 11 -39.4 -50.7 27.1 -3.6 48.4 31.6 19.2 2.6 -1.1 9.7 7.5 8.1 7.1 4.9 3.4 4.9 5.0 5.5
4. Gross national saving .. 1/ -56.8 -136.3 155.9 103.0 148.5 66.4 30.6 5.2 5.4 11.9 10.5 9.5 8.3 5.9 4.2 5.6 5.5 6.9
5. Gross domestic income 1.2 -1.0 -7.0 1.4 0.5 0.8 0.2 3.2 2.3 1.6 4.2 4.5 4.5 5.0 5.5 5.5 5.5 5.2
6. Gross national income 1.3 -3.1 -5.9 3.5 0.6 1.2 0.5 3.7 3.5 1.1 4.6 4.7 4.7 5.2 5.8 5.7 5.6 5.4

11 Excluding terms of trade adjustment
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Table 9: Balance of Payments (IS$ millions)

------------------------- ( Actual ) ------------------------ --------------------------------------------( Projected ) ------.---------------.--..----..--------

1980 1987 1988 1989 1990 1991 1992 1993 1994 19'5 1996 1997 1998 1999 2000 2001

A. Exoorte of GNFS 1023.6 652.7 673.1 868.5 978.4 919.6 832.9 900.8 981.2 1063.9 1156.5 1254.8 1344.8 1440.4 1543.? 1631.9.lrcbandise (FOB) 942.2 518.7 542.4 723.4 830.7 760.3 665.7 126.1 799.9 818.9 966.8 1060.0 1145.3 1231.0 1336,5 1419.52. Non-factor services 81.4 134.0 130.7 145.1 141.7 159.3 161.2 14.1 181.2 185.1 189.1 194.8 199.6 203.4 207.2 212.4

8. Im orts of GNFS 795.4 920.5 916.4 1025.8 1130.3 1173.1 1200.9 1353.1 1415.5 1467.5 1583.9 1714.2 1853.8 1959.3 2070.9 2187.6. Merchandise (FOB) 678.4 767.2 761.7 861.7 962.7 992.4 1011.3 1150.6 1207.2 1256.2 1368.8 1487.8 1616.4 1718.3 1826.2 1939.22. Non-factor services 117.0 153.3 148.7 164.1 167.6 180.7 189.6 202.5 208.3 211.3 215.1 226.4 237.4 241.0 244.7 248.4

C. Resource balance 228.2 -267.8 -243.3 -157.3 -151.9 -253.5 -368.0 -452.2 -434.4 -403.6 -427.3 -459.5 -509.0 -518.9 -527.2 -555.7

D. Net factor income -295.7 -258.8 -260.0 -249.3 -241.1 -242.5 -201.2 -202.4 -196.4 -201.1 -204.9 -208.2 -209.4 -214.8 -222.A -217.81. Factor receipts 22.1 14.3 15.8 22.1 17.0 22.3 13.5 15.7 22.1 23.1 22.9 22.6 22.2 21.4 20.9 23.02. Factor payments 317.8 273.1 275.8 271.4 258.1 264.8 214.7 218.1 219.1 224.2 221.8 230.8 231.6 236.2 243.0 240.8

E. Net current transfers 12.7 17.9 12.8 21.9 21.6 22.5 22.7 25.1 27.4 28.5 29.8 31.4 33.4 35.7 38.1 43.5

F. Current Account Balance
1. Before official grant* -54.8 -508.7 -490.5 -384.7 -371.4 -473.5 -546.5 -629.5 -603.3 -576.2 -602.4 -636.3 -685.0 -698.0 -711.2 -730.02. Official rants 46.8 103.2 023.9 133.9 *53.4 *60.0 165.5 149.0 162.6 169.1 110.6 175.4 *80.6 l85.9 *90.1 195.2
3. After official grante -8.0 -403.5 -366.6 -250.8 -218.0 -313.5 -380.9 -480.3 -440.7 -401.1 -431.8 -460.9 -504.4 -512.1 -521.1 -534.8

G. LT Capital Inflows n.e.i. 326.3 206.0 204.9 278.1 142.3 200.3 204.5 261.3 260.3 225.9 313.1 4*4.9 411.6 481.1 511.? 525.8
2. irect investment 43.9 36.4 30.0 35.0 35.0 50.0 60.0 70.0 81.0 94.0 109.5 128.0 149.0 173.0 198.0 225.02. Net LT Borrowing .. *I 311.5 169.6 174.9 243.1 107.3 150.3 144.5 211.3 179.3 131.9 204.2 286.9 322.6 308.7 313.7 300.8a. Diebursements (DRS) 456.8 257.2 333.7 381.7 299.7 286.8 342.6 454.1 365.7 353.3 432.6 501.6 536.6 520.4 519.3 492.4b. Repayments 145.3 87.7 158.1 138.6 192.4 136.6 198.2 242.9 186.3 221.3 228.4 214.6 214.0 211.7 205.6 191.63. Other IT inflows (net) -29.1 .. .. ..

H. Total Other items (Not) -222.5 158.5 131.9 -167.1 174.6 203.1 254.8 254.3 204.3 200.5 142.4 70.0 57.6 60.8 56.1 50.4I. Net 6r capital (n.e.t) -45.2 119.0 -21.1 -90.7 70.6 72.0 175.8 132.2 81. 80.9 70.3 70.0 57.6 60.6 56 50.4a. Intereat arreari ..21 119.0 11.0 69.6 73.7 72.1 63.6 42.7 1.A 0.9 0.3 0.0 0.0 0.0 0.0b. Other Net ST Capital -45.2 0.0 -98.1 -160.5 -3.1 -0.7 112.2 89.5 80.0 80.0 70.0 70.0 57.6 60.8 56.1 50.42. Capital flows n.e.i. .. 3/ 0.0 55.0 54.2 -49.7 -47.3 1.2 79.0 122.1 122.;l 119.6 72.1 0.0 0.0 0.0 0.0 0.03. Errors and omlealone -171.3 -15.5 104.8 -26.7 151.3 129.9 0.0 0.0 0.11 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1. Changes in net reserves -95.8 41.0 29.8 139.8 -88.9 -89.8 -78.4 -55.1 -23.) -19.4 -24.3 -24.1 -24.9 -30.3 -46. 41 41. Net credit from IF 96.4 -34.5 42.4 50.6 -11.2 -15.0 13.8 -9.4 -14.1 -23.6 -29.9 -33.3 -41.2 -33.7 -24. 12 02. Rerserve changes (n.e.1) -192.2 75.5 -12.6 89.2 -81.1 -14.8 -82.2 -45.7 -9.i 4.2 5.6 9.2 16.3 3.4 -22.3 -28.4

3. Escrow account .. .. .. .92.2 - .2 .6 .2 .3

J. As Shares of GDP (current US$)
I. Resource balance 4/ 4.6 -6.2 -5.5 -3.5 -3.4 -5.1 -7.0 -8.3 -73 -6.5 -6.3 -6.5 -6.1 -6.3 6 -5.9
2. Interest payments (LTOIMF$S') 3.5 1.8 2.2 2.1 2.9 2.4 3.3 3.6 3.3 3.2 3.0 2.8 2.7 2 7 2 223. Current account balance -1.1 -11.8 -11.1 -8.5 -8.3 -9.4 -10.3 -11.5 -10.A -9.3 -9.1 -9.0 -9.0 -8.54. LT capItal inflow 6.5 4.8 4.6 6.2 3.2 4.0 3.9 5.1 4.5 3.1 4.8 5.9 6.2 5.9 5.0 5.6
K . Net credit from the 1.9 -0.8 1.0 1.1 -0.2 -0.3 0.3 -0.2 -0.2 -0.4 -0.5 -0.5 -0.5 -0.4 -0.3 -0.1

K. Foreign Exchange Reserves
1. Cross reserves including gold. 128.5 424.7 408.8 361.2 363.9 381.0 459.4 514.5 538. 557.6 581.9 606.0 630.9 661.2 707.1 749.32. Cr. reserves In months of imports 1.9 5.5 5.4 4.2 3.9 3.9 4.6 4.6 4.11 4.6 4.4 4.2 4.1 4.0 4.1 4.1

L. Exchange Rates
1. In nominal terms (LOI/US$)

a. Average rats 0.0 2.1 2.4 2.7 3.2 3.6 3.9 4.1 4.:l 4.4 4.5 4.4 4.8 4.9 5.0 5.1b. End Year 0.0 2.2 2.4 2.9 3.4 3.7

2. In real terms
a. Real Effective Exchange Rate 100.0 80.8 74.7 72.4 60.8 62.9

M. Memorandum Items GDP (current US$M) 5014.1 4309.7 4422.5 4506.6 4498.8 5019.4 5284.9 5465.2 5818.h 6174.5 6600.7 7091.1 7623.5 8191.5 8802.t 9461.2

11 1980-1991 on cash basiale 1992 and thereafter, on accrual beasi.
2/ Dota available only from 1985 and onwards
3/ Includes unpaid Argentina Gas, change In arrears, not relief of Brazil arrears, debt cancellation and other exceptional financing tema..
4/ Note that, for the historical period, there are some inconsistences between these figures and those teported in nAtional accounts.
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Table 10i External Debt - Disbursements and Repayments

-------------------------- ( Actual )------------------------- ----------------------------------- ( Projected )----------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

DISBURSEMPTS

A. Public & Publicly Guar. LT 440.8 137.1 328.4 257.2 333.7 381.7 299.7 286.8 342.6 454.1 365.7 353.3 432.6 501.6 536.6 520.4 519.3 492.4

1. Official Ctedifors 194.9 134.8 321.7 232.2 333.1 376.6 290.7 272.2 338.5 451.8 365.1 353.0 432.6 501.6 536.6 520.4 519.3 492.4

a) Multilateral 107.7 73.3 243.2 154.6 257.4 271.0 204.3 197.0 255.6 320.4 265.7 248.7 303.7 346.8 363.6 342.4 344.3 306.b

IDA 1.8 1.7 4.0 41.3 111.5 78.8 48.1 47.9 66.4 80.0 86.4 93.4 98.8 84.9 80.7 63.9 65.0 24.3

IBRP 72.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.b 0.0 0.0 0.0 0.0 0.0 0.0 O.b
b) Bilatiral 87.2 61.5 78.6 77.6 76.2 99.5 86.4 75.2 82.8 131.4 99A 104.3 129.0 154.8 173.0 178.0 175.0 185.A

2. Private Ctdditore 245.9 2.3 6.7 25.0 0.0 5.1 9.1 14.6 4.2 2.4 0. 0.3 0.0 0.0 0.0 0.0 0.0 0.b
a) Suppliers 21.8 0.8 6.7 0.0 0.0 1.5 9.1 2.4 1.2 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.6

b) Financial Markets 57.8 0.0 0.0 25.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 o.b
ohi Financial Inst. 57.8 0.0 0.0 25.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.b

Bonds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.b
c) Export Credit 166.3 1.5 0.0 0.0 0.0 3.6 0.0 5.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.A

B. Private Non-Guarantoed LT 16.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.A 0.0 0.0 0.0 0.0 0.0 0.0 0.b

C. Total LT Disbursements (Atl) 456.8 137.1 328.4 257.2 333.7 381.7 299.7 286.8 342.6 454.1 365.7 353.3 432.6 501.6 536.6 520.4 519.3 492.4

D. IMF Purchases 96.4 0.0 134.7 0.0 91.3 56.9 30.6 31.0 50.2 18.7 0.D 0.0 0.0 0.0 0.0 0.0 0.0 0.0

E. Not Short-Tern Capital -228.0 10.0 45.0 93.0 -171.0 -40.0 -57.0 -8.0 121.9 89.5 80.0 80.0 70.0 70.0 57.6 60.8 56.1 58.b

F. Total Disbursements (C+D+E) 325.2 147.1 508.1 350.2 254.0 398.6 273.5 309.8 514.7 562.3 445.7 433.3 502.6 571.6 594.2 581.2 575.4 550.4

PLEPAYHtNTS ..1/

A. Public L Publicly Guar. LT 126.3 148.6 103.6 67.7 158.7 138.6 168.4 111.6 198.2 242.9 186.3 221.3 228.4 214.6 214.0 211.7 205.6 191.16
1. Official Creditors 41.1 135.9 92.4 80.9 127.6 131.8 162.7 106.0 163.0 235.8 181.3 215.7 225.1 212.3 212.0 209.8 204.3 190.3

a) Multilateral 7.2 72.7 11.3 60.6 71.3 110.1 116.9 81.2 92.4 110.4 123.6 144.6 160.1 162.6 157.3 152.0 152.5 142.9
ovW: IBRD 2.6 11.7 17.9 18.6 22.7 18.7 20.9 25.3 22.3 22.8 22.6 22.4 22.9 19.8 14.0 13.3 11.6 0.3

IDA 0.3 1.0 1.0 1.1 1.2 1.4 1.6 1.7 8.2 8.2 2.4 2.4 3.0 4.1 6.3 8.4 10.5 13.0

b) Bilateral 33.9 63.3 21.1 20.1 56.3 21.7 45.8 24.8 90.6 125.4 57.7 71.1 65.0 49.7 54.7 57.9 51.9 47.4

2. Private Creditors 85.2 12.7 11.2 6.8 31.2 6.8 5.8 5.6 15.1 7.0 5.0 5.6 3.3 2.3 2.0 1.9 1.3 1.3

a) Suppliers 28.8 5.0 4.8 2.4 3.0 4.4 3.9 4.7 8.4 5.0 3.2 3.2 1.0 0.3 0.0 0.0 0.0 0.b
b) Financial Markets 48.6 3.9 1.3 2.1 25.9 0.0 0.0 0.0 2.1 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.A

o/ut Financial Inst. 47.7 3.0 0.5 1.2 25.0 0.0 0.0 0.0 1.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 o.b
Bonds 0.9 0.9 0.9 0.9 0.9 0.0 0.0 0.0 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.A

c) Export Credit 7.9 3.8 5.0 2.4 2.2 2.4 1.9 0.8 4.6 1.4 1.3 1.8 1.7 1.4 1.4 1.3 0.1 0.7

B. Private Non-Guarenteed LT 19.0 25.8 0.0 0.0 0.0 0.0 24.0 25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.b
C. Total LT Repayments (AIB) 145.3 114.4 103.6 81.7 158.1 136.6 192.4 136.6 198.2 242.9 186.3 221.3 228.4 214.6 214.0 211.1 205.6 191.4
D. IMF Repurchases 0.0 23.5 38.2 34.5 48.9 6.3 42.0 46.0 36.4 28.1 14.3 23.6 29.9 33.3 41.2 33.1 24.4 12.b
E. Total LT Repay + IMF Repurchases 145.3 191.9 141.8 122.2 207.6 144.9 234.4 182.6 234.6 271.0 200.6 244.9 258.3 247.9 255.2 245.4 230.0 203.A

1/ 1980 - 1991, principal paid only.
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CSP Table Ili External Debt - Interest and DOD

(US$ Millions at Current Prices)

-------------------------- Actual ) ------------------------- ----------------------------------- Projected )----------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

INTERIEST .. 11

A. Public & Publicly Guar. LT 163.8 99.7 53.5 76.6 96.6 93.3 116.5 107.0 138.3 160.7 163.5 161.8 156.9 157.5 167.0 179.3 194.8 210.9
1. Official Creditors 42.2 17.1 50.2 73.0 91.7 88.1 114.1 104.4 133.0 157.0 160.2 158.8 153.7 154.9 164.1 177.1 192.7 208.9

a) Multilateral 21.2 35.9 43.2 51.4 61.1 67.7 69.0 74.5 85.5 92.8 98.1 98.9 96.6 97.5 104.5 113.7 124.8 136.3

oawi IBID 10.5 15.6 19.6 20.2 19.8 17.9 15.3 16.3 13.6 11.8 9.9 8.1 6.2 4.4 2.9 1.8 0.7 0.0

IDA 0.5 0.8 0.7 1.2 1.7 2.0 2.5 3.0 3.7 4.2 4.6 5.2 5.9 6.6 7.3 7.9 5.4 8.8

b) Bilateral 21.0 41.2 7.0 21.6 30.6 20.5 45.1 29.9 47.6 64.2 62.1 59.8 57.0 57.3 60.2 63.4 67.9 72.6

2. Private Creditor* 121.6 22.6 3.3 3.6 4.9 5.2 2.4 2.6 5.2 3.8 3.3 3.0 3.2 2.7 2.3 2.2 2.1 2.1

a) Suppliers 13.2 0.6 1.2 0.8 O.8 2.0 1.6 1.2 1.4 0.8 0.5 0.3 0.7 0.2 0.0 0.0 0.0 0.0

b) Financial Markets 98.2 1.4 1.2 1.9 3.5 0.0 0.6 0.9 1.6 1.0 0.9 0.9 0.9 0.9 0.9 0.8 0.8 0.8
o/v Financial Inst. 94.8 0.3 0.1 0.0 1.7 0.0 0.6 0.9 0.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.0

Bonda 3.4 1.1 1.1 1.9 1.9 0.0 0.0 0.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.8 0.8 0.8
c) Export Credit 10.2 20.6 0.9 1.0 0.6 3.2 0.2 0.6 2.2 2.0 1.9 1.8 1.7 1.6 1.5 1.4 1.3 1.2

3. Private Non-Guaranteed LT 9.4 57.5 45.0 0.0 0.0 0.0 14.0 12.0 36.2 36.9 37.9 38.6 39.4 40.2 41.0 41.8 40.0 6.0

C. Total LT Interest (AiB) 173.2 157.2 98.5 76.6 96.6 93.3 130.5 119.0 174.5 197.6 201.4 200.4 196.3 197.7 208.0 221.1 234.8 216.9

D. IMF Service Charges 2.5 5.4 4.3 8.8 8.7 14.7 16.0 13.3 9.0 5.0 4.0 3.9 3.7 3.6 3.3 3.2 3.1 A.0

E. Interest Paid on ST Debt 44.5 5.0 6.2 15.5 16.2 20.2 14.0 10.0 18.6 19.2 27.0 29.9 32.9 36.0 39.6 42.7 47.3 44.0

F. Total Interest Paid (C+D+E) 220.2 167.6 109.0 100.9 121.5 128.2 160.5 142.3 202.1 221.8 232.4 234.2 232.9 237.3 250.9 267.0 285.2 25.9

DEBT OUTSTANDING L DISB (DOD)

A. Public & Publicly Guar. LT 2181.6 3511.4 4070.2 4621.3 4139.8 3428.8 3681.4 3523.4 3652.9 3653.8 3833.1 3965.0 4169.2 4456.2 4778.8 5007.5 5380.1 5680.4

1. Official Creditors 1095.8 2087.8 2749.6 3504.5 3610.0 3078.4 3356.3 3218.9 3365.2 3580.5 3764.3 3901.5 4109.0 4398.3 4722.9 5033.4 5327.4 5629.5
a) Multilateral 447.2 724.1 941.5 1104.6 1291.4 1440.0 1592.4 1718.1 1881.3 2091.2 2233.3 2337.3 2480.9 2665.1 2871.4 3061.9 3232.7 3396.6

ou: IB.D 175.3 207.0 234.7 270.1 227.9 199.2 193.1 171.9 149.6 126.8 104.2 81.8 58.9 39.1 25.1 11.9 0.3 0.0

IDA 63.8 94.4 97.4 141.0 249.3 324.9 393.3 443.2 501.4 513.2 657.6 748.6 844.4 925.2 999.6 1055.1 1088.6 1100.0
b) Bilateral 648.6 1363.6 1808.2 2399.8 2318.6 1638.4 1763.9 1500.8 1483.9 1489.3 1531.0 1564.2 1628.1 1733.2 1851.5 1971.6 2094.7 2232.9

2. Private Creditors 1085.7 1423.6 1320.6 1116.8 529.8 350.4 325.2 304.5 287.7 73.3 68.8 63.5 60.2 57.9 55.9 54.0 52.7 56.9

a) Suppliers 152.8 110.0 85.9 86.4 55.4 40.9 42.1 26.3 18.1 13.6 10.5 1.3 6.3 6.0 6.0 6.0 6.0 6.0

b) Financial Markets 681.5 939.2 931.8 955.7 427.2 268.6 248.3 244.7 241.9 33.1 33.1 32.7 32.1 31.5 30.9 30.2 29.6 28.5

o/uw Financial Inst. 608.0 901.6 895.1 919.8 392.2 233.6 213.3 209.7 209.9 1.7 2.3 2.6 2.6 2.6 2.6 2.6 2.6 2.1

Bonds 73.4 37.7 36.8 35.9 35.0 35.0 35.0 35.0 32.0 31.4 30.7 30.1 29.5 28.9 28.3 27.7 27.1 26.4

c) Export Credit 251.5 374.4 302.9 74.7 47.2 40.9 34.8 33.6 27.7 26.6 25.3 23.5 21.8 20.4 19.1 11.8 17.1 16.4

B. Private Non-Guaranteed LT 92.0 555.0 555.0 200.0 200.0 200.0 177.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0
C. Total LT Debt (A#B) 2273.6 4066.4 4625.2 4821.3 4339.8 3628.8 3858.4 3675.4 3804.9 3805.8 3985.1 411.0 4321.2 4608.2 4930.8 5239.5 5532.1 5832.4

D. Use of IMF Credit 126.3 82.2 192.3 185.7 208.8 237.0 256.8 241.8 255.6 246.2 231.9 208.3 118.4 145.1 103.9 70.2 45.8 33.8

E. Short-Term Debt 300.0 656.1 757.3 829.2 352.6 254.9 154.0 155.0 128.2 217.7 297.7 377.7 447.7 517.7 575.3 636.1 692.2 750.2
F. Total External Debt (C+D+E) 2699.9 4804.7 5574.8 5836.2 4901.2 4120.7 4269.2 4072.2 4188.7 4269.7 4514,7 4703.0 4947.3 5271.0 5610.0 5945.8 6270.1 6616.4

1/ 1980-1991, on cash basta.
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Table 12: External Debt - Net Disbursement & Perpent Distribution of DOD

-------------------------- ( Actual )------------------------- ------------------------------------ ( Projected )------------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

NET DISBURSEMENTS .. 1)

A. Public & Publicly Guar. LT 314.5 -11.6 224.8 169.6 174.9 243.1 131.3 175.3 144.5 211.3 179.Y 131.9 204.2 286.9 322.6 $08.7 313.7 300.8

1. Official Creditors 153.8 -1.1 229.3 151.4 206.1 244.6 128.0 166.2 155.4 215.9 183.A 131.3 207.5 289.2 324.6 310.6 315.0 302.1

a) Multilateral 100.5 0.7 111.9 93.8 186.2 166.9 87.4 115.8 163.2 209.9 142.1 104.1 143.5 184.2 206.3 190.4 191.9 163.9

IDA 1.5 0.7 3.0 40.3 f10.4 77.4 47.1 46.2 58.1 71.8 84.4 91.0 95.8 80.8 74.4 55.5 54.5 11.4

IBID 70.0 -1.2 -14.6 -16.6 -22.7 -18.7 -20.9 -25.3 -22.3 -22.8 -22.( -22.4 -22.9 -19.8 -14.0 -13.3 -11.6 -0.3

b) Bilateral 53.2 -1.8 57.4 57.6 19.9 77.9 40.6 50.4 -7.8 6.0 4l.1 33.2 64.0 105.0 118.3 120.1 123.1 138.2

2. Private Creditors 160.7 -10.4 -4.5 18.2 -31.2 -1.7 3.3 9.1 -10.9 -4.7 -4.1 -5.3 -3.3 -2.3 -2.0 -1.9 -1.3 -1.3
a) Suppliers -6.9 -4.2 1.9 -2.4 -3.0 -2.9 5.2 -2.3 -7.2 -4.5 -3.1 -3.2 -1.0 -0.3 0.0 0.0 0.0 0.0

b) Financial Markets 9.2 -3.9 -1.3 22.9 -25.9 0.0 0.0 6.6 0.3 1.0 0.0 -0.3 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6

ohi Financial Inst. 10.1 -3.0 -0.5 23.8 -25.0 0.0 0.0 6.6 0.9 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 -0.5

bonds -0.9 -0.9 -0.9 -0.9 -0.9 0.0 0.0 0.0 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6
c) Export Credit 158.4 -2.3 -5.0 -2.4 -2.2 1.2 -1.9 4.7 -4.0 -1.1 -1.S -1.8 -1.7 -1.4 -1.4 -1.3 -0.7 -0.

8. Private Non-Guaranteed LT -3.0 -25.8 0.0 0.0 0.0 0.0 -24.0 -25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.A

C. Total LT Disbursement* (A4P) 311.5 -37.4 224.8 169.6 174.9 243.1 107.3 150.3 144.5 211.3 179.5 131.9 204.2 286.9 322.6 308.7 313.7 300.8

D. IMF Purchases 96.4 -23.5 96.5 -34.5 42.4 50.6 -11.2 -15.0 13.8 -9.4 -14.S -23.6 -29.9 -33.3 -41.2 -33.7 -24.4 -12.0

E. Net Short-Term Capital -228.0 10.0 45.0 93.0 -171.0 -40.0 -57.0 -8.0 121.9 89.5 80.0 80.0 70.0 70.0 57.6 60.8 56.1 58.4
F. Total Disbursements (C*D+E) 179.9 -50.9 366.3 228.1 46.3 253.7 39.1 127.3 280.2 291.4 245.t 188.3 244.3 323.6 339.0 335.8 345.4 346.8

PERCENT DISTRIBUTION OF DOD

A. Public L Publicly Guar. LT 80.8 73.1 73.0 79.2 84.5 83.2 86.2 86.5 87.2 85.6 84.4 84.3 84.3 84.5 85.2 85.6 85.8 85.9

1. Official Creditors 40.6 43.5 49.3 60.0 73.7 74.7 78.6 79.0 80.3 83.9 83.1 83.0 81.1 83.4 84.2 84.7 85.0 85.1
a) Multilateral 16.6 15.1 16.9 18.9 26.3 34.9 31.3 42.2 44.9 49.0 49.A 49.7 50.1 50.6 51.2 51.5 51.6 51.

owa IBRD 6.5 4.3 4.2 4.6 4.7 4.8 4.5 4.2 3.6 3.0 2. 1.7 k.2 0.7 0.4 0.2 0.0 0.0
IDA 2.4 2.0 1.7 2.4 5.1 7.9 9.2 10.9 12.0 13.4 14.! 15.9 17.1 17.6 17.8 17.7 1).4 16.6

b) Bilateral 24.0 28.4 32.4 41.1 47.3 39.8 41.3 36.9 35.4 34.9 33.8 33.3 32.9 32.9 33.0 33.2 33.4 33.1

2. Private Creditors 40.2 29.6 23.7 19.1 10.8 8.5 7.6 7.5 6.9 1.7 1.5 1.4 1.2 1.1 1.0 0.9 0.8 0.8

a) Suppliers 5.7 2.3 1.5 1.5 1.1 1.0 1.0 0.6 0.4 0.3 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1

b) Financial Markets 25.2 19.5 16.7 16.4 8.7 6.5 5.8 6.0 5.8 0.8 0.7 0.7 0.6 0.6 0.6 0.5 0.5 0.4

c/vt Financial Inpt. 22.5 18.8 16.1 15.8 8.0 5.1 5.0 5.1 5.0 0.0 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0

Bonds 2.7 0.8 0.7 0.6 0.7 0.8 0.8 0.9 0.8 0.1 0.7 0.6 0.6 0.5 0.5 0.5 0.4 0.4

c) Export Credit 9.3 7.8 5.4 1.3 1.0 1.0 0.8 0.8 0.7 0.6 0.1 0.5 0.4 0.4 0.3 0.3 0.3 0.2

B. Private Non-Guaranteed LT 3.4 11.6 10.0 3.4 4.1 4.9 4.1 3.7 3.6 3.6 3.4 3.2 5.1 2.9 2.7 2.6 2.4 2.3

C. Total LT Debt (A#B) 84.2 84.6 83.0 82.6 88.5 88.1 90.4 90.3 90.8 89.1 88.A 87.5 87.3 87.4 87.9 88.1 88.2 88.2

D. Use of IHF Credit 4.1 1.7 3.4 3.2 4.3 5.8 6.0 5.9 6.1 5.8 5.1 4.4 3.6 2.8 1.9 1.2 0.7 0.5

E. Short-Term Debt 11.1 13.7 13.6 14.2 7.2 6.2 3.6 3.8 3.1 5.1 6.6 8.0 0.0 9.8 10.3 10.1 11.0 11.3

F. Total External Debt (C+D*E) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Il 1980 - 1991, on cash basis.
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Table 131 IBED and IDA Debt Indicators

-------------------------------- ( Actual )----------------------------- ----------------.--------------------- ( Projected -----------------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 i95 1996 1997 1998 1999 20012 2001

IBRD

Disbursements 72.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Uepayments 2.6 11.7 17.9 18.6 22.7 18.7 20.9 25.3 22.3 22.8 22.6 22.4 22.9 19.8 14.0 13.3 11.6 0.3
Interest 10.5 15.6 19.6 20.2 19.8 17.9 15.3 16.3 13.6 11.8 9.9 8.1 6.2 4.4 2.9 1.8 0.? 0.0
Stock 115.3 207.0 234.7 270.1 , 227.9 199.2 193.7 171.9 149.6 126.8 104.2 81.8 58.9 39.1 25.1 11.9 0.3 0.0

IDA

Disbursements 1.8 1.7 4.0 41.3 111.5 78.8 48.7 47.9 66.4 80.0 86.0 93.4 98.8 i4.9 80.7 63.9 65.0 24.5
Repaymente 0.3 1.0 1.0 1.1 1.2 1.4 1.6 1.7 8.2 8.2 2.4 2.4 3.0 4.1 6.3 8.4 10.5 13.0
Interest 0.5 0.8 0.7 1.2 1.7 2.0 2.5 3.0 3.7 4.2 4.6 5.2 5.9 6.6 7.3 7.9 5.4 8.8
Stock 63.8 94.4 97.4 141.0 249.3 324.9 393.3 443.2 501.4 573.2 657.6 748.6 844.4 935.2 999.6 1055.1 1088.6 1100.0

IBKD L IDA

Disbursemente 74.4 12.2 7.3 43.2 111.5 78.8 48.7 47.9 66.4 80.0 86.8 93.4 98.8 84.9 80.7 63.9 65.0 24.5
Repaymente 2.9 12.7 18.9 19.6 23.8 20.1 22.5 21.0 30.5 31.0 25.0 24.8 25.9 23.9 20.3 21.1 22.0 13.3

Net Disbursement 71.5 -0.5 -11.6 23.6 87.7 58.7 26.2 20.8 35.8 49.0 61.8 68.6 12.9 61.0 60.4 42.2 43.0 11.2
Interest 10.9 16.4 20.4 21.3 21.5 19.9 17.8 19.2 17.3 15.9 14.5 3.3 12.1 11.0 10.2 9.7 6.1 8.8

Net flow 60.5 -16.8 -32.0 2.3 66.2 38.8 8.4 1.6 18.5 33.1 41.3 55.3 60.8 50.0 50.2 32.5 36.0 2.4
Stock 239.1 301.4 332.1 411.1 477.3 524.0 587.0 615.2 651.0 700.0 761.8 830.4 903.3 964.3 1024.7 1066.9 1088.8 1100.0

IBID L IDA Debt Service

Total in US$M 13.8 29.1 39.3 40.9 45.3 40.0 40.3 46.3 47.8 47.0 39.5 38.1 38.0 34.8 30.5 31.5 28.A 22.1
As Percent of Export of G&S 1.3 3.9 5.5 6.1 6.6 4.5 4.0 4.9 5.6 5.1 3.9 3.5 3.2 2.1 2.2 2.2 1.8 1.3

As Share of GDP 0.3 0.6 1.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.2
As Share of Total Debt Service 1! 3.8 6.8 12.3 7.5 9.4 9.6 7.0 9.1 8.0 8.2 7.9 6.9 7.0 6.7 5.6 5.8 5.3 4.7
As Share of PPG Debt Service I, 4.8 9.4 17.5 8.4 11.1 10.7 8.7 11.4 9.6 9.7 9.5 8.3 8.7 8.5 7.3 7.4 6.7 5.4
As Share of Multilateral Debt Service 48.8 26.8 34.3 36.5 34.2 22.5 21.7 29.7 26.9 23.1 11.8 15.6 14.8 13.4 11.7 11.8 10.2 7.9

Prefered Creditors' Debt Service

Prefered Debt Service in US$M 28.4 108.6 114.5 112.1 132.3 177.8 186.0 155.6 177.9 203.2 221.7 243.6 256.8 260.1 261.8 265.7 277.3 279.1
Prof. Debt ServiceIPPG Debt Service j 9.8 35.0 51.0 23.0 32.5 47.4 40.2 38.4 35.6 41.8 53.2 52.9 58.6 63.8 62.8 62.8 66.1 67.7

Total External Debt todicators

Total DODJGDP 53.8 93.9 143.6 135.4 110.8 91.4 94.9 81.1 79.3 78.1 77.6 76.2 75.0 74.3 73.6 72.6 71.2 69.9
Toial Debt Service/Exporti Il 34.9 58.0 44.4 81.9 69.9 46.7 57.5 54.3 70.9 62.8 49.8 51.2 46.1 40.8 39.6 37.2 34.2 28.5
Total Debt Service/GDP Il 1.3 8.4 8.2 12.7 10.9 9.2 12.7 10.2 11.4 10.5 8.6 9.0 8.2 7.3 7.1 6.6 6.A 5.0

HIBD & IDA Stock 6f Debt

As Share of Total External Debt 8.9 6.3 6.0 7.0 9.7 12.7 13.7 15.1 15.5 16.4 16.9 1;7 18.3 18.3 18.3 17.9 11.4 16.6
As Share of Total Exports of C&S 22.9 40.9 46.3 61.6 69.3 58.8 59.0 65.3 76.9 76.4 15.9 6.4 76.6 . 75.5 75.0 13.0 69.6 66.5

11 Includas debt service due but rescheduled by bilateral creditors.
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OFFICE MEMORANDUM

DATE: June 4, 1993

TO: Distribution

FROM: Dennis de Tray, Division hief, LA3C1

EXTENSION: 31967

SUBJECT: Bolivia: Country Strategy Paper
Minutes of Working Level Review Meeting

1. A meeting was held May 25, 1993 to review the draft Bolivia CSP.
Mr. Abe chaired the meeting. A list of participants and authors of written comments
is attached.

2. The meeting endorsed the CSP. The main issues discussed included:
(a) the macroeconomic framework and non-compliance of the ESAF condition on
fiscal deficits; (b) growth scenarios; (c) linkage between the proposed strategy and
poverty reduction; (d) the environment; and (e) IDA allocation. Based on the
meeting and comments received, the following changes have been incorporated
before RVP review:

* the macro section (paras. 18-21) is revised to include three scenarios: (1)
high-growth scenario (successful in major reforms in the first year of the next
administration); (2) moderate-growth scenario (restoring macroeconomic
stability but slow implementation of major reforms) and (3) worse case
scenario (failing to consolidate macroeconomic stability and slowing or
stopping implementation of structural reforms). The high-growth scenario,
however, remains as our base case supported by projections in the statistical
annex.

* the main text reinforces the message that long-term sustainability of natural
resources is an underlying theme for our strategy; and a box on natural
resource management is added.

* we advanced two projects (Integrated Child Development Project and Second
Social Investment Fund) from FY94 to FY93 now that they are to be
presented to the Board within FY93; consequently, our lending program for
FY94-96 is now consistent with the FY94-96 allocation of IDA resources for
Bolivia.

Attachment

Distribution: Messrs./Mmes. Kashiwaya (CFSVP); Sud (CFSDR); Young (CFSPS);
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Linn (FPRVP); Ray (DPGDR)(3); Adams (OPRDR); Rao, Walton (DECVP);
Nishimizu (FRSDR); Birdsall, Page, Shirley, Gelb (PRD); Petit, Brandao
(AGRDR); Long (FSD); El-Ashry (ENVDR); Pouliquen, Cohen (TWUDR);
de Morode (PHNDR); Pfeffermann (CEl); Khambata (CCMDR); Stem
(IENDR); Paul (CLADR); Lupberger (CLAD3); Hollywood (MIGGU);
Weigel (CEFIF); El-Rifai (MIGPA); Collell, Molares (LEGLA); Choksi,
Amoako (HRO); Brenner (IMF)

Messrs./Mmes. Edwards, Fleisig, Hicks (LACCE); Alexander (LATSO);
Gregory (LACCA)(2); Aiyer (LATDR); Abe, Garcia-Zamor, Vasiliades
(LA3DR); Mahar, Hazelton (LATEN); Chaudhry (LATPS); Challa, Saez,
Dorfman, Goldmark, Megateli, Barham, Rajasingham (LA3TF); van der
gaag, Corbett, Schneidman, Lashman (LA3HR); Coll (LA4HR); Krafft,
Ferrer, Girardot-Berg, Wholey (LA3AG); Ludwig, Brizzi, Menendez.
Alonso, Ramani (LA3IN); Remy (IENIM); Morrow, Bateman, Fretes-Cibils,
Iwase, Mubarak (LA3C1)
Bernard, Ruderfer (LA3BO); LACIC

NIwase
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ATTACHMENT

BOLIVIA - CSP WORKING LEVEL REVIEW MEETING

May 25, 1993

Meeting Participants

Yoshiaki Abe (LA3DR) -- Chair
F. Desmond McCarthy (DPG)
Keith Jay (FRMRO)
Heywood Fleisig (LACCE)
Patricia Brenner (IMF)
Toma Gudoc (IMF)
Marie Garcia-Zamor (LA3DR)
Dennis de Tray (LA3C1)
Vicente Fretes-Cibils (LA3C1)
Debbie Bateman (LA3C1)
Noriko Iwase (LA3C1)
Connie Bernard (LA3BO)
Nicholas Krafft (LA3AG)
Gianni Brizzi (LA3IN)
Sue Goldmark (LA3TF)
Abdderrahmane Megateli (LA3TF)
Sanjivi Rajasingham (LA3TF)
Alain Tobelem (LATPS)
Waleed H. Malik (LATPS)

Written Comments Received

Guy Pfeffermann (CEIED)
Antonio Brandao (AGRAP)
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THE WORLD BANK / IFC / M.I.G.A.

OFFICE MEMORANDUM

DATE: May 18, 1993

TO: Distribution Below

FROM: Noriko IwaActing Division Chief, LA3C1

EXTENSION: 30137

SUBJECT: BOLIVIA: Country Strategy Paper (CSP)
Working Level Review Meeting

1. Attached is the draft Bolivia C* . Yoshiaki Abe wi be chairing
a meeting to review this paper on TuesdayMay 25, 1993 at 10:00 a.m. in Conf.
Room 1-4068.

2. Due to recent leaks in the Bolivian press of some internal doc ments,
each copy is numbered. We would greatly appreciate it if you could handle this
document with extra care.

3. If you have written co ments, please send them to me (1-5043).

Attachment

Distribution: C

Messrs./Mmes.: Kashiwaya (CFSVP); Sud (CFSDR); Young (CFSPS); Linn
(FPRVP); Ray (DPGDR)(3); Adams (OPRDR); Rao, Walton (DECVP);
Nishimizu (FRSDR); Birdsall, Page, Shirley, Gelb (PRD); Petit (AGRDR);
Long (FSD); El-Ashry (ENVDR); Pouliquen, Cohen (TWUDR); Hamilton
(PHRDR); Pfeffermann (CEI); Khambata (CCMDR); Stern (IENDR); Paul
(CLADR); Henry-May (CLAD4); Hollywood (MIGGU); Weigel (CEFIF);
El-Rifai (MIGPA); Collell, Molares (LEGLA); Choksi, Amoako (HRO);
Brenner (IMF)

Messrs./Mmes.: Edwards, Fleisig, Hicks (LACCE); Alexander (LATSO);
Gregory (LACCA)(2); Aiyer (LATDR); Abe, Garcia-Zamor, Vasiliades
(LA3DR); Mahar, Hazelton (LATEN); Chaudhry (LATPS); Challa, Saez,
Dorfman, Goldmark, Megateli, Barham, Rajasingham (LA3TF); van der
Gaag, Corbett, Schneidman, Lashman (LA3HR); Coll (LA4HR); Krafft,
Ferrer, Girardot-Berg, Wholey (LA3AG); Ludwig, Brizzi, Menendez,
Ramani (LA3LN); Remy (IENIM); de (o/r), Morrow, Bateman, Fretes-
Cibils, Mubarak (LA3Cl) 7
Bernard, Ruderfer (LA3BO); LACIC

DC
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Executive Summary

An ambitious strategy:
Take advantage of the opportunity provided by the new Government to
complete major economic and social reforms to accelerate growth and

reduce poverty.

Social and political consensus in Bolivia support the current economic model and the
need for additional reforms more strongly now than at any time in the past eight years. This
consensus will give the next government, which will come to power in August, a solid
foundation from which to dismantle remaining barriers to investment, growth and poverty
reduction. The leading edge of this attack should be a series of second generation adjustment
reforms that will redefine and refine the role of the state. If properly implemented these
reforms would: Unbind the productive and export potential of Bolivia's natural resources by
eliminating monopolistic roles of state enterprises, establishing appropriate legislative and
institutional framework, and improving transport; strengthen the core public institutions of
the civil service and judiciary; and broaden access to good quality basic education. Bolivia
would then have the growth and the government needed to aggressively attack its stubborn
and pervasive poverty. 5

The lending program for FY94-98 is designed to take advantage of the upcoming
window of opportunity and aggressively support these reforms. To do so, the program is
front-loaded, with most o itcore (64%), to be committed over the next two fiscal years,
consisting of operations directed at structural reform in the major public enterprises, the civil
service, the judiciary, and the educational sector. The remainder of the program would
emphasize projects that directly reduce poverty or ameliorate the consequences of being poor
(27%) and strengthen natural resource management capacity (9%) to ensure sustainable
growth for future generations of Bolivians.

Government commitment to the above reform program, while probable, is not
and strong opposition om affected interest groups could delay or derail its

exe in.nIn this event, the lendng program would be reduced to concentrate on
investments in social and economic infrastructure, as well as those reform areas where it may
still be possible to proceed. Iment will be
its actions in regard to reform and restruc of tate ente rise which
dominates he hydrocarbons sector, and the make up of the new cabinet, especially health
an uc n mstes.

May 18, 1993
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I. The Point of it all: Reducing Poverty

1. By any reasonable standard most Bolivians are poor. They are poor because they
lack income: per capita GDP is less than $750 and not equitably distributed. They are poor,
as well, in terms of basic necessities: half or more of the population lacks access to clean
water, adequate sanitation, and basic health care; more than half the population is functional-
ly illiterate (see Figure 1). Raising standards of living for most Bolivians will come only
through a significant acceleration in, and equitable distribution of, economic growth and a
significant improvement in levels and quality of social services. The strategy outlined in this
paper represents a practical, sustainable means of achieving these two fundamental goals of
development as quickly as possible. The cornerstones of this strategy are a series of second-
generation reforms that will restructure and redirect the role of state and a reform of the
country's education system that will give all Bolivians access to good quality basic education.

2. Most Bolivians are poor but some are much poorer than others. e strategy
developed here recognizes that in the near term the government mu als direct its efforts
toward increasing access to basic social services (education, hwater and sanitation,
nutrition intervention) for the country's most vulnerable groups, especially women and
children. In some cases mechanisms already exist to further this goal (Bolivia's Social
Investment Fund, for example); in others new mechanisms are being developed (an
Integrated Child Development Project, for example). In all cases, the success of these
programs depends critically on the government's ability to improve the efficiency of its own
operations and its targeting of scarce public resources for social needs. An essential first
step is a program that maximizes the substitution of private capital for public capital in all
areas where such substitution is possible and uses the fiscal space thus created for increased
social sector investments.

3. The arrival of a new government in August may present a unique opportunity to
Bolivia and to the Bank to shorten the country's development path. A strong, reform-minded
government can accelerate economic growth by fostering private sector investment while
withdrawing the state from the major productive sectors and strengthening its capacity to
make policy, to regulate and to enforce laws. These reforms offer the best hope of
unleashing the country's income-generating potential from its natural resource base and
freeing up public sector resources to fund much expanded programs in education and health
to the benefit of all Bolivians.

H. The Foundation

4. Bolivia launched and sustained profound political and economic reform in the last 11
years. During this period, democratic institutions succeeded in replacing a violent and
unpredictable political environment, and economic reform brought stability and modest
growth. Bolivia nevertheless remains a country of untapped potential, yet to take advantage
of its generous endowments in land, mineral and hydrocarbon resources. The dominant
economic role of the state, coupled with the weakness of its institutions, shackles growth,

Bolivia CSP May 18, 1993
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and strong disparities in education and economic opportunity continue to divide the white and
mestizo elite from the indigenous majority.

Bolivia CSP May 18, 1993
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Fig. 2: Positive Results
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Economic Reform and Performance

5
5. One of the Latin American pioneers in free market-based reform, Bolivia has gained
solid economic ground during the past 8 years. Inflation has fallen from stratospheric levels
in 1985 to about 12% in 1992, and growth has accelerated gradually to close to 4% annually
in the last two years (see Figure 2). Despite these positive signs, declining terms of trade
and rising import volume weakened the balance of payments position during the last five
years, and the current account deficit widened from 8-1/2% to 14% of GDP between 1989
and 1992. The most serious problems were dramatic drops in tin and natural gas prices,
mitigated only slightly by robust growth in nontraditional exports (gold, zinc, soya, timber
and manufactured goods) and partly offset by illegal coca exports. Public sector savings, at
about 6% of GDP in 1992, have improved, but remain quite low, given that the main
productive and infrastructural sectors are still dominated by the state (see Figure 3). The
benefits of tax reform have been constrained by slow improvements in tax administration,
and YPFB, the state-owned enterprise which controls the hydrocarbons sector, still accounts

Bolivia CSP May 18, 1993
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for about half of total governm ues. Bolivia remains heavily dependent on
concessional external aid to finance its fiscal and balance of payments gaps, aswell as
vulnerable to adverse developments for a small number of markets and commodities.

6. While there are encouraging signs of increased private sector confidence, such as the
rapid increase in bank deposits, the private investment rate, at about 6% of GDP in 1992,
remains low, even relative to historical levels. There are several reasons for this cautious
response. Perhaps most importantly, state enterprises continue to play a monopolistic role in
the two most important productive sectors, mining and hydrocarbons. In addition, the
Government's attitude toward an increased role for private investors has been ambivalent, for
example, in the failure of the negotiations for private lithium development and in persistent
delays in the negotia tions of joint venture for state-owned mnng properties. Systamic
problems also affect 's a tiveness for investors. An archaic and poorly functioning
legal/judicial system creates an unpredic le environment and adds to erceived risk. Weak
and sometimes corrupt public insttutions at national and municipal levels increase the cost of
doing business through cumbersome regulations and procedures. For those of wealth or
political clout these barriers are easily surmounted; for the average Bolivian they lower the
returns to entrepreneurship, to risk-taking, to hard work. The result is growth that benefits
mainly the rich and worsens income distribution. Iegal and institutional reforns are needed
to level the playing field not only between the public and private sectors but between large-
scale and small-scale entrepreneurs within the private sector. Such reforms are essentiaLfor
a prlat both raises growth and improves equity.

A New Political Consensus 5
7. Difficulties in reaching agreement, both within the Government coalition and in the
larger society, delayed the progress of economic reform during the past four years. In the
last 18 months, however, a pragmatic consensus among the major political parties concerning
the need to reduce and rationalize the role of the state and to move the social agenda forward
has emerged. This agreement appears to be the consequence of the perceived success of the
neoliberal model, the positive examples of Chile and Mexico and the negative one of Peru,
and recent developments in the former eastern bloc. This consensus is reflected in formal
multpartisan agreements, such as in July 1992 and earlier this year, as well as the similarity
among the platforms of the major parties.

8. With elections scheduled for June, Bolivia is currently looking forward to its third
peaceful democratic transition. There is no clear front-runner for the June 6 elections, so the
next Government will almost surely be another coalition of two or more parties. As in the
current administration, difficulties in the internal relations of the coalition may slow decision-
making. But regardless of which political parties form the Government that will take office
in August, the new administration should have a clearer mandate for economic and social
reform than either of its two predecessors, and, consequently, should have a unique
opportunity for a concerted attack on the remaining barriers to investment and growth.
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Fig. 3: The Economy Remains Fragile
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II. The Economic and Social Agenda

9. The foremost challenge facing Bolivia over the next five years is to remove the
remaining barriers to investment and growth by redefining the role of the state, through a set
of second generation structural reforms which will both reduce government's size and
strengthen its capacity. The rationalization of Government's role will give Bolivia its best
chance for sustaining economic growth at about 4% over the next three to four years. It
will, as well, provide the foundation for accelerating economic growth to about 5% over the
medium-term and generating the resources necessary to increase the welfare and productivity
of its human capital.

10. There are three critical areas of reform necessary to transform Bolivia's economy and
accelerate development (see Box 1). First, the ountry needs to unbind the productive and
export potential of its most important natural resources--hydrocarbons, minerals, and
lan-llV;yiminating monopostc roles for state enterprises, providing a legal and
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institutional framework which supports
private investment, and improving key * Unbind the potential of the productive
economic infrastructure. Second, the sectors
country needs to strengthen essential -hydrocarbons restructuring
public institutions which define and -Reform of COMIDOL
enforce policy by implementing such -Land tenure reform
programs such as the civil service and the -mprov economic *nfrastructure
legal/judicial reforms. Finally, it must take
action to address a major cause of the

-CIVII service reform
country's deep-seated poverty by providing - erdic reform-Legal id judicial reform
broad access to and Improving quality of
basic education. * Provide broad access to quality basic

education
11. Hydrocarbons. The oil and gas
industry represented 50% of Government
revenues, 25% of public investment and Box 1: The Three Critical Areas of Reform

25% of exports in 1990. With potential
reserves estimated at 4.8 billion barrels of o equivalent or 4 times the already discovered
volume, the sector has strong potential for attracting foreign direct investment and increasing
exports. The main constraint to the sector's development is the dominant role of the state-
owned YPFB. Although private entry is theoretically permitted, YPFB's dominance in the
sector and the current legal and regu ltory framework effectively inhibit private investment
and competition. Limited prospects for participation in the sector constrain the private sector
interest in investing in the construction of a gas pipeline to Sao Paolo, Brazil (see Box 2). In
order to increase proven reserves and minimize government outlays in the sector, the new
government will need to take legislative action to: (i) eliminate YPFB's monopoly position;
(ii) liberalize markets for import, export and domestic sale of hydrocarbon products; (iii)
introduce a new tax regime for petroleum products which restores price transparency and
stimulates competition in downstream operations; (iv) deregulate petroleum prices; (v)
introduce more flexibility in contractual arrangements for private exploration and production;
and (vi) establish an independent regulatory agency for the sector. Given the importance of
revenues from this sector, these changes (in particular those related to the deregulation of
prices and taxation levels) will need to be designed so that they are either revenue neutral or
increase resources to the Treasury.

12. Mining. Bolivia has traditionally been a mining country and still has substantial
unexplored and unexploited potential for gold, zinc, antimony, tin, and other minerals.
Nontraditional minerals have been one of the fastest growing exports in recent years.
COMIBOL, the state enterprise which inherited the mining properties nationalized in the
1950s, has played a negative role in the sector, mainly through mismanagement of some of

0 the highest potential mining properties in the country. To address the problems created by
declining tin prices in the 80s, the Government initiated a severe rationalization program in
1986, which reduced employment by some 27,000 workers, but has been slow to move ahead
with measures to enable concessions and joint ventures with private sector partners for
COMIBOL properties, mainly because of steadfast union oppositio. Finally, infthe second
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half of 1992, the Government established a
The construction of a gas pipeline to Brazil has new organizational structure for COMIBOL
been a Bolivian dream for twenty years The (as a small holding company for minority
most recent phase of discussion of thepioject government shares in joint venture
........ abou)t IS months ago. when the butgeowngieanustria region f Sago Ps ,ehen erei operations), contracted international
..... ustrial reinof Sao Paolo became interested

p dconsultants to design a transition strategy,
attractive fuel than thermal alternatives in Brazil. and began to pursue serious negotiation of
Ba-tier this year, YPFB signed a framework joint ventures for three properties put up for
agreement with PETROBRAS providing for the bid some 18 months earlier. The stage is
sale of 8 flh)Utl cZbicete8 a 4ay, icreasing now set for the new Government to proceed
over seven years to 15 million, at a wellhead with sr r g intling
price of 90Oents per t rdLonaBTU. The project
would require construction ofa 28W or 30" pipe. COMIBOL along the lines already initiated;
line of about 1900 km from Santa Cruz to Sao reviewing mining legislation and regulations
Paolo. The agreement would provide a market in to improve the environment for private
Brazil potentially 212 times the sie of Bolivia investment; and strengthening of the
current export volume. The signatories have a Ministry of Mining to administer mineral
eriod of ..onths .. concessions more effectively.

pipeline, which is estimated to cost in total $.5
billion. This project. if snc.essful, would allow

6olivia to recover from the colapse of gas 13. Land management. The insecurity
eports to Argta nd would provide a and injustice of land management and
substantial market for new gas production. tenure in Bolivia has far-reaching negative

Box 2: The Gas E r economic, social and environmental
consequences. The legal and institutional

5 framewprk needs to be re-examined and
adapted for current needs. The current regime has resulted in the parallel existence of
minfifndia in the altiplano and river valleys with ladufundia in the developing eastern
lowlands region, with attendant disincentives for rational land use. Existing legislation
restricts purchase, sale, rent and the use of land as collateral, although these rules are widely
violated in practice. Land management institutions have been corrupt and inefficient,
permitting the virtual grant of lands in overly large plots to influential individuals. Recently,
in response to several public scandals concerning land distribution as well as pressure from
the Bank, the Government declared a moratorium on distribution of state-owned land pending
institutional restructuring of its tenure regime, and established a ministerial commission to
oversee the process. Although there are few issues as potentially divisive, a consensus on
the need for reform has clearly emerged in the past year.

14. Economic infrastructure. Transport, power, and telecommunications infrastructure
and services will be fundamental to economic growth, and reforms to improve the provision
of such infrastructure must be a high priority. Inadequate transport is the most serious
infrastructural deficiency affecting investment and competitiveness as evidenced in a 1991
Bank-executed private investment survey in which companies most frequently cited high
transport costs as a constraint to new investment. While recent improvements in funding,
management and investment planning for road construction and maintenance are encouraging,
fiscal and institutional constraints threaten efficient expansion and maintenance of the road
network. Reforms in improving services in the rail, air, and river sub-sectors will also be
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necessary. Possibilities for substituting private for public investment exist in other
infrastructure sectors. In the power sector, while service to date has been adequate, rapid
growth will require reforms to: (i) streng theework, e.g.,
placing the authority to regulate retail prices at the national rather than the municipal level;
(ii) removal of barriers to private entry in the sector; and (iii) design long-term operations
which facilitate the entry of private investors. In telecommunications, substantial private
investment is required over the next decade to improve service and Bolivia will need to
reform the structure and regulatory framework of the sector to attract such investment. The
major elements of the reform will be: (i) establishment of an indepndent re latmy ency;
(ii) definition of the principles for new tariff structures; (iii) privatization of state-owned
ENTEL; (iv) facilitation of private sector entry into all other aspects of the telecommunica-
tions sector; and (v) consolidation and capitalization of the major local telephone
cooperatives.

15. Civil Service Reform. Because Averment institutions are weak and politicized,
Bolivia has difficulty in designing policy, choosing and implementing investment projects,
executing social programs, and regulating public utilities. While to some extent this problem
reflects a scarcity of skilled human resources in the economy, primarily it is the legacy of a
political system in which government jobs are considered as political spoils. To address
these problems, the Government has recently launched a -comprehensive civil service reform
program which targets the entire central public administration. The program includes the use
of transparent selection processes in which there is extensive international donor
participation, establishes an adequate compensation scale for public employees, and is
overseen by a ciuto fthMinister of Finance. Continued
execution of this program will be at risk during the upcoming political transition, since the
new Government will have political obligations. Strong international support will help
increase the chances that the reform program is maintained.

16. Legal and Judicial Reform. A similar problem in the legal and judicial sector
constrains growth and equity. The Bolivian legal system lacks efficiency and public
cred ibity. Since the private sector relies on the court system to protect private property,
enforce contracts, secure assets, collect payments and gain access to essential information,
ineffective courts increase the transaction costs and riskiness of doing business. These costs
hit new entrae~'and small-scale entrepreneurs especially hard. The Government recently
passed a new law of judicial organization, which reforms the selection procedures for
Supreme Court justices and guarantees a minimum budget for the sector, and is proposing to
make a new judicial commission responsible for sector administration. Actions currently
under consideration to improve the legal framework for business and the financial sector
include: (i) promulgation of a law on administrative procedures and establishment of
specialized administrative courts to provide for swift resolution of disputes with regulatory
agencies; (ii) introduction of legislation to facilitate arbitration of commercial transactions;
and (iii) to facilitate access to credit, legislation to ease the creation and enforcement of
security interests and liens, as well as executive action to improve the quality of and private
access to registries. Over the longer term, measures to simplify court procedures and
increase the professionalism of the judiciary are required.
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17. Education. Low q ity and coverage of education is one of the root causes of
Bolivia's deep-seated structral poverty. About 20% of the adult population is illiterate, and
at least 55% is functionall illiterate, including many who finished primary and even
secondary school. On average, the population has completed 4 years of school; only 44%
have completed primary school. These problems reflect an inefficient and centralized
administration, poorly paid and badly trained teachers, a dilapidated infrastructure, and the
scarcity of teaching materials. The Government has recently initiated design of an education
reform program which is directed at restructuring the sector, with the objectives of
increasing participation at the community level in educational decisions, delegating
administration to local entities, restructuring and limiting the role of the ministry, reducing
and rationalizing expenditures on tertiary education and introducing tuition fees, training and
appropriate incentives for teachers, and rehabilitation of infrastructure.

IV. The Rewards of Reform: Accelerating Economic Growth

18. FInancing reform and inve ent h limited resources. The next five years
provide Bolivia the opportunity to sustain higher economic growth by freeing its productive
sectors from unnecessary constraints and supporting their development with appropriate
legislation an ons. e reforms proposed are not "stroke of the pen" and, at very
best, will take one to two years to implement. During s the Government
will face some challenging problems in economic management. Macroeconomic stability will
be a prerequisite to growth, beginning with measures to improve its fiscal position early in
its administration. Within this framework, it will need to finance the transition and
incremental costs of reforms and social initiatfves. Difficult trade-offs are inevitable, and
careful analysis of financial impact and appropriate phasing of these programs is needed.
The more quickly that the private sector begins to substitute for the state investment in
productive and infrastructure, the more resources will be available for urgent investments in
public goods.

19. If the new Government chooses to pursue the recommended path and is successful in
mounting the major reforms in the first year of its administration, we would expect a
sustained economic growth at about 4% annually for the next three years, increasing to an
annual average of 5% during 1997-2000. If construction of the gas pipeline begins within
the next two years, higher rates are possible towards the end of the decade. This projected
level of growth assumes that annual investment averages about 18% of GDP over the period.
The growth in investment is predicated o e proposed reforms stimulating substantial
increases in private investment, which is projected to increase from about 6% of GDP in
1992 to about 10% by the year 2000. The level of public investment should remain at about
8-9% of GDP, but its efficiency needs to improve and its allocation to change to focus on
essential economic and social infrastructure.

20. This growth scenario assumes a change in the structure of investment financing.
Foreign savings, which financed about three-quarters of investment in 1990, are expected to
finance about 30% of investment by the year 2000. Moreover, the composition of foreign
savings is projected to change, with direct foreign investment growing from its current
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minimal level to account for about half of the total. National savings are expected to double-
-to about 13% of GDP y yThis scenario also assumes continued orderly
restructuring of bilateral debt.

21. To increase national savings to this level, the Government will need to improve fiscal
management by increasing the efficiency of tax administration and improving expenditure
management. In addition, consideration is currently being given to reform of the social
security system, which is currently bankrupt and will require increasing fiscal support over
the next few years if it is to meet its obligations. A reform which introduces individual
choice and private sector management into the system is being discussed (see Box 3). Such a
reform would have a long-term positive effect on national savings by providing better
incentives to savers and by reducing fiscal costs, but would require increased cash outlays by
the Government over the near-term to fund the transition. In addition, the liberalized
financial markets, improvements in bank supervision, and increasing private sector
confidence should contribute to private savings rates.

22. Risk assessment. The uncertai of
the economic projections described above is Th. social security system is experiencing structural
high. The major risks associated with financial problems. The pension $ytel

vraIis characterized by poor administratio la.....k.accomplishing these macroeconomic of. i.s.mey poir aninnw ra
ectives are' 'f investment policy or sprision, lowcvrg

'ectives are 7 of the econo icaly active population, and high
evamion by contributors. Pension beefit8 are low

(i) Strong umn opposition to reforms (aveing below $100 a month) and the quality of
in YPFB, COMIBOL and education, which ervices is poor. The pension system .urrnty
could delay or block implementation eprst a serious fiscal drain, requiring US$26
completely. While at present, these reforms .InIo... in buet support in 1992. Dei.pie their

drbe private status, the Government is aleady
do not imply major reductions in public w e complemenaiy funds, and I.
sector employment, they do affect the likely to finance another six in the near fture
economic interests and political clout of With IDA and USAID support, the Gove.ment is
union leadership. Such opposition could currently evaluating options which utilize private
undermine and erode political and social financial management to restructure the system and
consensus. draed new legislation. Restructuring of the

pension system is of priority in order to increase
private sector savings rates, to improve the social

(ii) Further unfavorable international y p.i.c-neeedi source of
developments in price or demand, especially long-term financing for investment. The cash
for gas and mineral exports. In the case of requirement of such restructuring is about $100
gas, Bolivia's potential markets are limited milion a year for the next 7 years, about half of
to its immediate neighbors, and changes in wich represents existing obligations and the rest,

the Argentine or Brazilian markets could the costs of switching to the new system.
substantially change prospects for exports. Box 3: Social Security

(iii) Unanticipated shortfalls in official
capital inflows, resulting from competing aid requirements in the new eastern European
nations, recessionary situations in many of Bolivia's traditional donors, and modifications of
U.S. policy in regard to drug control policies.
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If the reform program is delayed for these or other reasons, economic growth would
probably not exceed an average annual rate of 3.5% before the end of the decade.

23. Creditwodthiness. Prospects for creditworthiness remain some distance in the future.
Despite impressive efforts toward debt management during the past four years, which have
resulted in the virtual retirement of commercial bank debt, the country still suffers from a
heavy debt burden, with debt service amounting to about 40% of exports of goods and
nonfactor services, and with little prospect for improvement over the next 4 or 5 years.
Continued restructuring of bilateral debt will be necessary for the next several years to
maintain this level of debt. Given this level of indebtedness, the low levels of national
savings, and the vulnerability of both the balance of payments and public finances to external
shocks, it will be some time before Bolivia could be considered creditworthy for even limited
amounts of borrowing on commercial terms.

V. Bank Strategy

24. The strategy below proposes to use the Ln's leverage aggressively to advance the
most critical reforms, through the vehicles of lending (both ongoing and proposed), economic
and sector work, and aid coordination. Most of the political candidates agree that the
window during which difficult political decisions can be taken will be a narrow one, in the
first days of the administration, and that analysis and proposals from the Bank on the priority
areas for action could help expedite decision-making. The highest short-term priority is
accordingly preparation of a policy options paper, supported by existing technical work,
which can be presented to the new government when it takes office.

Lending

25. Since 1986, when it resumed lending after a 4 year hiatus, IDA's main goals have
been economic reform and reactivation, improving infrastructure, and addressing the
immediate social consequences of the adjustment process (see Figure 4). The proposed five-
year lending program would shift to focus intensively on the remaining stubborn structural
constraints to growth, particularly in the three most critical areas of reform, and would
increase resources available for poverty and human resource development. These priorities
reflect the economic agenda, which seeks to reduce the role of the state in investment in
productive and infrastructure sectors, while increasing relative levels of spending in the
social sectors. The proposed 5-year lending program would amount to $405 million spread
among 17 projects (see Annex A). The projects fall in the following major categories:

RATIONALIZING THE ROLE OF THE STATE (64%)

A core group of projects would focus primarily on the three critical areas of reform
and are the center of the program. A public enterprise/private sector development
policy loan would set the stage by supporting technical, legislative and regulatory
work needed to recast the role of the state in the hydrocarbons and major
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igure 4: The Bank Portfolio
Net Comuitsents of Credits by Sectral Distribudon (196-193)
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infrastructure sectors. It would be followe by tw oons
sector, one to support the restructuring process, and one to help mobilize private sector
participation in the construction of the proposed gas pipeline. A project to support
reform of the Agrarian Reform Law and the land tenure system would help rationalize
land ownership and use, with important implications for production, equity and the
environment. Projects to strengthen essential public institutions through judiciary and
civil service reform would improve the state's ability to make policy, regulate and
enforce. Finally, a sector loan would support the government's education reform,
directed at broadening access to and improving quality of basic education.

Rationalizing the role of the state would also be the major theme in three infrastructure
projects included in the program. The proposed third municipal project would finance
economic and social infrastructure in small municipalities and institute a type of civil
service reform at the municipal level aimed at increasing municipal institutional
capability. A power sector loan would build on ongoing work to restructure that sector
and increase private sector involvement and investment. A proposed transport sector loan
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would build on going operations to promote clear definition of priorities in the sector
within a decentralized framework.

POVERTY AND HUMAN RESOURCE DEVELOPMENT (27%)

A little over one quarter of the portfolio would focus on direct alleviation of poverty.
A new loan would provide continued support to the Social Investment Fund for social
investments in poor communities. In an attempt to reach vulnerable groups and
prevent permanent damage caused by malnutrition, an ambitious integrated child
development project would attempt to reach some 50% of children under 6 through
daycare centers in urban and peri-urban areas. In rural areas, we would attempt to
decisively reduce the incidence of child mortality and enteric diseases through a water
supply and sanitation project which would rely on low-cost technology and heavy
community involvement in installation and maintenance. The lending program also
includes a rural investment project directed at increasing rural incomes through
productive invest-mens at the commdiiftyeel and a proposed second healtWpoject.

NATURAL RESOURCE MANAGEMENT (9%)

Bolivia's growth prospects over the long-term will depend significantly on careful,
sustainable management of its natural resources. Fortunately, because of its low
population density, Bolivia's environmental problems are less severe than those in
many countries. And, in the last few years, Bolivia has made a good start at impro-
ving environmental and natural resources management through the approval of a
framework Environmental Law and the creation of two environmental agencies with
normative and executive functions (SENMA and FONAMA). Hence, despite its great
importance, natural resource management issues were not listed among the reform
priorities discussed above. Nevertheless, there is much to be done to develop the
regulatory framework, enforcement procedures, and coordination mechanisms which
will make environmental and natural resources policies operational. The lending
program therefore includes two projects directed at strengthening the government's
ability to manage the country's natural resources to support sustainable growth. A
technical assistance project to define standards and enforcement mechanisms for
industry and mining is proposed; decreasing pollution of rivers and aquifers would be
the major objective. A follow-up project to the ongoing environmental credit,
directed primarily at strengthening the capacity of SENMA and FONAMA, is also
proposed.

26. Vehicles for Bank Assistance. The proposed lending program would rely on
adjustment lending to a lesser extent than in the past; only onepQlicy loan is programmed.
Instead, sector and piect loans-would-pemit~deeper entry and longer-term involvement.
The proposed lending program would also relyon some relatively small operations, mainly
financing technical assistance., with ambi r (land administration, civil 'z

service, and legal/judicial reform). Given their importance and their controversial nature,
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the Bank will need to maintain
their progress and objectives at Polied Obiectives Bank Instrument
the center of the policy dialogue.

Unhinding'the Productive Sectors

27. One of the biggest * Limiting the role of the state Hydrocarbons
challenge in the program is to and improving capacity for Restructuring Proj.,
design vehicles adequate to concession management in hydro- Gas Export, Mining
deliver social programs to the carbons and mining sectors Rehab. Project

local level, given the centralized * Reforming legal framework and Eastern lowlands.
nature of government adinistra- institutions for land tenure :Land Adm. Project.
tion, the lack of local institu-
tions, and the opportunities for * Improving economic infras- Transport Sector
bureaucratic delay in the long tructure Proj. , Export
chain between La Paz and remote Corridor Proj.
sparsely populated agricultural Road Maintenan
villages. Reaching the poorest Power Proj.
people in isolated rural Strengthening State Institutions
communities is a difficult * Increasing professionalism and EMSO, Civil Serv.
challenge and will be a central continuity in the civil service Proj., other Bank

issue in the design of most projects
1h. jman resources projects * Creating predictable and Public Enterprise

responsive legal and judicial Reform Proj,,models in both Colombia and Judicial Ref Pr.
Mexico in this regard, population
density in Bolivia is much lower Rnadening Access to and Education Reform
and local institutions far weaker Quality of Education Project
than in either of those two ........
thanies.he of the twop d Box 4: The Policy Agenda and Related Bank Instrumentscountries. Some of the proposed
sector work (decentralization and
rural development) will focus on the queion of whal mechanisms are most appropriate to
the Bolivian environment.

28. Project implementation: lessons learned. The proposed lending program is built on
our lending experience over the past seven years. Ongoing projects such as mining
rehabilitation, EMSO, the eastern lowlands project, and the export corridors project have laid
the base for the more intensive focus on development constraints in the proposed lending
program, and will continue to serve as vehicles in the policy dialogue. In regard to
execution, there have been two major constraints: the weakness of counterpart institutions,
as expressed in unskilled staff with high turnover rates; and lack of Government ownership
of Bank projects and programs. With weak or uninterested counterparts, and rapid changes
of staff, the concept of Government ownership is nebulous, and it is frequently the case that
the Bank is the primary source of leadership and continuity in the execution of projects.

29. These problems have been persistently addressed in project design through in lusion
of financing for local consultants, topping up of Government salaries, establishment of
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project units with separate salary scales, and even creation of new institutions whose
administrative costs are funded internationally. Project preparation facilities provided by the
Bank typically have funded items such as rent, office furniture, etc. While this approach has
frequently enabled execution of projects or programs which otherwise could not have taken
place, it tends to further minimize Government commitment. The proposed lending program
would phase out the major budgetary support which has characterized lending to Bolivia in
recent years and would bring issues of institutional development to the center of the policy
dialogue. Specifically, in new projects involving ministries included in the civil service
reform program, we propose to: (1) eliminate "topping up" of salaries as a practice, (2)
phase out financing of line personnel or local consultants taking on line roles, and (3)
minimize financing for administrative budgets. This change in policy may carry the cost of
slowing project preparation and implementation, but we feel is necessary to achieve the
longer-term goals of efficiency and government ownership of projects. We also propose to
continue the current policy which requires Bolivia to pay at least 20% of project costs.

30. Bank supervision. Complex, multi-sectal projects' a broad-ranging lending
program, technical assistance and local support in the form of many small contracts, and
certain scarce skills (capital markets, water and sanitation engineering, decentralization) have
complicated supervision of the portfolio, and, together with the institutional weaknesses
described above, have resulted in supervision coefficients higher than LAC averages.
Candidly, the nature of the proposed lending program is likely tqrequire similar levels of
supervision. While there is little room to reduce total supervision resources, we will use
these resources more effectively by shifting moressupiiiisir ibility to the Resident '
Mission, and byrelying on local and"morrreutanfor on-te-ground follow-up of 1
project problems.

Economic and Sector Work

31. The proposed economic and sector work program is directed at supporting the policy
dialogue, advancing aid coordination and contributing to the development of lending
operations. This year, a Country Economic Memorandum (CEM) will provide the
foundations for our policy dialogue and support the new Government in its decision making
process. Based on recent ESW, a Policy Options Paper directed to key officials in the new
Government will sum up alternative courses of policy action and their consequences. The
CEM will also be used for the next meeting of the Consultative Group (CG). While the next
full CEM is planned for FY96, in the alternate years, we will prepare relatively brief
Updating Economic Memoranda which serve as documentation for the CG; these will also
provide an update on issues related to the public sector investment program.

32. Sector work would concentrate on human resources, poverty, resource management
and economic infrastructure, mainly transport. The most important analytical work in human
resources would be a poverty assessment directed at determining income distribution,
diagnosing poverty, and recommending additional areas of action for its alleviation. A
separate rural development study will focus on a strategy for increasing incomes in rural
areas. These works will be followed up by a comprehensive re-assessment of health,
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including health benefits under the social security system. In the area of resource
management, an assessment of environmental priorities and strategy is planned for FY95 to
determine progress and define priorities for action. In the transport sector work will be done
to define priorities and a strategy for improving transportation in urban areas.

33. For the ESW program, we will
undertake a participatory approach by *Annual CMllprogramming missions
agreeing on priorities with the Government A mreeent would be reached on the lending
annually, executing the work jointly when Pr"a the eaw iroram, and strategies for

...ddresw problem projects. Timing wouldthis seems appropriate and involving s oebus in which
-4ncd with preparation of business plan, which

Government at early stages of review (see Woud be discussed during mission
Box 5). Key ESW products will be
translated into Spanish. When appropriate, *Joint esw projects
and if the Government agrees, we will also Collaboration with appropriate ministy or
seek a wider audience for ESW products. U , term of rference *nd review

of economic work undertaken on Bolivia

Donor Coordination :Partiipation of government reprtsentatives,
when possiblo, in Bank decision meetings on

34. Joining forces with other donors is a 'projects and programs. Routine distribution of
central part of our strategy. The g 3$decision documents to government.
Consultative Group for Bolivia met fir the
7th time last year, and has evolved into a * rsaon of key Bank documents into
mechanism as much for identifying and
agreeing on Bolivia's development priorities Box 5: Increasing Government Participation
as mobilizing aid. One sign of successis
the dominant role take~fb hGo ment t three ears in sha in the agenda and
pr aring support docuen. Cofinancing has become the mos useful mod

rdma , we currently have cofinancing arrangements on most ongoing and proposed
new projects. While cofinancing arrangements substantially increase the time and work
involved in project preparation, the benefits of avoiding duplication of effort and working at
cross purposes seem well worth it. In order to share the administrative costs of supervision,
we recently have negotiated three arrangements with bilateral donors (USAID, Holland, and
Switzerland) to finance some of the supervision costs for jointly financed projects. We will
seek additional similar arrangements in the future, in particular for supervision of social
projects. One area where coordination could be improved is in the preparation of economic
and sector work. We are generally unaware of studies and technical work financed by other
agencies. Moreover, there may be some options for work sharing, in particular with IDB.

Program Size and Bank Exposure

35. Levels. We propose a lending level of about $405 million ear d ' rg
FY94-98, or about $80 million annually in commitme . e ac l of the program is
likely to be somewhat higher, given that Bolivia will continue to benefit from IDA reflows.
This volume is roughly the same as annual lending rates during the past five years. Total

Bolia COF May 18, 1993
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debt service to the World Bank Group amounted to 5.6% of exports in 1992, but is expected
to drop to about 2% of exports by the end of the decade.

36. Risks and the fall-back pos i ion. Tr proposed lending program is ambitious, and
there is a high risk that we will not be able to achieve all of its objectives. Nevertheless, we
need to be ready to provide maximum support to the new Government if it chooses to pursue
the high growth policy path. Our active commitment to and promotion of this high-growth
strategy wiIl increase its chances of implementation.e te rsk is warranted
because of the Biarelationship wilflolivia, the opportunity presented by the new
government, and because even artial success could substantially accelerate development and
expand economic opportunities for viars podrest people. Should Government
commitment waver in one or more of priority areas, however, we would modify and reduce
the lending program to focus on objectives where reform remained possible, as well as
maintain the poverty alleviation portfolio. AiD early indication of the Government's
commitment to proceed will be its action in regard to the reform of the hydrocarbons sector
and in its appointment of key social sector ministers.

Bolivia CS May 18, 1993
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Annex A: Proposed FY1994-1998 Lending (US$ millions)

FY94-98 FY94-98
FY94 FY95 FY96 FY97 FY98 Total %

Rationalizing the Role of the State

Public Enterprise Reform 40
Hydrocarbon Deregulation 20
Natural Gas Export 35
Civil Service Reform 10
Judicial Reform 10
Educational Reform 40
Land Administration 20
Transport Sector Loan 25
Municipal Development 25
Power Sector Restr. 25

Subtotal 75 80 20 60 25 260 64%

Poverty & Human Resource Development

Integrated Child Development 45
Social Investment Fund 10
Rural Water and Sanitation 30
Rural Investment Project 15
Health 11 10

Subtotal 55 30 15 10 110 27%

Natural Resource Management

Industry and Mining Technical Assistance 15
Environmental Fund 11 20

Subtotal 15 20 35 9%

Total 130 80 65 75 55 405 100%

Number of Projects 4 4 3 3 3 17
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Annex B: Proposed FY93-97 Economic & Sector Work Pg
(staff weeks)

FY93 FY94 FY95 FY96 FY97

Macroeconomic Monitoring
and Policy Dialogue

Updating Economic Memoranda/ 15 * 25 25
Public Sector Investment Review

Country Economic Memorandum 30 35 60
Restructuring for Growth 10 *
Policy Options Paper 5 5 *

Human Resource Development

Education Strategy 10
Rural Development Strategy 20 20 *
Poverty Assessment 30 10 *
Health Sector Assessment 25
Social Security: 30

Beyond the Pension Reform

Resource Management

Environmental Priorities and Strategy 30
Forestry Subsector Review 15 *

Infrastructure

Transport Sector Strategy 15
Urban Transport Strategy 30

Total 100 90 85 85 85

* Initiated in previous FY.
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Table No. Content Period

1. Social Indicators of Development: Human Resources and Natural Resources Most Recent Estimate

2. Social Indicators of Development: Income, Poverty, and Expenditures Most Recent Estimate

3. Social Indicators of Development: Investment in Humand Capital Most Recent Estimate

4. Key Macroeconomic Indicators Table 1985 - 2001

5. National Accounts in Current Prices 1980 - 2001

6. National Accounts in Constant 1980 Prices 1980 - 2001

7. National Accounts: Percent Share of VA by Sector 1980 - 2001

8. National Accounts: Real Growth Rates 1981 - 2001

9. Balance of Payments 1980 - 2001

10. External Debt: Disbursements and Repayments 1980 - 2001

11. External Debt: Interest Payments and Debt Outstanding & Disbursed 1980 - 2001

12. External Debt: Net Disbusements and Percent Composition 1980 - 2001

13. IBRD and IDA: Country Exposure Indicators 1980 - 2001
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Table Is Social Indicators of Development
Human Resources and Natural Resources

Compared to Same Region & Other Income Groups
Unit 25-30 15-20 Most Latin Americ L-- er Middle Next Higher

of Measure Years ago Years ago Recent Estimate and Caribbean Income Group Income Group

A. Human Resources

1. glse & Structure

Total Population (MIE - 1990) Thousands 3,841 4,894 7,171 433,190 629,102 458,73114 and under 2 of pop. 42.6 43.2 42.5 36.2 37.3 33.815-64 2 of 53.9 53.5 54.1 59.3 57.8 60.9Age Dependency Ratio Unlto 0.66 0.87 0.89 0.66 0.72 0.63Percentage in Urban Areas I of pop. 40.0 41.5 51.2 73.5 56.6 71.8Female per 100 males
Urban umber .. 100 105 104Rural Number .. 100 100

Population Growth Rate Annual growth 2.3 2.5 2.5 1:9 2.0 1.7Urban Annual growth 2.7 2.9 3.8 2.7 3.2 2.8Urban/Rural growth differential Difference 0.6 0.6 2.8 2.9 2.4 3.6
Projected Populations year 2000 Thousands .. .. 9,145 515,607 768,976 541,229Stationary Population Thousands .. .. 21,009

2. Determinants of Population Growth

Fertility
Crude Birth Rate Per thousand pop. 45.6 44.1 36.0 27.0 29.5 24.9
Total Fertility Rate Births per woman 6.6 6.3 4.6 3.3 3.7 3.1
Contraceptive Prevalence I of woman 15-49 .. .. 30.0

Child (0-4)/Woman (15-49) Ratio
Urban Per 100 woman .. 69 63
Rural Per 100 woman .. 69 64

mortality
Crude Death Rate Per thousand pop. 20.7 17.1 9.7 6.9 8.5 7.5
Infant Mortality Rate Per thou.live births 159.6 139.0 91.9 47.4 49.5 41.8
Under 5 Mortality Rate Per thou.live births .. .. 118.0 57.0 79.5 49.8
Life expectancy at birth Years 44.4 49.3 60.0 67.6 65.3 68.3ow Female Years 46.6 51.6 62.3 70.7 67.9 71.5

3. Labor Force (15-64)

Total Labor Force Thousands 1,291 1,565 2,263 153,543 237,640 172,535
Agriculture 2 of labor force 54.2 49.2 ..
Industry 2 of labor force 20.0 19.9 ..

Female I of labor force 21.0 22.0 25.8 26.7 32.3 30.4Female per 100 males
Urban Number .. 99 108 106
Rural Number .. 99 109 88

Participation Rate (Overall) 2 of labor force 33.6 32.0 31.2 35.2 40.6 38.5Female H of labor force 13.9 13.9 15.9 18.6 25.6 23.3

4. Educational Attainment of Labor Force

School Years Completed (Overall) Years .. .. ..
Male Years .. .. ..

B. Natural Resources

1. Area

Total Area Thousand sq.ka. 1,099 1.099 1,099 20,397 22,765 18,709
Densiti Population per.eq.km 3 4 6 21 27 24
Agricultural Land Z of land area 27.1 27.7 27.4 36.6 40.9 34.3
Agricultural Density P0 ulation per.sq.km 13 16 23 57 66 70
Forests & Woodland Thousand sq.ko. 595.00 568.00 557.00 9,537 6.174 7,116
Deforestation Rate (net) Annual % -0.4 -0.5 -0.1 -0.5 -0.5 -0.5

2. Access to Safe Water

Total 2 of population .. 34.0 53.4 73.2 .. 80.0
Urban 2 of population .. 81.0 30.0 63.6 76.2 68.7
Rural I of population .. 6.0 76.0 68.1 46.9 63.8

..... . . ........ . ---........- . .... .. ...........-- ......-.......--......-..-......
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Table 2s Social Indicators of Development
Income, Poverty, and Expenditures

Compared to Same Region L Other Income Groups

Unit 25-30 15-20 most Latin America Lower Middle Next Higher
of Measure Year ago Year ago Recent Estimate and Caribbean Income Group Income Group

C. Income I Poverty

1. Income

GNP per capita (MRE - 1991) US$ 10 360 652 2,160 1,530 3,450
Total Household Income

Share to top 102 of Households 2 of income .. .. ..
Share to top 20% of Households 2 of income .. 59.0 ..
Share to bottom 40% of Households 2 of income .. 13.0 ..
Share to bottom 202 of Households 2 of income .. 4.0 ..

2. Poverty

Absolute Poverty Income
Urban US$ per person .. .. ..
Rural US1 per person .. 134.0 ..

Population In Absolute Povery
Urban 2 of population .. .. ..
Rural 2 of population .. 65.0 ..

Privalence of Malnutrition (under 5) 2 of age group .. .. 16.0

D. Expenditure

1. food

Food 2 of GDP .. .. ..
Staples of GDP .. .. ..
Meat, fish, milk, chee, eggs. 2 of GDP .. .. ..

Cereal Imports Thou. metric tonnes 168 241 147 19,477 36,68 39,260
Food aid in cereals Thou, metric tonnes .. 22 93
Food Production per capita 1979-61 - 100 89.1 106.8 114.2 103.2 98.9 106.0
Share of Agriculture in GDP 2 of CD? 22.9 20.3 23.9 10.2 16.6 9.0
Daily Calorie Supply Calories per person 1,666 2,019 1,916 2,726 2,780 3,013
Daily Protien Supply Grams per person 50 53 53 68 72 77

2. Housing

Housing 2 of GDP .. .. ..
Average Household Siae Persons per household .. 6. 1.2.

Urban Persona per household .. .. ..
Fixed Investments Housing 2 of GDP .. .. ..

3. Fuel end Power

Fuel & Power 2 of GDP .. .. ..
Energy Consumption per capita kg of oil equivalent 155.6 258.2 256.9 1,060.5 1,102.2 1,794.4
Households with electricity

Urban e of household 76.4 .. .
Rural Z of household 7.6 .. ..

4. Transport and Comunication

Transport and Conication 2 of GDP .. .. ..

Population per Passenger Car Persons 36 165 197 14 24 11
Fixed Investments Transport Equipment 2 of GDP .. 6.7 ..
Total road length Km .. .. 39,624
Population per telephone Persons .. .. 36

......................... - - - - - - * - -e e-- ---- -""----a -
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Table 3s Social Indicators of Devlepuents
Investment in Human Capital

Compared to Same Region L Other Income Groups

Unit 25-30 15-20 Most Latin hmerica Lower Kiddie Next Higher
of Measure Year ago Year ago Recent Estimate and Caribbean Income Group Income Group

E. Investment in Human Capital

El. Medical Care
Medical Cars 2 of GDP ..
Population per Physician Persons 3,300 2,098 1,534 936
Population per Nurse Persons 3,989 3.074 2,466 S77
Population per Hospital Bed Persons .. 499 ..
Access to Health Care 2 of population .. .. ..
Imnizend (under 12 months)o

Measles 2 of age group .. .. 53.0 74.7 65.3 78.5
DPT 2 of age group .. .. 41.0 74.5 67.1 81.5

Oral Rehydration Therapy Use (under 5) 2 of cases .. .. 60.0 44.5 39.8

E2. Education

Education 2 of GDP .. .. .. ..
Gross Enrollment Ratios

Primary (total) Zof school-age group 73.0 85.0 81.0 107.4 100.5 105.9
Female Zof school-age group 60.0 76.0 77.0 .. 97.4

Secondary (total) Zof school-age group 18.0 31.0 34.0 47.2 58.3 56.3
Female Zof school-age group 15.0 .. 31.0 52.8 56.5 58.9

Tertiarys SciencelEngineering Zof tertiary student 14.8 15.8 21.2
Pupil-teacher Ratios

Primary Pupils per teacher 28.0 22.0 25.0 25.0 26.0 25.0
Secondary Pupils per teacher 21.0 19.0 .. .. 18.0

Pupils Resehig Grade 4 Z of cohort .. 52.4 .. 69.3 86.7 77.8
Rep eater Rates Primar 2 of total enroll. .. .. .. 19.9 6.6 17.6
Illitracy Rates Overall :ofpop.(sge 15+) .. .. 22.5 15.5 22.9 15.1

Female loffemales(age 15+) .. .. 29.3 17.2 28.8 17.7
Newspaper Circulation Per thousand pop. 24.7 40.7 44.9 81.9 72.0 100.9



Bolivia
Country Strategy Paper

Table 4s Key Macroeconomic Indicators

SC Actua----------------------------------------------------------------- Prjce

------------------------ ( Actual ) ----------------------- ------------------------------------------- ( Projected ) --------------------------------- --------

1985 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Real Growth Rates
Gross Domestic Product (GDP) -1.0 2.6 3.0 2.8 2.6 4.1 3.4 3.6 3.8 4.0 4.4 4.8 5.0 5.0 5.0 5.0Gross Domestic Income (GDT) -1.0 1.4 0.5 0.8 0.2 3.2 2.3 1.6 4.2 4.5 4.5 5.0 5.5 5.3 5.5 5.2

Real per Capita Growth Rates
Gross Domestic Product ..1/ -3.5 0.1 0.5 0.4 0.1 1.6 0.8 1.0 1.2 1.4 2.0 2.4 2.7 2.6 2.6 2.6Total Consumption 4.0 0.7 -3.5 -3.4 -2.8 1.9 1.8 -0.1 0.4 0.5 1.4 2.4 3.0 2.7 2.7 2.5Private Consumption 10.2 0.6 -6.3 -2.9 -3.3 0.9 2.0 0.8 0.3 0.5 1.5 2.6 3.3 2.9 2.9 2.8

Debt and Debt Services
Total DOD in US$M (LT+IF+ST) 4804.7 5836.2 4901.2 4120.7 4269.2 4072.2 4188.7 4269.7 4511.1 4700.1 4938.9 5252.4 5573.6 5883.3 6173.9 6474.1DOD/GDP 93.9 135.4 110.8 91.4 94.9 81.1 79.3 78.1 77.5 76.1 74.8 74.0 73.1 71.8 70.1 68.3Debt Service in US$M (LT+DIF+ST) .. 21 427.7 546.1 481.5 416.2 572.8 511.2 600.3 575.2 501.7 562.9 557.0 538.0 558.3 562.6 554.6 494.5Debt Service/Exports 58.0 81.9 69.9 46.7 57.5 54.3 70.9 62.8 50.0 51.8 47.2 42.1 40.8 38.5 35.4 29.9Debt Service/GDP 8.4 12.7 10.9 9.2 12.7 10.2 11.4 10.5 8.6 9.1 8.4 7.6 7.3 6.9 6.3 5.2
Interest Burden in US$ (LT+DIF+ST) .. 229.8 219.9 192.5 198.0 234.2 215.0 265.7 264.6 236.3 241.8 245.9 254.5 270.9 289.2 308.7 280.9
Interest Paid in US$M 167.6 100.9 121.5 128.2 160.5 142.3 202.1 221.9 234.5 240.9 245.6 254.5 270.9 289.2 308.7 280.9Intereet/Exporte 31.2 33.0 27.9 22.2 23.5 22.8 31.4 28.9 23.5 22.2 20.8 19.9 19.8 19.8 19.7 17.0Intere t/GDP 4.5 5.1 4.4 4.4 5.2 4.3 5.0 4.8 4.1 3.9 3.7 3.6 3.6 3.5 3.5 3.0

Investment 9 Savings
Gross Investment/GDP 10.2 11.1 12.1 12.0 12.7 13.8 14.1 14.6 15.3 15.9 17.0 17.3 17.9 18.0 18.2 18.4Public Fixed Investment/GDP 3.5 6.2 6.1 8.8 8.9 9.3 8.8 8.6 8.8 8.9 9.0 8.9 8.8 8.8 8.7 8.6Private Investment /GDP 3.7 4.0 4.2 4.1 4.3 4.5 5.2 6.0 6.4 6.9 8.0 8.4 9.0 9.3 9.5 9.8Change in Stock/GDP 2.9 0.8 -0.2 -0.8 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0ICOR (5 year average) .. 4/ -5.3 -5.5 19.5 5.4 3.1 1.9 0.3 0.4 0.5 3.8 3.8 3.7 3.6 3.6 3.6 3.6
Domestic Saving/GDP 8.5 4.8 6.6 8.5 9.3 8.7 ' 7.1 6.3 7.8 9.4 10.5 10.8 11.2 11.7 12.2 12.5Resource Balance/GDP -1.7 -6.2 -5.5 -3.5 -3.4 -5.0 -7.0 -8.3 -7.5 -6.5 -6.5 -6.5 -6.7 -6.3 -6.0 -5.9
National Savings/GDP 0.5 -0.7 1.0 3.5 4.5 4.4 3.8 3.1 4.9 6.6 7.9 8.4 8.9 9.5 10.1 10.7Current Account Balance -9.7 -11.8 -11.1 -6.5 -8.3 -9.4 -10.3 -11.5 -10.4 -9.3 -9.1 -9.0 -9.0 -8.5 -8.1 -7.7
Marginal Domestic Savings Rate 6.93 -0.12 1.31 1.29 1.09 0.11 -0.06 0.43 0.34 0.36 0.30 0.19 0.13 0.18 0.19 0.20Marginal National Savings Rate 8.77 0.52 1.29 1.46 1.18 0.16 0.20 0.43 0.40 0.36 0.30 0.20 0.14 0.19 0.18 0.23
Public ixed Investment/GDP 3.5 6.2 8.1 8.8 8.9 9.3 8.8 : 8.6 8.8 8.9 9.0 8.9 8.8 8.8 8.7 8.6
Public Savings/GDP -1.8 0.6 1.7 2.8 3.9 3.3 3.8 4.1 4.3 4.6 4.9 5.3 5.3 5.5 5.3Private Investment /GDP 3.7 4.0 4.2 4.1 4.3 4.5 5.2 6.0 6.4 6.9 8.0 8.4 9.0 9.3 9.5 9.8Private Savings/GDP 1.1 0.4 1.8 1.6 0.4 0.4 -0.7 0.8 2.3 3.3 3.5 3.6 4.2 4.7 5.4

Public Finance
Government Revenues/GDP 25.8 27.9 29.2 31.5 32.4 31.8 31.3 31.4 31.5 31.4 31.2 31.2 30.7 30.4 30.0Government Expenditures/GDP 33.4 34.4 34.7 35.7 35.9 35.5 34.5 34.3 34.2 33.8 33.2 32.7 32.1 31.5 31.2Budget Dfiit(-) or Surplus/GDP ..5/ -7.7 -6.5 -5.5 -4.1 -3.6 -3.7 -3.2 -3.0 -2.8 -2.4 -2.0 -1.5 -1.3 -1.1 -1.1Primary Deficit(-) or Surplus/GDP ..5 -3.2 -2.3 -1.7 -0.8 -0.3 0.1 0.3 0.4 0.5 0.7 0.9 1.3 1.3 1.4 1.4

Price* & Exchange Rates
CPI (2 Growth Rate) 11749.6 14.6 16.0 15.2 17.1 21.4 10.4 6.2 6.3 5.0 5.1 5.1 5.0 4.9 4.9 4.9GDP Deflator (Z Growth late) 11289.1 15.7 14.0 13.5 14.6 20.9 10.6 6.2 6.3 5.0 5.1 5.1 5.0 4.9 4.9 4.9

BEER Index (1980-100) 285.8 80.8 74.7 72.4 60.8 62.9 .. . .3 84 .4 .. . 8
Terms of Trade Index (1990-100) 100.0 92.7 83.5 79.6 1.7 63.; 64. 64.7 95.i 86. i 86.1

Trade and Balance of Payments
Exports (GPS) Volume Growth -5.9 -2.5 6.1 24.7 15.5 0.7 -0.8 9.5 4.0 3.4 4.4 4.3 3.2 3.0 3.1 3.3Exports (GNFS)/GDP 14.3 15.1 15.2 19.3 21.7 18.3 15.8 16.5 16.9 17.2 17.5 17.7 17.6 17.6 17.5 17.2
Imports (GUS) Volume Growth 41.7 8.3 -10.6 11.5 9.6 3.3 0.9 8.6 2.6 1.0 4.5 4.6 4.9 2.5 2.5 2.4Imports (GNFS)IGDP 16.0 21.4 20.7 22.8 25.1 23.4 22.7 24.8 24.3 23.8 24.0 24.2 24.3 23.9 23.5 23.1
Current Account Balance (US$M) -494.0 -508.7 -490.5 -384.7 -371.4 -473.5 -546.5 629.5 -603.3 -576.2 -602.4 -636.3 -685.0 -698.0 -711.2 -730.0Net Reserves (- - increase, US$M) -28.7 41.0 29.8 139.8 -98.9 -89.8 -78.4 55.1 -20.1 -20.1 -24.9 -24.9 -25.0 -30.3 -48.9 -45.4
Cr. Reserves in Months of Imp. of GS 3.4 5.5 5.4 4.2 3.9 3.9 4.6 4.6 4.5 4.5 4.4 4.2 4.1 4.0 4.1 4.1

2/ Us eg World Bank population fiures and projections
21/ Incudes interest and principal repayment* due but rescheduled by bilateral creditors.
3/ Includes interest due but rescheduled by bilateral creditors.
4/ 1981-90 period was derived from a 1980 base year series; & 1991-2001 is calculated from a 1990 base year series.
5/ Overall non-finanacial public sector
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Table 5 National Accounts at Current Prices

---------------------------- ( Actual )---------------------------- --------------------------------------- ( Projected )----------------------------------

1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

A.1. GDP at market prices 0.1 2252.4 7462.2 8855.9 10393.9 12135.9 14273.5 17974.5 20556.5 22626.0 24961.6 27240.9 29879.6 32907.5 36275.6 39962.9 44033.8 48520.5
2. Net Indirect Taxes on Imports 0.0 25.0 141.1 180.3 169.8 196.3 179.9 169.1 322.7 385.9 402.9 488.7 531.9 581.0 639.6 683.8 730.9 780.4
3. GDP at producer prices 0.1 2227.4 7321.1 8675.6 10224.1 11939.6 14093.6 17805.4 20233.9 22240.1 24556.6 26752.2 29347.7 32326.6 35636.0 39279.1 43302.9 47740.1

B.1. Imports of GUYS 0.0 360.1 1563.5 1891.8 2153.6 2761.0 3586.1 4200.4 4671.1 5601.7 6072.3 6474.4 7168.4 7952.0 8816.7 9551.6 10348.3 11200.5
2. Exports of GMFS 0.0 321.9 1349.9 1341.3 1581.8 2338.0 3104.4 3292.7 3239.8 3729.4 4209.0 4694.0 5234.4 5820.7 6396.1 7021.6 7713.9 8355.4
3. Resource balance 0.0 -38.2 -213.6 -550.5 -571.8 -423.0 -481.7 -907.7 -1431.2 -1872.2 -1863.3 -1780.4 -1934.0 -2131.4 -2420.6 -2529.8 -2634.5 -2845.1

C.1. Total Expenditure. 0.1 2290.6 7673.9 9406.5 10965.7 12558.9 14755.2 18882.2 21987.8 24498.2 26824.9 29021.3 31813.6 35038.9 38696.3 42492.7 46668.3 51365.7

2. Total consumption, ete 0.1 2061.9 7088.8 8426.6 9710.3 11101.0 12940.1 16403.3 19088.3 21195.1 23016.1 24685.4 26733.7 29337.5 32212.7 35282.7 38645.8 42433.5
a. General government 0.0 300.4 855.5 1060.4 1493.0 1680.9 2000.9 2651.4 3045.4 3134.5 3449.6 3736.7 4063.9 4420.9 4803.9 5216.8 5666.4 6154.9
b. Private, etc 0.1 1761.5 6233.3 7366.2 8217.3 9420.1 10939.2 13751.9 16042.9 18060.6 19566.5 20948.7 22669.8 24916.6 27408.9 30065.8 32979.4 36278.7
c. Statistical discrepancy

D.1. Gross domestic investment 0.0 228.7 587.1 979.9 1255.4 1457.9 1815.1 2478.9 2899.5 3303.2 3808.8 4335.9 5079.9 5701.4 6483.5 7210.1 8022.4 8932.2
a. GDFI 0.0 162.8 705.5 911.0 1271.8 1555.8 1885.0 2478.9 2889.3 3292.0 3796.5 4325.2 5069.6 5691.7 6474.6 7202.2 8015.9 8925.0

i. Nonfinancial Pub. Sector 0.0 79.8 356.9 552.5 839.7 1063.7 1276.5 1664.3 1813.6 1943.8 2190.8 2437.6 2689.4 2939.8 3209.9 3502.7 3822.9 4172.5
Ui. Private Sector 0.0 83.0 348.6 358.5 432.1 492.1 608.5 814.6 1075.7 1348.3 1605.6 1887.6 2380.2 2751.8 3264.7 3699.5 4193.0 4752.5

b. Changes in Stocks 0.0 66.0 -118.4 68.9 -16.4 -97.9 -69.9 0.0 10.1 11.1 12.3 10.7 10.3 9.7 8.9 7.9 6.5 7.2

E.1. Gross domestic saving 0.0 190.5 373.5 429.4 683.6 1034.9 1333.4 1571.2 1468.2 1430.9 1945.5 2555.5 3145.9 3570.0 4062.9 4680.2 5388.0 6087.0
2. Net factor income 0.0 -185.9 -593.7 -531.8 -611.1 -671.0 -764.9 -868.4 -782.6 -837.9 -842.4 -887.2 -927.4 -965.8 -995.9 -1047.1 -1109.8 -1115.1

3. Net current transfer* 0.0 6.4 32.7 36.8 30.1 58.9 68.5 80.6 88.3 103.9 117.5 125.7 134.9 145.7 158.9 174.0 190.4 222.7
4. Gross national saving 0.0 11.0 -187.6 -65.7 102.6 422.8 637.0 783.4 773.9 696.9 1220.6 1794.0 2353.4 2749.8 3225.8 3807.1 4468.5 5194.6

F.1. Gross national product 0.1 2066.5 6868.5 8324.1 9782.8 11464.9 13508.6 17106.1 19773.9 21788.1 24119.1 26353.7 28952.3 31941.7 35279.7 38915.8 42924.0 47405.4
2. IFS conversion factor 0.0 0.4 1.9 2.1 2.4 2.7 3.2 3.6 3.9 4.1 4.3 4.4 4.5 4.6 4.8 4.9 5.0 5.1
3. GDP at up (curr. mill. US$) 5014 5119.2 3882.5 4309.7 4422.5 4508.6 4498.8 5019.4 5284.9 5465.2 5818.8 6174.5 6601.9 7093.9 7627.3 8197.7 8812.1 9476.7
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Table 6t National Accounts at Constant 1980 prices

------------------------------ ( Actual )---------------------------- --------------------------------------( Projected )-------------------------------------

1960 1985 1964 1987 1986 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

A.1. GDP at market prices 122,946 111,609 108,829 111,660 114,963 118,221 121,316 126,341 130,670 135,404 140,487 146,064 152,469 159,764 167,748 176,126 184,924 194,161

2. Net Indirect Taxes on Imp. 3,288 1,307 1,982 2,277 1,827 1,811 1,527 1,187 2,381 2,759 2,832 3,219 3,363 3,519 3,692 3,784 3,879 3,974

3. GDP at Producer Prices 119,658 110,302 106,847 109,383 113,136 116,410 119,789 125,154 128,289 132,644 137,655 142,845 149,106 156,244 164,056 172,341 181,045 190,187

B.1. Imports of GNF 20,718 21,978 21,469 23,245 20,788 23,177 25,412 26,243 26,469 28,757 29,514 29,818 31,155 32,601 34,198 35,056 35,934 36,810

2. Exports of GNF 25,585 22,780 26,448 25,793 27,366 34,123 39,399 39,674 39,361 43,092 44,833 46,341 48,379 50,453 52,043 53,629 55,276 57,112
3. Resource balance 4,867 802 4,979 2,548 6,578 10,946 13,987 13,431 12,892 14,336 15,319 16,522 17,224 17,852 17,845 18,573 19,342 20,302

C.I. Total Expenditures 118,079 110,807 103,850 109,112 108,385 107,275 107,329 112,910 117,778 121,068 125,168 129,541 135,245 141,912 149,903 157,553 165,582 173,859

2. Total consumption, etc 99,898 104,285 99,517 102,685 101,645 100,690 100,415 104,905 109,479 112,167 115,515 119,073 123,573 129,448 136,402 143,245 150,411 157,765

a. General government 17,330 10,509 11,343 11,769 14,204 13,654 14,117 15,571 16,069 15,571 16,116 16,632 17,214 17,816 18,440 19,085 19,753 20,445

b. Private, etc 82,548 93,776 68,174 90,916 87,441 87,036 86,298 89,334 93,410 96,596 99,399 102,441 106,359 111,631 117,962 124,159 130,658 137,320

D.1. Gross domestic investment 18,181 6,522 4,333 6,427 6,740 6,585 6,914 8,005 8,299 8,901 9,652 10,468 11,672 12,464 13,500 14,308 15,171 16,095

a. GDFI 17,637 5,022 5,333 5,927 6,840 7,085 7,214 8,005 6,270 8,871 9,621 10,443 11,648 12,443 13,482 14,293 15,158 16,082

1. Nonfin. Pub. Sector 8,593 2,462 2,698 3,598 4,516 4,844 4,885 5,375 5,191 5,238 5,552 5,885 6,179 6,426 6,683 6,951 7,229 7,518

it. Private Sector 9,044 2,560 2,635 2,329 2,324 2,241 2,329 2,630 3,079 3,633 4,069 4,558 5,469 6,016 6,798 7,342 7,930 8,564
t. Changes in Stocks 544 1,500 (1,000) 500 (100) (500) (300) 0 29 30 31 26 24 21 19 16 12 13

R.1. Net factor income (7,250) (10,181) (8,373) (6,565) (6,502) (6,200) (5,929) (5,640) (4,537) (4,573) (4,324) (4,338) (4,315) (4,276) (4,200) (4,209) (4,250) (4,069)

2. Net current transfers 311 321 478 466 332 562 559 548 576 617 660 672 685 706 734 767 800 893
3. Gross national product 115,696 101,426 100,456 105,095 108,461 112,021 115,387 120,701 126,133 130,831 136,163 141,725 148,154 155,468 163,548 171,917 180,673 190,092

4. Grosa domestic saving ..1/ 23,048 7,324 9,312 8,975 13,316 17,531 20,901 21,436 21,191 23,237 24,971 26,991 28,896 30,316 31,346 32,881 34,513 36,396

S. Grose domestic saving ..21 23.046 4,191 1,399 (337) 1,221 3,034 3,501 2,334 169 (710) 596 2,269 3,267 3,726 4,111 5,024 6,023 6,744

6. Grose national saving .. 1/ 16,109 (2,536) 1,417 2,876 7,148 11,893 15,531 16,344 17,230 19,281 21,307 23,325 25,266 26,746 27,880 29,439 31,062 33,220

7. Gross national saving ..21 16,109 (5,669) (6,496) (6,436) (4,949) (2,604) (1,869) (2,758) (3,772) (4,666) (3,068) (1,397) (363) 156 645 1,582 2,572 3,568

8. Capacity to import 25,585 19,647 18,535 16,481 15,269 19,626 21,999 20,572 18,359 19,145 20,457 21,618 22,750 23,863 24,809 25,771 26,786 27,460

9. Terme of trade adjustment 0 (3,133) (7,913) (9,312) (12,097) (14,497) (17,400) (19,102) (21,002) (23,947) (24,375) (24,722) (25,629) (26,590) (27,234) (27,857) (28,490) (29,652)

10. Gross domestie income 122,946 108,476 100,916 102,348 102,866 103,724 103,916 107,239 109,668 111,457 116,111 121,341 126,840 133,174 140,514 148,268 156,434 164,509

11. Gross national income 115,696 98,295 92,543 95,783 96,364 97,524 97,987 101,599 105,131 106,884 111,787 117,003 122,525 128,898 136,314 144,060 152,183 160,439

11 Excluding terms of trade adjustment
21 Including terms of trade adjustment
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Table 7a National Accounts - Percent Share of VA by Sector

------------------- Actual-------------------------------------------------------------------( Projected )--------------------------------

1960 1985 1966 1987 1968 1989 1990 1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001

A.I. GDY at market prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

2. GOP at Producer Prices 97.3 98.9 98.1 96.0 98.4 98.4 98.7 99.1 96.4 96.3 98.4 96.2 96.2 96.2 98.2 98.3 98.3 98.4

3. Agriculture .. .. .. .. .. .. 20.7 19.5 19.5 20.4 20.5 20.5 20.4 20.2 20.0 19.6 19.6 19.4

4. Industry .. .. .. .. .. 32.2 31.4 29.9 30.0 30.5 31.0 31.4 31.6 32.2 32.5 32.9 33.1

a. Nanufacturing .. .. .. .. .. .. 13.4 14.7 15.5 15.7 15.9 16.0 16.2 16.4 16.5 16.6 16.7 -16.9

b. Construction .. .. .. .. .. .. 2.7 2.9 3.0 3.0 3.0 2.9 2.9 2.9 2.9 2.9 2.6 2.6

a. Mining and quarrying .. .. .. .. .. .. 15.1 12.8 10.3 10.3 10.6 11.0 11.3 11.5 11.6 12.0 12.3 12.3

d. Gas, Electricity & Water .. .. .. .. .. .. 1.0 1.1 1.1 1.1 1.1 1.1 1.0 1.0 1.0 1.0 1.0 1.0

5. Services, etc. .. .. .. .. .. .. 45.9 46.2 49.0 47.8 47.4 46.7 46.4 46.3 46.1 46.0 45.9 46.0
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Table 8: National Accounts - Real Growth late*

------------------------------ ( Actual )---------------------------- ------------------------------------- ( Projected )------------------------------------

1961 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

A.1. GDP at market prices 0.9 -1.0 -2.5 2.6 3.0 2.8 2.6 4.1 3.4 3.6 3.8 4.0 4.4 4.8 5.0 5.0 5.0 5.0
2. Agriculture -0.9 7.7 -3.5 3.5 2.4 -1.3 -2.0 7.2 5.0 3.5 3.5 3.5 3.6 3.8 4.0 4.0 4.0 4.0
3. Industry -2.4 -8.8 -7.6 1.5 12.2 8.9 6.3 5.6 2.4 6.5 5.2 4.9 5.5 5.8 5.8 5.8 5.8 5.8

a. Manufacturing -7.8 -8.3 1.9 2.5 5.4 3.5 5.7 6.7 6.0 5.0 5.5 5.5 5.5 6.0 6.0 6.0 6.0 6.0
b. Construction -10.2 -3.7 -21.5 -0.9 14.5 6.6 2.5 2.0 6.0 3.0 3.3 3.4 3.5 4.5 4.5 4.5 4.5 4.5
c. Mining and quarrying 3.8 -10.6 -14.4 1.5 19.9 15.1 7.6 5.3 -1.6 8.8 5.3 4.8 5.9 5.9 6.0 6.0 6.0 6.0
d. Gas, Electricity & Water 12.5 -3.8 7.4 -5.9 5.5 5.1 5.4 6.5 4.0 3.0 3.0 3.0 3.5 4.0 4.0 4.0 4.0 4.0

4. Service., etc. 3.5 -0.2 -0.2 2.3 -1.0 1.1 2.9 2.4- 1.4 1.1 2.9 3.0 3.9 4.5 4.8 4.9 4.9 4.9

3.1. Imports of GMFS 37.7 41.7 -2.3 8.3 -10.6 11.5 9.6 3.3 0.9 8.6 2.6 1.0 4.5 4.6 4.9 2.5 2.5 2.4
2. Exports of GNFS -4.1 -5.9 16.1 -2.5 6.1 24.7 15.5 0.7 -0.8 9.5 4.0 3.4 4.4 4.3 3.2 3.0 3.1 3.3

C.1. Total Ependitures 8.5 6.5 -6.3 5.1 -0.7 -1.0 0.1 5.2 4.3 2.8 3.4 3.5 4.4 4.9 5.6 5.1 5.1 5.0
2. Total consumption, etc 10.2 6.6 -4.6 3.2 -1.0 -0.9 -0.3 4.5 4.4 2.5 3.0 3.1 3.8 4.8 5.4 5.0 5.0 4.9

a. General govornment -21.0 -28.3 7.9 3.8 20.7 -3.9 3.4 10.3 3.2 -3.1 3.5 3.2 3.5 3.5 3.5 3.5 3.5 5.5
b. Private, etc 16.8 12.7 -6.0 3.1 -3.8 -0.5 -0.8 3.5 4.6 3.4 2.9 3.1 3.8 5.0 5.7 5.3 5.2 5.1

D.1. Groes domestic investment -1.3 5.9 -33.6 48.3 4.9 -2.3 5.0 15.8 3.7 7.3 8.4 8.5 11.5 6.8 8.3 6.0 6.0 6.1
GDtI -19.1 -25.7 6.2 11.1 15.4 3.6 1.8 11.0 3.3 7.3 8.5 8.5 11.5 6.8 8.4 6.0 6.1 6.1

1. Nonfin. Pub. Sector 8.4 -31.4 9.6 33.4 25.5 7.3 0.8 10.0 -3.4 0.9 6.0 6.0 5.0 4.0 4.0 4.0 4.0 4.0
ii. Private Sector -45.2 -19.3 2.9 -11.6 -0.2 -3.6 3.9 12.9 17.1 18.0 12.0 12.0 20.0 10.0 13.0 8.0 8.0 8.0

2. Gross national product 1.0 -3.0 -1.0 4.6 3.2 3.3 3.0 4.6 4.5 3.7 4.1 4.1 4.5 5.0 5.2 5.1 5.1 5.2
3. Gross domestic saving .. 1/ -39.4 -50.7 27.1 -3.6 48.4 31.6 19.2 2.6 -1.1 9.7 7.5 8.1 7.1 4.9 3.4 4.9 5.0 5.5
4. Gross national saving .. 1/ -56.8 -136.3 155.9 103.0 148.5 66.4 30.6 5.2 5.4 11.9 10.5 9.5 8.3 5.9 4.2 5.6 5.5 6.9
S. Gross domestic income 1.2 -1.0 -7.0 1.4 0.5 0.8 0.2 3.2 2.3 1.6 4.2 4.5 4.5 5.0 5.5 5.5 5.5 5.2
6. Gross national income 1.3 -3.1 -5.9 3.5 0.6 1.2 0.5 3.7 3.5 1.7 4.6 4.7 4.7 5.2 5.8 5.7 5.6 5.4

Il Excluding terms of trade adjustment
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Table 9: .nee of Payments (US$ Millions)

------------------------- ( Actual )------------------------ ------------------------------------------- ( Projected )------------------------------------------

1960 1987 1968 1989 1990 1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

A. Exporta of GNFS 1023.6 652.7 673.1 868.5 978.4 919.6 832.9 900.8 981.2 1063.9 1156.5 1254.8 1344.8 1440.4 1543.7 1631.91. Merchandise (FOB) 942.2 518.7 542.4 723.4 830.7 760.3 665.7 726.1 799.9 878.9 966.8 1060.0 1145.3 1237.0 1336.5 1419.5
2. Non-factor services 81.4 134.0 130.7 145.1 147.7 159.3 167.2 174.7 181.2 185.1 169.8 194.8 199.6 203.4 207.2 212.4

B. Imports of GUYS 795.4 920.5 916.4 1025.8 1130.3 1173.1 1200.9 1353.1 1415.5 1467.5 1583.9 1714.2 1853.8 1959.3 2070.9 2187.6
. Merchandise (FOB) 678.4 767.2 767.7 861.7 962.7 992.4 1011.3 1150.6 1207.2 1256.2 1368.8 1487.8 1616.4 1718.3 1826.2 1939.2

2. Non-factor services 117.0 153.3 148.7 164.1 167.6 180.7 189.6 202.5 208.3 211.3 215.1 226.4 237.4 241.0 244.7 248.4

C. Resource balance 228.2 -267.8 -243.3 -157.3 -151.9 -253.5 -368.0 -452.2 -434.4 -403.6 -427.3 -459.5 -509.0 -518.9 -527.2 -555.7

D. Net factor income -295.7 -258.8 -260.0 -249.3 -241.1 -242.5 -201.2 -202.4 -196.4 -201.1 -204.9 -208.2 -209.4 -214.8 -222.1 -217.8
1. Factor receipts 22.1 14.3 15.8 22.1 17.0 22.3 13.5 15.7 22.8 23.1 22.9 22.6 22.2 21.4 20.9 23.0
2. Factor payments 317.8 273.1 275.8 271.4 258.1 264.8 214.7 218.1 219.1 224.2 227.8 230.8 231.6 236.2 243.0 240.8

a. Total interest paid (DRS) 220.2 100.9 121.5 128.2 160.5 142.3 202.1 221.9 234.5 240.9 245.6 254.5 270.9 289.2 308.7 280.9
b. Interest Arrears 119.0 71.0 69.8 73.7 72.7 63.6 42.7 1.8 0.9 0.3 0.0 0.0 0.0 0.0e. Other factor payments 97.6 53.2 83.3 73.4 23.9 49.8 -51.0 -46.5 -17.2 -17.6 -18.1 -23.7 -39.3 -53.0 -65.7 -40.1

E. Net current transfers 12.7 17.9 12.8 21.9 21.6 22.5 22.7 25.1 27.4 28.5 29.8 31.4 33.4 35.7 38.1 43.5

F. Current Account Balance
1. Before official grants -54.8 -508.7 -490.5 -384.7 -371.4 -473.5 -546.5 -629.5 -603.3 -576.2 -602.4 -636.3 -685.0 -698.0 -711.2 -730.0
2. Official grants 46.8 103.2 123.9 133.9 153.4 160.0 165.5 149.0 162.6 169.1 176.7 186.4 198.6 211.9 226.1 245.2
3. After official granta -8.0 -405.5 -366.6 -250.8 -218.0 -313.5 -360.9 -480.5 -440.7 -407.1 -425.7 -449.9 -486.4 -486.1 -485.1 -484.8

0. LT Capital Inflows n.e.i. 326.3 206.0 204.9 278.1 142.3 200.3 204.5 281.3 256.7 226.6 308.2 404.8 453.8 455.6 477.9 479.8
1. Direct investment 43.9 36.4 30.0 35.0 35.0 50.0 60.0 70.0 81.0 94.0 109.5 128.0 149.0 173.0 198.0 225.0
2. Net LT Borrowing .. 1/ 311.5 169.6 174.9 243.1 107.3 150.3 144.5 211.3 175.7 132.6 198.7 276.8 304.8 282.6 279.9 254.8

a. Disbursements (DR) 456.8 257.2 333.7 381.7 299.7 286.8 342.6 454.1 418.2 422.3 476.4 527.0 551.0 522.3 501.3 456.4
b. Repayments 145.3 87.7 158.7 138.6 192.4 136.6 198.2 242.9 242.4 289.6 277.8 250.2 246.2 239.7 221.4 201.6

3. Other LT inflows (net) -29.1 .. .. .. .. .. .. .. .. .. .. .. ..

H. Total Other items (Net) -222.5 158.5 131.9 -167.1 174.6 203.1 254.8 254.3 204.1 200.5 142.4 70.0 57.6 60.8 56.1 50.4
1. Net ST capital (n.e.i) -45.2 119.0 -27.1. -90.7 70.6 72.0 175.8 132.2 81.8 80.9 70.3 70.0 57.6 60.8 56.1 50.4

a. Interest arrears .. 21 119.0 71.0 69.8 73.7 72.7 63.6 42.7 1.8 0.9 0.3 0.0 0.0 0.0 0.0
b. Other Net BT Capital -45.2 0.0 -98.1 -160.5 -3.1 -0.7 112.2 89.5 80.0 80.0 70.0 70.0 57.6 60.8 56.1 50.4

2. Capital flows n.e.i. .. 31 0.0 55.0 54.2 -49.7 -47.3 1.2 79.0 122.1 122.3 119.6 72.1 0.0 0.0 0.0 - 0.0 0.0
3. Errors and omissions -177.3 -15.5 104.8 -26.7 151.3 129.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

1. Changes in net reserves -95.8 41.0 29.8 139.8 -98.9 -89.8 -78.4 -55.1 -20.1 -20.1 -24.9 -24.9 -25.0 -30.3 -48.9 -45.4
1. Net credit from 11W 96.4 -34.5 42.4 50.6 -11.2 -15.0 13.8 -9.4 -14.3 -23.6 -29.9 -33.3 -41.2 -33.7 -24.4 -12.0
2. Rerserve changes (n.e.i) -192.2 75.5 -12.6 89.2 -87.7 -74.8 -92.2 -45.7 -5.8 3.5 5.0 8.4 16.2 3.4 -24.5 -33.43. Escrow account .. .. .. .. .. .. .. .. .. .. .. .. ..

J. As Shares of GDP (current US$)
1. Resource balance 41 4.6 -6.2 -5.5 -3.5 -3.4 -5.1 -7.0 -8.3 -7.5 -6.5 -6.5 -6.5 -6.7 -6.3 -6.0- -5.9
2. Interest payments (LT+InF+ST) 3.5 1.8 2.2 2.1 2.9 2.4 3.3 3.6 3.5 3.4 3.2 3.0 3.0 3.0 2.9 2.5
3. Current account balance -1.1 -11.8 -11.1 -8.5 -8.3 -9.4 -10.3 -11.5 -10.4 -9.3 -9.1 -9.0 -9.0 -8.5 -8.1 -7.7
4. LT capital inflow 6.5 4.8 4.6 6.2 3.2 4.0 3.9 5.1 4.4 3.7 4.7 5.7 5.9 5.6 5.4 5.1
5. Net credit from the IMP 1.9 -0.8 1.0 1.1 -0.2 -0.3 0.3 -0.2 -0.2 -0.4 -0.5 -0.5 -0.5 -0.4 -0.3 -0.1

K. Foreign Exchange Reserves
1. Gross reserves including gold. 128.5 424.7 408.8 361.2 363.9 381.0 459.4 514.5 534.6 554.7 579.6 604.5 629.5 659.8 708.7 754.1
2. Or. reserves in months of imports 1.4 4.3 4.1 3.3 3.1 3.2 3.9 3.9 3.9 3.9 3.8 3.7 3.6 3.6 3.7 3.7

L. Exchange Rates
1. In nominal terms (LCUIUS$)

a. Average rate 0.0 2.1 2.4 2.7 3.2 3.6 3.9 4.1 4.3 4.4 4.5 4.6 4.8 4.9 5.0 5.1
b. End Year 0.0 2.2 2.4 2.9 3.4 3.7

2. In real terms
a. Real Effective Exchange Rate 100.0 80.8 74.7 72.4 60.8 62.9

M. Memorandum Items GDP (current US$M) 5014.1 4309.7 4422.5 4508.6 4498.8 5019.4 5284.9 5465.2 5818.8 6174.5 6601.9 7093.9 7627.3 8197.7 8812.1 9476.7

I 1980-1991 on cash basis; 1992 and thereafter, on accrual basis.
2/ Data available only from 1985 and onwards
3/ Includes unpaid Argentina Gas, chane in arrears, net relief of Brazil arrears, debt cancellation and other exceptional financing items..
41 Note that, for the historical perio, there are some inconsistencee between these figures and those reported in national accounts.
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Table 10i External Debt - Disbursements and Repayment*

-------------------------- ( Actual )------------------------- -----------------------------------( Projected )------------------------------

1980 1965 1966 1967 1966 1989 1990 1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001

DISBURS3KENTS

A. Public 9 Publicly Guar. LT 440.8 137.1 326.4 257.2 333.7 361.7 299.7 266.8 342.6 454.1 418.2 422.3 476.4 527.0 551.0 522.3 501.3 456.4
1. Official Creditors 194.9 134.6 321.7 232.2 333.7 376.6 290.7 272.2 338.5 451.8 417.6 422.0 476.4 527.0 551.0 522.3 501.3 456.4

a) Multilateral 107.7 73.3 243.2 154.6 257.4 277.0 204.3 197.0 256.5 380.4 346.2 347.7 372.7 392.8 402.6 367.2 351.3 300.6
IDA 1.8 1.7 4.0 41.3 111.5 76.8 48.7 47.9 66.4 60.0 86.8 93.4 96.8 64.9 60.7 63.9 65.0 24.5
IBRD 72.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

b) Bilateral 67.2 61.5 78.6 77.6 76.2 99.5 66.4 75.2 61.9 71.4 71.4 74.3 103.6 134.2 148.4 155.1 150.0 155.6
2. Private Creditors 245.9 2.3 6.7 25.0 0.0 5.1 9.1 14.6 4.2 2.4 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.0

a) Suppliers 21.8 0.8 6.7 0.0 0.0 1.5 9.1 2.4 1.2 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
b) Financial Markets 57.8 0.0 0.0 25.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.0

o1wa Financial Inst. 57.8 0.0 0.0 25.0 0.0 0.0 0.0 6.6 2.4 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.0
Bonds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

c) Export Credit 166.3 1.5 0.0 0.0 0.0 3.6 0.0 5.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
B. Private 3on-Guaranteed LT 16.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
C. Total LT Disbursements (A+B) 456.6 137.1 328.4 257.2 333.7 381.7 299.7 266.6 342.6 454.1 416.2 422.3 476.4 527.0 551.0 522.3 501.3 456.4
D. DI Purchases 96.4 0.0 134.7 0.0 91.3 56.9 30.8 31.0 50.2 16.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
I. Net Short-Term Capital -226.0 10.0 45.0 93.0 -171.0 -40.0 -57.0 -6.0 121.9 69.5 60.0 60.0 70.0 70.0 57.6 60.8 56.1 58.0
F. Total Disbursement. (C+D+E) 325.2 147.1 508.1 350.2 254.0 396.6 273.5 309.8 514.7 562.3 498.2 502.3 546.4 597.0 606.6 583.1 557.4 514.4

REPAIMTS .. 1/

A. Public & Publicly Guar. LT 126.3 146.6 103.6 87.7 156.7 136.6 166.4 111.6 198.2 242.9 242.4 289.6 277.6 250.2 246.2 239.7 221.4 201.6
1. Official Creditors 41.1 135.9 92.4 60.9 127.6 131.8 162.7 106.0 163.0 235.8 237.4 264.0 274.5 247.9 244.2 237.6 220.1 200.3

a) Multilateral 7.2 72.7 71.3 60.6 71.3 110.1 116.9 61.2 92.4 110.4 123.6 144.6 160.1 162.6 158.0 154.0 157.1 142.9
oles IRD 2.6 11.7 17.9 18.6 22.7 18.7 20.9 25.3 22.3 22.8 22.6 22.4 22.9 19.8 14.0 13.3 11.6 0.3

IDA 0.3 1.0 1.0 1.1 1.2 1.4 1.6 1.7 6.2 8.2 2.4 2.4 3.0 4.1 6.3 8.4 10.5 13.0
b) Dilateral 33.9 63.3 21.1 20.1 56.3 21.7 45.8 24.8 90.6 125.4 113.8 139.4 114.3 65.3 86.3 63.6 63.1 57.4

2. Private Creditore 85.2 12.7 11.2 6.8 31.2 6.8 5.6 5.6 15.1 7.0 5.0 5.6 3.3 2.3 2.0 1.9 1.3 1.3
a) Suppliers 28.8 5.0 4.8 2.4 3.0 4.4 3.9 4.7 8.4 5.0 3.2 3.2 1.0 0.3 0.0 0.0 0.0 0.0
b) Financial Markets 46.6 3.9 1.3 2.1 25.9 0.0 0.0 0.0 2.1 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6

oles Financial Inst. 47.7 3.0 0.5 1.2 25.0 0.0 0.0 0.0 1.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bonds 0.9 0.9 0.9 0.9 0.9 0.0 0.0 0.0 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6

c) Export Credit 7.9 3.8 5.0 2.4 2.2 2.4 1.9 0.8 4.6 1.4 1.3 1.6 1.7 1.4 1.4 1.3 0.7 0.7
D. Private Non-Guaranteed LT 19.0 25.8 0.0 0.0 0.0 0.0 24.0 25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
C. Total LT Repayments (A+B) 145.3 174.4 103.6 67.7 158.7 138.6 192.4 136.6 198.2 242.9 242.4 289.6 277.8 250.2 246.2 239.7 221.4 201.6
0. IfP Repurchases 0.0 23.5 38.2 34.5 46.9 6.3 42.0 46.0 36.4 28.1 14.3 23.6 29.9 33.3 41.2 33.7 24.4 12.0
E. Total IT Repay + DI Repurchase& 145.3 197.9 141.8 122.2 207.6 144.9 234.4 182.6 234.6 271.0 256.7 313.2 307.7 263.5 287.4 273.4 245.8 213.6

Il 1980 - 1991, principal paid only.
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CSP Table 11: External Debt - Interest and DOD

(US$ Millions at Current Prices)

-------------------------- ( Actual )------------------------- ----------------------------------- ( Projected )-----------------------------

1960 1965 1986 1987 1968 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

INTEREST ..I/

A. Public & Publicly Guar. LT 163.6 99.7 53.5 76.6 96.6 93.3 116.5 107.0 138.3 160.8 165.6 168.5 169.6 174.7 187.0 201.5 218.3 233.9
1. Official Creditors 42.2 77.1 50.2 73.0 91.7 88.1 114.1 104.4 133.0 157.0 162.3 165.5 166.4 172.0 184.6 199.3 216.2 231.8

a) Multilateral 21.2 35.9 43.2 51.4 61.1 67.7 69.0 74.5 85.5 92.8 102.8 109.5 114.4 120.9 131.6 143.9 157.0 168.7
olus IBID 10.5 15.6 19.6 20.2 19.8 17.9 15.3 16.3 13.6 11.8 9.9 8.1 6.2 4.4 2.9 1.8 0.7 0.0

IDA 0.5 0.8 0.7 1.2 1.7 2.0 2.5 3.0 3.7 4.2 4.6 5.2 5.9 6.6 7.3 7.9 5.4 8.8
b) Bilateral 21.0 41.2 7.0 21.6 30.6 20.5 45.1 29.9 47.6 64.1 59.5 56.0 51.9 51.1 53.1 55.4 59.2 63.2

2. Private Creditors 121.6 22.6 3.3 3.6 4.9 5.2 2.4 2.6 5.2 3.8 3.3 3.0 3.2 2.7 2.3 2.2 2.1 2.1
a) Suppliers 13.2 0.6 1.2 0.8 0.8 2.0 1.6 1.2 1.4 0.8 0.5 0.3 0.7 0.2 0.0 0.0 0.0 0.0
b) Financial Markets 98.2 1.4 1.2 1.9 3.5 0.0 0.6 0.9 1.6 1.0 0.9 0.9 0.9 0.9 0.9 0.8 0.8 0.8

o01w Financial Inst. 94.8 0.3 0.1 0.0 1.7 0.0 0.6 0.9 0.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Bonds 3.4 1.1 1.1 1.9 1.9 0.0 0.0 0.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.8 0.6 0.8

c) Export Credit 10.2 20.6 0.9 1.0 0.6 3.2 0.2 0.6 2.2 2.0 1.9 1.8 1.7 1.6 1.5 1.4 1.3 1.2
B. Private Non-Guaranteed LT 9.4 57.5 45.0 0.0 0.0 0.0 14.0 12.0 36.2 36.9 37.9 38.6 39.4 40.2 41.0 41.8 40.0 0.0
C. Total LT Interest (A+B) 173.2 157.2 98.5 76.6 96.6 93.3 130.5 119.0 174.5 197.7 203.5 207.1 209.0 214.9 228.0 243.3 258.3 233.9
D. IMP Service Charges 2.5 5.4 4.3 8.8 8.7 14.7 16.0 13.3 9.0 5.0 4.0 3.9 3.7 3.6 3.3 3.2 3.1 3.0
E. Interest Paid on ST Debt 44.5 5.0 6.2 15.5 16.2 20.2 14.0 10.0 18.6 19.2 27.0 29.9 32.9 36.0 39.6 42.7 47.3 44.0
F. Total Interest Paid (C+D+E) 220.2 167.6 109.0 100.9 121.5 128.2 160.5 142.3 202.1 221.9 234.5 240.9 245.6 254.5 270.9 289.2 308.7 280.9

DEBT OUTSTANDING & DIOB (DOD)

A. Public & Publicly Guar. LT 2181.6 3511.4 4070.2 4621.3 4139.8 3428.8 3681.4 3523.4 3652.9 3653.8 3829.5 3962.1 4160.8 4437.6 4742.4 5025.0 5283.9 5538.1
1. Official Creditors 1095.8 2087.8 2749.6 3504.5 3610.0 3078.4 3356.3 3218.9 3365.2 3580.5 3760.7 3898.6 4100.6 4379.7 4686.5 4971.0 5231.1 5487.2

a) Multilateral 447.2 724.1 941.5 1104.6 1291.4 1440.0 1592.4 1718.1 1882.2 2152.1 2374.7 2577.7 2790.3 3020.5 3265.1 3478.4 3651.5 3609.4
o/wa IBID 175.3 207.0 234.7 270.1 227.9 199.2 193.7 171.9 149.6 126.8 104.2 81.8 58.9 39.1 25.1 11.9 0.3 0.0

IDA 63.8 94.4 97.4 141.0 249.3 324.9 393.3 443.2 501.4 573.2 657.6 748.6 844.4 925.2 999.6 1055.1 1088.6 1100.0
b) Bilateral 648.6 1363.6 1808.2 2399.8 2318.6 1638.4 1763.9 1500.8 1483.0 1428.4 1386.0 1320.9 1310.3 1359.2 1421.3 1492.6 1579.6 1677.8

2. Private Creditors 1085.7 1423.6 1320.6 1116.8 529.8 350.4 325.2 304.5 287.7 73.3 68.8 63.5 60.2 57.9 55.9 54.0 52.7 50.9
a) Suppliers 152.8 110.0 85.9 86.4 55.4 40.9 42.1 26.3 18.1 13.6 10.5 7.3 6.3 6.0 6.0 6.0 6.0 6.0
b) Financial Markets 681.5 939.2 931.8 955.7 427.2 268.6 248.3 244.7 241.9 33.1 33.1 32.7 32.1 31.5 30.9 30.2 29.6 28.5

olvi Financial Inst. 608.0 901.6 895.1 919.8 392.2 233.6 213.3 209.7 209.9 1.7 2.3 2.6 2.6 2.6 2.6 2.6 2.6 2.1
Bonds 73.4 37.7 36.8 35.9 35.0 35.0 35.0 35.0 32.0 31.4 30.7 30.1 29.5 28.9 28.3 27.7 27.1 26.4.

c) Export Credit 251.5 374.4 302.9 74.7 47.2 40.9 34.8 33.6 27.7 26.6 25.3 23.5 21.8 20.4 19.1 17.8 17.1 16.4
B. Private Non-Guaranteed LT 92.0 555.0 555.0 200.0 200.0 200.0 177.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0 152.0
C. Total LT Debt (A+B) 2273.6 4066.4 4625.2 4821.3 4339.8 3628.8 3858.4 3675.4 3804.9 3805.8 3981.5 4114.1 4312.8 4589.6 4894.4 5177.0 5435.9 5690.1
D. Use of IMF Credit 126.3 82.2 192.3 185.7 208.8 237.0 256.8 241.8 255.6 246.2 231.9 208.3 178.4 145.1 103.9 70.2 45.8 33.8
B. Short-Term Debt 300.0 656.1 757.3 829.2 352.6 254.9 154.0 155.0 128.2 217.7 297.7 377.7 447.7 517.7 575.3 636.1 692.2 750.2
F. Total External Debt (C+D+E) 2699.9 4804.7 5574.8 5836.2 4901.2 4120.7 4269.2 4072.2 4188.7 4269.7 4511.1 4700.1 4938.9 5252.4 5573.6 5883.3 6173.9 6474.1

11 1980-1991, on cash basis.
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Table 12: External Debt - Net Disbursement & Percent Distribution of DOD

-------------------------- ( Actual )------------------------- -----------------------------------( Projected )------------------------------

1960 1965 1986 1967 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

NET DISBURSEMENTS ..1/

A. Public & Publicly Guar. LT 314.5 -11.6 224.6 169.6 174.9 243.1 131.3 175.3 144.5 211.3 175.7 132.6 198.7 276.8 304.8 282.6 279.9 254.8

1. Official Creditors 153.8 -1.1 229.3 151.4 206.1 244.8 126.0 166.2 155.4 215.9 180.2 138.0 201.9 279.1 306.8 284.5 281.2 256.1

a) Multilateral 100.5 0.7 171.9 93.8 186.2 166.9 87.4 115.8 164.1 269.9 222.6 203.1 212.5 230.2 244.7 213.2 194.2 157.9

IDA 1.5 0.7 3.0 40.3 110.4 77.4 47.1 46.2 58.1 71.8 84.4 91.0 95.8 80.8 74.4 55.5 54.5 11.4

IBRD 70.0 -1.2 -14.6 -16.6 -22.7 -18.7 -20.9 -25.3 -22.3 -22.8 -22.6 -22.4 -22.9 -19.8 -14.0 -13.3 -11.6 -0.3

b) Bilateral 53.2 -1.8 57.4 57.6 19.9 77.9 40.6 50.4 -8.7 -54.0 -42.4 -65.1 -10.6 48.9 62.1 71.3 86.9 98.2
2. Private Creditors 160.7 -10.4 -4.5 18.2 -31.2 -1.7 3.3 9.1 -10.9 -4.7 -4.4 -5.3 -3.3 -2.3 -2.0 -1.9 -1.3 -1.3

a) Suppliere -6.9 -4.2 1.9 -2.4 -3.0 -2.9 5.2 -2.3 -7.2 -4.5 -3.2 -3.2 -1.0 -0.3 0.0 0.0 0.0 0.0

b) Financial Markets 9.2 -3.9 -1.3 22.9 -25.9 0.0 0.0 6.6 0.3 1.0 0.0 -0.3 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6
olv Iinancisal Inst. 10.1 -3.0 -0.5 23.8 -25.0 0.0 0.0 6.6 0.9 1.6 0.6 0.3 0.0 0.0 0.0 0.0 0.0 -0.5

Bonds -0.9 -0.9 -0.9 -0.9 -0.9 0.0 0.0 0.0 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6 -0.6
a) Export Credit 158.4 -2.3 -5.0 -2.4 -2.2 1.2 -1.9 4.7 -4.0 -1.1 -1.3 -1.8 -1.7 -1.4 -1.4 -1.3 -0.7 -0.7

B. Private Non-Guaranteed LT -3.0 -25.8 0.0 0.0 0.0 0.0 -24.0 -25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
C. Total LT Diabursoments (A+B) 311.5 -37.4 224.8 169.6 174.9 243.1 107.3 150.3 144.5 211.3 175.7 132.6 198.7 276.8 304.8 282.6 279.9 254.8

D. IMf Purchases 96.4 -23.5 96.5 -34.5 42.4 50.6 -11.2 -15.0 13.8 -9.4 -14.3 -23.6 -29.9 -33.3 -41.2 -33.7 -24.4 -12.0

R. Net Short-Term Capital -228.0 '10.0 45.0 93.0 -171.0 -40.0 -57.0 -8.0 121.9 89.5 80.0 80.0 70.0 70.0 57.6 60.8 56.1 58.0
F. Total Disbursements (C+D+E) 179.9 -50.9 366.3 228.1 46.3 253.7 39.1 127.3 280.2 291.4 241.4 189.0 238.8 313.5 321.2 309.7 311.6 300.8

PERCENT DISTRIBUTION Of DOD

A. Public & Publicly Guar. LT 80.8 73.1 73.0 79.2 84.5 83.2 86.2 86.5 87.2 85.6 84.9 84.3 84.2 84.5 65.1 85.4 85.6 85.5
1. Official Creditors 40.6 43.5 49.3 60.0 73.7 74.7 78.6 79.0 80.3 83.9 83.4 82.9 83.0 83.4 84.1 84.5 84.7 84.8

a) Multilateral 16.6 15.1 16.9 18.9 26.3 34.9 37.3 42.2 44.9 50.4 52.6 54.8 56.5 57.5 58.6 59.1 59.1 58.8

o@1w IBRD 6.5 4.3 4.2 4.6 4.7 4.8 4.5 4.2 3.6 3.0 2.3 1.7 1.2 0.7 0.5 0.2 0.0 0.0
IDA 2.4 2.0 1.7 2.4 5.1 7.9 9.2 10.9 12.0 13.4 14.6 15.9 17.1 17.6 17.9 17.9 17.6 17.0

b) Bilateral 24.0 28.4 32.4 41.1 47.3 39.8 41.3 36.9 35.4 33.5 30.7 28.1 26.5 25.9 25.5 25.4 25.6 25.9
2. Private Creditors 40.2 29.6 23.7 19.1 10.8 8.5 7.6 7.5 6.9 1.7 1.5 1.4 1.2 1.1 1.0 0.9 0.9 0.8

a) Suppliers 5.7 2.3 1.5 1.5 1.1 1.0 1.0 0.6 0.4 0.3 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1
b) Financial Markets 25.2 19.5 16.7 16.4 8.7 6.5 5.8 6.0 5.8 0.8 0.7 0.7 0.6 0.6 0.6 0.5 0.5 0.4

olvi Financial Inst. 22.5 18.8 16.1 15.8 8.0 5.7 5.0 5.1 5.0 0.0 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0

Bonds 2.7 0.8 0.7 0.6 0.7 0.8 0.8 0.9 0.8 0.7 0.7 0.6 0.6 0.6 0.5 0.5 0.4 0.4

c) Export Credit 9.3 7.8 5.4 1.3 1.0 1.0 0.8 0.8 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.3 0.3 0.3
B. Private Non-Guaranteed LT 3.4 11.6 10.0 3.4 4.1 4.9 4.1 3.7 3.6 3.6 3.4 3.2 3.1 2.9 2.7 2.6 2.5 2.3

C. Total LT Debt (A+B) 84.2 84.6 83.0 82.6 88.5 88.1 90.4 90.3 90.8 89.1 88.3 87.5 87.3 87.4 87.8 88.0 88.0 87.9
D. Use of IMF Credit 4.7 1.7 3.4 3.2 4.3 5.8 6.0 5.9 6.1 5.8 5.1 4.4 3.6 2.8 1.9 1.2 0.7 0.5

E. Short-Tern Debt 11.1 13.7 13.6 14.2 7.2 6.2 3.6 3.8 3.1 5.1 6.6 8.0 9.1 9.9 10.3 10.8 11.2 11.6

F. Total External Debt (C+D+E) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

11 1980 - 1991, on cash basis.
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Table -i: IBRD and IDA Debt Indicators

--------------------------------( Actual )----------------------------- -------------------------------------- ( Projected ---------------------------.

1980 1983 1986 1987 1988 1969 1990 1991 1992 1993 1994 1995 1996 1997 1996 1999 2000 2001

IBID

Diebursemente 72.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0Repaymente 2.6 11.7 17.9 18.6 22.7 18.7 20.9 25.3 22.3 22.8 22.6 22.4 22.9 19.8 14.0 13.3 11.6 0.3Interest 10.5 15.6 19.6 20.2 19.8 17.9 15.3 16.3 13.6 11.8 9.9 6.1 6.2 4.4 2.9 1.8 0.7 0.0
Stock 175.3 207.0 234.7 270.1 227.9 199.2 193.7 171.9 149.6 126.6 104.2 81.6 58.9 39.1 25.1 11.9 0.3 0.0

IDA

Diebursemente 1.8 1.7 4.0 41.3 111.5 76.8 48.7 47.9 66.4 60.0 86.8 93.4 98.6 84.9 60.7 63.9 65.0 24.5Repaymente 0.3 1.0 1.0 1.1 1.2 1.4 1.6 1.7 6.2 6.2 2.4 2.4 3.0 4.1 6.3 8.4 10.5 13.0Interest 0.s 0.8 0.7 1.2 1.7 2.0 2.5 3.0 3.7 4.2 4.6 5.2 5.9 6.6 7.3 7.9 5.4 8.8
Stock 63.8 94.4 97.4 141.0 249.3 324.9 393.3 443.2 501.4 573.2 657.6 746.6 644.4 925.2 999.6 1055.1 108.6 1100.0IBID & IDA

Diebursemente 74.4 12.2 7.3 43.2 111.5 78.6 46.7 47.9 66.4 80.0 86.6 93.4 96.8 64.9 60.7 63.9 65.0 24.5Repaymente 2.9 12.7 18.9 19.6 23.8 20.1 22.5 27.0 30.5 31.0 25.0 24.6 25.9 23.9 20.3 21.7 22.0 13.3Net Disbursement 71.5 -0.5 -11.6 23.6 87.7 58.7 26.2 20.8 35.8 49.0 61.8 66.6 72.9 61.0 60.4 42.2 43.0 11.2Interest 10.9 16.4 20.4 21.3 21.5 19.9 17.8 19.2 17.3 15.9 14.5 13.3 12.1 11.0 10.2 9.7 6.1 6.8Net Flow 60.5 -16.8 -32.0 2.3 66.2 38.8 6.4 1.6 18.5 33.1 47.3 55.3 60.6 50.0 50.2 32.5 36.9 2.4
Stock 239.1 301.4 332.1 411.1 477.3 524.0 587.0 615.2 651.0 700.0 761.8 830.4 903.3 964.3 1024.7 1066.9 1066.8 1100.0

IBD & IDA Debt Service

Total in US$ 13.8 29.1 39.3 40.9 45.3 40.0 40.3 46.3 47.6 47.0 39.5 36.1 38.0 34.6 30.5 31.5 26.1 22.1As Percent of Export of 048 1.3 3.9 5.5 6.1 6.6 4.5 4.0 4.9 5.6 5.1 3.9 3.5 3.2 2.7 2.2 2.2 1.6 1.3As Share of GDP 0.3 0.6 1.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.7 0.6 0.6 0.5 0.4 0.4 0.3 0.2
As Share of Total Debt Service Il 3.8 6.6 12.3 7.5 9.4 9.6 7.0 9.1 8.0 6.2 7.9 6.8 6.6 6.5 5.5 5.6 5.1 4.5
As Share of PPG Debt Service I/ 4.8 9.4 17.5 6.4 11.1 10.7 8.7 11.4 9.6 9.7 9.4 6.2 8.4 8.2 7.1 7.1 6.4 5.1As Share of Multilateral Debt Service 48.8 26.8 34.3 36.5 34.2 22.5 21.7 29.7 26.9 23.1 17.5 15.0 13.9 12.3 10.6 10.6 9.0 7.1

Prefered Creditors' Debt Service

Prefered Debt Service in US$M 28.4 108.6 114.5 112.1 132.3 177.8 186.0 155.6 177.9 203.3 226.4 254.1 274.6 283.5 289.5 297.8 314.1 311.6
Prof. Debt Service/PPG Debt Service 1/ 9.8 35.0 51.0 23.0 32.5 47.4 40.2 3$.4 35.6 41.8 54.1 54.4 60.9 66.7 66.8 67.5 71.4 71.5

Total External Debt Indicators

Total DOD/GDP 53.8 93.9 143.6 135.4 110.8 91.4 94.9 81.1 79.3 78.1 77.5 76.1 74.8 74.0 73.1 71.8 70.1 68.3Total Debt Service/Exporte 11 34.9 58.0 44.4 61.9 69.9 46.7 57.5 54.3 70.9 62.6 50.0 51.8 47.2 42.1 40.8 38.5 35.4 29.9
Total Debt Service/GDP 1/ 7.3 8.4 6.2 12.7 10.9 9.2 12.7 10.2 11.4 10.5 8.6 9.1 6.4 7.6 7.3 6.9 6.3 5.2

IBRD & IDA Stock of Debt

As Share of Total External Debt 8.9 6.3 6.0 7.0 9.7 12.7 13.7 15.1 15.5 16.4 16.9 17.7 16.3 18.4 18.4 18.1 17.6 17.0As Share of Total Exports of GS 22.9 40.9 46.3 61.6 69.3 56.8 59.0 65.3 76.9 76.4 75.9 76.4 76.6 75.5 75.0 73.0 69.6 66.5

1/ Includes debt service due but rescheduled by bilateral creditors.
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Mr. Moeen A. Qureshi

Bolivia CSP

Moeen:

This CSP appropriately describes the significant stabilization
effort undertaken by the Bolivian Government since 1985. It also presents
a dim growth scenario over the period considered, with no increase in per
capita income. While the CSP is informative and well-written, it could be
enhanced by including the Bank response to each of the proposed scenarios.

In pursuing the suggested strategy, the following points should be
taken into consideration:

(a) The proposed increased IDA lending level is predicated upon
sustained strong policy performance. The CSP should be more
explicit on the lending levels associated with each of the
scenarios and their trigger points.

(b) The decline of the agricultural sector must be reversed. The
lending program should ensure that sufficient support is
provided for the development of the agricultural sector, as a
means to diversify long-term growth prospects and contribute
to poverty alleviation.

(c) Institutional strengthening efforts should be vigorously
pursued in order to improve the Country's public investment
and implementation capacity.

(d) The Bank poverty alleviation program should strive to reach
the poorest segments of the population and to reduce
significant existing social inequalities.

(e) A specific environmental action program should be developed
and integrated in the Country Strategy based on the ongoing
Environmental Issues Paper.

cc: Members, President's Council
Messrs. Dub p_ , Husain, Fischer, Loh, Shakow, Vergin
Mme. Marshall
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106. The Operations Committee met on July 17, 1989 to discuss the CSPfor Bolivia which proposed a lending program of $410 million over the1990-94 period. The discussion broadly followed the agenda prepared by theEconomic Advisory Staff.

107. The discussion focussed on the uncertainties affecting adjustmentprogram. These include the forthcoming political change, the volatility oftin and gas prices, and the difficulties of receiving payment from gassales to Argentina. The success of the recent stabilization effort wasnoted as well as the fact that supply responses have yet to occur on asignificant scale. The Chairman suggested that the priorities of theBank's program should be presented on a more selective basis, and that thetrigger points for revising the lending program should be indicated in more
specific terms. He also stated that if the availability of IDA funds atthe level indicated in the CSP cannot be assured, the overall lending
strategy would need to be reviewed.

108. The issue of growth versus poverty while generating a reasonablegrowth scenario was addressed. For this the policy reform process needs tobe deepened with a switch to the productive sectors to help remove supplyside constraints. The poverty impact was being strengthened not byproposing increases in expenditure on the social sectors but rather byreallocations of current levels of expenditure towards the poor. It wasnoted that there are major environmental as well as financial costs toestablishing a new growth pole through agricultural development in thelowlands. The Chairman agreed that environmental concerns should beemphasized in the program for bringing new lowland areas into cultivation.
109. The interaction between the coca cultivation, the drug economy andthe economic prospects were discussed. It was noted that increased cocaleaf production in neighboring countries coupled with reduced demand islikely to lead to a significant decline in Bolivia's foreign exchangeearnings from coca now estimated at US$500-600 million per year.
Alternative sources of growth are essential. The need for looking into thecosts and benefits of moving away from coca, not just in Bolivia but in theLAC region more generally, was discussed. However, the magnitude of theproblem and the Bank's ability to carry out such a study was questioned.
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110. With respect to debt and finance, the advantages of debt buy-backs
were noted, and questions were raised about what would happen if the
assumed IDA allocations were not forthcoming. It was noted that IDB funds
cannot substitute easily because soft terms are currently only available
for social projects. It was suggested that any proposal for debt reduction
should look not just at commercial debt but at the overall debt structure
and debt management strategy, including the possibilities of obtaining
Toronto terms for Bolivia.

111. As regards the proposal to raise the current ceiling on project
cost-sharing, the Chairman stated that the present ceiling should be
maintained. The subject, he felt, needs to be reviewed by the Central
Operations Department on a cross-country basis.

ARay:vlw
July 17, 1989
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SUBJECT: BOLIVIA - Country Strategy Paper - Agenda

1. The Operations Committee will meet on Monday, July 17, 1989, at
10:30 a.m., in Room E-1243, to discuss the Country Strategy Paper for
Bolivia.

2. At the time the administration of President Paz Estenssoro came to
power in 1985, Bolivia was in a deep crisis. GDP had dropped by about 25Z
since 1980 and the inflation rate exceeded 20,000 percent per year. The
economy was highly controlled, there were severe trade and payments
restrictions, and large external arrears. The economic recovery program
that Estenssoro initiated in late 1985 succeeded in stabilizing the
economy, and there was some GDP growth in 1987 and 1988 after many years of
decline. However, the decline in per capita consumption levels has not yet
been arrested.

3. There has been some policy slippage during the last year.
Inflation was 21.5Z in 1988 rather than the programmed 12.5Z, and the real
exchange rate appreciated, albeit by a small amount. There were large net

capital outflows in 1988. The fiscal deficit widened during the first
quarter of this year. Planned reductions in average tariff levels have
been postponed, there have been delays in adjusting public sector prices,
the program to privatize some of the public enterprises has made little
progress, and the planned improvements in incentives for private sector
investments have not been completed. With the new administration scheduled
to take office in August, the CSP correctly identifies the *viability and
durability of the present Government's achievements' as the major concern
at this point.

Issues

4. This CSP presents four 'scenarios' to illustrate the possible
effects of different degrees of policy effort (Table 1). In addition to
the conventional 'base' and "low' cases, two upside and downside extremes
have been added. These do not indicate Bolivia's vulnerability to external
shocks, however. There is another scenario in Table 6, which reflects the
possible effects of a 251 drop in the prices of tin and natural gas. This

is the only external contingency considered. There are several sets of

issues that the Committee might consider with reference to these
quantitative illustrations:

the realism of the base case. The Region's base case is more
conservative than the one adopted by the IMF due to more
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conservative assumptions on Argentina's willingness to pay for
natural gas and on capital inflows. Nonetheless the Region might
comment on how confident we can be regarding the acceleration of

the growth rate in the near term. In particular, the Region might
commuent on (a) the prospects for 3.5Z growth in 1989 and 4Z growth
in 1990, given the emerging needs for controlling aggregate
-demand; (b) the realism of a 10? growth rate in non-traditional
exports during 1989-97 (past data are not provided for that
group); and (c) the jumps in domestic savings and investments
(over 40Z) assumed in the base case during 1988-90. One notes
that the declining trend in private investments during the 1980s
has barely been reversed. Annex 4 indicates high optimism
regarding marginal savings rates; it also suggests possible
optimism regarding the ICOR;

"acceptability" of the base case and policy leverage. While the
Region characterizes the base case as "acceptable", one must note
that it implies continuously declining per capita consumption
levels until 1997. This implication of the base case also raises
questions regarding its viability. However, the Region also
believes in the high potency of better policies, as a comparison
of the base case with the "high" case shows. The Region has
identified two crucial policy variables in this context: better
incentives for private sector investments and rapid improvements
in public sector administration. Can the Region specify concrete
measures that the new administration should take to move towards
the "high" case, in contrast to the base-case measures we have
included in the draft PFP? What can be done, for example, to
rapidly improve Bolivia's ability to use external resources
(undisbursed commitments of foreign aid totals $1 billion at this
time)? What can the Bank and the other donors do by way of
technical assistance? Do the Bank and the IMF agree on the
additional policy measures required in the "high" case, and are
they to be discussed with the Government in the PFP context?

downside scenarios. The two downside scenarios reflect policy
slippages. In the "low" case, IDA will respond to policy
slippages by adopting the "core" program shown in Annex 1B, and in
the very low "disaster" case lending will cease. But these two
cases do not fully reflect risks because Bolivia is also extremely
vulnerable to adverse external shocks: a combination of a 25?

price drop with only moderate policy slippages can, for example,
lead to very adverse results. Another important source of risk is

Argentina's ability or willingness to make timely payments on

natural gas and to renew the contract at favorable terms. The

Region might elaborate upon (a) the overall risk of Bolivia
getting into non-accrual status with IDA; (b) anything the Bank

and the Fund can do to moderate the impact of adverse external

shocks, such as helping to create a fund for stabilizing export
earnings; and (c) the appropriateness of the planned "core"

program. While the importance of fighting poverty can hardly be
exaggerated, it may be more appropriate to design a highly-
productive, foreign- exchange earning core program instead. This
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is because per capita incomes would be declining rapidly in the

core-program scenario, and specializing on social projects would
be like running up a down escalator; there would also be a serious
default risk in that scenario;

level of concessional assistance. Bolivia's performance during
the last four years has generally been highly rated, but access to
concessional finance may not have been fully commensurate; it has

not, for example, received Toronto terms or debt cancellations.
Even within IDA its "norm' share is less than it would be without
the Africa pre-allocation. The Region might explain what the
financing gap is and what our assumptions are regarding sources of
finance and burden-sharing, especially if adverse contingencies
occur. With respect to IDA, the Region's proposal for an annual
average of US$82 million beginning in 1990 is considerably higher
than the annual average recommended by SPR/OPS. One issue is
whether the higher size would be justified; another is whether we
should plan for a graduated response. If Bolivia's performance
improves, we might want to be able to respond with higher levels
of IDA. We might therefore plan on a smaller level in the base
case;

debt strategy and debt buy-back. The CSP mentions "distinct
advantages* to extinguishing the remaining commercial bank debt
through new buy-back operations (page ii), but the advantages are

not spelled out. Since Bolivia has not serviced commercial bank
debt since 1984, and, according to the CSP, will not be able to

afford new commercial borrowings for a long time, the Region might

explain the benefits of another buy-back at this time. This is

important because Boliiia would be a candidate for additional IDA
resources from the proposed debt-reduction fund;

5. In addition to these issues, the Committee might also wish to

focus on the following:

the CSP puts great emphasis on income-redistribution and poverty-
redressal obiectives. The sharp disparities in income and social

development between the elite and the poor Indian populations, as
well as absolute poverty, have become accentuated due to the

overall decline of the economy. How are poverty-alleviation and

equity objectives specifically pursued within the operations

proposed in the lending program? How are these objectives

reflected in Bolivia's current and capital expenditure programs?

In view of the great need to raise savings, investments and

growth, what is the scope for social programs that are

complementary to growth?

the CSP proposes financing of up to 85Z of project costs, with a

maximum of 901 taking cofinancing into account. This is only a

modest increase from the current ceiling of 80 without

cofinancing, but the proposal is not explained at all in the

paper. There are many countries with similar or lower per capita
incomes with lower ceilings on project cost-sharing. For example,
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the Philippines, Sri Lanka, Ghana and Nigeria have ceilings on
cost-sharing of 75?;

the importance of the drug traffic for the Bolivian economy. It
is noted that total recorded receipts from cocaine exports is
probably as large as all other exports. It is not clear, however,
how the cocaine issue has been reflected in the projections.
Furthermore, the Committee might consider whether our posture on
the cocaine trade has been appropriate;

to what extent environmental concerns feature or should feature in
our policy dialogue and lending operations?

6. The Committee might recommend a CSP update early next year after
we ascertain the plans and capabilities of the new administration.

OC Members

Messrs. Qureshi, Husain, Jaycox, Karaosmanoglu, Thalwitz, Rajagopalan,
Fischer, Shihata, Wood, Vergin.

cc: Messrs. Lee, COD; Shakow, Liebenthal, SPR; Holsen, CEC; Rao, Steer,
FRS; Burmester/Thahane, SEC; Baudon, OPNSV; Hopper, PPR; Bock,
DFS; Goldberg, LEGOP; Kavalsky, FRM; Parmar, CIO; Pfeffermann,
CEI; Baneth, IEC; Robless, OPNSV; (Ms.) Haug, Tanaka, EXC;
Aguirre-Sacasa, EXT; Selowsky, Loh, (Ms.) Marshall, Miovic,
Potashnik, LAC.

ARay:vlw
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SUMMARY AND CONCLUSIONS

(i) Bolivia faces formidable challenges in the decade ahead. Long-

standing poverty problems, accentuated by sharp gaps between the elite

(generally white/mestizo) and the poor Indian populations, have worsened in

recent years with overall economic decline and crises, followed by rigorous

stabilization and adjustment measures. Bolivia's traditional exports face

uncertain future prospects, necessitating a fundamental realignment of the

economy towards a new sectoral balance and different development strategies.

The problems of Latin America, particularly those of Bolivia's neighbors,

limit trade possibilities or lend uncertainty to them. Even optimistic

scenarios assume tight economic management and show slow resumption of

growth in this century. Paradoxically, the country's political situation,

once turbulent and unpredictable, now gives some grounds for optimism.

Despite a history marked by frequent changes of government and swings in

economic policy, Bolivia has completed nearly four years with strong

economic management under a democratic regime. It has followed consistently

bold, coherent economic stabilization programs premised on the vision of a

fundamental change in economic strategy: reliance on private sector growth.

Bolivia's presidential election on May 7 appears to have affirmed the

nation's commitment to the basic objectives of recent economic management

and thus provides a foundation for continuation and deepening of those

policies when a new Government takes office in August, 1989.

(ii) The past four years have been dominated by contending with the

acute economic crisis which the Government inherited in 1985. The policies

of the 1970s, a period of apparent prosperity which saw heavy external

borrowing and misinvestment, set the stage for crisis. They were succeeded

by incoherent and misguided efforts in the early 1980s that exacerbated the

problems: mismanagement of exchange rate and financial sector policies,

failure to arrest the erosion of the tax base (collections were 0.9% of GDP

in 1984), and still further increases in the already complex web of price

controls, subsidies, and direct state production activities. The emergence

of the cocaine economy as a major force during this period complicated the

picture from both domestic and international perspectives. By 1985, the

situation was untenable: inflation was running at over 24,000%, and the

public sector deficit exceeded 23% of GDP. GDP fell in real terms by 1OZ

from 1980 to 1985, and per capita income dropped by as much as a third.

Bolivia faced a breakdown in its formal economy and in its public service;

capital fled.and investment halted. Bolivia's economic decline in the mid-

80s can be seen as one of the world's greatest economic disasters.

(iii) Since August 1985, President Paz Estenssoro has charted the course

for Bolivia's recovery from crisis. His Government immediately introduced a

stabilization program which abruptly halted hyperinflation and set the stage

for far reaching economic ceforms under a New Economic Policy. This policy

entailed measures to liberalize trade and financial markets and provided an

incentive structure conducive to private sector development. The Government

also overhauled the tax system to mobilize revenue (reducing some 400 taxes

to nine) and set about to reduce the state's role in the economy by elimina-

ting some state enterprises and scaling down others. Stabilization and

adjustment measures, however, raised unemployment and accentuated already

acute social problems. It became increasingly apparent that long-standing

poverty problems must be addressed as the centerpiece of the economic



- 1i. -

strategy, both-to guarantee short term social and political viability and
because Bolivia's long term future cannot be assured without developing its

human resources through better education and health systems. Thus, the

central challenge for the next Government is to shift the sights from crisis

management and stabilization to address Bolivia's underlying development

problems and-to implement the long term strategy which has been so well

defined in the past four years.

(iv) Bolivia's future development strategy, which has been an intensive

and explicit preoccupation of the present Government, involves first, a new

concept of the respective roles of the state and the private sector, with

the stress on the dominant role of the private sector and the development of

a market economy; second, changes in the sectoral focus of production and

exports, away from the heavy preponderance of tin and natural gas; and

third, recognition that the reduced public sector apparatus must be

revitalized. Poverty alleviation, employment generation, and better social

services have taken on increasing importance in the strategy over the past

two years. The viability and durability of the present Government's

achievements are now the central issues. Whether the economic program is

sustained will depend on many factors, domestic and foreign: these include

future action to address Bolivia's external debt problems, external support

for Bolivia in this critical transitional period, Argentina's ability and

willingness to pay for Bolivian natural gas shipments, future mineral.

prices, progress in negotiating trade agreements with Brazil, Bolivia's

political stability, and progress in developing Bolivia's human resources.

Bolivia's dilemma is that, over the next decade, it can achieve a minimally-

acceptable rate of growth only with excellent economic management, strong

external support on highly concessional terms, and a good measure of luck.

The only avenue to success lies with strict adherence to policies assuring

macroeconomic stability and the liberal incentives structure introduced

since 1985. Even with good policy performance, the high debt burden, low

savings, heavy dependence on a few primary product exports, and deep-seated

inefficiencies mean reasonable growth rates are barely assured.

(v) Bolivia's long term public and publicly guaranteed external debt

(US$3.9 billion as of end 1988) is a central problem and further steps to

reduce the debt burden are essential to the success of the development

strategy. To give one key indicator, in 1988 debt service owed was 57.7% of

Treasury revenues. Bolivia's debt strategy entails distinct approaches for

the three major segments of the debt: commercial bank, bilateral, and-multi-

lateral. The approach on commercial Bank debt is to retire it all. Commer-

cial bank debt (originally about US$650 million face value) was reduced by

about 50% in 1988 through a buyback operation; the process is continuing,

with a further US$100 million offered (all buyback operations have been at

11 cents on the dollar). There would be distinct long term advantages for

Bolivia in clearing the slate entirely. by retiring the roughly US$220

million (face value) remaining; while in practice Bolivia has paid no debt

service on commercial bank debt since 1984, retiring the debt opens the door

for an eventual return to the market and would remove a source of tension

and dispute. Official bilateral debt represents 60% of Bolivia's total

debt, with Argentina and Brazil the largest creditors; multilateral debt is

30% of the total, mainly IDB and World Bank. Bolivia aims to reschedule its

bilateral debt on highly concessional terms and has also successfully nego-

tiated debt forgiveness or reinvestment of interest payments in Bolivia with

some Governments. Recent efforts have focused on Paris Club terms. While
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the terms of the November 1988 Paris Club rescheduling were relatively

favorable, Bolivia's plea for rescheduling on Toronto (i.e., sub-Saharan

African) terms was not acceded to; this issue remains on the agenda as more

concessional terms are warranted, and we propose to assist the Government in

its efforts to obtain better terms under future Paris Club agreements.

Bolivia continues, albeit with difficulty and delays, to service its multi-

lateral debt. Overall, the need to restrict borrowing to loans on highly

concessional terms is underscored.

(vi) Several macroeconomic scenarios illustrate the implications of

different policy and other assumptions for the Bolivian economy. These

range from a high growth scenario of 4.2Z a year to a "disaster" scenar*io of

0.7Z; a third scenario, which projects growth of 3.1% a year, offers at

least some real per capita income growth, and is our base case. It could ber

achieved if the next Government can maintain low inflation, enhance incen-

tives for private investment, and improve public sector administration. The

engines of growth will continue to be mining, hydrocarbons and agriculture,

with manufacturing playing an increasingly important role. Only if this

scenario is maintained or bettered can the Bank play a meaningful role in

Bolivia; if there is serious policy slippage or a reversion to the economic

chaos of the early 1980s, external agencies can play little constructive

role and high levels of IDA support are not warranted. The most troublesome

implication of all scenarios is their limited impact on overall poverty

levels and the quality of life of the poor. Under the base case projec-

tions, by 1997 Bolivia's GDP per capita would remain 24% below the level

reached in 1980. This underscores the need to ensure a clear focus on

income and employment policies in macroeconomic management, and to design

effective, targeted programs to address the needs of the poorest groups.

The uncertainties involved bear emphasis, given Bolivia's historical

political instability and the absence of a strong tradition of civilian,

democratic government.

(vii) External assistance plays a vital role in Bolivia's case, contribu-

ting US$202 million to total investment (60%) in 1988. The net resource

transfer from official sources (net disbursements on long-term loans plus

grants minus interest payments) equalled US$226 million in 1988, or about"5Z

of GDP. The international community has steadily increased its support to

Bolivia in the last four years, recognizing the Government's responsible

economic management. The UNDP, IDB, and the World Bank, and several

bilateral agencies led by USAID, Germany, and Japan are most active. Most

assistance to Bolivia has been on concessional terms because of its lack of

creditworthiness but some agencies, notably the IDB and CAF, still lend to

Bolivia on conventional terms. Bolivia has markedly improved its use of

external assistance (a serious problem in the past): for example, it

contracted international procurement agents to cut corruption and speed

procedures. However, bottlenecks remain and the public investment program

continues to move fairly slowly: it must be further reoriented to fit the

new strategy and pruned of ineffectual operations.

(viii) The Bank's present role reflects major staff efforts to rebuild the

Bolivia program since late 1985. By 1985, the Bank's program in Bolivia was

essentially defunct, because, due to poor economic management and lack of

creditworthiness, the Bank had made no new loans after 1980. We resumed a

full lending program in FY86, with approval of a Reconstruction Import

Credit and a Gas Recycling Project. Total lending in FY86-89 totals
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US$350.4 million, including three policy-based operations and two irlstitu-

tional development operations to strengthen economic and financial manage-
ment. Major efforts on economic and sector work, to support Government

efforts to elaborate its development strategy and programs, have also been

undertaken. The last formal CPP was reviewed in December 1976, but a review

of the Division Country Brief in November 1986 has guided the Bank's

strategy over the past two and a half years. Bank management has discussed

the Bolivia program several times, notably the OPSC review in August 1983

and OPC review in October 198.6 of Policy Framework Papers and reviews of

adjustment operation initiating memoranda.

(ix) The policy agenda for the next government is above all to maintain

macro-economic stability. Major new departures are not recommended but in

many areas policy initiatives need to be sustained and deepened, and some

measures remain to be implemented and worked out in specific detail.

Priority areas for action are ongoing reforms in public enterprise
management, the tax reform, and customs administration, elaboration of an

environmental strategy, and government financial management (specifically
reforms in budgeting, public investment programs, and auditing). Special

efforts must be devoted to improve the incentive structure for private

investment, including further financial sector reforms and encouragement of

joint ventures, new tax measures, simplification of the regulatory framework

in the mining, hydrocarbon, and investment codes to encourage private

investment, and privatization of remaining production-oriented public enter-

prises. Major efforts are still needed to strengthen public sector manage-
ment, with a high priority to the proposed scheme to establish a cadre of

managers of economic development. Finally, high priority should go to

elaborate and implement a coherent poverty program, needed to bridge the gap

between the successful but temporary Emergency Social Fund and future

poverty oriented social programs.

(x) The Bank's strategy in Bolivia has three main thrusts. The first

is to consolidate the macroeconomic stability achieved over the past four

years, while supporting the Government's medium-term adjustment and develop-
ment programs. The second is to increase the level and efficiency of

investment, both domestic and foreign, through continuing policy reforms,

investment operations, and technical assistance to enhance the effectiveness

of public sector institutions. While the Bank will be involved in all of

the productive sectors in Bolivia, in the short-term we expect the largest

contribution to growth from operations in transport infrastructure, mining

and commercial agriculture. Third, we will support measures to generate

employment and income for the poor (with particular attention to women) and

to improve the delivery of social services by better targetting, increased

efficiency, and extending basic services to underserved populations. We

will continue our close links with the IMF; the Policy Framework Paper

process will serve as a vehicle for articulating and agreeing on the medium

term framework. The IFC is expected to play an expanded role in Bolivia

over the next three years in mining, energy and agro-industries. The

potential for MIGA support should be significant but no specific proposals

have yet been worked out.

(xi) We recommend, subject to IDA availability, a lending program of

US$82 million a year, all on IDA terms and primarily for investment lending

and institutional development support, but with further quick-disbursing
assistance to support the policy reforms already launched. The new Bolivian



Government will need to introduce substantial new measures, in large part to

cope with the delayed payments from Argentina. If these problems persist,

as they may well do, given Argentina's uncertain prognosis, the scope of

policy adjustments Bolivia will need to introduce will be far-ranging,
involving in effect a new adjustment to a permanent reduction in export

earning capacity. In this event, an IDA-supported adjustment operation

could be vital to the success of the program and would have high priority.

Enclave IBRD operations for development of the petroleum and mining sectors

should also be considered, subject to adequate security arrangements;

Bolivia is not creditworthy for IBRD lending, and unlikely to be so in the

foreseeable future. With past IBRD loans of US$163 million outstanding (as

of March 31, 1989), Bolivia received a US$11.8 million supplemental credit

in FY89 under the IDA reflows program, and should be eligible for future

assistance (a similar operation for FY90 is under review). We recommend

that IDA finance up to 80Z of project costs, with a maximum of 85Z of

external financing taking cofinancing into account. Mobilizing cofinancing

for all operations remains a high priority.

(xii) The Consultative Group for Bolivia was revived in December 1986 (it

was dormant from 1977), and has been an important focus of the Bank's

program since then. It has contributed significantly to the increase in

external aid for Bolivia's development and improvements in its use. We plan

to organize full CG meetings annually, with the next meeting in October

1989. In addition, sub-group meetings on topics of particular interest,

such as poverty and social sector programs, are planned.

(xiii) The Bank's Resident Mission in Bolivia was reactivated in October

1986; from November 1983 no Resident Representative was assigned to La Paz

because of the deteriorating economic situation. The Mission has played a

key role in country dialogue, lending program development, implementation

support, and aid coordination. This role will continue in the future, with

increasing assistance from local staff and consultants, especially to

facilitate implementation. Two positions under the Technical Assistance

Program to IDA Countries, approved in FY87, have provided valuable advisory

support to the Planning Ministry in management of the public investment

program and economic programming. We would like to see this valuable

support continue.

(xiv) We propose to prepare a brief updating strategy note after the

August change of Government and the Consultative Group meeting, in October

1989. The next CSP should be prepared in two years, about mid-way through

the next Government.



. A. INTRODUCTION AND STRATEGIC FRAMEWORK

1. Bolivia is emerging from nearly four years of economic reform under

a remarkable statesman, Victor Paz Estenssoro, an octogenarian currently
serving his third term as president. When he first came to power in 1952,
he led Bolivia through a revolution that ushered in fundamental changes in

economic and political life. These entailed, above all, a massive increase

in the state's role in the economy and an agrarian reform that brought an

essentially feudal structure of rural life virtually to an end. Elected

President in August 1985, Paz Estenssoro faced very different circumstances.

Bolivia was in an acute economic crisis which plainly reflected profound

economic and social problems. Defying the critics and the odds, the Govern-

ment introduced and sustained a rigorous, orthodox stabilization program and

launched basic economic and social reforms whose explicit aim was to
transform the economy and society. This was accomplished in a democratic

context, with active, open, and peaceful political debate. Under Paz

Estenssoro's leadership, Bolivia has recovered from crisis and started to

build a future based on responsible economic management and willingness to

face age-old social problems.

2. The role of the state is a central issue facing Bolivia. Policies

stemming from the 1952 Revolution entailed a large, virtually all-

encompassing state role. In the mid-1980s, the public sector accounted for

65% of mineral production, 80% of hydrocarbons, 70% of energy production,

and most manufacturing. The state mining company (COMIBOL) was the quintes-

senal inefficient public enterprise; in 1985 it had a workforce of close to

30,000, operating losses of US$248 million, and virtually no productive

investment. More symbolically, COMIBOL's was a vast paternalistic role,
seeing to all its workers' needs down to food stores.- The exorbitant costs

of this system plus the constant labor conflicts that, ironically, it

engendered made COMIBOL probably the highest cost tin producer in the world.

The State Petroleum Company (YPFB) was managed in much the same way. Worse,

policies favoring public sector involvement in the economy actively

discouraged the private sector. The private sector's pattern of development

and operation, heavily dependant on unclear yet intrusive government

policies, was geared towards high profit, quick-return ventures and capital

investment abroad, not at home. Private entrepreneurs and state enterprises

alike were ensnarled in a web of state regulations which constrained rather

than facilitated economic activity. The large state role in turn gave rise

to an overextended bureaucracy whose efficiency, never high, deteriorated

rapidly during the economic crisis of the 1980s.

3. The central premise of economic reforms pursued since 1985 has been

to reduce and change this state role. First, the private sector is to be

the major force in economic development: second, the elaborate system of.

controls and regulations are to be dismantled; third, the state apparatus is

to be sharply reduced and streamlined. removing it from direct production:

and fourth, an efficient public service in keeping with the new public

sector role is being built. Much progress has been made towards these

objectives, but the process plainly has far to go. Milestones include sharp
reductions in the size of key state enterprises (notably COMIBOL--from
30,000 to. 7,000 employees--and the Central Bank), introduction of new fiscal

and monetary management systems, and overhaul of the tax system. Management

of the public investment program is stronger; steps include contracting of
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external procurement agents and better project screening and monitoring,

leading to higher disbursements and commitments for a sounder public invest-

ment program. An innovative program to establish a core development civil

service, paid at levels above the patently inadequate current civil service

salary scales, is being prepared. Privatization of some state enterprises

remains a goal; a commission was set up to begin the process, but progress

has been slow. Another key area for continuing reform is decentralization,

especially in health, education, and other services which must respond to

local needs and initiatives. More active and systematic collaboration with

NGOs is needed given the weakness of public institutions and the complex

nature of poverty problems. The task of restructuring the role of the state

and improving its efficiency thus remains a central priority.

4. The parallel challenge is to encourage development of the private

sector. Bolivia's private sector remains small, with most private invest-

ment concentrated in mining, commerce, and small manufacturing. From the

1950s, although the state protected some large private sector mining and

commercial interests, Government policy generally discouraged private entre-

preneurial activity. Deliberate policies and the preponderent state role in

industry, energy, and mining deterred investment, domestic and foreign

alike. Poor economic management and political instability also played their

part. The current Government's efforts to reverse the steady decline in

private investment have achieved modest success. Mining and manufacturing

GDP growth in 1988 are attributable to higher private sector output. How-

ever, private sector confidence in Bolivia's long term development prospects

and political stability remains fragile, and market mechanisms remain weak.

Greater clarity in the rules of the game, for example on joint ventures, is

still needed, and despite abolition of most regulations and price controls,

excessive bureaucratic red tape persists. An encouraging sign of a better

investment climate is emerging foreign private investor interest in Bolivia,

although they plainly seek special guarantees and security. IFC is playing

a constructive role in reestablishing private sector confidence. The next

Government will need to ensure speedy adoption by Congress of the set of

incentives for private sector investment in mining, hydrocarbons and

industry, which are held over from this year's legislative session. It will

also need to continue efforts to lower interest rates, instill confidence in

the financial system, and enhance private support services for private

sector investors.

5. Bolivia's economy is undergoing fundamental changes which call for

new strategic approaches. First, the relative importance of the key export

sectors is shifting, away from the historical dominance of hydrocarbons and

tin mining. Within mining, the role of tin dropped sharply after the 1985

tin price collapse, while gold, silver, and other minerals have increased in

importance. These shifts are the first steps in a necessary diversification

of exports. Bolivia suffered (and continues to suffer) from overdependence

on a few commodities, witness the effects of the tin crash in 1985-36 and

the devastating impact of Argentina's delinquent payments for natural gas.

The future of the hydrocarbon sector is most uncertain (natural gas contri-

buted over 40% of export earnings in 1988). The 20-year Government to

Government contract with Argentina for natural gas sales ends in 1992.

Whether and to what extent either Argentina or Brazil will import natural

gas remains an important open question with large implications for Bolivia's

future growth prospects. The mining sector, whose share of GDP declined

from 11.7% in 1978 to 6.3% in 1988, needs fundamental restructuring to make
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up for decades of neglect of exploratio*n and investment. Agriculture offers

substantial potential but has yet to fulfill its promise; its share of GDP

increased (from 17.8% in 1978 to 22.9Z in 1988%) and the focus of production

has shifted, for example, away from cotton and sugar, towards soya, but

output has fallen in the last two years, performance is erratic, and the key

issue of how -to develop the large subsistence sector has yet to be tackled.

The industrial sector remains small, with manufacturing representing 11% of

GDP in 1988, but again with good long range growth potential. Another major

change has been the rise of the cocaine industry as a major force in

Bolivia's economic and social life since the 1970s; coca exports are now

estimated to equal the value of all other exports in the formal economy.

This development has economic, political, and social repercussions. A third

shift, occurring slowly but inexorably, is in geographic focus, from the

highlands towards the cefitral valleys and the Eastern Lowlands which, with

its vast land resources, is plainly emerging as a key development pole.

6. Bolivia's severe economic problems are compounded by deep seated

poverty and social problems. Although the 1952 Revolution brought social

changes to Bolivia's almost feudal system, Bolivia remains a largely rural

and highly paternalistic society in which the Indian population lives under

the economic and political domination of the wealthy and urban-based elite.

A high proportion of Bolivia's 7 million people live at subsistence levels

or in abject poverty. Social indicators are among the lowest in Latin

America. Contributing factors include poor health status of the population

and low access to education, concentration on capital intensive, enclave

type operations in mining and hydrocarbons, the failure to modernize

agriculture in a sustainable pattern, poor transport infrastructure in rural

areas, and exceptionally weak and deteriorating social services. Stabiliza-

tion programs from 1985 on have in some respects aggravated unemployment and

poverty, although the Government's Emergency Social Fund helped mute their

adverse impact. What is needed now is a concerted effort to address the

worst poverty problems, the more so because prospects for overall income

increases are so limited. Health and education services deserve particular

attention both to alleviate poverty and as part of a long-run strategy to

develop human resources.

7. The Bank is positioned to play a central role in Bolivia's develop-

ment programs during the next Government. The current lending program

directly supports the Government's strategy for Bolivia and all projects

under implementation were designed in the light of the new economic

policies. We have built up an extensive understanding of economic and

social issues. The Bank's role in the external resource mobilization effort

is central (notably through the Consultative Group). Major issues for

Bolivia, including debt strategy, the role of the private sector, the social

impact of adjustment, and approaches to poverty alleviation, are squarely

addressed in the development strategy. Due attention is paid to institu-

tional development, aiming both to support a reduced economic role of the

state and to strengthen economic management. The continuous policy dialogue

on which the Bank's role is grounded was exemplified at the April 1988 joint

Government/Bank strategy retreat at Chulumani, which reviewed in depth the

10-year development program, sector by sector. With somewhat lower inten-

sity, we plan to sustain this broad country dialogue and operating program,

with more explicit choices on areas of involvement and support.
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B. BACKGROUND AND HISTORICAL PERSPECTIVE

(i) Recent Economic Development-Highlights

8. Bolivia's economic problems are deeply rooted in the dual economy
which has shaped its history. Until the mid-20th century, Bolivia was domi-

nated by mining interests and large landowners who ruled the country and
accumulated wealth, but had little interest in its development. The vast

majority of the peasant population lived in poverty, working small

subsistence farms or as wage laborers on large latifundia or estates. In

1952, a revolution led by Bolivia's current President, Victor Paz

Estenssoro, shook the old order and transformed economic, social, and

political life. An agrarian reform dismantled much of the old latifundia

system and all forms.of work obligations and distributed land to the

peasants. Further, the Government nationalized the large privately owned

tin mining companies, thus opening the way for a massive expansion of the

state's role in the economy. The state became over the years a large,

inefficient producer of goods and services which deterred private sector

development and failed to address the needs of the poor.

9. The 1970s were years of prosperity for Bolivia, although prosperity

proved illusory and in fact Bolivia's base of productive activity and public

services was seriously eroded during this period. In the 1970s, the economy

grew at close to 6% annually. Growth was supported by a high rate of

investment financed by foreign sources, especially direct investment in the

petroleum sector; the discovery of sizeable petroleum and gas deposits made

Bolivia an attractive client for foreign lenders. Unfortunately, many

investments were poorly conceived and resulted in low capacity utilization

and huge cost overruns; some investments were abandoned after large expendi-

tures. The large Potosi-based lead and silver smelter, Karachipampa,

costing US$160 million, which has never operated, is typical of the white

elephants of the period. Large-scale lending to commercial agriculture.

much on subsidized terms, yielded poor results and left large unpaid debts.

The state's involvement in production of private goods led to a neglect of

public goods. Agricultural research and extension were neglected. Road

maintenance also was negligible, and health and education services were

poorly managed and inefficiently allocated.

10. In the early 1980s, Bolivia's prosperity collapsed and the country

fell into an economic depression which lasted until mid-1985. The immediate

cause of the crisis was a sharp reduction in Bolivia's access to foreign

savings, but its severity and length were the result of disastrous economic

management, particularly a huge public sector deficit financed by money

creation and an overvalued exchange rate. As the economy lost access to

foreign financing, expenditures were financed through increases in the money

supply coupled with a build-up of arrears to domestic and foreign creditors.

Rapidly rising inflation eroded the real value of Government tax receipts.

tax collection efforts diminished. and overall government revenue declined

sharply. This, combined with the failure to reduce public expenditures,

resulted in the public sector deficit widening from 7Z of GDP in 1980 to 23%

in 1984. This deficit, financed entirely by domestic credit expansion, led

to hyperinflation which reached the rate of almost 24,000% by August 1985.

The hyperinflation took its toll particularly on the poor, whose nominal

incomes could not keep pace with price increases. The rich, in contrast,

could more easily protect their incomes and assets from the impact of infla-
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tion. For rich and poor, there were countless distortions and skewed incen-

tives; for example, bonds of COBEE, a privately owned power company, with a

face value of about US$700,000, were unilaterally prepaid for US$72. When

the new Government took office in August 1985, the Bolivian economy was
incontestably in shambles.

11. The Paz Estenssoro Government introduced its New Economic Policy
within weeks of taking office. The first policy measures addressed both

stabilization issues, designed to end the crisis, and longer term adjust-

ments, to reduce the role of the state in the economy and rebuild a free

market economy. The exchange rate was freed, to be set through an auction

system, which resulted in an immediate devaluation of the official rate by

93%; strict budgetary controls were introduced to keep expenditures to the-

levels of -revenues; most price controls were eliminated and specific prices

and tariffs increased (notably for gasoline, electricity, and transport),

based on a new policy to bring them close to international levels. All this

was accomplished through a Supreme Decree in August 1985. Subsequent

efforts served to consolidate and expand this program.- Perhaps most

important was a far-ranging reform of the tax system, passed by Congress in

May 1986. Trade restrictions were drastically eased, with import tariffs

set at 10% plus 10% of the previous tariff, and measures were introduced to

increase tariff collections. Steps were taken to reorganize some public

enterprises and abolish or reduce others (COMIBOL was reduced in size by the

termination of 23,000 workers). The financial system was liberalized,

removing regulatory constraints on financial transactions and freeing the
determination of interest rates. In early 1987, the Government launched an

ambitious program to alleviate the impact of the economic crisis on the

poorest groups through the Emergency Social Fund (ESF), which supports small

sub-projects to generate productive employment and support social assistance

efforts (like maternal health care and school feeding), many implemented by

NGOs.

12. External events in 1985-86 intervened to make Bolivia's recovery

more difficult. In October, 1985 the international tin market collapsed,

causing almost a 50% decline in world market prices. This was followed by

an abrupt drop in petroleum prices in the third quarter of 1986, reducing

the value of Bolivia's gas exports to Argentina. Subsequent developments

have been more favorable, but a persistent problem, aggravated in 1989, has

been delays by Argentina in paying for Bolivian gas exports.

13. The Government has done remarkably well in managing its stabiliza-

tion program and has achieved a clear turnaround in the long trend of ,
negative economic growth, with positive GDP growth in 1987 and 1988. It has

encouraged private sector activity, although this has proved slow to

rebound. Its anti-inflation program was highly effective; hyperinflation

was halted immediately, with inflation kept to low and manageable levels

since September 1985. In 1987, output grew, for the first time in six

years, by 2.1Z and reached 2.81 in 1988. The tax reform has resulted in

steadily increasing revenues. An important start has been made to improve

public sector administration by establishing the Financial Administration

and Control System (SAFCO) for monitoring public expenditures and better

data systems for planning and monitoring public investment. A wide range of

measures has aimed to reduce waste in public expenditures, notably better

control systems and allocation of less disposable resources for state enter-

prises. Noteworthy also were the bold and effective steps taken to soften
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the impact of adjustment on the poor (the successful Emergency Social Fund).

Finally, the Government has been highly successful in mobilizing foreign

assistance.

14. Despite these major efforts, the new Government will inherit a long

agenda of needed actions. This reflects the depth of Bolivia's maladjust-
ments resulting from poor economic management in the 1970s and early 1980s,

the drastic shift in terms of trade calling for strategic reorientation, and

the weakness of Bolivia's institutions, which render implementation particu-

larly difficult. In many cases, further reforms are fully prepared to the

extent that legislation is drafted or before the.Congress; in others,

persistence is required to see results. Priority should go to efforts to

improve incentives for private investment, through continued financial

sector reform and completion of ongoing efforts to reform investment,

mining, and hydrocarbon legislation. Also vital are continuing efforts to

strengthen public financial management by improving budget processes and

tightening discipline in public spending. Finally, agricultural policy
remains insufficiently clear and merits urgent and concerted attention to

develop the sector's potential.

(ii) Social Context

15. Bolivia was until very recently a predominantly rural society, but

in the post-1952 era, has became increasingly urban. By the early 1980's,

50Z of the population lived in cities and towns of 2,000 or more. Large and

rapidly growing concentrations of very poor peasants settled in and around

cities, creating conditions of squalor and misery for lack of adequate

housing and basic social services. Employment opportunities in the formal

sector have been limited, prompting rapid growth of the informal sector;

this sector has proved highly dynamic and contributed to Bolivia's survival,

but it presents problems also, notably low levels of efficiency and a high

incidence of tax evasion. Agriculture, particularly small-scale farming,

was neglected, except for generally ill-conceived colonization schemes which.

brought highland dwellers, with poor support, to new settlements in the

eastern lowlands. In sum, although the model of economic development
pursued over three decades purported to seek a redistribution of the

benefits of development, in reality Bolivia's highly skewed income distribu-

tion changed virtually not at all.

16. All indicators of social and health conditions point.to the fact

that Bolivia is today one of the poorest countries in Latin America. Life

expectancy is 43 years for men and 53 for women; infant mortality is twice

the average in Latin America.at 124 per 1,000 live births, and reaches 277

per 1,000 live births in some rural areas. Maternal mortality is very high

also, at 48 per 10,000, a situation associated with high fertility, mal-

nutrition, poor health conditions of mothers, and an alarming incidence of

induced abortion. Malnutrition is widespread, particularly in rapidly grow-

ing suburbs of the larger cities and in rural areas. Daily caloric intakes

average 65% of requirements in El Alto, the new mushrooming city adjacent to

La Paz, and 59% in depressed rural areas. Crowded and inadequate housing is

the norm. Only about 69% of the urban population and 10% or the rural popu-

lation have access to piped water, while 37% of urban and 4% of rural house-

holds have sanitation.
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(iii) Political and Administrative Context

17. Throughout most of its history, Bolivia has experienced extreme

political instability (over 180 changes in government since independence in

1825); much of the time, political life was dominated by the military.
Bolivia's instability reflects the society's deep fragmentation along class,

regional, and racial lines. While the state has been able to contain and

suppress many of the conflicting forces in society, the institutions needed

to link state and society and assure structural stability do not yet exist.

Even so, and in contrast to other countries in the region, Bolivia in recent

years has not had a violent history (though earlier episodes of turbulence

suggest that the potential for violence is there). Since the 1930s, with

the emergence of a middle class, political mobilization has increased.

Multi-class populist movements have emerged, and the national political

debate has been restructured to force established elites to meet some of the

demands of the middle classes and the better organized-sectors of the

working class.

18. Bolivia held general elections on May 7 for the Presidency and

other offices. No presidential candidate garnered an absolute majority, so

the outcome will not be known until August 6, when Congress convenes to

elect the President. The popular vote put two candidates virtually neck-

and-neck, with 23Z of the vote each: Gonzalo Sanchez de Lozada, candidate of

the MNR (National Revolutionary Movement--the current Government's party),

and Hugo Banzer, leader of the right-wing party, the ADN (National

Democratic Association), who was President (of a military regime) from

1971-77. Other candidates, primarily to the left, captured the remaining

vote, the leader among them Jaime Paz Zamora of the MIR (Independent

Revolutionary Movement). Of particular significance are the fact that the

three leading candidates ran on a platform supporting the economic program,

which was thus soundly endorsed by the electorate, and the peaceful and

democratic electoral process, which stands out among recent elections in the

Region from this standpoint. The Presidency is likely to be the subject of

intense jockeying in the months ahead, as a coalition will clearly have to

be formed. In Congressional elections, the margin of the MNR seems somewhat

larger than in the presidential election, which may accentuate that party's

advantage.

19. The outcome of the current elections is unlikely to change substan-

tially the fragile and highly fragmented nature of the political structure

and decision-making process. The economic and political influence of the

traditional ruling groups in La Paz and Santa Cruz, the two centers of

power, is likely to continue. Were Banzer to become President, interest

groups in Santa Cruz--Banzer's home--would have greater influence in Govern-

ment than at present. Sanchez de Lozada. from the highlands and with a

background in mining, would bring a less pronounced shift from present

patterns. The political and economic power of the Indian peasant population

will not likely increase no matter which party wins the election, because Lf

their lack of political organization. Decision-making on economic policy

and investment is likely to remain highly centralized, as at present. None-

theless, a major political issue is growing regionalism and demands for

greater local control over health, education, and other services by the

wealthier departments, notably Santa Cruz. The major candidates pledged to

decentralize government activities, but gave few specifics. Regional

control has important political implications, not least its potential for
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weakening national labor movements. It could also affect the allocation of

government expenditures and distribution of revenues from oil and gat sales

and lumber concessions. The process of decentralization is affected also by

the cycle of local government elections, which take place every two years,

and tend to politicize local government and accentuate the underlying poli-

tical instability.

(iv) External Agencies and Bilateral Relations

20. Bolivia is heavily dependent upon external support for its develop-

ment. In 1988, the net resource transfer from official sources (net disbur-

sements on long-term loans plus grants minus interest payments) equalled

US$226 million or 5Z of GDP. The Consultative Group for Bolivia (chaired by

the Bank) serves as an important instrument for mobilizing external support

for Bolivia's development and improving aid coordination. CG membership has

expanded to include all the major agencies active in Bolivia, and has their

strong support. UN agencies and the Secretariat General itself (through the

appointment of a Special Representative for Bolivia) also have played an

important role, acting particularly to generate increased international

support and to further the Government's anti-cocaine programs. UNDP has

been particularly active since 1985, with an ambitious program of preinvest-

ment and technical assistance support; Bank-UNDP collaboration is close in

many fields.

21. Bolivia's present Government has received substantial financial and

technical assistance from the International Monetary Fund. Since 1985, the

Fund has supported the adjustment effort with a one-year stand-by arrange-

ment of SDR50.0 million, approved in June 1986 (the final purchase under

that arrangement could not be made because certain performance criteria were

not observed); a purchase of SDR64.1 under the Compensatory Financing

Facility, approved in December 1986; and two Structural Adjustment Facility

operations: one for SDR18.1 million in 1987 (while financial benchmarks

under the SAF were not observed after the first quarter of 1987, progress in

meeting the structural benchmarks was satisfactory), and a second operation

for SDR136.05 million, approved in July 1988 under the ESAF. Bolivia had

drawn US$45 million SDRs under the ESAF as of March 1989. Bolivia's total

financial obligations to the Fund from these and previous loans totalled

SDR148.8 million as of December 31, 1988. The Fund's technical assistance

has supported management of Bolivia's commercial debt buy-back, budget

execution and control, tax reform, and operational aspects of the auction-

based exchange rate system. The Policy Framework Paper for the period

1988-91 was reviewed by the Bank's Executive Directors in June 1988. The

second year PFP under the ESAF is under preparation, and should be presented

to the respective boards during the summer of 1989.

22. The Inter-American Development Bank (IDB) has the largest aid

program of all external agencies operating in Bolivia. As of March 31,

1989, its active loans to Bolivia totalled USS793 million, of which US$433

million was undisbursed. In 1987-88. annual disbursements averaged US$100

million. IDB is involved in many sectors, but particularly in roads,

agricultural credit, and energy. Its role in the social sectors has been

limited, although it has contributed to the Emergency Social Fund and is

preparing a health project which will complement the FY90 IDA Health

Project. Most IDB lending, except for its limited social sector operations,

carries conventional financing terms. This presents an issue in light of
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our recommendation that Bolivia should borrow only on highly concessional

terms. A dialogue on this subject is underway with the Government and IDB;

we would view with concern substantial new borrowing from IDB on non-conces-

sional terms. IDB's ability to increase its lending from Special Operation

Funds will depend both on availability of funds and restrictions on their

use (they were formerly available only for social sector projects).

Discussions with IDB on possible cofinancing of quick-disbursing loans have

been underway for some time, but made little headway until the way was

cleared in March 1989 for such lending by IDB. We plan to pursue this

avenue in the future, with the proviso that a substantial part of such

lending should be on concessional terms. We are jointly financing some

operations like the Export Corridors Program and two institutional develop-

ment operations, and plan further- collaboration on energy investments. We

aim for closer coordination with IDB, particularly on hydrocarbon invest-

ments and financial sector policies. IDB might take a more active role in

the Bolivia CG, perhaps taking responsibility for directing the work of a

sub-group.

23. Bilateral agencies provide 60% of Bolivia's external support and

this aid has grown steadily in recent years. USAID, Germany, Japan, Italy

and Switzerland have the largest bilateral programs, and, encouraged by

Bolivia's recent progress, several countries have started or restarted

bilateral assistance programs, notably Holland, Sweden, and Canada. Of

particular significance has been assistance to the Emergency Social Fund,

which has proved a successful entree for new bilateral programs. Bolivia

received an estimated US$259 million in loans and grants (new commitments)

from official creditors in CY87. This represents 6% of GDP and was about

the same size as the public investment program in the year.

24. Bolivia's neighbors, Argentina and Brazil are major trading

partners and also its two largest creditors, respectively holding US$720

million and US$400 million in total debt, much of it contracted in the early

1980s (together over 40% of bilateral debt). It is vital that Bolivia, a

poor and landlocked country, maintains good diplomatic and economic rela-

tions with its neighbors. These countries, including Chile, facilitate the

transport of Bolivian goods to the Atlantic and Pacific and provide attrac-

tive markets for Bolivian exports. Present relations with Argentina are

dominated by the festering problem of gas payment arrears. Argentine

arrears to Bolivia reached close to US$200 million in May 1989 and Argentina

is currently not paying for new gas shipments. The new Government in

Argentina will make concerted efforts to resume payments to Bolivia, but

prospects are most uncertain given Argentina's own difficulties.

25. Bolivia's relations with Brazil are good, but trade and economic

cooperation have been slow to develop. Bolivia has tried unsuccessfully to

export natural gas to Brazil since the mid-1970s. There have been many

studies done over the years on gas markets in Brazil and the feasibility of

constructing a 2,000 km pipeline from Santa Cruz to Sao Paulo. A letter ot

agreement between the two countries was even signed in 1974, ratified in

1978 and updated in 1984. However, the idea ultimately proved to be

unfeasible and the two countries are now negotiating yet another trade

agreement. Under this agreement, Bolivia would use its gas to export power,

fertilizers and polyethelene to Brazil. There has not been strong support

for this agreement in Brazil either and it is unlikely one will be signed

before the current Government leaves office.
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C. CENTRAL DEVELOPMENT ISSUES AND POLICY AGENDA

(i) Economic and Social Development Prospects

26. Bolivia faces enormous obstacles and uncertain prospects for its

development. - Its difficult terrain and land-locked position result in high

transport costs and higher costs for its goods, internally and in external

markets. Endemic political instability had made Bolivia virtually incapable
of sustaining development policies and strategies for long. Annual popula-

tion growth rates of 2.8% have been too high and economic growth too low to

allow for sustained improvements in living standards. As a result, Bolivia

is impoverished, its population is in poor health relative to the rest of

Latin America, and malnutrition is widespread. The vast majority of the

population has little, if any formal education and poor prospects for

obtaining it. Looming in the background is the threat of increasing
violence linked to the cocaine trade. The investment climate, while

improving, remains highly uncertain and prospects for commercial financing

(except for some short-term borrowing) in the foreseeable future are poor.

Bolivia's relations with its neighbors are clouded (paragraph 24).

27. Bolivia has important assets and advantages which offer hope for

its future growth and development. It has abundant supplies of hydro-

carbons, primarily natural gas; minerals such as tin, silver, gold and

tungsten; and extensive forests and fertile land for agriculture and

livestock production, particularly in the eastern lowlands. These resources

have not been fully explored or exploited. Bolivia now has direct access to

the sea via the Paraguay River, which thus opens the possibility of reducing

transport costs for agricultural and other merchandise which has gone over

land to Brazilian and Argentine ports. While human resources are limited in

terms of formal education, a small but well-educated cadre of managers,
professionals and technocrats in the public and private sectors is well able

to provide responsible and skilled leadership. The efficiency of Bolivia's

labor force and peasant farmers is constrained by technological and other

factors which could be overcome with investment and good management.

28. In sum, the road ahead is difficult and the new government faces

an important policy agenda to consolidate the real gains of the past four

years. To succeed, Bolivia must in the first instance sustain its macro-

economic framework, continuing to improve resource mobilization while

keeping tight control over public expenditures. Second, to see real results

from the efforts to rebuild a free market economy, planned reforms in its

hydrocarbons, mining, and investment codes must be followed through and

financial sector reforms must be pursued until they succeed in reducing the

high level of interest rates which are now a real deterrent to investment

and private sector operations. Third, concerted efforts to develop the key

productive sectors of mining, hydrocarbons, and agriculture are essential.

building on ongoing programs and bringing to bear both foreign and domestic

private investment for their development. Fourth, more etfort to reform
public sector management is essential, with the priorities stronger fiscal

management, public enterprise reform, more streamlining of regulations, and

better incentives for key public servants. Fifth, Bolivia's social develop-

ment must be given substantially higher priority, both through well

targetted and managed poverty alleviation efforts and a clearer and more

intensive human resource development program. The challenge is how to do

this in the face of stagnant per capita income.
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29. The role of the cocaine economy and the Government's response to it

present complex- issues. Coca leaf production has increased rapidly since

the mid-1970s from a small base (coca production has ancient origins in

Bolivia but on a small scale). Obviously data on production and trade is

unreliable but available information suggests that Bolivia supplies about

35% of world consumption. An estimated 60,000 ha are under coca, and some

100,000 families (and perhaps 10% of the population) are involved directly
in the cocaine economy. Export earnings (i.e., money actually returning to

Bolivia) may be about US$600 million a year, roughly equivalent to total

legal exports. The effects of this economy are far-ranging and in many

respects invidious. While cocaine revenues have helped Bolivia to weather

economic stagnation and crisis and profit many people, the Government

maintains that a frontal effort to reduce or even eliminate the trade is a

vital part of its economic and social strategy. Their arguments are

primarily in terms of the domestic social effects (growing addiction,

corruption, erosion of government authority, violence), but plainly the

issue clouds international relations, especially with the US. The Govern-

ment, therefore, presented a law to Congress banning most coca production.

Congress approved it in July 1988, despite vigorous opposition (based on

national sovereignty arguments) and sought international support for an

eradication and redevelopment campaign (regional programs and crop substitu-

tion), costing some US$300 million. Support was disappointing and this

program has not been at the forefront in the past two years, but may well

reemerge as a priority in the next Government. The position the Bank should

take presents a dilemma. This is a rare, if not unique case, where our

direct involvement, moral and financial, has been formally sought in an

outright drug control program, and there are clear attendent risks. To date

we have maintained a cautious position (essentially as a supportive

observer), and propose to maintain this stance, while continuing our efforts

to understand better the cocaine economy and its economic and social ramifi-

cations. A particular area for attention is regional development efforts

and crop substitution programs in the most affected areas.

(ii) Bolivia's Development Strategy

30. The current Government, in President Paz Estenssoro's words, aimed

to build "a new Bolivia". The Decree (21060) which in August 1985 launched

the New Economic Policy included a strong strategic orientation, as have

innumerable statements of policy, internal and external (for example, to the

Consultative Group, Paris Club, etc.). What is remarkable are the

consistency and-breadth of the new economic and social model. It states

explicitly that the aim is to reduce sharply the State's role, relying on

the private sector as the motor of growth, and defends the Government's

rigorous economic policies as essential to restore viability to internal and

external accounts. The broad objectives are clearly defined in the two

Policy Framework Papers (1986, 1988) which set forth the medium term frame-

work. In addition, the Government over the past two years devoted substan-

tial efforts to preparing a comprehensive Economic and Social Development

Strategy for the period 1988-2000. The Planning Ministry took the lead,

with the help of a team of consultants, supported by German technical

assistance. The former Planning Minister took special interest in the

exercise, hoping to achieve through it both a national consensus on the

change in strategy and, by enacting parts into law, a durability which would

make departure from the strategy more difficult. World Bank staff also

contributed, through our economic and sector work and ongoing dialogue, and
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participation in meetings organized by the Government, notably a high level

seminar in Chulumani in April 1988. A comprehensive strategy document was

completed and discussed in public, but in the event was not presented to the

Congress, primarily for lack of time. The future of this strategy document

is uncertain, pending the change in Government.

31. The strategy, briefly summarized,- identifies seven major challenges
facing the Bolivian economy. These are: (i) reestablishing growth, (ii)

increasing investment, (iii) augmenting productivity, (iv) expanding and

diversifying exports, (v) increasing stable and productive employment, (vi)

resolving the external debt problem, and (vii) satisfying demands for social

services in health, education and housing. The strategy calls for maintain-

ing the current macroeconomic framework, controlling inflation, improving

tax administration, increasing savings and investment, and holding down

government deficits. Mining and hydrocarbons are the engines of Bolivia's

future growth and development, although agriculture and manufacturing play

important roles in generating employment. The strategy seeks to reduce the

country's dependency on a few exports, by diversifying economic output and

export markets. It proposes that special attention be paid to the problems

of rural poverty by generating new income-earning and employment opportu-

nities and extending social services to the rural poor. In dealing with the

debt problem, it calls for continued efforts at negotiating alternative

measures for reducing the official bilateral and commercial debt burdens.

Finally, the strategy reflects the Government's concerns about the impact of

development on natural resources and environment and calls for careful plan-

ning to minimize these problems.

32. The strategy aims at achieving and sustaining annual growth rates

of 3.5Z during the period 189-1992 and increasing them to 5-6% during

1993-1996. The 3.5Z growth rates are well within Bolivia's reach provided

the Government maintains current economic policies and future investment

levels climb above 10% of GDP. On the other hand, we do not consider the

5-6% growth rates realistic because they imply an implementation capacity

that is unlikely to exist by 1993 and because they would require an increase

in investment beyond levels likely to be forthcoming from either domestic or

foreign sources. Future growth is expected to come from agriculture,

mining, light industry, and hydrocarbons. This is reasonable, but will not

be easy to achieve in agriculture, especially, where output in 1987 and 1988

has declined and where yields for most crops except soya, have stagnated in

the last 15 years. The Government's strategy to improve social conditions

will be difficult to achieve in view of projected growth rates.

(iii) Debt Issues and Strategy

33. A critical factor bearing upon Bolivia's future growth is its heavy

burden of external debt; the debt overhang is one of the largest in Latin

America relative to the size of the economy, exports, and income per capita.

At the end of 1988. the debt owed by the public sector of US$3.9 billion

(excluding unpaid interest to the commercial banks) was 87% of GDP and 532"

of exports. Annual scheduled debt service alone was about 52% of export

receipts in 1987; even after rescheduling the amount actually paid on long-

term debt took up 24Z of export receipts. Debt service owed amounted to 57%

of Treasury revenues; interest paid to 19% of revenues in 1988. The debt

falls into three categories: commercial bank debt, bilateral debt, and

multilateral debt; about 90% is owed to official bilateral and multilateral

creditors.
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34. In 1987, Bolivia's commercial bank debt was about 15% of total

external debt, with a face value (excluding unpaid interest, penalties,

etc.) of about US$682 million. Bolivia had not serviced this debt from

1984. Bolivia started discussions with its commercial bank creditors in

1985; from the outset their position was that Bolivia could not afford to

service the-debt on conventional terms, and that debt reduction was

essential. Bank of America headed Bolivia's Advisory Committee until April
1989 (when they sold their Bolivian debt and withdrew from the Committee);
leadership is currently under discussion. The Government was successful in

retiring close to 50Z of its commercial debt through a debt-buyback and
equity conversion operation in 1987-88. Under the operation, Bolivia

offered to buy back its commercial bank debt at a repurchase price of 11Z of

face value. The operation was voluntary, and entailed a waiver from all

banks party to the 1981 Rescheduling Agreement allowing the buyback; an
equity conversion option was also offered at a premium. The banks
stipulated that the buyback must be achieved with grant funds from sovereign
governments only. Bolivia thus engaged in a fund-raising effort for this

purpose. In 1988, the operation was completed and Bolivia retired all debt

offered by the banks, with sufficient grant funds for the purpose; the IMF

established a trust fund for the operation, and six governments (the largest
the Netherlands, Spain, Brazil and Peru) made grants for the buyback. The

time limit for the buyback was short but the equity conversion option still
continues, and Bolivia has made further offers of zero-coupon Boliviano-
denominated bonds. Bolivia was left with about US$350 million in commercial
debt after the buyback. Further discussions and fund raising are in
progress, and repurchase of an additional US$100 million is underway, inclu-
ding all of Bank of America's debt, also at 11 cents. Both the IMF and the
Bank have supported Bolivia in these operations. Bolivia's intention is to
pursue the debt reduction strategy to eliminate all commercial bank debt.

35. In parallel with the buyback, Bolivia has supported small debt-for-
nature operations. The first was organized by Conservation International,
designed to provide funding for the Beni Biosphere; about US$650,000 of
Bolivia's debt was repurchased on the secondary market, and retired in

exchange for long-range commitments of local currency for conservation
purposes. A second such operation is under discussion.

36. Bolivia obtained debt relief from the Paris Club twice during the
last three years (bilateral debt obligations in FY88 totalled US$2.3
billion, 60% of total debt outstanding). In July 1986, its creditors agreed
to a rescheduling of some US$400 million of Bolivia's debt, postponing 100%
of interest payments and rescheduling all amortization and arrears. In
November 1988, Bolivia returned to the Paris Club where the creditors gave

their approval to additional reschedulings of 10OZ of the debt service pay-
ments falling due between October 1, 1988 and December 31, 1989 as well as
100Z of arrears as of September 30. 1988. The rates of interest and other
conditions of the rescheduling are to be negotiated by the Government on a
bilateral basis with each creditor. Because of Bolivia's heavy debt burden
and pervasive poverty (which is similar in some respects to some Sub-Saharan
African countries), the Government had made an all out effort to qualify for
the special debt relief terms defined following the Toronto Summit. How-
ever, the Paris Club did not agree to the Government's request, arguing that
the special debt relief terms were to be limited to the Sub-Saharan African
countries. Neither Argentina nor Brazil participated in the Paris Club
meeting for Bolivia in November 1988 so the Government has been unable to
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reschedule its debt with these two countries, which represents 40% of

bilateral debt.- Several Governments have acted to forgive all bilateral

debt to Bolivia, and some are considering a Government proposal to invest

the proceeds of interest due in Bolivian development projects.

37. Multilateral debt represents about 30% of total obligations, of

which the World Bank holds 9% ; Bolivia's service payments to the Bank were

31% of all debt service paid in 1987 and 6% of recorded exports. Bolivia

has serviced its multilateral debt regularly, except that on occasion

service payments have been delayed when pressures on foreign exchange

reserves have been particularly acute.

38. Bolivia's debt strategy has thus been to reduce its commercial bank

debt through the buyback operation and to obtain the most favorable resched-

uling terms possible for its bilateral debt. In both areas Bolivia's case

has been well presented and the results relatively favorable. Nonetheless,

the debt burden remains a central problem and further debt reduction, both

for commercial bank and bilateral debt, is warranted.

(iv) Strategies for Major Sectors

39. The objectives and strategies elaborated to date for the major

sectors are summarized below.

40. Agriculture has vital importance, accounting for 20% of GDP and

over 50% of employment in 1987. It must play a central role in future

economic growth and exports, and in poverty alleviation efforts (since the

poorest people live in rural areas). Recent performance is not encouraging

and agriculture has failed to respond as expected to the new economic

policies, for reasons not yet fully understood. Sector growth declined from

around 4% a year in the 1970's to -2% between 1980 and 1985 and declined

further by about 1.8% a year from 1985 to 1988. Agriculture was long

neglected in favor of mining, hydrocarbons and other priorities, and a well-

defined sector strategy is patently absent. Disappointments abound.

Initiatives in sugar and cotton in the 1970s to promote exports withered;

int-egrated rural development projects in the altiplano, aimed to increase

small farmer productivity and income and alleviate poverty, had little

impact; even with the dismantling of massive controls in recent years,

supply response has been disappointing. The potential for agricultural

development is, however, good, if not excellent: in the altiplano and

valleys, livestock, potatoes and quinua are among the commodities which can

be produced, even within the prevailing subsistence farming systems. In the

lowlands, the vast frontier offers good land for soya, wheat and other

export commodities. Forest resources are substantial, their exploitation

still highly selective (under concessions to the private sector). The

failures of agriculture thus reflect misguided policies which have distorted

production patterns, misdirected efforts towards uneconomic ventures, long

neglect of agricultural research and development of services, and failure rt

respond to the special needs of the poor farmers in the ecologically diffi-

cult highland areas. Natural resource management has been particularly

weak, reflected neither in policies nor programs. More positively, the

Government is devoting significant efforts to defining its agricultural

strategy and to rebuilding leadership in the Agriculture Ministry. Produc-

tion in the lowlands, especially of soya, is taking off, reflecting both

better incentives and the opening of trade routes to the Atlantic (via the
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Paraguay-Parana River). Some efforts to rebuild an agriculture credit

system have been launched. Much remains to be done, with the priorit'ies the

revitalization of research (including more cooperation with CGIAR institu-

tions), effective guidance to ongoing development of the Eastern lowlands,

and reviving agricultural credit. Major institutional development efforts

are needed, including revamping of public investment programs.

41. With the decline in income from mining and the steady impoverish-

ment of the altiplano, the Eastern Lowlands have become the focus of

Bolivia's future agricultural growth. They encompass some 370,000 km2 , or

34% of Bolivia's total land area, yet are sparsely populated (around one

million people in an area the size of West Germany and England together).

This frontier region was a backwater throughout most of Bolivia's history,
because population and economic activity were concentrated in the altiplano.

However, this changed dramatically in the last 30 years following the

discovery of oil and gas and major investments in export agriculture. Both

spontaneous and organized migration has increased the population of the

region at a pace well above the national average. Investments in transport

from Santa Cruz to the Brazil border and a new port on the Paraguay River

reflect efforts to develop export corridors to both the Atlantic and the

Pacific. The Bank has played an active role in helping to define a coherent

regional development strategy. The strategy provides for an assessment of

the land use capability and preparation of a development plan, definition

and protection of environmentally sensitive areas including rainforests, and

evaluation and protection of indigenous people in the area. Secondly, the
strategy is to support the cautious expansion of commercial crop production,

mainly for exports, through credit, infrastructural development and improved

services. The assistance provided will be designed so as to encourage

sustainable agricultural development, and discourage wasteful land-use

practices, as set out in the development plan. To ensure that IDA funds do

not contribute to environmental degradation, credit will not be provided
under the Lowlands project for land clearing. Thirdly, the strategy is to

support technology development, and provision of services for.both commer-

cial and subsistence farmers aimed at achieving a balance of agricultural

growth and environmental protection. Because of the rapid expansion taking

place of large-scale agriculture in the environmentally sensitive Eastern

Lowlands, coupled with the economic importance such development holds for

Bolivia, we are tackling these problems of the Eastern Lowlands on a

priority basis.

42. Quite different strategic issues present themselves for the high-

lands and valleys, where farming and livestock production are essentially

small scale, subsistence, and highly traditional in method. Most attempts

to improve agriculture in the altiplano have met with failure but efforts

are needed still to identify appropriate technologies (including reviving

ancient techniques used by the early Indian cultures), credit systems, and

other support services (including rural transport). The agricultural
strategy for the altipiano gives first priority to applied research and

dissemination of proven and culturally acceptable technologies for

increasing production. Second, the aim is to build on the few successful

private, cooperative, or regional initiatives producing commercial crops,
tailoring government services and credit to support them. Third, the policy

and institutional environment must be strengthened as an essential element

for achieving sustainable growth. The altiplano strategy forms part of the

overall strategy to tackle rural poverty problems, and presents particular
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challenges, as it must address complex economic and social problems (for

instance, insufficient recognition of'women's productive roles) that have

defied solutions for decades. NGOs and other private groups working at the

community level have had important if small-scale successes, often

exhibiting sorely needed qualities of cultural sensitivity, and these

efforts could be the core of future programs.

43. The Mining sector remains vital for Bolivia's economic growth,

despite the drop in its share of GDP. and export earnings from 10% and 60%

respectively in the early 1980s to 6% and 45% in 1988. In 1988, mining
showed signs of recovery, registering a 23% increase in output (although

this high rate of growth may rely on an unsustainable exploitation of former

COMIBOL properties). Private mining companies have assumed much greater

importance after the debacle of COMIBOL in the mid-1980s. The mining sector

no longer depends upon tin exports (exports stopped entirely for about two

years). Even with a recovery in tin prices, the future in mining is

probably with gold, silver, tungsten and some other metals. Long run poten-

tial is considerable but major shifts in strategies and investments to make

up for decades of distorted policies are needed. The Government has moved

decisively in this direction, although a new mining code, setting out a

coherent framework for private mining operations, was not passed by the last

Congress. Major support for the sector rehabilitation and development
program is provided under the recently approved Mining Sector Project
(FY89). The immediate priorities for the sector are to: (a) further scale

down and reorganize COMIBOL into a lean, profit-making and market-oriented

business; (b) increase efficiency and productivity in both public and

private mining sectors to gain competitiveness in world mineral markets; (c)

diversify exploration and mining efforts from tin to other metals; (d)

promote joint ventures between COMIBOL and the private sector and between

Bolivian mine owners and foreign investors (in close collaboration with the

IFC which plans major investments in mining in Bolivia); and (e) promote

measures to protect the environment from contamination by mining activity,

and to improve health conditions for miners.

44. Oil and natural gas accounted for 6% of GDP and 40% of export

earnings in 1988. Bolivia has substantial reserves of natural gas

(estimated at 4.1 trillion cubic feet in 1985), equivalent to 40 years of

production at current levels. Liquid hydrocarbon reserves stood at about

154 million barrels, the equivalent of about 17 years of present production.

The Bank has had a long-standing role in the sector, supporting construction

of a gas pipeline to Argentina in the early 1970s, extensive studies on

exploration, production and marketing of natural gas for domestic consump-
tion and export, and production of liquid fuels from condensates. In the

medium-term, the Government will need to address several key issues on how

to: (i) increase the production of liquid fuels to meet domestic demand

while maximizing exports; (ii) increase proven reserves of liquids and

natural gas to achieve long-term production targets: (iii) increase natural

gas use in Bolivia, itself, for domestic consumption and power generation:

and (iv) maintain, and ideally increase exports of gas to Argentina after

1992, when the current sales contract terminates. Of crucial long-term

importance is the unresolved issue of whether gas or gas product sales to

Brazil are politically and economically feasible. Brazil has offered
attractive markets for Bolivian natural gas in the past, but the two

countries were never able to reach an agreement and future prospects are not

promising. However, current proposals are for Bolivia to construct a
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thermal power -plant, then sell electricity (as well as gas-based fertilizer

and polyethelene products) to Brazil. A framework agreement at presidential

level between Brazil and Bolivia was signed in August 1988 and discussions

are underway to work out detailed proposals and mobilize financing (a very
difficult task). The IFC plans joint operations with Philips Petroleum and

Occidental Oil companies.

45. In power, the immediate challenge is to expand the electricity

generation and distribution system in a rational and cost effective manner,
with the possibility of exporting electricity to Brazil. With demand
projected to increase at 5-6Z per year, substantial investments are needed

in the next five years. Continued efforts to reinforce the institutional

capability to carry out power investment programs have particular

importance. The Ministry of Energy and Hydrocarbons is being -strengthened
-by creating a planning and programming unit, while the National Energy
Directorate (DINE) needs additional manpower to fulfill its tasks of
analyzing and setting bulk and retail rates for all power utilities, in

accordance with the National Electricity Code. The National Power Company
(ENDE), Bolivia's main generating and bulk transmission utility will
transfer to the smaller utilities all generation plants with a capacity of 5

MW and less, and concentrate its activities on construction of the larger

generation plants and transmission lines, to be defined after the completion
of Bolivia's least-cost expansion plan by mid-1989. The Government needs to

define as soon as possible the future of the Bolivian Power Company's

(COBEE) concession contract in the La Paz and Oruro areas.

.46. Bolivia's economic future depends heavily upon the development of
transport infrastructure and its efficient management. The country's diffi-

cult geography and widely dispersed population mean high transport costs
throughout the economy. Furthermore, the transport sector has not been well

managed: maintenance of the road network has been highly inadequate,
planning of transport investments has been haphazard and poorly coordinated,
and no well-conceived strategy has been followed to develop efficient road

and rail corridors for Bolivia's traditional and non-traditional exports.
Transport investments, even when adequately funded, have been slowly
implemented. The Bank's policy dialogue on transport issues, based on a

Transport Sector Strategy Paper, has been productive. It highlights four

major areas for investment: maintenance and rehabilitation of existing road

and rail facilities, integration of the three main populated areas of the

country by road, upgrading of priority export corridors, one to the Atlantic
and one to the Pacific, and construction of penetration roads to areas of
high agricultural potential. The Government must also improve road mainte-
nance before making further investments in new construction. ENFE, the

national railway, needs assistance to begin to operate on commercial princi-
ples in competition with other modes (although it is a rare railway company

that covers costs with revenues).

47. Bolivia's manufacturing sector is small--it contracted sharply

during the early 1980s, and its contribution to GDP dropped from 15Z in 1980
to 1OZ by 1985. Other than mining, manufacturing was the only sector which
showed signs of a strong recovery in 1988 (in beverages, textiles and other
small-scale industries). With the private sector focus of the Government's
program, this sector has special importance. To develop its potential and

to support the recovery process, the Government has taken steps to create a
policy environment conducive to private sector growth. These include
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liberalization of the trade policy regime and of factor markets, measures to

promote exports -and investment, elimination of price controls, tax reform,

and measures to privatize several public enterprises. The medium-term

objectives are thus to revitalize private sector growth and to create a

policy environment which will permit a better realization of the sector's

potential. An important ingredient in this strategy is financial sector

reform which is needed to bring down interest rates and restore confidence

of businessmen in the banking system. Another priority is to build up

institutions to support small- and medium-sized entrepreneurs and exporters,

where there are promising opportunities to support women's initiatives and

cooperate with NGOs.

48. The strategy in the social sectors--education, health and water

supply and sanitation--gives priority to policy and institutional develop-

ment issues and focuses investment on extending social services to various

target groups. Because acute limitations will constrain financial and

administrative resources for the foreseeable future, efforts must

concentrate on basic services and support to the most vulnerable groups

(children and pregnant and lactating women). A particularly strong base for

future programs is the promising experience of the Emergency Social Fund,

which showed what could be done and plainly confirmed the pent up demand and

need for support for poverty alleviation efforts. During 1987-88, the

Emergency Social Fund secured over US$102 million in foreign loans and

grants, creating over 116,000 temporary jobs, corresponding to 10% of the

officially unemployed. The demand driven mechanism of access to the Fund's

grant was a major element of its success. The decline of social services,

from the already low base, in contrast, presents major long-term challenges.

In health, the priority is to strengthen the Ministry of Health in its

planning and management functions and support the extension of primary

health services by the NGOs, municipalities or other health providers at

regional levels. In education, the focus should be on improving the quality

of primary education and extending its benefits to all and, particularly, to

girls in rural areas. A key element of the strategy should be to achieve a

more equitable allocation of public resources for education by reducing

subsidies for those, mostly from middle and higher income groups, who attend

public higher education without fees. In water supply and sanitation, the

strategy will focus on extending service coverage in urban and peri-urban

areas, giving particular attention to the needs of lower income groups.

Options for introducing low-cost sanitation technologies to the population

will be pursued, through municipalities and utilities. Improvements in the

management and operational efficiency of the utilities, starting with La

Paz, Santa Cruz and Cochabamba, also have priority.

49. Institutional development and technical assistance are a major

focus of the Government's (and IDA's) program and will continue to have

priority in the future. This is because Bolivia's public sector institu-

tions are weak and in need of strengthening, particularly in economic and

financial management. IDA has supported several ambitious initiatives to

establish a foundation for a sounder, leaner public sector, including

assistance to government agencies in resource mobilization, investment

program planning and budgeting, and financial monitoring. The Government

plans to launch a Public Sector Management Program to meet the immediate

need for a cadre of competent development civil servants.
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(v) Strategic issues and policy agenda

50. Central issues for Bolivia's development over the medium and longer

term, and the agenda for action on policy and.investment are set forth

below. These issues follow from the basic strategic objectives, which are

to consolidate the macro-economic framework and thus improve the functioning

of markets, to remove the major constraints to growth, through development
efforts for the major productive sectors and a restructuring of the public

sector, and to address the problems of poverty.

(1) Consolidation of Macro-economic Stability

51. Tight macroeconomic management and further debt reduction are a

must. Since August 1985, the Bolivian Government's successful economic

program has led to renewed economic growth. If the next Government is to.

sustain current levels of economic growth, it must act responsibly on key

areas affecting future economic performance. Inflation will have to be held

to 10% by tight controls over monetary and fiscal policy; further debt

reduction and restructuring are needed, with the goal of reducing the debt

service ratio from 52% to 40% of GDP. The domestic savings rate needs to

rise to 13% of GDP (from 8.4% in 1988). Depreciation of the Boliviano over

the medium term is also likely to be necessary to diversify exports and

reduce dependence on external capital. However, even with good economic

management, growth prospects are limited by virtue of Bolivia's constrained

productive capacity and ability to implement investments.

(2) Remove Constraints to Growth

52. Investment: the level and efficiency are keys to growth. To

achieve significant growth, the Government must mobilize and disburse

increasing amounts of domestic and foreign investment, both public and

private, and establish an incentive framework to improve the current invest-

ment climate. Investment will need to increase to near 15% of GDP from

current levels of 9-10%, if Bolivia is to achieve minimally acceptable rates

of growth. Private investment remains sluggish and will increase only with

renewed confidence in the economy and the financial system. Most of

Bolivia's investment requirements will continue to be met by loans and

grants from the international donor community. Because of its sound

economic management and commitment to democracy, Bolivia has been able to

mobilize increasing donor assistance over the last two years. Total disbur-

sements under the public investment program reached US$133 million in 1987

and climbed to US$202 million in 1988. The current Government has signifi-

cantly improved management of the public investment program, but still has

far to go to improve its use of Bank and other foreign assistance

(undisbursed commitments total an estimated US$1 billion).

53. Measures to restore private sector confidence and clarify its

role have central importance. The Paz Estenssoro Government has attempted
to increase private sector investment in the economy, but has been largely

unsuccessful to-date. The steady decline in private investment during the

early 1980s was only slightly reversed during 1986 and 1987 when it

reached 4.9% of GDP. Preliminary estimates indicate that private invest-

ment as a proportion of GDP fell in 1988. The Government's strategy has

consisted of improving the policy environment and the legal framework for

private investment (export incentives, preparation of new investment laws
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for foreign investment, mining and hydrocarbons), the creation of institu-

tions to support private sector investment initiatives (Centro de I

Promoci6n de Inversiones, Nuclei Regional), and provision of funds to

facilitate restructuring and expansion of investments. In addition, the

Government has dismantled ineffective, more actively interventionist

policy tools, such as the old investment law, and is actively trying to

divest from a number of public enterprises. This reflects the present

administration's basic attitude of limiting the Government's role to

providing an appropriate policy framework and support institutions, but

leaving most investment decisions to private sector initiative. The next

Government must continue to.support these policies and follow-up on: (i)

the pending modifications in the investment, mining, and energy codes,

(ii) pursuit of financial sector reforms to give the business community

more confidence in the banking system, (iii) reducing high interest

rates, making working capital available for restructuring and modernizing

enterprises, and (iv) making sure that its exchange rate and other

commercial policies enable manufacturers to compete effectively in inter-

national as well as domestic markets.

54. Sustained efforts to redefine the role of the public sector and

to enhance its efficiency are essential, both to support the continuation

of the macro-economic program, and to support the efforts to promote

development of the productive sectors. The steady growth of the public

sector over the past 30 years has been reversed, but its role remains

large and in important respects ambiguous. The aggregate size of the

state's role has been reduced, notably with the scaling down of COMIBOL

and some other state enterprises. A broader privatization effort has been

started, focusing on smaller companies now managed by regional corpora-

tions, but clearer guidelines and forceful leadership are needed to

achieve significant results. More efforts to improve the efficiency of

state enterprises are needed; a good start has been made with new tariff

policies and financial restructuring and management improvement measures,

but much remains to be done. It is particularly important that reforms

(notably under the SAFCO program) be institutionalized. Decentralization

initiatives over the past two years became embroiled in political conflict

and stalled. Given the need to make services, especially in education and

health, more responsive to local communities, the effort merits a high

priority, within the framework of clear rules on respective responsibi-

lities for management and financing. The Regional Development Fund was

established in 1987 partly to support this effort, but its role needs to

be clarified before it can play a major part; it is to provide technical

support and financial intermediation for local government development

projects. Better incentives to public servants are an essential part of

the effort to improve the performance and efficiency of the public sector.

Plans to implement a public sector management program to recruit and

adequately compensate a cadre of qualified managers is a promising
initiative which merits priority follow up.

55. Special attention to environmental dimensions of development

programs is needed. The new economic strategy has important implications

for management of natural resources which need to be taken into account in

planning future investments. Bolivia already faces serious environmental

problems: (i) poor water resource management and increasing water pollu-

tion; (ii) underutilized and overexploited land resources and significant

soil losses through water and wind erosion; (iii) increasing deforestation
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on land not suitable for agriculture; .(iv) lack of forest management; (v)
increasing destruction of fisheries, wildlife and, in general, of
biodiversity by development activities; and (vi) serious institutional

weakness for dealing with natural resource management and environment

problems. The Government is receptive to both specific measures and moves

to broaden st-rategy in this field. The recent appointment of an

Undersecretary of Environment in the Agriculture Ministry reflects this

interest. We expect to develop a specific agenda of action proposals as

part of our ongoing environmental Issues Paper exercise.

(3) Action to Alleviate Poverty

56. Poverty is a long standing problem in need of urgent attention.

There is little prospect of making major inroads on Bolivia's chronic

poverty over the next five years. Economic growth is not expected to

produce any per capita increases in consumption and projected recurrent

expenditures in the social sectors allow only limited increases in expen-
ditures. Improvements will need to come from greater efficiency and from

better targetting of programs to those most in need, within the framework

of a coherent poverty strategy which has yet to be elaborated. The

Government must reorient the emergency effort for dealing with poverty by:

(i) generating employment and income for the poor, and (ii) improving on
the delivery of social services. In terms of generating employment and
income, the starting place might be the Altiplano where the provision of
credit and other support services to peasant farmers could increase
productivity and incomes. Another could be in the informal sector in the
urban areas, where credit has only just become available for micro-enter-

prises. In terms of social services, the most realistic strategy for
helping the poor might consist of a three-pronged approach involving: (a)

reallocating subsidies for education and health services which only
benefit middle and upper-income individuals to services which benefit
poorer communities, (b) mobilizing private resources (e.g., NGOs and
church groups) for social services, and (c) initiating poverty reduction

programs targeted at the most seriously affected groups. The new Social

Investment Fund offers an good vehicle for channeling and coordinating

such efforts.

57. Without a reduction in Bolivia's rapid population growth, poverty

problems are likely to become still more acute. The key is to reduce

fertility, a high priority on economic grounds. High population growth

rates strain already inadequate job-creation and public sector capacity
and hinder raising per capita income. Also, maternal and infant mortality

and morbidity are closely linked to short-spaced, frequent births. Church

groups have strongly opposed attempts to introduce family planning; thus
action programs in this area must take this opposition and the political
issues it entails into account.

58. Bold and aggressive efforts are also needed for Human Resource
Development. The quality of education in Bolivia is low at all levels.
Resource use in education is also poor and the public ins.titutions respon-
sible for the planning and management of education are weak. Reforming
the education system should be a priority for Bolivia, but will be
feasible only with cooperation from the teachers union. Improving teacher

salaries and productivity are essential first steps to enhance the quality

of education. Rewards for teacher and student performance need to be more
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widely used as well. Another priority is to address the wide gap which

separates the rural and urban education systems (which reinforces

inequalities along racial lines). Efforts should focus on reducing drop-

out rates, providing more trained teachers to replace the secondary school

graduate teachers or "interinos" and more educational materials, and

increasing the enrollments of girls, since most currently do not attend

school in rural areas. It will also be important to enhance the present

decentralized decision-making process by allowing for greater experimenta-

tion in instruction and supervision at the community level. The role

played by NGOs in education at the community level has been highly

positive and should be increased wherever possible.

D. MACROECONOMIC PROSPECTS

59. Prospects for the Bolivian economy are extremely uncertain, given

the difficulty of the development challenge and the long history of

political and economic instability. We have elaborated a set of macro-

economic scenarios to illustrate the implications of different policy

assumptions for the Bolivian economy and the Bank's program. Table I shows

the principal assumptions and results of these scenarios. Of the four

scenarios, we consider the base scenario the "most likely" case, and use it

in planning the Bank's work program. The policy slippage scenario is not

much less likely. The two other scenarios (high growth- and disaster)

represent more extreme outcomes. While neither of these scenarios is given

a high probability, they are useful to illustrate the wide variety of

possible futures for the Bolivian economy, depending on the policy choices

made.



Table 1: Alternative Policy Scenarios

(Average 1990-97)

Policy Assumptions Economic Assumptions Results

Dom. Ext. Cons. Fixed Current

Sav. Sav. Export GDP p.c. Invest. Acct.

/GDP /GDP ICOR Growth Growth Growth /GDP /GDP

High Growth Scenario

Low inflation, liberal economic regime. 12.3 4.2 3.5 6.1 4.2 0.8 14.5 -8.6

Improved incentives for private sector invest.

Rapid improvements in public sector adminis.

Rapid supply response by private sector.

Base Scenario

Low inflation, liberal economic regime. 11.3 3.1 4.0 5.0 3.1 -0.2 12.4 -7.5

Improved incentives for private sector invest.

Slow improvement in public sector adminis.

Slow supply response by private sector.

Policy Slippage Scenario

Moderate inflation. 8.2 3.4 5.5 3.4 1.6 -1.3 8.1 -6.4

Erosion of liberal incentives structure.

Little improvement in public sector adminis.

Little supply response by private sector.

Disaster Scenario

High inflation. 6.1 0 6.5 2.8 0.7 -1.9 3.7 -3.8

Controls on most aspects of economic activity.

Deterioration in public sector administration.

Decline in formal sector of economy.
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(i) Base Scenario

60. This scenario assumes that future Governments adhere to the basic

macroeconomic framework introduced by the Paz Estenssoro Government, and

adopt further policy and administrative improvements as outlined in the

recent draft of the Policy Framework Paper. Necessary policy reforms,

which could bi achieved if pursued aggressively, include passage of the

investment, hydrocarbons, and mining codes; implementation of the privati-

zation program; and continuation of the financial sector adjustment

program. Improvements in public sector administration are also assumed,

particularly in the areas of tax administration and social services.

However, inadequate resources, poorly-trained staff, political obstacles,

and corruption will continue to slow administrative reforms. Poor

administration in turn will impede the supply response to the liberaliza-

tion program, holding growth to rates only somewhat above that achieved

during the past two years.

61. Output and Investment. Appropriate economic policies should

encourage a strong increase in savings and investment. Domestic savings

is projected to rise from 8.4Z of GDP in 1988 to 12.8Z in 1997, implying a

marginal savings rate of about 30Z. Rapid increases in savings can be

achieved if, as expected: (a) confidence increases with continued good

policy performance; (b) new profit opportunities encourage savings; and

(c) the effectiveness of tax administration improves. The present level

of savings is low. Therefore, despite rapid increases in savings,

substantial external assistance will be required to finance the projected

rise in fixed investment from 11.1% of GDP in 1988 to 12.4Z in 1997.

Assuming an ICOR of 4 (high in comparison to the Bolivian record from

1960-78, but not an unreasonable assumption given the present level of

efficiency in the economy), this rise in investment would imply an average

3.1Z increase per year in GDP. 1

Table 2: Base Scenario
(percent)

1988 1989 1990 1991 1992 1997
Constant 1987 Prices

GDP 2.8 3.5 4.0 3.9 1.1 3.2
Consumption Per Capita -4.7 -0.3 -0.7 0.4 0.1 -0.4

Investment/GDP - 10.0 12.4 14.2 14.6 14.'5 14.3

Domestic Savings/GDP 8.4 9.3 11.0 11.6 10.0 12.8

External Savings/GDP 1.6 3.1 3.2 3.0 4.4 1.5

Current Prices

Current Account/GDP 8.8 11.7 9.3 8.4 9.1 4.8

Public Debt/GDP 87.1 39.3 00.1 39.5 91.5 79.7

62. The sectoral composition of output is not expected to change drama-

tically over the next decade, but some diversification within sectors is

expected. In minerals, the share of non-tin mining (particularly silver and

gold) should increase significantly at the expense of tin. Some increase in

1/ GDP rises by 3.5Z a year in every year except 1992, when the cut in gas

sales to Argentina forces a reduction in growth to 1Z.
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oil exploration is expected as a result of the recent agreements with

Occidental and Tesoro (at least sufficient to avoid becoming a net importer

of petroleum), but natural gas will remain the most important component of

hydrocarbons production. Commercial agricultural production in the lowlands

is projected to grow rapidly, but it is unlikely that highland agriculture

will increase much faster than the population. Industry's share of GDP will

increase slightly. While in volume terms industry's contribution to output
will remain limited, industrial growth is essential to achieve some diversi-

fication of Bolivian production.

63. Achievement of this scenario would mean complete recovery from the

economic disaster of the early 1980s, and would set the stage for faster

growth in the following decade. Employment in the formal sector of the

economy would expand rapidly, and significant productivity gains would be

made. However, the scenario also implies some decline in per capita

consumption, and barring any unanticipated redistribution of income, little

improvement in the living standards of the poor (beyond what can be

accomplished through improving the delivery of health services).

64. External Resource Requirements. Mining and hydrocarbons will

continue to be the most important sources of foreign exchange earnings for

some time to come. Mineral exports are expected to increase by over 16Z a

year in 1988-90 owing to a recovery by COMIBOL, and more moderately in the

1990s due to increased exploration and development by the private sector.

Prospects for natural gas exports to Argentina are extremely uncertain. We

assume that Argentina will repay its more than US$120 million in arrears to

Bolivia, as anticipated in the IMF program. There is reason to believe that

Argentina will insist on reduced gas purchases after expiration of the

present agreement in 1992, as the price Bolivia receives is presently above

world market levels and Argentina has substantial unexploited natural gas

deposits. Even so, it will probably take some years before Argentinian gas

production rises sufficiently to meet domestic requirements without imports

from Bolivia. To reflect the likelihood of continued gas sales but at a

lower price and/or volume, we reduce Bolivia's revenues from gas exports by

50Z beginning in 1992.

65. Another important issue concerns the recent agreement with Brazil

to sell electrical power, urea, and polyethylene. Questions about the

feasibility of the proposed projects must be answered before work can

proceed, particularly the size of the market for these products and whether

the petrochemical projects would be large enough to produce at a cost

competitive in today's market. Unless private investors can be found, it

appears that Bolivia would have to guarantee the funds to finance the US$1.2

billion in planned investment. Should the projects fail (either because of

unexpected technical difficulties, unfavorable changes in market conditions,

or political or economic instability in either Bolivia or Brazil). Bolivia

would still have to repay this enormous debt. Given the many uncertainties

involved, we have not included the Brazil projects in the projections.

66. Exports of nontraditional products are projected to rise by almost

12Z a year from 1989-97. Exports of soya are projected to increase rapidly

over the next decade, as Japan appears ready to provide a secure market and

preliminary data indicate the availability of large areas of land suitable

for growing soya. Other non-traditional exports are assumed to increase by

1OZ a year. An appropriate exchange rate policy should facilitate some
diversification of Bolivian exports into textiles, wood and wood'products,

and simple industrial products.
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67. Despite increased export revenues and higher savings, substantial

external assistance will be necessary to purchase necessary imports and

finance projected investment levels. External savings (the trade deficit)

is projected at 3Z of GDP in 1989. Of course, capital inflows (net of

amortization) will be even higher, as a portion of external funds must be

used to cover.all interest due. The current account deficit is thus

expected to reach almost 12Z of GDP in 1989.2 The ratio of the current

account deficit to GDP remains high from 1990-92, owing to the rapid

increase in investment and emergency assistance anticipated in 1992 to

cushion the impact of the cut in Bolivia's natural gas exports to Argentina.

Thereafter, the deficit falls sharply (to 4.8Z of GDP in 1997) as domestic

savings finance an increasing share of investment.

Table 3: Balance of Payments Projections
(US$ Millions)

1987 1988 1989 1990 1997 1990-97

Current Account Balance -508 -388 -561 -483 -430 -496

Net Official Transfers 106 117 120 123 125 130

Net Direct Foreign Invest. 15 30 34 39 96 64

Net Project Disbursements 153 192 348 324 250 306

Bilateral 40 19 107 103 58 96

Multilateral 113 174 242 221 192 210

of which: IDA 40 94 65 64 101 84

Rescheduling 241 207 125 204 49 152

Unpaid Interest 241 127 58- 71 10 36

Unpaid Amortization 0 80 67 133 39 117

Other Flows 1 -85 -202 -30 -168 -32 -127

Change in Reserves 78 44 -36 -40 -59 -28

Memo Item

Current Account/GDP (Z) 12 9 12 9 5 8

1 Includes errors and omissions, unpaid gas receipts from Argentina, and

payments to oil companies.

68. Bolivia's current account deficit (and reserves increases) will

have to be financed almost 'entireiv out of loans and grants from official
creditors. Net lending to the public sector is expected to average

US$458 million a year from 1990-97 (see Table 3). Of this amount, US$210

million represent net disbursements from multilateral creditors, US$96

2/ An additional reason for the difference between the ratio of external

savings to GDP and the current account deficit to GDP is that the

former is calculated at constant prices, while the latter is at current

prices.
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million net project disbursements from bilateral creditors, and US$152

million rescheduling of debt service payments. The major sources of,

multilateral assistance will continue to be IDA and the Inter-American

Development Bank. We expect that the USAID program will continue at

present levels (unless interrupted by Congressional complaints over lack

of progress in reducing the coca trade), and that Japanese assistance

will increase significantly, particularly through cofinancing. In

addition to disbursements on existing loans, substantial new commitments

will be required to support this level of net lending, on the order of

US$400 million a year from 1990-97. Somewhat more than this average

amount will have to be provided in the earlier years, with a high share

of quick-disbursing loans. These numbers represent an extension through

1997 of donors' programs over the next three years, as outlined at the

last Consultative Group meeting. Almost all of this assistance is

expected to be provided at concessional terms.

69. Rescheduling of debt service due to bilateral creditors

continues to be necessary throughout the forecast period. We assume that

the Paris Club reschedules all debt service due on loans incurred before

1986 (the cut-off date used by the Paris Club) in every year through

1997, including rescheduling of previously-rescheduled debt. These terms

are similar to that provided Bolivia in last year's rescheduling of

approximately US$400 million owed bilateral creditors. This assumption

implies the deferral of approximately US$150 million a year in debt

service payments form 1990-97.

70. Decreasing reliance on external capital and concessional terms

permit some decline in debt service indicators. The ratio of debt (owed

or guaranteed by the public sector) to GDP is projected to fall from 89Z

in 1989 to 80% in 1997, and interest payments owed fall from 29% of

exports in 1989 to 13% in 1997. Even so, Bolivia would remain not

creditworthy for loans at commercial-terms by the end of the forecast

period. Debt service indicators would exceed levels acceptable to

private lenders for a country with a relatively undiversified export base

(so that debt service capacity is highly vulnerable to unexpected shocks)

and low levels of productivity and industrialization. Despite the consi-

derable achievements in improved policies and relatively favorable inter-

national economic environment assumed in the base scenario, Bolivia would

still need to wait until the 21st century before returning to

international capital markets.

71. This scenario is similar to that being used by the IMF in

negotiations for the Enhanced Structural Adjustment Facility (ESAF).

However, the IMF is more optimistic about Bolivia's medium-term prospects

(we use the IMF's forecast for the three-year duration of the ESAF

program). GDP growth projected by the IMF is somewhat higher, and the

current account deficit is somewhat lower, than in the base scenario.

These differences arise from the following: (a) the IMF assumes that

Argentina will maintain its natural gas purchases from Bolivia at present

levels after expiration of the present contract in 1992, while we assume

a 50% cut in gas sales to Argentina; (b) the IMF projects substantial

repatriation of private capital while our net capital inflow line is

zero, and has more rapid increases in private direct investment; and (c)

the IMF's projection uses an ICOR of 3.5 compared to the level of 4 in

the base scenario. On balance, we find the IMF's forecast too optimistic

to be used as a most likely case for Bank planning. Continued Argentina
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gas sales are very uncertain and the assumption of high levels of net

capital inflows appears risky, particularly given the large capital

outflows recorded in the balance of payments in 1988 and early 1989.

(ii) Policy Slippage

72. There is some risk that the next Government will not maintain

the liberal economic framework introduced by the present Government.

While the two major opposition parties support the present economic

framework, the policies their leaders followed in former administrations

suggest that at least some deterioration in policy performance is likely.

ADN pursued excessively expansionary policies under General Banzer during

the 1970s. MIR was involved in the Government which presided over the

1983-85 hyperinflation. Further, the present Government's policies have

elicited strong opposition from many powerful groups in Bolivia. Even

elements of the business community have called for changes in policies to

favor certain productive activities, which would have the effect of

impairing efficiency.

73. Obvious targets for change include reintroduction of subsidized

credit schemes coupled with interest rate controls, higher and differen-

tiated tariffs, reintroduction of capital controls in an attempt to

support an overvalued exchange rate, renewed interference by the state in

hiring decisions and wage negotiations, and price controls. It is also

possible that improvements in public sector administration could be

shelved, tax administration weakened, and bank portfolio requirements

relaxed. The common thread underlying all of these is the success of

particular interests in gaining benefits from the state that gradually

erode the efficiency of the economy as a whole.

74. The policy slippage scenario illustrates one view of the conse-

quences of such a deterioration in policies. Reintroduction of controls

reduces the efficiency of investment, which we represent by a rise in the

ICOR from 4 in the base scenario to 5.5. Reduced confidence and profit

opportunities slow the rise in domestic savings, to 9.8Z of GDP by 1997,

1.5 percentage points above the 1988 level but 3 percentage points below

that projected in the base scenario. Lending from official donors also

falls owing to reduced commitment on the part of Bolivia to promised

reforms and lack of necessary counterpart funds to obtain loans. For the

purposes of illustration, we assume that net disbursements from official

sources are 20Z below the level projected in the base scenario.

Altogether, lower external and domestic savings keep fixed investment at

8.6% of GDP by 1997, compared to 12.4% in the base scenario.

75. Reduced investment and efficiency would lower GDP growth to 1.7%

per year over the forecast period, reducing per capita consumption by

1.4Z a year. Employment in the formal sector of the economy would rise

very slowly, as controls directed more activities towards contraband
trade and other informal sector operations. Although external borrowing

would decline relative to the base scenario, slower exports and output

growth would mean little improvement in debt indicators. By 1997, debt

would equal 79.8% of GDP and interest payments 13.8% of exports under the

policy slippage scenario, about the same levels as in the base scenario.
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76. The implications for Bolivia'-s economy and the Bank program

would be severe. Further declines in consumption, coupled with little

improvement in social services, would have a calamitous affect on the

poor. The fall in living standards would intensify social conflicts and

further disrupt production. IDA lending would have to be sharply

reduced. Increased distortions and poor administration would probably
make it impossible to proceed with planned infrastructure loans or

technical assistance. However, depending on the extent of disorganiza-

tion in the Government, some lending for social programs might continue.

(iii) High Growth Scenario

77. While the future of the Bolivian economy is most likely to fall

within the range defined by the two scenarios described above, more

extreme outcomes are possible. Bolivia could achieve even higher rates

of growth than envisioned in the base scenario. Barring an unexpected

(and permanent) terms of trade gain, significantly higher growth would

most likely result from two sources: (a) a more rapid supply response to

the liberalization program, meaning that private sector investment and

savings would be higher than in the base scenario; and/or (b) a more

rapid than expected improvement in public sector administration, which

would increase efficiency and raise public confidence, and hence savings.

78. The high growth scenario illustrates the assumptions necessary

to produce a growth rate of 4.5% per year over the forecast period.

Domestic savings are one percentage point more of GDP than in the base

scenario, and the ICOR is assumed to fall to 3.5, compared to 4 in the

base scenario. Faster growth encourages increased inflows of net direct

foreign investment and a rise in official lending (because more efficient

administration permits faster disbursements and policy success attracts

greater bilateral flows), resulting in capital inflows 20% above that

received in the base scenario. Higher investment permits a rise in

export growth to 6.6% -per year (compared to 5.0% in the base scenario),

led by rapid growth in non-tin minerals and agricultural products. Under

these assumptions, per capita consumption would increase by 1.4% a year.

79. This scenario represents a much more optimistic view of

Bolivia's prospects than the base scenario. A rising standard of living

might facilitate efforts to redistribute income. Formal sector employ-

ment would increase very rapidly, because high growth would raise total

employment in the economy and because more efficient public sector

administration would reduce incentives for informal sector activities.

Even so, by 1997 Bolivia would remain not creditworthy for loans on

commercial terms. Debt would equal almost 4.5 times the value of export

revenues, and remain more -than 80% the size of GDP. This scenario would

imply no change in IDA's lending program (compared to the base scenario),

as Bolivia still could not afford to borrow at IBRD terms and IDA

resources are limited.

(iv) "Disaster" Scenario

80. Alternatively, policy performance could be even worse than

anticipated under the policy slippage scenario. In addition to

increasing controls, future Governments could return to running large

fiscal deficits financed through credit from the Central Bank. Private
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sector savings would disappear, with the exception of forced savings

through the inflation tax, and the demand for real money balances would

plummet. Bolivians would transfer their assets overseas, invest in

inflation hedges, or direct all transactions through the informal sector.

Capital inflows would dry up, owing to poor execution of projects,

economic chaos, and inability to repay external lenders. We have assumed

that Bolivia is forced to achieve balanced trade, owing to a break in

relations with creditors. Declines in domestic and foreign savings would

dramatically reduce the funds available for investment, which would be

allocated through various inefficient rationing schemes.

81. A wide variety of paths are imaginable under these circum-

stances; the projections shown in Table 1 (GDP growth of 0.7% per year,
and per capita consumption decline of 1.9Z a year) are simply one

possible scenario, by no means the worst, that could result. This

scenario would imply severe conditions for the poor, in some sense worse

than in 1980-85 because consumption declines would start from a lower

level. The disaster scenario would also imply a complete cessation of

the Bank's lending program and a *severe cutback on economic and sector

work, both because of difficulties in accomplishing anything in such an

atmosphere and because Bolivia would probably stop servicing IBRD and IDA

debt.

E. BANK ASSISTANCE STRATEGY

(i) Bank Assistance in Bolivia-History and Assessment

82. Bank operations in Bolivia fall into two distinct periods. The

"past" program, from 1964 to 1980, focused on infrastructure development and

direct production operations, with some lending in the social sectors from

the mid-1970s and a Structural Adjustment Loan in 1980. The "present"

program dates from 1985, and has supported the Government's new economic

programs. Between these two periods (from 1981 to 1985), the Bank made no

new loans to Bolivia as creditworthiness deteriorated and economic manage-

ment declined; we did, however, provide substantial technical assistance

through economic and sector work.

83. Bank management has reviewed the country strategy for Bolivia on

several occasions. Policy Framework Papers were considered by the OC (and

OPSC) in November 1986 and January 1988. A Division Country Brief (DCB),

outlining the country assistance strategy and proposed program, was reviewed

in November 1986. That review focused on the IDA allocation, the need to

work towards greater specificity in policy recommendations at both the

macroeconomic and sector levels, proposals (then under elaboration) for a

program to address the social costs of adjustment, and the role of the

cocaine economy. The last formal review of a Country Program Paper (CPP)

was in December, 1976. The Operations Committee has also reviewed the three

adjustment operations approved for Bolivia: RIC I (June 1986), RIC II (June

1987), and the Financial Sector Operation (June 1988).

84. Prior to 1980, Bank lending to Bolivia was dominated by development

of infrastructure and projects for the energy, agriculture, and mining

sectors. Bolivia was an IDA-only country until 1975, when IDA lending was

curtailed after the start of natural gas and petroleum exports. Most lending

was on Bank terms thereafter, with some blend operations in the late 1970s.
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Transportation was a focus of the early lending program, particularly the
railroads; these operations were generally successful. Lending to the

productive sectors had more mixed results. In the energy sector, the Bank

played a key role in establishing the national power company (ENDE) and in

overall development of the power sector; we also financed the expansion of

gas production and the gas pipeline to Argentina. In agriculture a series

of livestock projects met considerable success, but three ambitious rural

development projects approved in the mid-1970s did not meet their

objectives, in part because of troubled country conditions. Water supply

and education projects also met limited success. In mining, Bank assistance

consisted mostly of credit operations for the private sector, including a
fund for mining exploration which was not successful.

85. The Bank made a Structural Adjustment Loan to Bolivia in June,

1980, to support a stabilization and medium-term adjustment program. The

SAL program included: economic and financial stabilization measures agreed

with the IMF; specific measures for export promotion; and a public invest-

ment and financing program. The military government which took over in July

1980, however, could n6t keep the program on track. Reading some seemingly

hopeful signs, the Bank underestimated the political risks, and released the

SAL's second tranche in November 1980. The program was never revived

despite repeated efforts and hopes. This SAL is justifiably seen as one of

the least successful the Bank has supported.

86. From 1980 to 1985, growing economic chaos in Bolivia made new

lending increasingly futile. The Bank cut back its resident mission.and

struggled to rescue ongoing operations and to ensure service of Bank debt.

Work on several new operations proceeded, and continuous efforts were made

to reformulate an economic stabilization program and to resume lending. The

most lasting achievement of this difficult period was some excellent

economic and sector work, notably the 1985 Economic Report issued at the

time of the Bolivian elections; it was used in formulating the new Govern-

ment's economic program. Other work included studies on COMIBOL and the

private mining sector, on the Agricultural Credit Bank (BAB), and other

reports on agriculture, mining, and transport.

87. PPARs and PCRs, now virtually complete for all pre-1980 operations,

underscore the mixed results of past lending. The underlying lending

strategy was generally pragmatic and yielded important results. Nonethe-

less, both at a country and project level the Bank misread the underlying

trends of the 1970s and was caught up in the heady days of the petroleum

boom. The story of the early 1980s is one of persistence and frustration,.

as mounting difficulties confronted all operations, making project implemen-

tation virtually impossible and eroding the results of years of work.

Because Bolivia could not service Bank debt, disbursements were suspended

several times, once for over six months. Political activism affected Bank

operations directly, leading to frequent changes of project personnel and,

in some instances. demonstrations or takeovers. In sum, the -xperience of
the final years of the first phase projects was exceptionally difficult.

88. Shortly after the new economic program of the Paz Estenssoro

Government was introduced in August, 1985, the Government sought Bank

assistance, and the Bank moved quickly to respond. Work began almost

immediately on an emergency operation, a Reconstruction Import Credit based

on the economic program to provide quick-disbursing funds to priority
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sectors. Decisions were also made to revive the Consultative Group to help

mobilize external assistance, to establish a new Programs Division to help
rebuild the Bolivia program, and to reactivate the Bolivia Resident Mission.

The renewed operating program thus dates from FY86, and has entailed

intensive work to build up a new lending program, extensive economic and

sector analysis which has produced reports on most sectors and special

reviews of the public expenditure program, export prospects, the eastern

lowlands, and private sector issues, and resource mobilization work, largely
through the Consultative Group.

89. The Bank has played a central role in Bolivia's stabilization and

adjustment efforts over the past four years. Lending since FY86 has totaled

US$350.4 million, for 11 operations, all on IDA terms since Bolivia is

clearly not creditworthy for Bank lending. This support has been an

important part of the external resources mobilized for Bolivia's economic

programs, and has been associated with substantial cofinancing. -The opera-

tions include three quick-disbursing operations: two Reconstruction Credits,

designed to help rehabilitate key productive sectors, which have moved more

slowly than expected, and a Financial Sector Adjustment Operation. Two

special operations were developed to help cope with the social impact of

adjustment, through the Emergency Social Fund; this program has been highly

successful and should provide a basis for developing future poverty

programs. In addition, a pipeline of investment projects has been developed

and several are under implementation; of material assistance, given

Bolivia's very limited budget resources, has been the use of PPFs to help
prepare operations. A central focus of the program has been institutional

development, in line with our view of the weakness of economic management

and institutions and, more broadly, the need to rebuild a "lean and mean"

public service. These efforts, while substantial and much needed, represent

only a start on this formidable task.

(ii) Proposed Country Assistance Strategy

90. The proposed country assistance strategy will support the continua-

tion and deepening of the Government's medium term adjustment and develop-

ment programs. The focus will be on maintaining the macroeconomic frame-

work, boosting the level and efficiency of investment, both public and

private, and attacking poverty by expanding employment and income earning

opportunities and improving the delivery of social services (with reliance

on NGOs). Important features of the program are the emphasis on implemen-

ting the remaining regulatory reforms and other incentives for private

sector investment (the legislation for which is in large measure already

prepared); the importance of institutional development efforts given the

weakness of public services; and the stress on poverty alleviation in light

of Bolivia's grave poverty problems and poor prospects for achieving per

capita income growth during this century. External resource mobilization is

vital for the program's success so the Consultative Group will remain a

central focus of operations. Debt restructuring and ceduction. will remain

a priority as it is a precondition for success. Briefly, the central

strategic objectives are to:

(i) sustain current macroeconomic programs, with further reforms

in fiscal management (especially tax and budget systems);

(ii) pursue vigorous programs to rehabilitate and restructure the

key economic sectors (mining, agriculture, hydrocarbons);
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(iii) increase levels of public and private investment, impr oving

the quality of public investment and acting to develop incen-

tives and markets conducive to private investment;

(iv) develop and maintain essential infrastructure, particularly

-transport, in keeping with the growth strategy; and

(v) implement a comprehensive strategy to attack poverty and

increase the effectiveness of social development programs,

particularly in health and education.

(iii) Operational Program

Lending

91. The proposed five-year lending program for Bolivia for FY90-94

(base lending program) is summarized below; the details are in Annex 1.

The program includes both adjustment and investment operations. The main

focus of the program is on sector investment lending, with a high policy

content in all operations. The base program is all on IDA terms, since

Bolivia is not creditworthy for Bank lending. It averages US$82 million a

year.

Table 4: Proposed Five-Year Lending Program

1990 1991 1992 1993 1994 1990-94

FY Commitments IDA 80 75 80 85 90 410

CY Net Disbursements
IDA 57.5 74.6 82.1 42.3 44.1

IBRD -24.6 -25.2 -22.5 -19.6 -19.7

92. The proposed lending program reflects the country assistance

strategy in its dual focus on increasing the economy's productive capacity

and on poverty alleviation and human resource development. Ongoing and

proposed operations support sector adjustment and development programs in

mining and energy, with two proposed operations to support agriculture in

the eastern lowlands and the altiplano. Infrastructure development is

geared to export promotion and support for general increases in production

and basic services. The ongoing and proposed Financial Sector and Banking

Sector operation support the critical financial sector reforms on which the

revival and development of private investment, domestic and foreign,

depends. In parallel, an ambitious series of operations would follow up on

the poverty alleviation initiatives launched under the Emergency Social

Fund operations, with further lending for health, education, water supply,

and to the Social Investment Fund for community based projects, many to be

implemented by NGOs.

93. The proposed program includes only one quick disbursing operation

(Banking II), because it has been geared to the long term objective of

building the institutional and productive capacity to develop the produc-

tion base and sustainable public services. However, further quick-disbur-

sing assistance, linked to a renewed adjustment effort, may prove necessary

early in the next Government, primarily because of the new shock Bolivia is

experiencing with delayed or absent payments from Argentina for gas ship-
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ments. The Bank should use its good offices to encourage Argentina to

continue paying for Bolivian gas. If this situation is not rectified, a

major review of priorities and programs will be essential, tied to new

efforts to mobilize financing to meet a critical external gap. We are

preparing contingency proposals to present to the new Government on the

nature of adjustments that might take Bolivia some way towards meeting this
new crisis. Another possibility, not included in the base program, is IBRD

lending for enclave operations in the energy and mining sectors, with
appropriate guarantees. If investments were well justified on economic and

financial grounds, such lending could contribute materially to improving
growth prospects, but the possibilities for such operations are too unclear

at present to include them in the program.

94. The lending program is predicated on the Government maintaining

its commitment to the adjustment program followed since 1985, and under-

taking the improvements in incentives outlined in the base scenario (as

described in the section on macroeconomic prospects). However, if policies

were to deteriorate as described in the policy slippage scenario (for

example, reimposition of price controls, interest rate ceilings, restric-

tions on foreign exchange transactions, or quantitative trade controls), we

would have to reduce the program. The particular credits deleted would

depend on the severity of the distortions introduced and the extent to

which they affect the sector involved. For example, if the Government were

to reimpose controls on agricultural prices, we would be unlikely to go

forward with an operation to raise agricultural production. Under the

assumptions of the policy slippage scenario, in which a set of distortio-

nary policies are introduced across the board, the IDA program would be
limited to a few social development and poverty-oriented operations, which

are listed under the Core Poverty Program in Annex 1B.. Should macro-

economic policies deteriorate to the extent described in the disaster
scenario, then it is likely that all credits would be eliminated.

Economic and Sector Work

95. An ambitious economic and sector work program has supported our

policy dialogue, lending work, and aid coordination and mobilization

efforts. Over the past three years, we have prepared three macroeconomic

reports and carried out reviews of public sector investment; produced

sector reports on transport, health, agriculture, and finance; and under-

taken special studies on export prospects, development of Bolivia's eastern

lowlands, private sector issues, the informal sector, issues for women-in-

development, and the environment. The Bank has also jointly prepared and

updated two Policy Framework Papers, with the IMF and the Government. Much

of this economic and sector work has directly served the Bolivia

Consultative Group and has supported the Government's efforts to elaborate

a new long term development strategy.

96. The planned economic and sector work program for FY90-92 is

organized around regular economic reports and reviews of public investment

and expenditures, which will serve as the major documentation for annual CG

meetings; in some years the two exercises will be combined. As Bolivia has

an ESAF program with the IMF, we also expect to produce annual Policy

Framework Papers. Additional sector work or special studies will focus on

the following topics:
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97. Poverty. A major study in FY90 will examine the root causes of

poverty, assess macroeconomic and sector policies and programs in terms of

their impact on the poor, and propose policy and investment options for

increasing employment and income. Special attention will be given to

employment issues for agriculture, manufacturing, and services. Social

services administration and financing issues (including ways to improve

efficiency) will be examined with a view to extending service coverage and

targetting services better to vulnerable groups. This review should assist

in formulating a well-articulated poverty alleviation strategy and would be

a topic for discussion at a Consultative Group meeting.

98. Agriculture in the Altiplano. This review would focus on the

problem of low agricultural productivity and small farmer incomes in the

altiplano. The study would examine the region's natural resources in terms

of their current use and potential for crop and livestock production;

assess alternative technologies, including irrigation, and production

systems suitable for the area and identify those which show promise for

widespread dissemination; review experience in managing credit and other

support services (including marketing and transport) and options for

improvement; and identify social and cultural constraints to dissemination

and adoption of new techniques. The results would enrich the poverty

alleviation strategy and agriculture sector operations.

99. Industrial Development. Despite extensive policy reforms to

promote industrial development and growth, structural and other impediments

still impede reactivation of industry. Among these are: a continuing

shortage of working capital in combination with high interest rates, weak

institutions to support private sector initiatives, infrastructural

deficiencies, a weak financial system, and.wide spread contraband. The

proposed sector review will examine structural and policy constraints to

industrial development and make recommendations on needed improvements in

the policy framework and on financing, infrastructure, and institutional

support.

100. Eastern Lowlands Development Options. With the rapid growth of

economic activity in this region, and the absence of planning or even

elementary controls on land use, a clear development strategy is essential.

Our FY88 Regional Development Study laid the groundwork for such a strategy

but additional work is required. The proposed study would identify

options, issues, and tradeoffs which regional authorities should consider

in planning for development of resources and infrastructure in the low-

lands. Institutional constraints to implementation will also be examined.

The study would devote special attention to environmental issues raised by

the- exploitation of land and forest resources, gas and oil exploration and

development, road construction, slash and burn agriculture, road construc-

tion, and other activities.

Resident Mission

101. The Bank's Resident Mission in Bolivia was reactivated with the

appointment in October, 1986 of a new Resident Representative; when his

predecessor left Bolivia in November, 1983, he was not replaced because of

the deteriorating economic situation, although the office remained open.

The objectives of the Mission have been to: (i) provide technical support

for the Government's reform programs; (ii) rebuild the depleted Bank
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lending program, and (iii) support aid coordination and preparatory work

for the Bolivia-Consultative Group. The Resident Mission has made many

useful contributions to all three objectives. It also plays a key

continuing role in project implementation, flagging and following up on

issues; this role has particular importance given the very difficult

implementation problems facing the Government. The Resident Mission has

been active in aid coordination among the donor agencies in La Paz and

should continue this as a complement to the Consultative Group. The role

of the mission is being enlarged with use of local staff and consultants,

especially to assist on implementation assistance.

Consultative Group

102. The CG for Bolivia was revived in December of 1986 after a nine

year hiatus. The CG last met in Paris on July 6-7, 1988; it is scheduled

to meet again in October 1989, after the new Government takes office. The

next CG meeting will focus on the new Government's macroeconomic program

and the medium-term issues of economic management, adjustment, debt and

growth. It also should examine the Government's public sector investment

program and review progress and problems on program monitoring and

implementation. Poverty and environmental issues should be at the fore-

front of the next meeting, to encourage the new Government to give these

issues priority on its development agenda. The 1990 CG meeting should

focus more specifically on medium term issues, including agricultural

development strategy and poverty alleviation programs. In sum, the Bank

should plan to continue its active support of the Consultative Group, with

regular annual meetings and special sub-group meetings on topics of special

interest.

International Finance Corporation

103. IFC plans to increase its investments by US$40 to US$60 million in

Bolivia over the next three to four years. It is likely to concentrate its

investments in mining, energy, and agro-industries which will support our

objectives for the productive sectors and contribute to private sector

development. In mining, IFC plans to provide US$20 to $30 million to the

larger mining companies for restructuring and modernization programs. In

energy, it is considering investing in exploration and field development of

oil and gas with two foreign oil companies and is examining projects for

domestic consumption of natural gas. In agro-industries, it is examining

investments for-promoting the export of flowers and coffee and for meat

processing for domestic consumption. IFC's increased involvement in

Bolivia is important for encouraging domestic private investment as well as

foreign investment. IFC should consider offering Bolivia other assistance

to strengthen the role of the private sector. IFC participation in future

CG meetings would keep the donor community apprised of its activities and

plans and might encourage private foreign investment in selected opera-

tions.

Bank Exposure, Creditworthiness, and Risk

104. Since the Bank began operations in Bolivia in 1964 it has made a

total of 14 loans and 24 credits for a total of US$646 million. The gap in

Bank/IDA lending from 1980 to 1986 depleted the portfolio so that the

undisbursed balance stood at about US$15 million in FY86. Bolivia has
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largely maintained payments 
on its debt to the World 

Bank, the IMF and the

Darelthoigthifod brie peiods the Government has fallen into arrears 
to

IDB, although for brief periods crntndpoected debt service

all three institutions. Bolivia's current and projd 1988-1993 are as

obligations on IBRD and IDA borrowing 
for the perio

follows:

Table 5: Debt Service ObligatiOnS

(Percent)

1987 1988 1989 1990 1991 1992 1997

Debt Service to the 
Bank 11.0 12.3 12.5 10.2 9.9 8.6 8.1

Total Debt Service

Debt wed the Bank

Total Debt 9.3 12.6 12.3 12.1 1Z.0 12.2 14.2

Debt Service to the Bank

Exports of Goods 
and

Services 5.5 6.4 5.7 4.9 4.1 4.1 2.1

This table indicates that the projected 
lending program for Bolivia would

imply no significant increase in 
the Bank's exposure; as all new lending is

on IDA terms, debt service payments 
to the Bank would fall as Bolivia pays

off its old IBRD debt. Therefore, debt service paid the Bank is projected

to decline from 6.4% of exports and 
12.3% of total public 

debt service in

1988 to 2.1% and 8.1% respectively 
by 1997. Debt owed to the Bank 

would

rise slightly from 12.6% 
of public debt in 1988 to 14.2% by 

1997, almost

all of this representing 
IDA debt by 1997. Bolivia benefitted from 

an IDA

reflow allocation of 
US$11.8 million, approved 

by the Board in March 
1989,

and should be eligible 
for further assistance 

in future.

105. Bolivia is not creditworthy 
for loans at commercial terms, 

and has

little prospect of becoming so for the 
foreseeable future, as levels of

debt and debt service are unacceptably 
high. Debt owed by the public

sector exceeded five times the value 
of export receipts and 80% of GDP in

1988, and debt service obligations were over 
half of exports, despite

reschedulings. Market behavior confirms this judgkent: commercial banks

have accepted 11 -cents on the dollar to 
retire bank debt. It is thus

doubtful that banks will soon provide 
new loans beyond short-term finance.

In our most likely scenarios, debt service is projected to exceed 24 of

exports and debt to remain at about 
80% of GDP by 1997, even with most

loans at concessional terms. Even if Bolivia's performance is much better

than expected, the small industrial base 
and heavy dependence 

on a few

primary commodity exports 
make it a considerable risk for loans at commer-

cial terms. As an illustration of the 
risks involved, we have run a

scenario in which the price 
Bolivia receives for tin and natural 

gas are

25% below that projected in the base scenario. Assuming no changes 
in

policy to compensate for this fall in revenues, GDP growth would decline 
to

1.9% a year in 1989-97, compared to 3.1% in the base scenario, 
and ratios

of debt to GDP and interest 
owed to exports would 

increase further. This

vulnerability to external 
shocks makes Bolivia a very poor 

credit risk.
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Table 6: Impact of Price Shock

(percent)

GDP Growth Interest/Exports Debt/GDP
1989-97 1988 1997 1988 1997

Base Scenario 3.1 31.3 13.2 87.1 79.5

25% Fall in Tin 1.9 17.6 88.7

and Gas Prices

106. The country strategy involves important risks, beyond this basic

creditworthiness issue. They are tied to the prospects for achieving the

strong economic management and political stability that are essential for

Bolivia to succeed. If the current macroeconomic program is not sustained,

a sharp decline in economic performance is almost certain, making normal

investment operations and of course policy reform virtually impossible.

Hard won gains could be quickly lost. The stance of the major candidates,

that the program must be continued, and the response of the electorate give

reason for hope that the program will be maintained but a reversal or, even

more likely, policy slippage, are a real risk. Even if the current policy

measures are maintained, there are risks that the modest growth targets for

the medium-term will not be achieved because of inadequate resources to

finance projected investment, a shortfall in Government revenues prior to

1992, created by a steeper decline in gas exports to Argentina than anti-

cipated, or inadequate administration of public sector resources. Much

will depend upon the, performance of the new government and the confidence

it instills in domestic financial markets and in the donor community.



ANNEX .A

PROPOSED LENDING OPERATIONS

(US$ millions)

Last FY Total

Actual Current Current Current Currnet Current Quinquennial

88 FY89 FY90 FY91 FY92 - FY93 Lending Oper.

IBRD IDA IBRD IDA IBRD IDA IBRD IDA IBRD IDA IBRD IDA IBRD IDA

Non-Adjustment Lending

Agriculture
Eastern Lowlands 36.0 35.0

Agricultural Development ____ 20.0 20.0

Total Agriculture 35.0 20.0 55.0

Education
Education Project 20.0 20.0

Total Education 20.0 20.0

Energy
Gas/Power 20.0 20.0

Total Energy 20.0 20.0

Industrial Development/Finance

Financial Sector 70.0 70.0

Financial Sector--Supplemental Cr. 11.3 11.3

Mining I 25.0 . 25.0

Private Enterprise 15.0 15.e

Banking Sector II 80.0 60.

Mining Sector II - 35.0 35.0

Total Indus.Dev/Finance 70.0 38.3 15.0 35.0 80.0 216.3

Industry
Industry 30.0 30.0

Total Industry 30.0 30.0

Water Supply & Sewerage
Water Supply and Sewerage 20.0 20.0

Total Water Supply and Sewerage 20.0 20.0

Transport

La Paz Municipal 15.0 15.0

Export Corridors 37.0 37.0

Road Maintenance 30.0 30.0

Total Transport 15.0 37.0 30.0 82.0

Population and Health

Integrated Health Development 20.0 20.0

Total Population and Health 20.0 20.0

Non-sector Specific

Emergency Social Fund II 24.7 27.4

Social Investment Fund I 25.0 25.0

Social Investment Fund II 25.0 25.

EMSO 9.7 9.1

Total Non-sector Specific 24.7 9.7 25.0 25.0 84.4

GRAND TOTAL: 109.7 83 75 95 80 - 105 547.7



ANNEX 1B

PROPOSED LENDING OPERATIONS
(US$ millions)

"Core Poverty Program"

FY90 FY91 FY92 FY93 TOTAL

Education 20.0 20.0
20.0

Population & Health 20.0 20.0
20.0

Social Investment Fund 25.0 25.0
Social Investment Fund II 25.0 25.0

50.0

Total IDA 25.0 20.0 20.0 25.0 90.0



ANNEX 2

SUMMARY OF ECONOMIC AND SECTOR WORK
(staffweeks)

Last
FY88
Actual FY89 FY90 FY91

ECONOMIC WORK

Updating Economic Memorandum 50.6

PSER 4.9
Eastern Bolivia Study 38.4
Environment 42.1

Country Economic Memorandum 63.0 2.0

Public Sector Expenditure Review 38.0 2.0

Environment Issues Paper 12.0

Policy Framework Paper 2.0 4.0 4.0

Poverty Study 5.0 61.0

Women in Development 5.0 2.0 5.0

CEM/PSIR 91 15.0 35.0

Total Economic Work: 136.Q 125.0 86.0 44.0

SECTOR WORK - Regional Managed:

Agricultural Sector Review 10.2 4.0

Agriculture in the Altiplano 60.0

Industrial Development 40.0

Eastern Lowlands Development Program 25.0

Banking Sector 1.0 6.0

Industrial & Trade Sector 1.3 2.0 8.0

Gas Sector 15.3
PHN Sector Review 18.7

Export Corridors 18.0

Total Sector Work: 64.5 12.0 8.0 125.0

GRAND TOTAL 200.5 137.0 94.0 169.0



KEY INDICATORS

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1997

GDP Growth Rate -4.4 -8.5 -0.3 -0.2 -2.9 2.1 2.8 3.5 4.0 3.9 1.1 3.3 3.2 3.2

GNP growth Rate -6.4 -6.1 0.4 -1.6 -2.1 2.8 3.6 1.6 8.8 4.4 1.6 3.7 3.4 3.3

GNP/Capita Growth Rate -0.2 -8.9 -2.4 -4.3 -4.9 -0.2 0.8 -1.3 4.0 1.7 -1.3 0.9 0.6 0.5
Consumption/Capita Growth Rate 1/ -6.8 -6.4 -6.0 1.3 -3.8 -1.1 -8.0 -1.1 -1.8 -0.1 1.7 -0.3 -0.8 -1.2

Total DOD 2/ (in US$) 3087.6 3468.6 3567.3 2961.6 3614.1 4398.0 4123.1 4278.6 4678.2 6086.5 5481.7 6865.6 8189.6 7084.3

DOD/IGS 3/ 266.8 303.4 336.2 260.6 326.2 349.3 370.2 306.4 326.6 331.0 346.9 351.0 .348.2 328.5

DOD/GDP 48.9 67.4 41.8 89.9 99.4 103.0 93.0 89.6 90.3 89.7 91.7 90.4 88.2 79,7
Debt Service (in US$) 668.0 639.2 526.0 382.9 274.8 367.6 379.6 383.6 459.8 466.7 488.4 459.0 480.3 438.7

Debt Service/IGS 48.3 66.9 49.4 30.7 24.8 29.2 34.1 27.5 32.1 30.4 30.8 27.5 27.0 20.3

Debt Service/GDP 8.9 10.6 6.2 7.5 7.6 8.6 8.6 8.0 8.9 8.2 8.1 7.1 6.8 4.9

Interest/IS 16.8 18.2 18.0 18.7 16.1 24.1 18.9 16.3 14.9 13.8 13.0 12.3 11.9 10.6
Interest /GDP 2.9 3.1 2.2 4.5 4.9 7.1 4.7 4.8 4.1 3.8 3.4 3.2 3.0 2.6

Gross Investment/GDP 12.45 12.6 11.9 12.7 5.6 10.0 10.0 12.4 14.2 14.6 14.6 14.4 14.4 14.3

Domestic Savings/GDP 22.7 22.9 17.5 11.6 3.8 4.0 6.6 7.7 9.5 10.3 9.1 9.8 10.2 12.3
National Savings/GDP 18.3 17.6 13.0 5.3 -2.2 0.6 3.9 3.1 7.3 8.4 7.6 8.2 8.8 10.9

Marginal National Savings Rate 40.8 19.8 -608.6 3331.2 36.4 44.2 224.9 4.0 139.0 56.0 -181.0 49.9 63.5 59.7
Public Investment/GDP 7.4 8.4 8.4 8.1 3.2 6.6 7.1 7.1 7.5 7.7 7.6 7.6 7.8 7.6
Private Investment /ODP 5.6 3.3 3.8 2.7 2.9 4.3 4.0 4.6 4.7 4.9 4.9 4.9 4.9 4.8
Ratio of Public/Private Investment 1.3 2.6 2.2 3.0 1.1 1.6 1.8 1.6 1.6 1.6 1.6 1.6 1.6 1.6

ICOR 4/ -6.6 -3.8 -6.1 34.2 9.1 6.1 3.1 3.9 3.8 4.0 3.9

Government Revenues/GDP 5/ 5.6 7.8 3.3 9.1 15.6 14.4 -15.6 16.6 17.4 17.7 16.3 16.7 17.3 17.8
Government Expenditures/GDP 21.3 24.8 24.6 18.0 18.6 14.7 13.2 15.7 18.3 18.0 15.6 15.2 15.0 14.4
Deficit (-) or Surplus (+)/GDP -15.8 -17.0 -21.3 -8.9 -3.0 -0.3 2.4 0.9 1.1 1.8 0.7 1.5 2.3 3.4

Export Growth Rate 6/ -5.9 -8.9 -5.8 -15.7 17.7 0.0 8.9 7.7 7.9 5.8 -12.4 5.4 6.1 6.8

Exports/GDP 13.2 12.6 8.5 12.8 16.3 12.3 12.0 12.9 13.4 13.6 11.9 12.0 12.3 13.4

Import Growth Rate 8/ -37.6 1.3 -16.1 48.4 -18.8 2.7 -20.3 20.7 10.1 6.1 0.8 3.2 3.2 3.2

Imports/GDP 9.2 9.8 5.8 14.2 18.6 18.0 14.9 17.3 18.2 18.3 18.0 17.8 17.8 17.1

Current Account (in USS) -219.1 -204.1 -194.5 -429.8 -405.0 -516.1 -388.8 -561.3 -482.6 -477.0 -548.7 -536.6 -625.5 -429.9

Current Account/GDP -3.6 -3.4 -2.3 -8.8 -11.1 -12.1 -8.8 -11.7 -9.3 -8.4 -9.1 -8.3 -7.6 -4.8

Terms of Trade Index 103.7 103.0 108.8 114.8 72.6 81.8 54.0 55.9 56.4 56.9 58.1 58.3 58.5 59.5

1/ High growth rates of consumption in projections reflect mechanical rebasing of national accounts from 1987 prices to 1980 prices.

Consumption growth rate is about one percentage point lower at 1987 prices.
2/ All debt and debt service data include only long term, public and publicly guaranteed debt.
3/ Imports of Goods and Services.
4/ Five year ICOR (sum of investment in five previous years divided by change in GDP over the period).
5/ Data'refers to central administration only (including both current and capital accouts).
8/ Merchandise



BOLIVIA - NATIONAL ACCOUNTS

National Accounts Indicators as Shares of GDP at Current Prices (%)

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

DP at m.p. 100.0 1080 1800 100.0 100.8 100.0 110.0 108.0 108.0 100.0 100.0 100.0 100.0 100.0

Net Indirect Taxes 2.7 3.0 0.9 0.4 0.3 0.8 1.2 2.2 1.9 1.8 1.8 1.7 1.8 1.7

Agriculture 18.4 18.0 19.6 21.6 22.4 27.6 24.4 22.6 23.7 23.2 22.3 21.9 21.9 21.2

Industry 34.1 31.6 32.7 30.8 28.4 27.9 22.6 23.7 23.7 24.8 25.8 26.0 25.8 28.2

(of which Manufacturing) 18.3 19.1 13.8 17.9 19.8 18.6 16.8 13.2 13.3 13.2 13.6 13.9 14.2 16.6

(of which Mining) 16.8 12.5 18.9 12.9 8.6 9.2 6.8 10.6 10.4 11.6 12.1 12.1 11.4 11.6

Services 44.9 47.3 46.8 47.2 48.9 43.7 61.8 61.5 50.8 60.2 60.2 50.4 50.7 48.9

lesource Balance 5.5 2.6 10.4 9.6 6.7 -1.1 -1.8 -6.1 -3.5 -4.6 -4.7 -4.3 -6.4 -2.0

Exports of GNFS 25.8 24.2 36.2 31.0 16.7 20.7 23.9 16.3 16.1 16.3 17.2 17.5 18.2 18.6

Imports of GNFS 20.2 21.6 24.8 21.4 10.0 21.8 25.7 21.4 18.6 21.0 21.9 21.8 21.8 20.6

otal Expenditures 94.6 97.4 89.8 90.4 94.3 101.1 101.8 106.1 103.6 104.6 104.7 104.3 105.4 102.0

Total Consumption 79.8 80.6 77.3 78.0 82.6 88.4 96.2 96.0 93.5 92.3 90.5 89.7 90.9 87.7

Private Consumption 68.9 87.8 66.7 69.8 69.6 74.4 88.5 86.3 84.0 82.9 81.3 80.5 81.6 78.0

General Government 12.9 12.7 10.6 8.2 12.9 14.0 9.7 9.0 8.3 7.8 7.5 7.6 7.6 7.9

Gross Domestic Investment 14.7 18.9 12.4 12.5 11.9 12.7 6.8 10.0 10.8 12.4 14.2 14.6 14.5 14.3

Fixed Investment 14.2 13.9 13.0 11.7 12.2 10.9 8.1 10.8 11.1 11.7 12.2 12.8 12.6 12.4

Changes in Stocks 0.4 3.0 -0.8 0.7 -0.3 1.8 -0.6 -0.8 -1.0 0.7 2.0 2.0 2.0 2.0

troas National Product 94.1 93.8 92.8 92.9 93.1 91.6 91.5 93.7 94.3 92.4 94.9 95.4 96.7 96.8
(Dt~

Iross Domestic Saving 20.2 19.6 22.7 22.0 17.5 11.8 3.8 4.0 6.6 7.7 9.5 10.3 9.1 12.3

Net Factor Income -5.9 -8.4 -7.4 -7.1 -6.9 -8.4 -8.6 -6.3 -5.7 -7.8 -6.1 -4.6 -4.3 -3.2 0

Net Current Transfers 1.2 0.8 1.0 2.6 2.4 2.2 2.6 3.0 3.1 3.0 2.9 2.7 2.7 1.8

lross National Saving 15.5 13.9 18.3 17.5 13.0 6.3 -2.2 0.6 3.9 3.2 7.3 8.4 7.6 10.9



BOLIVIA - NATIONAL ACCOUNTS (continued) 11 May 198Q

B. National Accounts Growth Rates (%) at Constant Prices

1966-73 197a-80 1980-87 1983 1984 1986 1988 1987 1988 1989 1987-92 1992-97

GDP at m.p. 4.4 3.8 -1.6 -6.5 -0.3 -0.2 -2.9 2.1 2.8 3.6 3.3 3.4

Net Indirect Taxes .. 3.6 -11.6 -80.8 -22.2 179.2 43.0 6.9 -12.3 -0.3 -0.7 2.0

Agriculture 3.6 3.1 1.8 -16.4 22.9 9.1 -4.7 -0.2 -0.4 2.6 2.1 4.3

Industry 5.3 -0.1 -6.3 -4.3 -11.9 -11.1 -8.0 2.1 7.7 6.9 6.7 6.3

(of which Manufacturing) 4.2 5.1 -6.3 -4.0 -11.6 -9.7 -0.2 2.6 4.4 3.0 4.9 6.8

(of which Mining) 6.9 -4.4 -6.4 -4.7 -12.2 -12.6 -16.6 1.6 11.6 11.1 6.5 3.7

Services 3.8 7.7 0.2 -2.7 -0.9 1.0 -0.2 3.1 2.3 2.3 2.7 2.1

Exports of GNFS 4.3 -1.8 -1.5 -11.9 -2.2 -8.3 12.1 1.5 6.6 8.9 4.7 7.6

Imports of GNFS 4.0 -1.6 0.4 3.1 -17.0 29.7 -2.2 12.7 -16.6 18.9 2.5 3.4

Total Expenditures 4.3 4.2 -1.2 -3.1 -3.2 7.3 -6.2 4.6 -2.5 4.7 2.7 2.2

Total Consumption 3.6 6.3 -0.6 -3.6 -2.2 4.2 -0.9 1.7 -3.2 1.6 1.3 2.0

Private Consumption 2.9 6.1 -0.9 -6.1 -3.3 4.4 0.4 2.6 -3.9 1.6 1.1 1.6

General Government 8.4 8.8 1.4 8.2 2.3 3.4 -6.4 -1.9 0.8 2.0 2.3 4.2

Gross Domestic Investment 8.9 -0.4 -6.9 0.9 -10.9 33.0 -40.3 38.4 2.6 28.0 13.5 3.2

Fixed Investment 7.3 4.0 -6.9 0.6 -6.7 -9.2 -3.1 4.8 6.0 9.4 6.9 3.2

Changes in Stocks .. .. 11.9 263.8 -1406.6 -777.2 -136.2 -181.1 -19.3 243.3 72.9 3.3

Capacity to Import 6.1 -1.7 -7.6 6.1 -10.2 -21.3 -4.3 -13.3 -6.3 12.1 3.4 7.0

Terms of Trade Adjustment .. .. .. -286.4 -77.7 -605.8 133.4 46.5 26.1 4.6 6.0 6.0

Gross Domestic Income 4.9 4.0 -3.0 -2.1 -2.5 -3.6 -6.7 -1.0 0.6 3.4 2.7 2.9

Gross National Income 4.7 3.4 -3.2 -1.3 -2.0 -6.0 -6.2 -0.7 1.1 1.0 3.2 3.1

Gross National Product 4.2 3.2 -1.7 -8.1 0.4 -1.6 -2.1 2.6 3.6 1.4 3.8 3.7

Gross Domestic Saving 10.9 -1.0 -7.2 -18.7 9.2 -19.4 -14.3 6.2 41.3 '11.8 16.6 8.9

Net Factor Income .. .. -0.3 -12.0 -9.4 18.9 -12.7 -4.2 -6.6 37.4 -4.2 -2.3

Net Current Transfers .. .. 6.9 139.4 -16.1 -10.6 4.1 -1.8 8.7 4.4 6.2 0.1

Gross National Saving 10.2 -5.1 -8.9 -10.2 14.9 -36.6 -11.7 11.3 88.3 0.6 27.6 10.6



BOLIVIA - NATIONAL ACCOUNTS (Continued) 11 May 1989

. Price Indices (1989=1) 1988 1983 1984 1986 1986 1987 1966-73 1973-80 1980-87

:onsumer Prices (IFS 84) 1.0 1.1 15.3 1812.0 6820.0 7815.0 8.8 16.1 259.9

Aplicit GDP Deflator 1.0 12.5 168.1 19471.2 85172.2 80086.1 9.6 21.0 401.8

:mplicit Expenditures Deflator 1.0 12.0 173.2 20011.2 69822.1 87280.4 9.8 20.1 408.0

)eflators for Sector Value Added:

Agricultural Sector 1.0 15.0 169.9 22129.3 88753.6 77581.9 9.3 19.8 399.3

Industrial Sector 1.0 11.8 168.0 21196.2 60737.7 78196.5 11.4 23.8 400.1

Services Sector 1.0 12.0 168.6 17288.2 66552.5 80653.1 8.8 21.0 402.3

). Other Indicators 1973-80 1980-87 1987-92 1992-97

'rowth rates (X p.a.):

Population 2.6 2.8 2.8 2.8

Labor Force 2.8 2.8 2.8

Gross Ntl. Income p.c. 0.7 -4.5 0.7 0.7

Private Consumption p.c. 2.4 -3.7 -1.7 -1.3

Import Elasticity:
Imports (G+NFS)/GDP(MP) -0.4 -0.2 0.8 1.0

aerginal Savings rates:

Gross National Savings -30.8 67.9 78.1 56.1
Gross Domestic Savings -8.0 74.5 64.5 53.2 M

[COR (period averages): 1/ 5.9 -7.8 3.9 3.9

L/ ICOR in projections based on 1987 prices.



BOLIVIA - NATIONAL ACCOLTS (continued) 11 May 1989

National Accounts (millions of LCUs at 1980 prices)

1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

DP at m.p. 122950.0 110943.0 110611.0 110445.0 107211.0 109479.0 112553.0 116521.7 121180.0 125928.3 127308.4 149213.8

Net Indirect Taxes 3292.0 427.0 332.0 927.0 1326.0 1404.0 1231.9 1228.2 1275.8 1269.7 1352.2 1487.8

Agriculture 22563.0 19981.0 24552.0 26789.0 25534.0 25483.0 25381.1 26041.0 26822.2 27626.9 28179.4 34284.6

Industry 41902.0 36116.0 31815.0 28270.0 28018.0 26573.0 28625.1 30596.8 32675.8 34405.9 34086.8 43159.7

(of which Manufacturing) 22495.0 17502.0 15480.0 13986.0 13956.0 14318.0 14948.0 15396.4 16320.2 17299.4 17818.4 23845.1

(of which Mining) 19407.0 18614.0 16335.0 14284.0 12062.0 12255.0 13677.1 15200.3 16355.6 17106.5 16268.4 19314.6

Services 55193.0 54419.0 53912.0 54459.0 54333.0 56019.0 57315.0 58655.8 60406.1 62625.8 63690.0 70281.8

esource Balance 6726.0 6301.0 9352.0 1812.0 5333.0 2903.0 8693.0 7763.6 8498.1 9493.3 6405.0 14856.6

Exports of ONFS 31521.0 27786.0 27180.0 24934.0 27943.0 28375.0 29950.6 32618.0 35596.6 37928.2 35069.1 48363.7

Imports of GNFS 24795.0 21485.0 17828.0 23122.0 22610.0 25472.0 21257.6 24854.4 27098.5 28434.9 28664.1 33507.0

otald Expenditures 116224.0 104642.0 101259.0 108633.0 101878.0 106576.0 103860.0 108758.2 112681.9 116435.0 120903.4 134357.2

Total Consumption 98166.0 92369.0 90326.0 94088.0 93195.0 94736.0 91720.2 93221.3 94151.3 96684.1 101059.7 111314.9

Private Consumption 82258.0 74263.0 71803.0 74936.0 75268.0 77150.0 74134.2 75283.5 75854.8 77674.1 81479.4 87604.7

General Government 15908.0 18106.0 18523.0 19152.0 17927.0 17586.0 17586.0 17937.7 18296.5 19010.0 19580.3 23708.1

Gross Domestic Investment 18058.0 12273.0 10933.0 14545.0 8683.0 11840.0 12139.9 15536.9 18530.6 19750.9 19843.7 23042.3

Fixed Investment 17514.0 12227.0 11534.0 10475.0 10155.0 10646.0 11176.8 12230.4 13308.9 14240.5 14295.7 16572.6

Changes in Stocks 544.0 46.0 -601.0 4070.0 -1472.0 1194.0 963.1 3306.5 5221.7 5510.3 5548.0 6469.7

apacity to Import 31521.0 31069.6 27911.5 21967.3 21019.4 18230.4 17255.3 19348.9 21283.4 22837.7 21521.5 30233.3

rerms of Trade Adjustment 0.0 3283.6 731.5 -2966.7 -6923.6 -10144.6 -12695.3 -13269.0 -14313.2 -15090.5 -13547.6 -18130.4

iross Domestic Income 122950.0 114226.6 111342.5 107478.3 100287.4 99334.4 99857.7 103252.7 106866.7 110837.8 113760.8 131083.5

iross National Income 115700.0 106356.6 104213.5 99002.3 92887.4 92245.7 93235.2 94151.7 100478.6 104815.5 108158.8 126112.5 - z

iroas National Product 115700.0 lU3073.0 103482.0 101969.0 99811.0 102390.3 105930.4 107420.7 114791.8 119906.0 121706.3 144242.9 X

1ross Domestic Saving 24784.0 15574.0 20285.0 16357.0 14016.0 14743.0 20832.8 23300.5 27028.7 29244.1 26248.7 37899.0

Net Factor Income -7250.0 -7870.0 -7129.0 -8476.0 -7400.0 -7088.7 -6622.6 -9101.0 -6388.1 -6022.3 -5602.1 -4970.9 4-

Net Current Transfers 1487.0 2857.4 2425.8 2171.0 2260.0 2224.1 2418.2 2524.1 2630.0 2718.3 2806.6 2824.2

iros, National Saving 19021.0 1761.4 15581.8 10052.0 8876.0 9878.4 16628.5 16723.6 23270.6 25940.2 23453.2 35752.2



BOLIVIA - EXTERNAL TRADE 12 May 1989

Volume, Value and Prices

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

rchandise Exports

(Vol. Index 1980=100)

tural Gas 100.0 107.5 112.6 109.0 108.3 108.5 108.5 65.1 68.3 68.3 68.3 68.3 34.2 34.2 34.2 34.2

100.0 107.7 97.2 71.3 90.1 66.4 74.5 47.9 49.8 65.5 75.5 74.7 74.0 73.2 72.5 71.8

Va 100.0 41.9 127.1 149.3 57.5 135.6 348.4 374.6 331.9 355.4 462.1 577.6 693.1 831.7 998.1 1177.7

Ivor 100.0 115.9 85.7 89.8 45.4 29.5 89.7 86.0 123.4 127.9 162.5 206.3 262.1 288.3 317.1 348.8

mar Exports 100.0 62.8 64.9 175.4 49.0 42.6 26.2 41.0 43.4 48.0 51.9 56.1 61.0 65.4 70.8 76.7

rchandiae Exports (FOB) 100.0 97.8 92.1 83.9 79.0 66.6 88.0 78.4 83.8 90.2 97.4 103.0 90.3 95.2 101.0 107.4

(Value - Curr. mill. 6)
tural Cas . 220.9 336.7 381.6 378.2 375.7 372.6 328.7 248.6 213.0 235.8 252.5 267.2 141.3 149.5 158.2 167.4

378.1 343.1 278.3 207.9 247.7 173.2 104.0 .68.8 73.8 112.3 149.7 156.0 162.7 169.6 176.9 184.4

a 8.1 3.6 7.4 4.6 1.5 5.3 17.3 19.2 19.7 20.9 24.5 32.1 40.4 50.8 64.0 79.2

Ivor 118.3 71.7 37.1 58.3 21.4 10.2 27.3 33.3 46.5 52.6 64.0 83.3 108.5 122.3 137.9 155.5

rir Exports 218.8 157.4 123.2 106.3 78.1 62.3 79.2 155.3 177.9 192.6 203.0 228.6 259.2 288.9 324.6 365.2

rchandiae Exporta (FOB) 942.2 912.4 827.7 755.1 724.5 623.6 556.5 525.2 530.9 614.2 693.7 767.2 712.1 781.2 861.6 951.8

rchandise Imports

(Vol. Index 1980=100)

naumer Goods 100.0 164.8 80.8 54.5 70.3 119.9 95.5 82.9 64.6 79.7 82.9 88.2 87.1 89.9 92.8 95.9

a Mat. and Intermediate Gooda 100.0 138.2 101.6 113.7 81.7 120.3 81.3 101.7 79.3 97.9 101.8 105.8 106.9 110.4 114.0 117.7

pital Goods 100.0 145.2 89.3 100.5 82.3 106.3 101.1 102.1 84.0 98.1 117.0 124.7 125.3 129.1 133.0 137.0

tat Merch. Imports (CIF) 100.0 148.1 92.5 93.7 79.5 118.0 95.8 98.3 78.3 94.5 104.1 109.4 110.2 113.7 117.3 121.0

(Value - Curr. mill, 8) 1/
naumer Goods 172.2 248.4 100.0 66.9 95.5 133.8 133.7 140.8 118.9 152.1 164.0 176.9 185.3 198.4 212.4 227.4

w Mat. and Intermediate Goode 222.8 311.3 221.9 244.2 172.4 252.5 201.7 320.5 270.6 346.2 373.4 402.7 421.8 451.6 483.5 517.7

pital Goods 279.8 408.5 243.9 271.2 218.2 280.1 315.2 305.9 272.6 330.1 408.3 451.3 470.2 502.3 536.7 573.5

tal March. Importa (CIF) 678.4 975.4 577.5 589.1 491.6 693.0 674.0 767.2 662.0 828.4 945.7 1030.9 1077.2 1152.3 1232.7 1318.6

untry Indices (1980=100)

rchandise Export Price 100.0 99.0 95.4 95.5 97.3 99.4 68.7 71.1 67.2 72.2 75.6 79.1 83.7 87.1 90.6 94.1

rchandise Import Price 100.0 97.1 92.0 92.7 91.2 86.6 103.7 115.0 124.6 129.2 134.0 138.9 144.1 149.4 154.9 160.7

rchandise Terms of Trade 100.0 102.0 103.7 103.0 106.8 114.8 66.2 61.8 54.0 55.9 56.4 56.9 58.1 56.3 58.5 58.6

Components do not sum to total owing to small category of unclassified imports.

0
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BOLIVIA - EXTERNAL TRADE .ontinued) 11 ,'1989

B. Share of X or M (%) at Current Prices C. Growth Rates (%) at Constant Prices

1973 1980 1987 1992 1997 1973-80 1980-87 1987-92 1992-97

Merchandise Exports

Natural Gas 6.9 23.4 47.3 19.8 16.9 3.8 -6.0 -12.1 0.0
Tin 50.3 40.1 13.1 22.8 17.8 -2.5 -10.0 9.1 -0.6
Soya 0.0 0.6 3.7 5.7 8.8 .. 20.8 13.1 17.6
Silver 4.8 12.6 6.3 15.2 17.2 0.9 -2.1 25.0 10.0
Other Exports 37.9 23.2 29.6 36.4 39.5 -11.5 -12.0 8.3 8.2

Merchandise Exports (FOB) 100.0 100.0 100.0 100.0 100.0 -3.9 -3.4 2.9 6.3

Merchandise Imports 1/

Consumer Goods 16.6 25.4 21.4 20.1 20.1 11.4 -2.6 1.0 3.3

Raw Mat. and Intermediate Goods 36.8 32.8 34.0 31.9 32.0 3.1 0.2 1.0 3.3
Capital Goods 46.0 41.2 42.8 46.9 48.8 3.2 0.3 4.2 3.0

Total Merch. Imports (CIF) 188.0 100.0 100.8 100.0 100.0 4.8 -0.2 2.3 3.2

1/ Components do not sum to total owing to small category of unclassified imports.

0>
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BOLIVIA - BALANCE OF PAYMENTS
(US$ millions at current prices)

1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

A.1. Exports of CFS 1023.6 852.2 812.0 721.6 673.5 654.5 670.9 780.2 889.9 990.2 967.7 1639.7

2. Merchandise (FOB) 942.2 755.1 724.5 623.6 556.5 525.2 530.9 614.2 693.7 767.2 712.1 1192.0

3. Non-Factor Services 81.4 97.1 87.5 98.0 117.0 129.3 140.0 166.0 196.2 223.0 255.6 447.6

B.1. Imports of GNFS 795.4 685.5 897.1 803.6 816.0 914.5 826.5 1002.1 1133.1 1232.9 1288.9 1817.2

2. Merchandise (FOB) 678.4 589.1 491.6 693.0 674.0 767.2 662.0 828.4 945.7 1030.9 1077.2 1517.7

3. Non-Factor Services 117.0 9.4 105.5 110.6 142.0 147.3 164.6 173.7 187.3 202.0 211.6 299.5

C.1. Resource Balance 228.2 166.7 214.9 -82.0 -142.5 -260.0 -155.6 -222.0 -243.1 -242.7 -321.2 -177.5

D.l. Net Factor Income -295.0 -411.0 -431.2 -362.3 -279.5 -275.1 -253.2 -362.3 -265.5 -262.3 -255.5 -287.3

2. Factor Receipts 22.1 46.8 36.0 16.0 12.4 68.9 34.0 32.0 34.0 35.0 36.0 46.0

3. Factor Payments 317.1 457.8 467.2 378.3 291.9 344.0 287.2 394.3 299.5 297.3 291.5 333.3

(interest payments) 165.6 184.7 191.7 221.3 178.0 303.3 210.2 227.3 21;.9 211.8 205.6 227.7

E.1. Net Private Transfers 12.7 40.2 21.8 14.5 17.0 20.0 20.0 23.0 26.0 28.0 30.0 35.0

F.1. Curr. Acct. Bl. eec. off. trans. -54.1 -204.1 -194.5 -429.8 -405.0 -515.1 -388.8 -561.3 -482.6 -477.0 -546.7 -429.9

0.1. Long-term Capital Inflow 530.1 503.2 159.6 294.9 408.1 424.2 463.0 568.0 561.3 557.4 595.4 488.8

2. Not Direct Investment 43.9 6.9 7.0 10.0 10.0 15.0 30.0 34.1 38.8 44.1 50.1 . 95.8

3. Net Official Transfers 46.8 66.0 66.7 65.5 82.0 106.0 117.0 120.0 123.0 126.0 129.0 125.0

4. Net LT Loans (DRS) 280.4 53.0 -174.5 56.2 320.9 399.2 241.4 344.4 266.1 256.3 260.2 229.0

a. disbursements 466.1 507.5 159.8 197.9 417.7 463.5 410.8 500.5 512.1 510.2 541.1 -438.0

b. repayments 185.7 454.5 334.3 141.6 96.8 64.3 169.4 156.1 246.0 253.9 280.8 209.0

5. Other LT Inflowm (Net) 159.0 377.3 260.4 163.2 -4.8 -96.0 74.6 69.5 133.4 131.0 156.0 39.0

H.1. Other Items (Net) -442.7 -13.7 207.9 204.2 14.7 12.7 -74.2 35.3 0.0 0.0 0.0 0.0

2. Net Short-Term Capital -45.2 -113.9 180.5 24.5 99.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

3. Error& and Omissions -397.5 100.2 27.4 179.7 -84.3 12.7 -74.2 35.3 0.0 0.0 0.0 0.0

1.1. Changes in Net Reserves -33.3 -285.4 -173.0 -69.3 -17.8 78.2 0.0 -42.0 -78.7 -80.4 -48.7 -58.9

2. Net Credit from the IMF 62.5 3.1 -25.5 -12.4 92.6 0.0 -44.0 -6.0 -39.0 -40.0 -29.0 0.0

3. Other Reserve Changes -95.8 -288.5 -147.5 -56.9 -110.4 78.2 44.0 -36.0 -39.7 -40.4 -19.7 -58.9

Shares of CDP (current US$)

1. Resource Balance 4.6 2.8 2.5 -1.7 -3.9 -8.1 -3.5 -4.6 -4.7 -4.3 -5.4 -2.0

2. Interest Payment. 1/ 3.3 3.1 2.2 4.5 4.9 7.1 4.7 4.8 4.1 3.8 3.4 2.6

3. Current Account Balance -1.1 -3.4 -2.3 -8.8 -11.1 -12.1 -8.8 -11.7 -9.3 -8.4 -9.1 -4.8

4. LT Capital Inflow (line 0) 10.6 8.3 1.9 6.1 11.2 9.9 10.4 11.9 10.8 9.9 10.0 5.5
5. Net Credit from the IMF 1.2 0.1 -0.3 -0.3 2.5 0.0 -1.0 -0.1 -0.8 -0.7 -0.5 0.0

Memorandum Item:
GDP (millions of US$) 5016.2 6038.3 8536.5 4866.5 3635.4 4266.7 4432.3 4778.3 5183.5 5645.4 5975.2 8868.9

Foreign Exchange Reserves:

1. Intl. Reserves (IFS lid) 106.1 160.1 251.6 200.0 252.1 186.0 142.0 178.0 217.7 258.1 277.8 402.0

2. Gold (end-yr London price) 461.4 386.1 329.0 283.6 328.7 397.4

3. Cross Reserves incl. Cold 567.5 546.2 580.6 483.6 580.8 583.4

4. Cr. Res. in Months Import. 6.1 5.7 6.5 . 4.9 6.3 5.6

Nom. Off. X-Rate (IFS rf) 2/ 25.0 231.6 135.9 0.4 1.9 2.1 2.4 2.6 2.7 2.9 3.0 3.7 a'

1/ Includes only long term, public -nd publically-guaranteed debt.
2/ Bolivianos per million US$ through 1964, bolivianos per dollar thereafter.
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(US$ millions at current prices) Page 1 of 2

1980 1983 1984 1985 1986 1987 1988. 1989 1990 1991' 1992' 1997

A. Disbursements

1. Pubic & Publicly Guar. LT 477.2 157.1 207.2 197.9 417.7 463.5 410.8 500.5 512.1 510.2 541.1 438.0

Official Creditors 230.8 141.5 180.8 191.1 416.0 483.5 406.8 495.8 506.9 504.9 535.3 430.2
Multilateral 143.4 96.4 84.0 74.9 289.7 160.8 245.5 318.8 318.2 328.5 358.8 333.5

of which IBRD 72.6 9.6 13.8 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0
of which IDA - 1.8 3.3 2.1 1.7 4.0 40.8 95.4 66.5 65.4 70.7 84.9 104.8

Bilateral 87.2 45.1 96.7 116.2 146.3 302.7 181.3 179.2 188.7 176.4 178.4 98.7

Private Creditors 246.8 15.6 26.4 6.8 1.7 0.0 4.0 4.7 5.2 5.3 5.8 7.8
Suppliers 22.6 1.7 12.7 6.8 1.7 0.0 0.0 0.0 0.0 0.0 0.0. 0.0
Financial Markets 224.0 13.9 13.7 0.0 0.0 0.0 4.0 4.7 5.2 5.3 5.8 7.8

2. Private Non-Guaranteed LT 18.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3. Total LT 493.2 157.1 207.2 197.9 417.7 463.5 410.8 500.5 512.1 510.2 541.1 438.0

4. IMF 70.0 19.0 0.0 0.0 113.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
5. Net Short-Term Capital 0.0 74.0 167.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
8. Total incl. IMF Net ST 563.2 250.1 374.2 197.9 530.7 463.5 410.8 500.5 512.1 510.2 541.1 438.0

B. Repayments

1. Public A Publicly Guar. LT 129.9 107.8 120.6 141.6 98.8 84.3 189.4 156.1 246.0 253.9 280.8 209.0

Official Creditors 45.3 61.7 97.8 138.3 92.5 62.5 167.7 155.2 245.1 253.3 280.2 208.4
Multilateral 9.8 19.9 41.8 76.0 74.9 47.9 71.9 74.7 97.7 108.3 115.7 141.5

of which IBRD 2.8 9.1 13.4 11.7 17.9 18.6 17.8 24.2 24.8 25.2 22.5 19.7
of which IDA 0.3 0.6 0.8 1.0 1.0 1.1 1.1 1.7 1.9 2.0 2.1 4.1

Bilateral 35.6 41.8 568.0 80.3 17.6 14.6 95.8 80.5 147.4 145.0 164.5 88.9

Private Creditors 84.8 45.9 22.8 5.3 4.3 1.8 1.7 0.9 0.9 0. 0.6 0.6
Suppliers 27.7 15.0 10.7 4.4 3.4 0.9 0.0 0.0 0.0 0.0 0.0 0.0
Financial Markets 56.9 30.9 12.1 0.9 0.9 0.9 1.7 0.9 0.9 0.6 0.8 0.8

2. Private Non-Guaranteed LT 19.0 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
3. Total LT 148.9 107.8 158.8 141.8 96.8 84.3 169.4 168.1 248.0 253.9 280.8 209.0

4. IMF 0.0 12.0 21.0 12.4 0.0 0.0 44.0 8.0 39.0 40.0 29.0 0.0
5. Net Short-Term Capital
8. Total incl. IMF a Not ST 148.9 119.8 177.8 154.0 96.8 64.3 213.4 182.1 285.0 293.9 309.8 209.0

Interest

1. Public A Publicly Guar. LT 165.8 184.8 191.7 221.3 178.0 303.3 210.2 227.3 213.9 211.8 205.6 227.7

Official Creditors 44.1 65.9 139.0 138.9 119.5 301.2 202.1 221.5 207.5 205.4 198.7 217.5
Multilateral 22.9 31.3 44.7 37.5 44.6 53.0 70.3 101.0 70.8 74.0 79.1 113.5

of which IBRD 10.3 13.6 17.8 15.6 19.0 20.2 26.1 20.1 18.1 16.1 14.1 5.0
of which IDA 0.5 0.7 0.8 0.8 0.7 0.7 1.7 1.7 2.2 2.7 3.2 8.5

Bilateral 21.2 34.6 94.3 101.4 74.9 248.2 131.8 120.5 136.8 131.4 119.6 104.0

Private Creditors 121.5 118.7 52.7 82.4 58.5 2.1 8.1 5.8 6.3 6.4 6.9 10.2
Suppliers 12.1 3.8 4.0 12.9 1.2 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Financial Markets 109.4 114.9 48.7 69.5 57.3 1.9 8.1 5.8 6.3 8.4 6.9 10.2

2. Private Non-Guaranteed LT 9.0 22.0 23.0 20.0 20.0 0.0 20.0 20.0 20.0 20.0 20.0 20.0
3. Total LT 174.6 206.8 214.7 241.3 198.0 303.3 230.2 247.3 233.9 231.8 225.8 247.7

4. IMF 2.0 8.0 7.0 4.0 4.0 11.7 9.0 14.0 8.6 8.1 3.5 0.2
5. Not Short-Term Capital 45.0 130.0 142.0 0.0 16.7 0.0 19.0 20.0 20.0 18.4 18.4 18.4
6. Total incl. IMF a Net ST 221.6 344.8 383.7 245.3 218.7 315.0 258.2 281.3 262.5 258.3 247.5 268.3

D. External Debt (DOD)

1. Public & Publicly Guar. LT 2310.5 3374.9 3480.9 2961.6 3814.1 4396.0 4123.1 4278.6 4678.2 506.5 5481.7 7064.3

Official Creditors 1229.2 2054.2 2108.0 2149.3 2827.2 3605.4 3741.8 4148.8 4544.1 4926.7 5337.7 68886.4
Multilateral 573.4 811.6 814.2 817.4 1058.5 1254.2 1421.8 1683.7 1884.2 2104.4 2347.5 3341.2

of which IBRD 175.3 212.7 175.5 207.0 234.7 270.1 252.3 228.1 203.5 178.3 155.8 44.8
of which IDA 63.8 92.4 93.7 94.4 97.4 137.8 232.1 296.9 380.4 429.2 512.1 988.1

Bilateral 655.8 1242.7 1291.7 1331.9 1768.7 2351.2 2320.0 2485.2 2659.9 2822.3-2990.2 3545.2

Private Creditors 1081.3 1320.7 1374.9 812.3 786.9 790.5 381.3 129.8 134.1 138.8 144.0 177.9
Suppliers 142.3 93.8 86.5 96.9 72.4 78.9 47.7 47.7 47.7 47.7 47.7 47.7
Financial Markets 939.0 1226.9 1288.4 715.4 714.5 713.8 333.6 82.1 86.4 91.1 96.3 130.2

2. Private Non-Guaranteed LT 92.0 376.0 340.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0
3. Total LT 2402.5 3750.9 3820.9 3181.6 3814.1 4598.0 4323.1 4478.6 4878.2 5285.5 5681.7 7264.3

4. IMF 80.0 89.0 64.0 55.0 168.0 139.0 139.0 133.0 94.0 54.0 25.0 3.0
5. Net Short-Term Capital 300.0 311.0 479.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0
8. Total incl. IMF A Net ST 2782.5 4150.9 4383.9 3408.6 4172.1 4925.0 4652.1 4801.8 5182.2 5509.5 5896.7 7457.3
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1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 19f

E. Bank and IDA Ratios a/

Share of Total Long-term DOD:
1. IBRD as N of Total 7.6 6.3 5.0 7.0 6.5 6.1 6.1 5.3 4.3 3.5 2.8 0.6
2. IDA as S of Total - 2.8 2.7 2.7 3.2 2.7 3.1 5.6 6.9 7.7 8.5 9.3 13.7
3. IBRD+IDA as S of Total 10.3 9.0 7.7 10.2 9.2 9.3 11.7 12.3 12.1 12.0 12.2 14.3

Share of LT Debt Service:
1. IBRD as % of Total 4.4 7.8 10.0 7.5 13.4 10.5 11.8 11.5 9.3 8.9 7.5 5.7
2. IDA as % of Total 0.3 0.4 0.5 0.5 0.6 0.5 0.7 0.9 0.9 1.0 1.1 2.4
3. IBRD+IDA as % of Total 4.8 8.2 10.5 8.0 14.0 11.0 12.3 12.4 10.2 9.9 8.8 8.1

F. DOD-to-Exports Ratios a/ b/

1. Long-Term Debt/Exports 218.3 359.3 400.2 393.8 514.2 591.3 568.8 512.3 492.5 480.9 530.3 410.6
2. IMF Credit/Exports 7.6 9.5 7.4 7.3 23.9 18.7 19.2 15.9 9.9 5.1 2.4 0.2
3. Short-Term Debt/Exports 28.3 33.1 55.1 25.3 27.0 25.6 26.2 22.8 20.0 18.0 18.4 11.0
4. LT+IMF+ST DOD/Exports 254.2 401.9 462.6 426.4 565.1 635.6 614.1 551.0 522.4 504.1 551.1 421.8

G. DOD-to-GDP Ratios

1. Long-Term Debt/GDP 46.1 55.9 40.8 60.9 99.4 103.0 93.0 89.5 90.3 89.7 91.7 79.7
2. IMF Credit/GDP 1.6 1.5 0.7 1.1 4.6 3.3 3.1 2.8 1.8 1.0 0.4 0.0
3. Short-Term Debt/GDP 6.0 5.2 5.6 3.9 5.2 4.5 4.3 4.0 3.7 3.4 3.2 2.1
4. LT+IMF+ST DOD/GDP 53.6 62.5 47.1 85.9 109.3 110.7 100.4 96.3 95.7 94.1 95.3 81.8

H. Debt Service/Exports b/

1. Public A Guaranteed LT 27.9 31.1 35.9 48.3 39.1 49.4 52.4 45.9 48.4 44.2 47.1 25.4
2. Private Non-Guaranteed LT 2.8 2.3 6.8 2.7 2.8 0.0 2.8 2.4 2.1 1.9 1.9 1.2
3. Total Long-Term Debt Service 30.6 33.5 42.7 50.9 41.9 49.4 55.1 48.3 50.5 46.1 49.0 28.5
4. IMF Repurchases+Serv. Chgs. 0.2 2.1 3.2 2.2 0.6 1.6 7.3 2.4 5.0 4.4 3.1 0
5. Interest only on ST Debt 4.3 13.8 16.3 0.0 2.4 0.0 2.6 2.4 2.1 1.7 1.8 1.
6. Total (LT+IMF+ST Int.) 35.0 49.4 62.2 53.1 44.9 51.0 65.1 53.1 57.6 52.2 53.9 27.6

I. Interest Burden Ratios c/

1. Total Interest/GDP 3.3 3.1 2.2 4.5 4.9 7.1 4.7 4.8 4.1 3.8 3.4 2.6
2. Total Interest/Exports 15.6 19.7 22.0 29.4 25.3 40.8 29.0 27.2 22.5 20.1 19.9 13.2

a/ Long-Term Debt includes only Public and Publicly Guaranteed.
b/ Exports of Goods and Services.
c/ Interest includes only Public and Publicly Guaranteed.



ANNEX 8

FISCAL AND MONETARY INDICATORS

190 1963 19"4 1946 19"6 1987 1980-16 1986 1947

1. PubIli Finance (S of 00P)

Central Administration

A. Total Current Rcepts .0.2 3.5 3.2 9.0 15.6 14.7 597.1 4.5 12.0

.ntenal CRevenues 
1.4 0.6 1.0 2.6 4.2 713.4 89.6

Taxes an State Enterprises 0.4 0.4 6.2 11.1 7.4 476.5 -20.1

Taxes on Inte ntional Trude 0. 1.6 1.4 1.5 2.3 232.0 $9.8

Other Revenue* 0.9 0.2 0.3 0.4 0.7 37.7 200.0

Total Current Expenditurs 14.7 23.1 23.1 16.0 17.4 15.5 617.6 258.6 5.6

Intarest payments 2.1 2.2 4.0 7.0 1.4 479.3 -76.9

Current Tranef 3.2 5.5 2.6 2.6 4.6 219.3 111.2

(of ehich to public sector) 1.5 3.2 1.8 2.6 4.6 379.3 111.2

coode and Serv i ce 17.7 15.3 9.4 7.6 9.5 16.6 45.2

C1. Current Budget Bciance -4.5 -19.5 -19.9 -7.1 -1.9 -0.6

C2. Neot Sevine of Other Public 2.4 3.8 -6.6 -2.5 1.1 -0.9

Sector Agencies

C. Net Savings of Nonfin. Public Sector -2.0 -15.7 -26.5 -9.5 -0.7 -1.7

0. Capital Receipts 1.0 4.5 0.5 0.3 1.2 0.6 486.4 1259.4 -43.7

E. Capital Expenditurea 7.8 5.7 5.1 3.7 5.0 6.5 507.9 337.4 55.1

F. Overall Blance Financed by -8.9 -16.9 -31.0 -12.9 -4.5 -7.5

1. Exernal Borrowinge 5.1 -3.2 4.7 4.2 5.7 2.4 578.2 342.1 -50.1

2. oweseti Financing 3.7 20.1 26.4 6.7 -1.2 5.1 735.8 -144.1 -590.6

00P at current market prices 123 1387 18591 2150496 6987176 8311384 605.6 224.9 19.0

(in bill ione of pesos)
---------------------------------------------------------------------------- 

-- -

II. Money and Credit (Monetary

Survey Date froe IFS)

A. In billions of Peo" at end Y0ur:

Money Supply (IFS 34) 15 176 3370 196000 382000 525000 569.7 92.9 37.4

Money . QuasimoIiey 24 40 9070 742000 1705000 2318000 689.4 129.6 36.0

Total Net Dometic Credit (32) 29 444 4881 136000 327000 756000 442.7 140.4 131.2

To Government (net)(
3 2 an) 13 276 2927 -205000 -538000 -5500 162.4 3.2

To Privte Sector (32d*32f) 18 168 1954 341000 865000 1311000 636.8 153.7 51.6

Net Foreign Assets (31) -3 -119 -792 67000 526000 457000 .. 665.1 -13.1

other Item (net)(37r) -1 315 4981 539000 8S2000 1105000 .. 56.1 29.7

a. Offsete to Expansion of MQM(%):.
Net Foreign Assee -13.6 -6.1 -8.0 9.2 47.7 -11.3

Credit to Government 54.5 37.3 31.4 -26.4 -34.6 -2.8

Credit to Private Sector 64.9 17.9 21.2 .3 54.4 72.6

Net Other Asset&and Li-biliti0 -5.8 52.9 55.3 72.9 32.5 41.3

.ncreaes in Money *nd Qua1i-MoneY -O.o p00.0 100.0 100.0 100.0 0.0
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BOLIVIA - SUPPLEMENTARY DEBT INFORMATION FOR HIGHLY INDEBTED COUNTRIES 11 May 1k

1987 1988 1989 1990 1991 1992 1993-97

terest Payments:

yments due on existing LT debt 303.3 209.7 225.3 204.5 191.9 170.5 123.6
us payments due on new LT debt 0.0 0.0 1.4 8.7 19.2 34.3 91.3
us IMF service charges 4.4 9.0 14.0 8.6 6.1 3.5 0.5
us interest on short-term debt 0.0 19.0 20.0 20.0 18.4 18.4 18.4
ss interest arrears/capitalization 0.0 4.2 4.7 5.2 5.3 5.8 7.8
ss Paris Club rescheduling 240.7 126.5 58.0 71.0 62.0 47.0 20.8
ss interest saved through
a. Debt equity swaps
b. Other debt conversion
C. Debt forgiveness

uals total interest payments 66.9 107.0 198.0 165.6 168.3 174.0 205.2

sbursements:

sbursements on existing LT debt 456.2 271.0 279.7 244.1 172.2 113.0 39.7
us disbursements on new LT debt 0.0 139.3 220.2 267.4 337.3 426.8 424.9
us IMF purchases 0.0 0.0 0.0 0.0 0.0 0.0 0.0
us not short-term capital 1/ 0.0 0.0 0.0 0.0 0.0 0.0 0.0

uals total inc. IMF and Net ST 456.1 410.4 499.9 511.5 509.5 539.8 464.6

payments:

ortization due on existing debt 64.3 169.4 156.1 246.0 253.9 280.3 211.5
us amortization due on new LT debt 0.0 0.0 0.0 0.0 0.0 0.0 40.3
us IMF repurchases 0.0 44.0 6.0 39.0 40.0 29.0 4.4
s arrears on principal
ss Paris Club rescheduling 0.0 80.2 68.5 133.4 131.0 1568.0 102.8
ss amortization saved through
a. Debt equity swaps
b. Other debt conversions
c. Debt forgiveness

uals total repayments 64.3 133.2 95.6 151.6 162.9 153.3 153.4

) (at the end of period):

isting LT Debt 4388.6 3719.7 3909.7 4041.3 4090.6 4079.2 3889.4
(of which arrears)
,t LT Debt 0.0 139.3 359.5 626.8 964.2 1391.0 2581.2
(of which interest capitalization) 0.0 4.2 4.7 5.2 5.3 5.8 7.8

t credit from IMF 139.0 139.0 133.0 94.0 54.0 25.0 3.0
t short-term debt 190.0 190.0 190.0 190.6 190.0 190.0 190.0
duction in principal due to -
a. Debt equity swaps
b. Other debt conversion
c. Debt forgiveness

jals Outstanding Total DOD 4717.6 4188.0 4692.2 4952.1 5298.7 6685.2 6663.6
(including IMF A not ST)

Net disbursements.

e: All data in table exclude private non-guaranteed debt.
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1988 SOCIAL INDICATOR DATA SHEET

BOLIVIA
Reference Groups (MRE)

Most
Recent Lower mid Upper mid

1965 1975 Estimate income income

AREA
Total land area (thou sq km) 1,098.6 1,098.6 1,098.6
Agricultural (% of total) 27.1 27.7 27.6

GNP PER CAPITA (current US$) 180 360 570 730 2.510

POPULATION AND VITAL STATISTICS
Total population (thou) 3,844 4,899 6,796
Urban pop. (% of total) 40 42 46 38 64

Population growth rate(%):
Total 2.5 2.7 2.5 2.0

Urban 2.8 4.0 4.2 3.2

Life expect. at birth (yrs) 44 48 53 59 67

Population projections:
Pop. in 2000 (thou) 9,406
Stationary pop. (thou) 22,043

Population density per sq km
of agricultural land 13 16 20 404 775

Pop. age structure (%):
0-14 yrs 43 44 44 42 36

15-64 yrs 53 53 53 55 59

65 and above 3 3 3 3 5
Crude birth rate (per thou) 46 45 43 35 27

Crude death rate (per thou) 21 18 17 10 8

Total fertility rate 6.6 6.4 6.1 4.7 3.5

Infant mort. rate (per thou) 160 143 118 76 43

Child death rate (per thou) 37 30 23 11 5

Family planning:
Acceptors, annual (thou) .. 8
Users (% of married women) .. .. 26

FOOD, HEALTH AND NJTRITION
Index of food production per
capita (1979-81 = 100) 89 109 89 106 101

Per capita supply of:
Calories (per day) 1,868 2.017 2,171 2,507 2,964

Proteins (grams per day) 50 53 57 56 76

Pop. per physician (thou) 3.3 2.1 4.8 7.5 1.3

Pop. per nurse (thou) 4.0 3.1 2.5 .. 0.9
Pop. per hospital bed (thou) .. 0.5 .. 1.1
Access to safe water

(% of population): Total .. 34 43
Urban .. 81 78
Rural .. 6 12

Population Growth Infant Mortality Primary School Enrollment
Sx

5 250

zoo- 
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200 -so-

1 U- U

2l 40-

0-919 -75 1971-67 160 1970 1980 1960 1970 1980
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1988 SOCIAL INDICATOR DATA SHEET

BOLIVIA
Reference Groups (MRE)

- Most
Recent Lower mid Upper mid

1965 1975 Estimate income income

LABOR FORCE
Total Labor Force (thou) 1,291 1,565 2,046

Female (%) 21 22 24 29 30

Agriculture (%) 54 49 46 55 30

Industry (%) 20 20 20 16 30

Participation rate (%):
Total 34 32 31 37 37

Male 54 51 48 51 51
Female 14 14 15 23 23

Age dependency (%) 87.0 90.4 89.4 82.7 71.8

HOUSING
Average size of household:

Total -. 4
Urban .- 4
Rural - -- 4

Percentage of dwellings with
electrici ty:

Total 22 34 .
Urban 76 76

Rural 8 6

EDUCATION
Enrollment rates:
Primary: Total 73 85 91 104 105

Male 86 94 96 109 108
Female 60 76 85 99 102

Secondary: Total Is 31 37 42 57
Male 21 34 40 47 57

Female 15 25 34 36 56
Pupil-Teacher ratio:
Primary 28 22 25 31 25

Secondary 17 18 .. 23 18
Pupils reaching grade 6 (%) .. 34 46 72 65

INCOME, CONSUMPTION. AND POVERTY
Energy consumption per cap.
(kg of oil equivalent) .. 210 263 351 1,313
Percentage of private income
received by:
Highest 10% of households
Highest 20% .. 59
Lowest 20% -4
Lowest 40% .. 13

Est. absolute poverty income
level (USS per capita):
Urban
Rural 134

Est. pop. below absolute
poverty income level (%)
Urban
Rural .. 85

Passenger cars/thou pop. 2.6 6.0 8.1
Newspaper circulation
(per thousand population) 24.7 40.6 44.3 43.5 106.2

IECSE August 1988
Not available. Note: Most recent estimates of population and GNP per capita are for 1987 unless otherwise noted.

Group averages are population weighted. Country coverage depends on date availability and is not uniform. Unless otherwise noted.
1965 refers to any year between 1962 and 1968: 1975 between 1972 and 1978; and most recent estimate between 1980 and 1986.
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Postscript WBG ARCHIVES

106. The Operations Committee met on July 17, 1989 to discuss the CSP
for Bolivia which proposed a lending program of $410 million over the
1990-94 period. The discussion broadly followed the agenda prepared by the
Economic Advisory Staff.

107. The discussion focussed on the uncertainties affecting adjustment
program. These include the forthcoming political change, the volatility of
tin and gas prices, and the difficulties of receiving payment from gas
sales to Argentina. The success of the recent stabilization effort was
noted as well as the fact that supply responses have yet to occur on a
significant scale. The Chairman suggested that the priorities of the
Bank's program should be presented on a more selective basis, and that the
trigger points for revising the lending program should be indicated in more
specific terms. He also stated that if the availability of IDA funds at
the level indicated in the CSP cannot be assured, the overall lending
strategy would need to be reviewed.

108. The issue of growth versus poverty while generating a reasonable
growth scenario was addressed. For this the policy reform process needs to
be deepened with a switch to the productive sectors to help remove supply
side constraints. The poverty impact was being strengthened not by
proposing increases in expenditure on the social sectors but rather by
reallocations of current levels of expenditure towards the poor. It was

noted that there are major environmental as well as financial costs to
establishing a new growth pole through agricultural development in the
lowlands. The Chairman agreed that environmental concerns should be
emphasized in the program for bringing new lowland areas into cultivation.

109. The interaction between the coca cultivation, the drug economy and

the economic prospects were discussed. It was noted that increased coca
leaf production in neighboring countries coupled with reduced demand is
likely to lead to a significant decline in Bolivia's foreign exchange
earnings from coca now estimated at US$500-600 million per year.
Alternative sources of growth are essential. The need for looking into the
costs and benefits of moving away from coca, not just in Bolivia but in the
LAC region more generally, was discussed. However, the magnitude of the
problem and the Bank's ability to carry out such a study was questioned.
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110. With respect to debt and finance, the advantages of debt buy-backs
were noted, and questions were raised about what would happen if the
assumed IDA allocations were not forthcoming. It was noted that IDB funds
cannot substitute easily because soft terms are currently only available
for social projects. It was suggested that any proposal for debt reduction
should look not just at commercial debt but at the overall debt structure
and debt management strategy, including the possibilities of obtaining
Toronto terms for Bolivia.

111. As regards the proposal to raise the current ceiling on project
cost-sharing, the Chairman stated that the present ceiling should be
maintained. The subject, he felt, needs to be reviewed by the Central
Operations Department on a cross-country basis.

ARay:vlw
July 17, 1989
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: July 19, 1989

TO: Mr. Ping-Ch Ioh, LA3DR

FROM: Johannes F. Linn, VPDEC

EXTENSION: 33773

SUBJECT: Bolivia CSP

Following Monday's OC meeting, I would like to add a few
observations. My impression was that much of the discussion revolved
around the need to clarify the strategic options which the Bank is
facing in Bolivia. The CSP does an admirable job in laying out the
background in considerable detail (Sections A-D, involving almost
30 pages); it is very brief, however, in presenting the Bank strategy
and its implications (pp. 31-36). In that relatively brief space, the
CSP does not explore the lending priorities that would prevail if only a
lower amount of IDA is available. Nor does it explore how lending
strategies may respond to different external or domestic circumstances
(except for a rather extreme case of the "core poverty program"). It
does not provide any discussion of the trigger points for policy
slippage or explain what would be a graduated response in case of
limited policy slippage. Nor does it explain how the investment
project-based lending program will contribute to maintain the policy
dialogue and reform in critical structural adjustment areas. Finally,
it does not explain how debt reduction schemes could be designed and
justified in the case of Bolivia.

These issues and options were clarified considerably during the
discussion on Monday and as a result the justification for the Region's
approach became much clearer. The lesson I draw from this is that it
would have been preferable had the CSP devoted less effort and space on
the topics discussed in the first 30 pages, and somewhat more on those
treated in the last six pages. A document slanted in that direction--
i.e., greater focus on Bank stategic options, less focus on descriptive
material regarding country background, etc.-would also be more in line
with the role that CSPs are to play according to current instructions:
concise presentation of strategic options for the Bank's senior
management.

cc: Messrs. Fischer (o/r), Holsen (o/r), Liebenthal, Earwaker, Dubey
Ms. Marshall

P- 1866
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Mr. David Goldberg:

With reference to your question during the OC meeting (indirectly
to me) about debt buybacks in Bolivia, there is of course no doubt at all

that Bolivia will benefit from a buyback if IDA resources have no
opportunity costs. But given the high IDA allocation that has been
proposed in the CSP, it is not obvious that an additional $10 million or so

would really be incremental to Bolivia. Furthermore, if Bolivia is not

going to borrow commercially for a long time (as CSP says), and if there is

no penalty to not servicing commercial debt (at least implied in the CSP),
then the question arises as to whether Bolivia can use the money more
fruitfully on other things. I think it would have been helpful if the CSP
related the question to the terms at which it gets trade credit, and to the

confidence required to increase foreign and domestic private investments.
Furthermore, the issue arises as to whether the $10 million ceiling

proposed for the IDA fund should apply to Bolivia because there are few
other countries with a successful adjustment program and debts worth 11
cents to the dollar. - ( 4- C1

Anan a up Ray



iHE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: July 10, 1989

TO: Operations Committee

FROM: Anandarup ector, EAS

EXTENSION: 78073

SUBJECT: BOLIVIA - Country Strategy Paper - Agenda

1. The Operations Committee will meet on Monday, July 17, 1989, at

10:30 a.m., in Room E-1243, to discuss the Country Strategy Paper for

Bolivia.

2. At the time the administration of President Paz Estenssoro came to

power in 1985, Bolivia was in a deep crisis. GDP had dropped by about 25Z

since 1980 and the inflation rate exceeded 20,000 percent per year. The

economy was highly controlled, there were severe trade and payments

restrictions, and large external arrears. The economic recovery program
that Estenssoro initiated in late 1985 succeeded in stabilizing the

economy, and there was some GDP growth in 1987 and 1988 after many years of

decline. However, the decline in per capita consumption levels has not yet

been arrested.

3. There has been some policy slippage during the last year.

Inflation was 21.5Z in 1988 rather than the programmed 12.5Z, and the real

exchange rate appreciated, albeit by a small amount. There were large net

capital outflows in 1988. The fiscal deficit widened during the first

quarter of this year. Planned reductions in average tariff levels have

been postponed, there have been delays in adjusting public sector prices,

the program to privatize some of the public enterprises has made little

progress, and the planned improvements in incentives for private sector

investments have not been completed. With the new administration scheduled

to take office in August, the CSP correctly identifies the "viability and

durability of the present Government's achievements" as the major concern

at this point.

Issues

4. This CSP presents four "scenarios" to illustrate the possible

effects of different degrees of policy effort (Table 1). In addition to

the conventional "base" and "low" cases, two upside and downside extremes

have been added. These do not indicate Bolivia's vulnerability to external

shocks, however. There is another scenario in Table 6, which reflects the

possible effects of a 25% drop in the prices of tin and natural gas. This

is the only external contingency considered. There are several sets of

issues that the Committee might consider with reference to these

quantitative illustrations:

the realism of the base case. The Region's base case is more

conservative than the one adopted by the IMF due to more
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conservative assumptions on Argentina's willingness to pay for

natural gas and on capital inflows. Nonetheless the Region might

comment on how confident we can be regarding the acceleration of

the growth rate in the near term. In particular, the Region might
comment on (a) the prospects for 3.5Z growth in 1989 and 4Z growth

in 1990, given the emerging needs for controlling aggregate
demand; (b) the realism of a 10Z growth rate in non-traditional

exports during 1989-97 (past data are not provided for that

group); and (c) the jumps in domestic savings and investments

(over 40Z) assumed in the base case during 1988-90. One notes

that the declining trend in private investments during the 1980s

has barely been reversed. Annex 4 indicates high optimism

regarding marginal savings rates; it also suggests possible

optimism regarding the ICOR;

"acceptability" of the base case and policy leverage. While the

Region characterizes the base case as "acceptable", one must note

that it implies continuously declining per capita consumption
levels until 1997. This implication of the base case also raises

questions regarding its viability. However, the Region also
believes in the high potency of better policies, as a comparison

of the base case with the "high" case shows. The Region has

identified two crucial policy variables in this context: better
incentives for private sector investments and rapid improvements

in public sector administration. Can the Region specify concrete

measures that the new administration should take to move towards

the "high" case, in contrast to the base-case measures we have

included in the draft PFP? What can be done, for example, to

rapidly improve Bolivia's ability to use external resources
(undisbursed commitments of foreign aid totals $1 billion at this

time)? What can the Bank and the other donors do by way of

technical assistance? Do the Bank and the IMF agree on the
additional policy measures required in the "high" case, and are

they to be discussed with the Government in the PFP context?

downside scenarios. The two downside scenarios reflect policy

slippages. In the "low" case, IDA will respond to policy

slippages by adopting the "core" program shown in Annex 1B, and in

the very low "disaster" case lending will cease. But these two

cases do not fully reflect risks because Bolivia is also extremely

vulnerable to adverse external shocks: a combination of a 25Z

price drop with only moderate policy slippages can, for example,
lead to very adverse results. Another important source of risk is

Argentina's ability or willingness to make timely payments on

natural gas and to renew the contract at favorable terms. The

Region might elaborate upon (a) the overall risk of Bolivia

getting into non-accrual status with IDA; (b) anything the Bank

and the Fund can do to moderate the impact of adverse external

shocks, such as helping to create a fund for stabilizing export

earnings; and (c) the appropriateness of the planned "core"

program. While the importance of fighting poverty can hardly be

exaggerated, it may be more appropriate to design a highly-
productive, foreign- exchange earning core program instead. This
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is because per capita incomes would be declining rapidly in the
core-program scenario, and specializing on social projects would

be like running up a down escalator; there would also be a serious
default risk in that scenario;

level of concessional assistance. Bolivia's performance during
the last four years has generally been highly rated, but access to

concessional finance may not have been fully commensurate; it has

not, for example, received Toronto terms or debt cancellations.
Even within IDA its "norm" share is less than it would be without
the Africa pre-allocation. The Region might explain what the
financing gap is and what our assumptions are regarding sources of
finance and burden-sharing, especially if adverse contingencies
occur. With respect to IDA, the Region's proposal for an annual
average of US$82 million beginning in 1990 is considerably higher
than the annual average recommended by SPR/OPS. One issue is
whether the higher size would be justified; another is whether we
should plan for a graduated response. If Bolivia's performance
improves, we might want to be able to respond with higher levels
of IDA. We might therefore plan on a smaller level in the base
case;

debt strategy and debt buy-back. The CSP mentions "distinct
advantages" to extinguishing the remaining commercial bank debt
through new buy-back operations (page ii), but the advantages are
not spelled out. Since Bolivia has not serviced commercial bank
debt since 1984, and, according to the CSP, will not be able to
afford new commercial borrowings for a long time, the Region might
explain the benefits of another buy-back at this time. This is
important because Bolixdia would be a candidate for additional IDA
resources from the proposed debt-reduction fund;

5. In addition to these issues, the Committee might also wish to
focus on the following:

the CSP puts great emphasis on income-redistribution and poverty-
redressal objectives. The sharp disparities in income and social

development between the elite and the poor Indian populations, as

well as absolute poverty, have become accentuated due to the
overall decline of the economy. How are poverty-alleviation and

equity objectives specifically pursued within the operations
proposed in the lending program? How are these objectives
reflected in Bolivia's current and capital expenditure programs?
In view of the great need to raise savings, investments and

growth, what is the scope for social programs that are

complementary to growth?

the CSP proposes financing of up to 85Z of project costs, with a

maximum of 90Z taking cofinancing into account. This is only a

modest increase from the current ceiling of 80Z without
cofinancing, but the proposal is not explained at all in the
paper. There are many countries with similar or lower per capita

incomes with lower ceilings on project cost-sharing. For example,
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the Philippines, Sri Lanka, Ghana and Nigeria have ceilings on

cost-sharing of 751;

. the importance of the drug traffic for the Bolivian economy. It
is noted that total recorded receipts from cocaine exports is

probably as large as all other exports. It is not clear, however,
how the cocaine issue has been reflected in the projections.

Furthermore, the Committee might consider whether our posture on

the cocaine trade has been appropriate;

. to what extent environmental concerns feature or should feature in

our policy dialogue and lending operations?

6. The Committee might recommend a CSP update early next year after

we ascertain the plans and capabilities of the new administration.

OC Members

Messrs. Qureshi, Husain, Jaycox, Karaosmanoglu, Thalwitz, Rajagopalan,

Fischer, Shihata, Wood, Vergin.

cc: Messrs. Lee, COD; Shakow, Liebenthal, SPR; Holsen, CEC; Rao, Steer,
FRS; Burmester/Thahane, SEC; Baudon, OPNSV; Hopper, PPR; Bock,

DFS; Goldberg, LEGOP; Kavalsky, FRM; Parmar, CIO; Pfeffermann,
CEI; Baneth, IEC; Robless, OPNSV; (Ms.) Haug, Tanaka, EXC;

Aguirre-Sacasa, EXT; Selowsky, Loh, (Ms.) Marshall, Miovic,

Potashnik, LAC.

ARay:vlw



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: July 10, 1989

TO: Mr. Stanley Fischer
(through Mr. Robert Liebenthal, Chief, SPRPA

FROM: Frank Earwaker, SPRPA

EXTENSION: 34688

SUBJECT: BOLIVIA: Country Strategy Paper

1. On June 22, 1989, the Region distributed a draft CSP for
review by the Operations Committee on a date to be determined. The
CSP contains a well-written and candid assessment of the country
situation and proposes a broad-based program of assistance from IDA
that would support continued macroeconomic adjustment to permit higher
levels of investment, the rehabilitation and restructuring of key
economic sectors, the development and maintenance of essential
infrastructure and the implementation of a comprehensive strategy to
ameliorate poverty. Some issues of particular concern are indicated
below.

Sufficiency and sustainability of adjustment program

2. Under the "acceptable growth scenario", which the Region
adopts as its base case, consumption per capita would decline in real
terms over the period projected. This raises questions concerning
both the sufficiency and the political sustainability of the
adjustment program.

3. Yet even the base case scenario is predicated on some very
optimistic assumptions. An ICOR of 4 is projected whereas past
experience indicates a value closer to 6. It is also assumed that the
marginal savings rate can be sustained at about 0.6. Can we really
anticipate such a strong savings effort in the context of falling real
per capita consumption? You may wish to ask the Region to explain the
basis of its assumptions. You may also wish to ask what are the
possibilities for accelerating the adjustment process so as to avert
the prospect of a continuing decline in real per capita consumption
and, thereby, enhance the prospects for political sustainability of
the adjustment program.

IDA Allocation

4. The CSP reaffirms that Bolivia is not creditworthy for Bank
lending (although it suggests that Bank finance may be extended in
support of enclave projects) and proposes an all-IDA program of $547
million for the quinquennium FY89-93. In the last IDA allocation
exercise, the country norm for Bolivia was estimated at $208 million
for the quinquennium FY88-92 and an allocation of $286 million (37Z
above the norm) was approved in recognition of Bolivia's purposeful
adjustment program. The $547 million program proposed in the CSP is
clearly far more than was previously contemplated. You may wish to
ask the Region to justify its proposal for a much expanded program.
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Linkage between IDA program and macroeconomic scenario

5. While the "acceptable growth scenario" is considered the most
likely prospect, the CSP is quite candid in saying that policy
slippage is not much less likely. It is stated that IDA lending would
have to be cut sharply in the case of policy slippage, but no details
are given as to how it might be cut or by how much. You may wish to
ask the Region to clarify this point and to indicate what specific
areas of policy slippage are likely to be crucial in triggering a
fall-back to a smaller IDA program.

Sectoral balance of lending program

6. The proposed lending program is very broadly based and covers
just about every sector. It is difficult to discern from the CSP what
are the relative priorities in terms of sectoral development and where
the Region feels the comparative advantage of the Bank lies in terms
of assisting Bolivia's development efforts. You may wish to ask the
Region for clarification on that score.

Cocaine exports

7. Obviously, this is a delicate issue. But when we read in
para. 29 that export earnings from cocaine "(i.e. money actually
returning to Bolivia) may be about US$600 million a year, roughly
equivalent to total legal exports", it is clearly an issue that cannot
be overlooked.

8. In discussing the prospective future resource gap and
external financing requirements under various macroeconomic scenarios,
the CSP does not say how cocaine has been treated or, indeed, whether
it has been taken into account at all. You may wish to ask the Region
to clarify this.

9. In response to a formal Government request for direct Bank
involvement "both moral and financial" in its drug control program,
the CSP proposes a cautious response focusing on a better
understanding of the cocaine economy. This seems appropriate, but the
theme does not get picked-up in the discussion of the ESW program.
You may wish to ask the Region what specific ESW work is contemplated
in this area.

cc. Messrs./Mss. Hopper, Rajagopalan, Colaco, Linn, Shakow, Holsen,
Corbo, Pfefferman, Dubey, Ray, Vergin, Steer, Loh,
Marshall, Haug.

FE/fe



THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: July 6, 1989

TO: Mr. Vinod Dubey, EAS

FROM: Ducksoo Lee,DDR

EXTENSION: 73348

SUBJECT: BOLIVIA - Country Strategy Papers
Cost Sharing Ratio

As required in the latest draft Operational Directive 2.10, this

CSP deals with cost sharing issues but only in one sentence (para. xi of

Summary) which reads, "we recommend that IDA finance up to 85% of project
costs, with a maximum of 90% of external financing taking cofinancing into

account." There is no explicit discussion of the justification for the
proposed cost sharing ratio. However, the CSP implicitly justifies IDA

financing of local costs both on the country grounds (resource shortage)

and project grounds (critical importance of funding for project
implementation). The country also seems to be making reasonable efforts to

reform the economy and mobilize resources to the extent possible.

Nonetheless, the recommended increase to 85% from the current 80Z (without

cofinancing) and 90% (with cofinancing) appear high in comparison to the

corresponding ratios for countries in similar range of per capita income

($570) or less. For example, in the Philippines (per capita income: $590),
the Bank agreed to finance up to 60% of project cost (75% for social

sector). For Yemen Arab Republic ($580) the cost sharing ratio is 50Z and

for Morocco ($620) 60%.

cc: Messrs. Qureshi, Vergin, Baudon, Robless (OPNSV); Harris, Casley,

Srinivasan (COD)

KSi raj :mda
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SUMMARY AND CONCLUSIONS vO,

(i) Bolivia faces formidable challenges in the decade ahead. Long-
standing poverty problems4Daccentuated by sharp gaps between the elite
(gene ally white/mestizo) and the poor Indian populations, have worsened in
recent years with overall economic decline and crises, followed by rigorous
tibilization and adjustment measures. Bolivia's traditional exports face

uncertain future prospects, necessitating a fundamental realignment of the
economy towards a new sectoral balance and different development strategies.
The problems of Latin America, particularly those of Bolivia's neighbors,
limit trade possibilities or lend uncertainty to them. Even optimistic
scenarios assume tight economic management and show slow resumption of
growth in this century. Paradoxically, the country's political situation,
once turbulent and unpredictable, now gives some grounds for optimism.
Despite a history marked by frequent changes of government and swings in
economic policy, Bolivia has completed nearly four years with strong
economic management under a democratic regime. It has followed consistently
bold, coherent economic stabilization programs premised on the vision of a
fundamental change in economic strategy: reliance on private sector growth.
Bolivia's presidential election on May 7 appears to have affirmed the
nation's commitment to the basic objectives of recent economic management
and thus provides a foundation for continuation and deepening of those
policies when a new Government takes office in August, 1989.

(ii) The past four years have been dominated by contending with the
acute economic crisis which the Government inherited in 1985. The policies
of the 1970s, a period of apparent prosperity which saw heavy external
borrowing and misinvestment, set the stage for crisis. They were succeeded
by incoherent and misguided efforts in the early 1980s that exacerbated the
problems: mismanagement of exchange rate and financial sector policies,
failure to arrest the erosion of the tax base (collections were 0.9Z of GDP
in 1984), and still further increases in the already complex web of price
controls, subsidies, and direct state production activities. The emergence
of the cocaine economy as a major force during this period complicated the
picture from both domestic and international perspectives. By 1985, the
situation was untenable: inflation was running at over 24,000Z, and the
public sector deficit exceeded 23Z of GDP. GDP fell in real terms by 1OZ
from 1980 to 1985, and per capita income dropped by as much as a third.
Bolivia faced a breakdown in its formal economy and in its public service;
capital fled and investment halted. Bolivia's economic decline in the mid-
80s can be seen as one of the world's greatest economic disasters.

(iii) Since August 1985, President Paz Estenssoro has charted the course
for Bolivia's recovery from crisis. His Government immediately introduced a
stabilization program which abruptly halted hyperinflation and set the stage
for far reaching economic reforms under a New Economic Policy. This policy
entailed measures to liberalize trade and financial markets and provided an
incentive structure conducive to private sector development. The Government
also overhauled the tax system to mobilize revenue (reducing some 400 taxes
to nine) and set about to reduce the state's role in the economy by elimina-
ting some state enterprises and scaling down others. Stabilization and
adjustment measures, however, raised unemployment and accentuated already
acute social problems. It became increasingly apparent that long-standing
poverty problems must be addressed as the centerpiece of the economic
strategy, both to guarantee short term social and political viability and
because Bolivia's long term future cannot be assured without developing its
human resources through better education and health systems. Thus, the
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central challenge for the next Government is to shift the sights from crisis
management and stabilization to address Bolivia's underlying development
problems and to implement the long term strategy which has been so well
defined in the past four years.

(iv) Bolivia's future development strategy, which has been an intensive
and explicit preoccupation of the present Government, involves first, a new
concept of the respective roles of the state and the private sector, with
the stress on the dominant role of the private sector and the development of
a market economy; second, changes in the sectoral focus of production and
exports, away from the heavy preponderance of tin and natural gas; and
third, recognition that the reduced public sector apparatus must be
revitalized. Poverty alleviation, employment generation, and better social
services have taken on increasing importance in the strategy over the past
two years. The viability and durability of the present Government's
achievements are now the central issues. Whether the economic program is
sustained will depend on many factors, domestic and foreign: these include
future action to address Bolivia's external debt problems, external support
for Bolivia in this critical transitional period, Argentina's ability and
willingness to pay for Bolivian natural gas shipments, future mineral
prices, progress in negotiating trade agreements with Brazil, Bolivia's
political stability, and progress in developing Bolivia's human resources.
Bolivia's dilemma is that, over the next decade, it can achieve a minimally-
acceptable rate of growth only with excellent economic management, strong
external support on highly concessional terms, and a good measure of luck.
The only avenue to success lies with strict adherence to policies assuring
macroeconomic stability and the liberal incentives structure introduced
since 1985. Even with good policy performance, the high debt burden, low
savings, heavy dependence on a few primary product exports, and deep-seated
inefficiencies mean reasonable growth rates are barely assured.

(v) Bolivia's long term public and publicly guaranteed external debt
(US$3.9 billion as of end 1988) is a central problem and further steps to
reduce the debt burden are essential to the success of the development
strategy. To give one key indicator, in 1988 debt service owed was 57.7% of
Treasury revenues. Bolivia's debt strategy entails distinct approaches for
the three major segments of the debt: commercial bank, bilateral, and multi-
lateral. The approach on commercial Bank debt is to retire it all. Commer-
cial bank debt (originally about US$650 million face value) was reduced by
about 50% in 1988 through a buyback operation; the process is continuing,
with a further US$100 million offered (all buyback operations have been at
11 cents on the dollar). There would be distinct advantages for Bolivia in
1clearing the slate entirely, by retiring the roughly US$220 million (face
value) remaining, although in practice Bolivia has paid no debt service on
commercial bank debt since 1984. Official bilateral debt represents 60% of
Bolivia's total debt, with Argentina and Brazil the largest creditors;
multilateral debt is 30% of the total, mainly IDB and World Bank. Bolivia
aims to reschedule its bilateral debt on highly concessional terms and has
also successfully negotiated debt forgiveness or reinvestment of interest
payments in Bolivia with some Governments. Recent efforts have focused on
Paris Club terms. While the terms of the November 1988 Paris Club reschedu-
ling were relatively favorable, Bolivia's plea for rescheduling on Toronto
(i.e., sub-Saharan African) terms was not acceded to; this issue remains on
the agenda as more concessional terms are warranted. Bolivia continues,
albeit with difficulty and delays, to service its multilateral debt. Over-
all, the need to restrict borrowing to loans on highly concessional terms is
underscored.
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(vi) Several macroeconomic scenarios illustrate the implications of
different policy and other assumptions for the Bolivian economy. These
range from a high growth scenario of 4.2% a year to a "disaster" scenario of
0.7%; a third scenario, which projects growth of 3.1% a year, offers at
least some real per capita income growth, and is our base case. It could be
achieved if the next Government can maintain low inflation, enhance incen-
tives for private investment, and improve public sector administration. The
engines of growth will continue to be mining, hydrocarbons and agriculture,
withmanufacturing playing an increasingly important role. Only if this
scenario is maintained or bettered can the Bank play a meaningful role in
Bolivia; if there is serious policy slippage or a reversion to the economic
chaos of the early 1980s, external agencies can play little constructive
role and high levels of IDA support. The most troublesome implication of
all scenarios is their limited impact on overall poverty levels and the
quality of life of the poor. Under the base case projections, by 1997
Bolivia's GDP per capita would remain 24% below the level reached in 1980.
This underscores the need to ensure a clear focus on income and employment
policies in macroeconomic management, and to design effective, targeted
programs to address the needs of the poorest groups. The uncertainties
involved bear emphasis, given Bolivia's historical political instability and
the absence of a strong tradition of civilian, democratic government.

(vii) External assistance plays a vital role in Bolivia's case, contribu-
ting US$202 million to total investment (60%) in 1988. The net resource
transfer from official sources (net disbursements on long-term loans plus
grants minus interest payments) equalled US$226 million in 1988, or about 5%
of GDP. The international community has steadily increased its support to
Bolivia in the last four years, recognizing the Government's responsible
economic management. The UNDP, IDB, and the World Bank, and several
bilateral agencies led by USAID, Germany, and Japan are most active. Most
assistance to Bolivia has been on concessional terms because of its lack of
creditworthiness but some agencies, notably the IDB and CAF, still lend to
Bolivia on conventional terms. Bolivia has markedly improved its use of
external assistance (a serious problem in the past); for example, it
contracted international procurement agents to cut corruption and speed
procedures. However, bottlenecks remain and the public investment program (
continues to move fairly slowly; it must be further reoriented to fit the
new strategy and pruned of ineffectual operations.

(viii) The Bank's present role reflects major staff efforts to rebuild the
Bolivia program since late 1985. By 1985, the Bank's program in Bolivia was
essentially defunct, because, due to poor economic management and lack of
creditworthiness, the Bank had made no new loans after 1980. We resumed a
full lending program in FY86, with approval of a Reconstruction Import
Credit and a Gas Recycling Project. Total lending in FY86-89 totals
US$350.4 million, including three policy-based operations and two institu-
tional development operations to strengthen economic and financial manage-
ment. Major efforts on economic and sector work, to support Government
efforts to elaborate its development strategy and programs, have also been
undertaken. The last formal CPP was reviewed in December 1976, but a review
of the Division Country Brief in November 1986 has guided the Bank's
strategy over the past two and a half years. Bank management has discussed
the Bolivia program several times, notably the OPSC review in August 1983
and OPC review in October 1986 of Policy Framework Papers and reviews of
adjustment operation initiating memoranda.

(ix) The policy agenda for the next government is above all to maintain
macro-economic stability. No major new departures are recommended.but in
many areas policy initiatives remain to be implemented and worked out in
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specific details. Examples are ongoing reforms in public enterprise manage-
ment, the tax reform, and customs administration, elaboration of an environ-
mental strategy, and government financial management (specifically budge-
ting, public investment programs, and auditing). Concentrated efforts are
still needed to improve the incentive structure for private investment,
including further financial sector reforms-and encouragement of joint
ventures, new tax measures, simplification of regulating changes in the
mining, hydrocarbon, and investment codes to encourage private investment,
and privatization of remaining production-oriented public enterprises major
efforts are still needed to strengthen public sector management, with a high
priority to the proposed scheme to establish a cadre of managers of economic
development. Finally, high priority should go to elaborate and implement a
coherent poverty program are needed to bridge the gap between the successful
but temporary Emergency Social Fund and future poverty oriented social
programs.

(x) The Bank's strategy in Bolivia has three main thrusts. The first
is to consolidate the macroeconomic stability achieved over the past four
years, while supporting the Government's medium-term adjustment and
development programs; the second, to remove the constraints to growth by
encouraging private sector development and investment, increasing the level
and efficiency of investment, both domestic and foreign, giving more
attention to developing and enhancing the effectiveness of public sector
institutions; and third, to alleviate poverty through measures to generate
employment and income for the poor (with particular attention to women) and
to improve the delivery of social services by better targetting, increased
efficiency, and extending basic services to underserved populations. We
will continue our close links with the IMF; the Policy Framework Paper
process will serve as a vehicle for articulating and agreeing on the medium
term framework. The IFC is expected to play an expanded role in Bolivia
over the next three years in mining, energy and agro-industries. The
potential for MIGA support should be significant but no specific proposals
have yet been worked out.

(xi) We recommend, subject to IDA availability, a lending program of
US$82 million a year, all on IDA terms and primarily for investment lending
and institutional development support, but with further quick-disbursing
assistance to support the policy reforms already launched. The new Bolivian
Government will need to introduce substantial new measures, in largep ift
cope withE the delayed payments from Argentina. If these problems persist,
as they may -wi1- dr,-gven rgntinas-uncerta-iwprognosis, the scope of
policy adjustments Bolivia will need to introduce will be far-ranging,
involving in effect a new adjustment to a permanent reduction in export
earning capacity. In this event, an IDA-supported adjustment operation
could be vital to the success of the pogra- and would have-high priority.
Enclav lB pT&bioWfrday pm!nt~of thrp-e rtreim and mining seots S

should also be considered, subject to adequate security arrangements;
Bolivia is not creditworthy for IBRD lending, and unlikely to be so in the
foreseeable future. With past IBRD loans of US$163 million outstanding (as
of March 31, 1989), Bolivia received a US$11.8 million supplemental credit
in FY89 under the IDA reflows program, and should be eligible for future
assistance. )We recommend that IDA finance up to 85Z of project costs, with
a maximum of 90% of external financing _taking cofta-c-ih-ginto=-~dbcunt.
Mobilizing cofinancing for all operations remains a high priority.

(xii) The Consultative Group for Bolivia was revived in December 1986 (it
was dormant from 1977), and has been an important focus of the Bank's
program since then. It has contributed significantly to the increase in
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external aid for Bolivia's development and improvements in its use. We plan
to organize full CG meetings annually, with the next meeting in October-
November 1989. In addition, sub-group meetings on topics of particular
interest, such as poverty and social sector programs, are planned.

(xiii) The Bank's Resident Mission in Bolivia was reactivated in June
1986; from November 1983 no Resident Representative was assigned to La Paz
because of the deteriorating economic situation. The Mission has played a
key role in country dialogue, lending program development, implementation
support, and aid coordination. This role will continue in the future, with
increasing assistance from local staff and consultants, especially to
facilitate implementation. Two positions under the Technical Assistance
Program to IDA Countries, approved in FY87, have provided valuable advisory
support to the Planning Ministry in management of the public investment
program and economic programming. This support should be continued. Me--7
recommend a third position to support social programs.

(xiv) We propose to prepare a brief updating strategy note after the
August change of Government and before the Consultative Group meeting. The
next CSP should be prepared in two years, about mid-way through the next
Government.



A. INTRODUCTION AND STRATEGIC FRAMEWORK

1. Bolivia is emerging from nearly four years of economic reform under
a remarkable statesman, Victor Paz Estenssoro, an octogenarian currently
serving his third term as president. When he first came to power in 1952,
he led Bolivia through a revolution that ushered in fundamental changes in
economic and political life. These entailed, above all, a massive increase
in the state's role in the economy and an agrarian reform that brought an
essentially feudal structure of rural life virtually to an end. Elected
President in August 1985, Paz Estenssoro faced very different circumstances.
Bolivia was in an acute economic crisis which plainly reflected profound
economic and social problems. Defying the critics and the odds, the Govern-
ment introduced and sustained a rigorous, orthodox stabilization program and
launched basic economic and social reforms whose explicit aim was to
transform the economy and society. This was accomplished in a democratic
context, with active, open, and peaceful political debate. Under Paz
Estenssoro's leadership, Bolivia has recovered from crisis and started to
build a future based on responsible economic management and willingness to
face age-old social problems.

2. The role of the state is a central issue facing Bolivia. Policies
stemming from the 1952 Revolution entailed a large, virtually all-
encompassing state role. In the mid-1980s, the public sector accounted for
65% of mineral production, 80% of hydrocarbons, 70% of energy production,
and most manufacturing. The state mining company (COMIBOL) was the
quintessenal inefficient public enterprise; in 1985 it had a workforce of
close to 30,000, operating losses of US$248 million, and virtually no
productive investment. More symbolically, COMIBOL's was a vast
paternalistic role, seeing to all its workers' needs down to food stores.
The exorbitant costs of this system plus the constant labor conflicts that,
ironically, it engendered made COMIBOL probably the highest cost tin
producer in the world. The State Petroleum Company (YPFB) was managed in
much the same way. Worse, policies favoring public sector involvement in
the economy actively discouraged the private sector. The private sector's
pattern of development and operation, heavily dependant on unclear yet
intrusive government policies, was geared towards high profit, quick-return
ventures and capital investment abroad, not at home. Private entrepreneurs
and state enterprises alike were ensnarled in a web of state regulations
which constrained rather than facilitated economic activity. The large
state role in turn gave rise to an overextended bureaucracy whose
efficiency, never high, deteriorated rapidly during the economic crisis of
the 1980s.

3. The central premise of economic reforms pursued since 1985 has been
to reduce and change this state role. First, the private sector is to be
the major force in economic development; second, the elaborate system of
controls and regulations are to be dismantled; third, the state apparatus is
to be sharply reduced and streamlined, removing it from direct production;
and fourth, an efficient public service in keeping with the new public
sector role is being built. Much progress has been made towards these
objectives, but the process plainly has far to go. Milestones include sharp
reductions in the size of key state enterprises (notably COMIBOL--from
30,000 to 7,000 employees--and the Central Bank), introduction of new fiscal
and monetary management systems, and overhaul of the tax system. Management
of the public investment program is stronger; steps include contracting of
external procurement agents and better project screening and monitoring,
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leading to higher disbursements and commitments for a sounder public invest-
ment program. An innovative program to establish a core development civil
service, paid at levels above the patently inadequate current civil service
salary scales, is being prepared. Privatization of some state enterprises
remains a goal; a commission was set up to begin the process, but progress
has been slow. Another key area for continuing reform is decentralization,
especially in health, education, and other services which must respond to
local needs and initiatives. More active and systematic collaboration with
NGOs is needed given the weakness of public institutions and the complex
nature of poverty problems. The task of restructuring the role of the state
and improving its efficiency thus remains a central priority.

4. The parallel challenge is to encourage development of the private
sector. Bolivia's private sector remains small, with most private invest-
ment concentrated in mining, commerce, and small manufacturing. From the
1950s, although the state protected some large private sector mining and
commercial interests, Government policy generally discouraged private
entrepreneurial activity. Deliberate policies and the preponderent state
role in industry, energy, and mining deterred investment, domestic and
foreign alike. Poor economic management and political instability also
played their part. The current Government's efforts to reverse the steady
decline in private investment have achieved modest success. Mining and
manufacturing GDP growth in 1988 are attributable to higher private sector
output. However, private sector confidence in Bolivia's long term develop-
ment prospects and political stability remains fragile, and market mecha-
nisms remain weak. Greater clarity in the rules of the game, for example on
joint ventures, is still needed, and despite abolition of most regulations
and price controls, excessive bureaucratic red tape persists. An
encouraging sign of a better investment climate is emerging foreign private
investor interest in Bolivia, although they plainly seek special guarantees
and security. IFC is playing a constructive role in reestablishing private
sector confidence. The next Government will need to ensure speedy adoption
by Congress of the set of incentives for private sector investment in
mining, hydrocarbons and industry, which are held over from this year's
legislative session. It will also need to continue efforts to lower
interest rates, instill confidence in the financial system, and private
support services for private sector investors.

5. Bolivia's economy is undergoing fundamental changes which call for
new strategic approaches. First, the relative importance of the key export
sectors is shifting, away from the historical dominance of hydrocarbons and
tin mining. Within mining, the role of tin dropped sharply after the 1985
tin price collapse, while gold, silver, and other minerals have increased in
importance. These shifts are the first steps in a necessary diversification
of exports. Bolivia suffered (and continues to suffer) from overdependence
on a few commodities, witness the effects of the tin crash in 1985-86 and
the devastating impact of Argentina's delinquent payments for natural gas.
The future of the hydrocarbon sector is most uncertain (natural gas contri-
buted over 40Z of export earnings in 1988). The 20-year Government to
Government contract with Argentina for natural gas sales ends in 1992.
Whether and to what extent either Argentina or Brazil will import natural
gas remains an important open question with large implications for Bolivia's
future growth prospects. The mining sector, whose share of GDP declined
from 11.7Z in 1978 to 6.3Z in 1988, needs fundamental restructuring to make
up for decades of neglect of exploration and investment. Agriculture offers
substantial potential but has yet to fulfill its promise; its share of GDP
increased (from 17.8Z in 1978 to 22.9Z in 1988Z) and the focus of production
has shifted, for example, away from cotton and sugar, towards soya., but
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output has fallen in the last two years, performance is erratic, and the key
issue of how to develop the large subsistence sector has yet to be tackled.
The industrial sector remains small, with manufacturing representing 11Z of
GDP in 1988, but again with good long range growth potential. Another major
change has been the rise of the cocaine industry as a major force in
Bolivia's economic and social life since the 1970s; coca exports are now
estimated to equal the value of all other exports in the formal economy.
This development has economic, political, and social repercussions. A third
shift, occurring slowly but inexorably, is in geographic focus, from the
highlands towards the central valleys and the Eastern Lowlands which, with
its vast land resources, is plainly emerging as a key development pole.

6. Bolivia's severe economic problems are compounded by deep seated
poverty and social problems. Although the 1952 Revolution brought social
changes to Bolivia's almost feudal system, Bolivia remains a largely rural
and highly paternalistic society in which the Indian population lives under
the economic and political domination of the wealthy and urban-based elite.
A high proportion of Bolivia's 7 million people live at subsistence levels
or in abject poverty. Social indicators are among the lowest in Latin
America. Contributing factors include poor health status of the population
and low access to education, concentration on capital intensive, enclave
type operations in mining and hydrocarbons, the failure to modernize
agriculture in a sustainable pattern, poor transport infrastructure in rural
areas, and exceptionally weak and deteriorating social services.
Stabilization programs from 1985 on have in some respects aggravated
unemployment and poverty, although the Government's Emergency Social Fund
helped mute their adverse impact. What is needed now is a concerted effort
to address the worst poverty problems, the more so because prospects for
overall income increases are so limited. Health and education services
deserve particular attention both to alleviate poverty and as part of a
long-run strategy to develop human resources.

7. The Bank is positioned to play a central role in Bolivia's develop-
ment programs during the next Government. The current lending program
directly supports the Government's strategy for Bolivia and all projects
under implementation were designed in the light of the new economic
policies. We have built up an extensive understanding of economic and
social issues. The Bank's role in the external resource mobilization effort
is central (notably through the Consultative Group). Major issues for
Bolivia, including debt strategy, the role of the private sector, the social
impact of adjustment, and approaches to poverty alleviation, are squarely
addressed in the development strategy. Due attention is paid to institu-
tional development, aiming both to support a reduced economic role of the
state and to strengthen economic management. The continuous policy dialogue
on which the Bank's role is grounded was exemplified at the April 1988 joint
Government/Bank strategy retreat at Chulumani, which reviewed in depth the
10-year development program, sector by sector. With somewhat lower inten-
sity, we plan to sustain this broad country dialogue and operating program,
with more explicit choices on areas of involvement and support.

B. BACKGROUND AND HISTORICAL PERSPECTIVE

(i) Recent Economic Development-Highlights

8. Bolivia's economic problems are deeply rooted in the dual economy
which has shaped its history. Until the mid-20th century, Bolivia was
dominated by mining interests and large landowners who ruled the country and
accumulated wealth, but had little interest in its development. The vast
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majority of the peasant population lived in poverty, working small
subsistence farms or as wage laborers on large latifundia or estates. In
1952, a revolution led by Bolivia's current President, Victor Paz
Estenssoro, shook the old order and transformed economic, social, and
political life. An agrarian reform dismantled much of the old latifundia
system and all forms of work obligations and distributed land to the
peasants. Further, the Government nationalized the large privately owned
tin mining companies, thus opening the way for a massive expansion of the
state's role in the economy. The state became over the years a large,
inefficient producer of goods and services which deterred private sector
development and failed to address the needs of the poor.

9. The 1970s were years of prosperity for Bolivia, although prosperity
proved illusory and in fact Bolivia's base of productive activity and public
services was seriously eroded during this period. In the 1970s, the economy
grew at close to 6Z annually. Growth was supported by a high rate of
investment financed by foreign sources, especially direct investment in the
petroleum sector; the discovery of sizeable petroleum and gas deposits made
Bolivia an attractive client for foreign lenders. Unfortunately, many
investments were poorly conceived and resulted in low capacity utilization
and huge cost overruns; some investments were abandoned after large expendi-
tures. The large Potosi-based lead and silver smelter, Karachipampa,
costing US$160 million, which has never operated, is typical of the white
elephants of the period. Large-scale lending to commercial agriculture,
much on subsidized terms, yielded poor results and left large unpaid debts.
The state's involvement in production of private goods led to a neglect of
public goods. Agricultural research and extension were neglected. Road
maintenance also was negligible, and health and education services were
poorly managed and inefficiently allocated.

10. In the early 1980s, Bolivia's prosperity collapsed and the country
fell into an economic depression which lasted until mid-1985. The immediate
cause of the crisis was a sharp reduction in Bolivia's access to foreign
savings, but its severity and length were the result of disastrous economic
management, particularly a huge public sector deficit financed by money
creation and an overvalued exchange rate. As the economy lost access to
foreign financing, expenditures were financed through increases in the money
supply coupled with a build-up of arrears to domestic and foreign creditors.
Rapidly rising inflation eroded the real value of Government tax receipts,
tax collection efforts diminished, and overall government revenue declined
sharply. This, combined with the failure to reduce public expenditures,
resulted in the public sector deficit widening from 7Z of GDP in 1980 to 23Z
in 198-4. This deficit, financed entirely by domestic credit expansion, led
to hyperinflation which reached the rate of almost 24,OOOZ by August 1985.
The hyperinflation took its toll particularly on the poor, whose nominal
incomes could not keep pace with price increases. The rich, in contrast,
could more easily protect their incomes and assets from the impact of infla-
tion. For rich and poor, there were countless distortions and skewed incen-
tives; for example, bonds of COBEE, a privately owned power company, with a
face value of about US$700,000, were unilaterally prepaid for US$72. When
the new Government took office in August 1985, the Bolivian economy was
incontestably in shambles.

11. The Paz Estenssoro Government introduced its New Economic Policy
within weeks of taking office. The first policy measures addressed both
stabilization issues, designed to end the crisis, and longer term adjust-
ments, to reduce the role of the state in the economy and rebuild a free
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market economy. The exchange rate was freed, to be set through an auction
system, which resulted in an immediate devaluation of the official rate by
93%; strict budgetary controls were introduced to keep expenditures to the
levels of revenues; most price controls were eliminated and specific prices
and tariffs increased (notably for gasoline, electricity, and transport),
based on a new policy to bring them close to international levels. All this
was accomplished through a Supreme Decree in August 1985. Subsequent
efforts served to consolidate and expand this program. Perhaps most
important was a far-ranging reform of the tax system, passed by Congress in
May 1986. Trade restrictions were drastically eased, with import tariffs
set at 10% plus 10% of the previous tariff, and measures were introduced to
increase tariff collections. Steps were taken to reorganize some public
enterprises and abolish or reduce others (COMIBOL was reduced in size by the
termination of 23,000 workers). The financial system was liberalized,
removing regulatory constraints on financial transactions and freeing the
determination of interest rates. In early 1987, the Government launched an
ambitious program to alleviate the impact of the economic crisis on the
poorest groups through the Emergency Social Fund (ESF), which supports small
sub-projects to generate productive employment and support social assistance
efforts (like maternal health care and school feeding), many implemented by
NGOs.

12. ' External events in 1985-86 intervened to make Bolivia's recovery
more difficult. In October, 1985 the international tin market collapsed,
causing almost a 50% decline in world market prices. This was followed by
an abrupt drop in petroleum prices in the third quarter of 1986, reducing
the value of Bolivia's gas exports to Argentina. Subsequent developments
have been more favorable, but a persistent problem, aggravated in 1989, has
been delays by Argentina in paying for Bolivian gas exports.

13. The Government has done remarkably well in man g *-stabiliza-
tion program and has achieved a clear turnaround in the long tr d of
negative economic growth, with positive GDP growth in 1 7 and 1 88. It has
encouraged private sector activity, although this has prov to
rebound. Its anti-inflation program was highly effective; hyperinflation
was halted immediately, with inflation kept to low and manageable levels
since September 1985. In 1987, output grew, for the first time in six
years, by 2.2% and reached about 2.5% in 1988. The tax reform has resulted
in steadily increasing revenues. An important start has been made to
improve public sector administration by establishing the Financial
Administration and Control System (SAFCO) for monitoring public expenditures
and better data systems for planning and monitoring public investment. A
wide range of measures has aimed to reduce waste in public expenditures,
notably better control systems and allocation of less disposable resources
for state enterprises. Noteworthy also were the bold and effective steps
taken to soften the impact of adjustment on the poor (the successful
Emergency Social Fund). Finally, the Government has been highly successful
in mobilizing foreign assistance.

14. Despite these major efforts, the new Government will inherit a long
agenda of needed actions. This reflects the depth of Bolivia's
maladjustments resulting from poor economic management in the 1970s and
early 1980s, the drastic shift in terms of trade calling for strategic
reorientation, and the weakness of Bolivia's institutions, which render
implementation particularly difficult. In many cases, further reforms are
fully prepared to the extent that legislation is drafted or before the
Congress; in others, persistence is required to see results. Priority
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should go to efforts to improve incentives for private investment, through
continued financial sector reform and completion of ongoing efforts to

reform investment, mining, and hydrocarbon legislation. Also vital are
continuing efforts to strengthen public financial management by improving
budget processes and tightening discipline in public spending. Finally,

Cb agricultural policy remains insufficiently clear and merits urgent and
concerted attention to develop the sector's potential.

(ii) Social Context

15. Bolivia was until very recently a predominantly rural society, but
in the post-1952 era, has became increasingly urban. By the early 1980's,
50% of the population lived in cities and towns of 2,000 or more. Large and
rapidly growing concentrations of very poor peasants settled in and around
cities, creating conditions of squalor and misery for lack of adequate
housing and basic social services. Employment opportunities in the formal
sector have been limited, prompting rapid growth of the informal sector;
this sector has proved highly dynamic and contributed to Bolivia's survival,
but it presents problems also, notably low levels of efficiency and a high
incidence of tax evasion. Agriculture, particularly small farmers, was
neglected, except for generally ill-conceived colonization schemes which
brought highland dwellers, with poor support, to new settlements in the
eastern lowlands. In sum, although the model of economic development
pursued over three decades purported to seek a redistribution of the
benefits of development, in reality Bolivia's highly skewed income distribu-
tion changed virtually not at all.

16. All indicators of social and health conditions point to the fact
that Bolivia is today one of the poorest countries in Latin America. Life
expectancy is 43 years for men and 53 for women; infant mortality is twice
the average in Latin America at 124 per 1,000 live births, and reaches 277
per 1,000 live births in some rural areas. Maternal mortality is very high
also, at 48 per 10,000, a situation associated with high fertility,
malnutrition, poor health conditions of mothers, and an alarming incidence
of induced abortion. Malnutrition is widespread, particularly in rapidly
growing suburbs of the larger cities and in rural areas. Daily caloric
intakes average 65% of requirements in El Alto, the new mushrooming city
adjacent to La Paz, and 59% in depressed rural areas. Crowded and
inadequate housing is the norm. Only about 69% of the urban population and
10% or the rural population have access to piped water, while 37% of urban
and 4Z of rural households have sanitation.

(iii) Political and Administrative Context

17. Throughout most of its history, Bolivia has experienced extreme
political instability (over 180 changes in government since independence in
1825); much of the time, political life was dominated by the military.
Bolivia's instability reflects the society's deep fragmentation along class,
regional, and racial lines. While the state has been able to contain and
suppress many of the conflicting forces in society, the institutions needed
to link state and society and assure structural stability do not yet exist.
Even so, and in contrast to other countries in the region, Bolivia in recent
years has not had a violent history (though earlier episodes of turbulences
suggest that the potential for violence is there). Since the 1930s, with
the emergence of a middle class, political mobilization has increased.
Multi-class populist movements have emerged, and the national political
debate has been restructured to force established elites to meet some of the
demands of the middle classes and the better organized sectors of the
working class.



18. Bolivia held general elections on May 7 for the Presidency and
other offices. No presidential candidate garnered an absolute majority, so
the outcome will not be known until August 6, when Congress convenes to
elect the President. The popular vote put two candidates virtually neck-
and-neck, with 23Z of the vote each: Gonzalo Sanchez de Lozada, candidate of
the MNR (National Revolutionary Movement--the current Government's party),
and Hugo Banzer, leader of the right-wing party, the ADN (National
Democratic Association), who was President (of a military regime) from
1971-77. Other candidates, primarily to the left, captured the remaining
vote, the leader among them Jaime Paz Zamora of the MIR (Independent
Revolutionary Movement). Of particular significance are the fact that the
three leading candidates ran on a platform supporting the economic program,
which was thus soundly endorsed by the electorate, and the peaceful and
democratic electoral process, which stands out among recent elections in the
Region from this standpoint. The Presidency is likely to be the subject of
intense jockeying in the months ahead, as a coalition will clearly have to
be formed. In Congressional elections, the margin of the MNR seems somewhat
larger than in the presidential election, which may accentuate that party's
advantage.

19. The outcome of the current elections is unlikely to change substan-
tially the fragile and highly fragmented nature of the political structure
and decision-making process. The economic and political influence of the
traditional ruling groups in La Paz and Santa Cruz, the two centers of
power, is likely to continue. Were Banzer to become President, interest
groups in Santa Cruz--Banzer's home--would have greater influence in Govern-
ment than at present. Sanchez de Lozada, from the highlands and with a
background in mining, would bring a less pronounced shift from present
patterns. The political and economic power of the Indian peasant population
will not likely increase no matter which party wins the election, because of
their lack of political organization. Decision-making on economic policy
and investment is likely to remain highly centralized, as at present.
Nonetheless, a major political issue is growing regionalism and demands for
greater local control over health, education, and other services by the
wealthier departments, notably Santa Cruz. The major candidates pledged to
decentralize government activities, but gave few specifics. Regional
control has important political implications, not least its potential for
weakening national labor movements. It could also affect the allocation of
government expenditures and distribution of revenues from oil and gas sales
and lumber concessions. The process of decentralization is affected also by
the cycle of local government elections, which take place every two years,
and tend to politicize local government and accentuate the underlying
political instability.

(iv) External Agencies and Bilateral Relations

20. Bolivia is heavily dependent upon external support for its develop-
ment. In 1988, the net resource transfer from official sources (net
disbursements on long-term loans plus grants minus interest payments)
equalled US$226 million or 5Z of GDP. The Consultative Group for Bolivia
(chaired by the Bank) serves as an important instrument for mobilizing
external support for Bolivia's development and improving aid coordination.
CG membership has expanded to include all the major agencies active in
Bolivia, and has their strong support. UN agencies and the Secretariat
General itself (through the appointment of a Special Representative for

Bolivia) also have played an important role, acting particularly to generate
increased international support and to further the Government's anti-cocaine
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programs. UNDP has been particularly active since 1985, with an ambitious
program of preinvestment and technical assistance support; Bank-UNDP
collaboration is close in many fields.

21. Bolivia's present Government has received substantial financial and

technical assistance from the International Monetary Fund. Since 1985, the
Fund has supported the adjustment effort with a one-year stand-by arrange-
ment of SDR50.0 million, approved in June 1986 (the final purchase under
that arrangement could not be made because certain performance criteria were

not observed); a purchase of SDR64.1 under the Compensatory Financing
Facility, approved in December 1986; and two Structural Adjustment Facility
operations: one for SDR18.1 million in 1987 (while financial benchmarks
under the SAF were not observed after the first quarter of 1987, progress in
meeting the structural benchmarks was satisfactory), and a second operation

for SDR136.05 million, approved in July 1988 under the ESAF. Bolivia had

drawn US$45 million SDRs under the ESAF as of March 1989. Bolivia's total
financial obligations to the Fund from these and previous loans totalled
SDR148.8 million as of December 31, 1988. The Fund's technical assistance
has supported management of Bolivia's commercial debt buy-back, budget
execution and control, tax reform, and operational aspects of the auction-
based exchange rate system. The Policy Framework Paper for the period
1988-91 was reviewed by the Bank's Executive Directors in June 1988. The

second year PFP under the ESAF is under preparation, and should be presented
to the respective boards during the summer of 1989.

22. The Inter-American Development Bank (IDB) has the largest aid
program of all external agencies operating in Bolivia. As of March 31,
1989, its active loans to Bolivia totalled US$793 million, of which US$433
million was undisbursed. In 1987-88, annual disbursements averaged US$100
million. IDB is involved in many sectors, but particularly in roads,
agricultural credit, and energy. Its role in the social sectors has been
limited, although it has contributed to the Emergency Social Fund and is
preparing a health project which will complement the FY90 IDA Health
Project. Most IDB lending, except for its limited social sector operations,
carries conventional financing terms. This presents an issue in light of
our recommendation that Bolivia should borrow only on highly concessional
terms. A dialogue on this subject is underway with the Government and IDB;
we would view with concern substantial new borrowing from IDB on non-conces-
sional terms. IDB's ability to increase its lending from Special Operation
Funds will depend both on availability of funds and restrictions on their
use (they were formerly available only for social sector projects).
Discussions with IDB on possible cofinancing of quick-disbursing loans have
been underway for some time, but made little headway until the way was
cleared in March 1989 for such lending by IDB. We plan to pursue this
avenue in the future, with the proviso that a substantial part of such
lending should be on concessional terms. We are jointly financing some
operations like the Export Corridors Program and two institutional develop-
ment operations, and plan further collaboration on energy investments. We
aim for closer coordination with IDB, particularly on hydrocarbon invest-
ments and financial sector policies. IDB might take a more active role in
the Bolivia CG, perhaps taking responsibility for directing the work of a
sub-group.

23. Bilateral agencies provide 60% of Bolivia's external support and
this aid has grown steadily in recent years. USAID, Germany, Japan, Italy
and Switzerland have the largest bilateral programs, and, encouraged by
Bolivia's recent progress, several countries have started or restarted
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bilateral assistance programs, notably Holland, Sweden, and Canada. Of
particular significance has been assistance to the Emergency Social Fund,
which has proved a successful entree for new bilateral programs. Bolivia
received an estimated US$259 million in loans and grants (new commitments)
from official creditors in CY87. This represents 6Z of GDP and was about
the same size as the public investment program in the year.

24. Bolivia's neighbors, Argentina and Brazil are major trading
partners and also its two largest creditors, respectively holding US$720
million and US$400 million in total debt, much of it contracted in the early
1980s (together over 40Z of bilateral debt). It is vital that Bolivia, a
poor and landlocked country, maintains good diplomatic and economic
relations with its neighbors. These countries, including Chile, facilitate
the transport of Bolivian goods to the Atlantic and Pacific and provide
attractive markets for Bolivian exports. Present relations with Argentina
are dominated by the festering problem of gas payment arrears. Argentine
arrears to Bolivia reached close to US$200 million in May 1989 and Argentina
is currently not paying for new gas shipments. The new Government in
Argentina will make concerted efforts to resume payments to Bolivia, but
prospects are most uncertain given Argentina's own difficulties.

25. Bolivia's relations with Brazil are good, but trade and economic
cooperation have been slow to develop. Bolivia has tried unsuccessfully to
export natural gas to Brazil since the mid-1970s. There have been many
studies done over the years on gas markets in Brazil and the feasibility of
constructing a 2,000 km pipeline from Santa Cruz to Sao Paulo. A letter of
agreement between the two countries was even signed in 1974, ratified in
1978 and updated in 1984. However, the idea ultimately proved to be
unfeasible and the two countries are now negotiating yet another trade
agreement. Under this agreement, Bolivia would use its gas to export power,
fertilizers and polyethelene to Brazil. There has not been strong support
for this agreement in Brazil either and it is unlikely one will be signed
before the current Government leaves office.

C. CENTRAL DEVELOPMENT ISSUES AND POLICY AGENDA

(i) Economic and Social Development Prospects

26. Bolivia faces enormous obstacles and uncertain prospects for its
development. Its difficult terrain and land-locked position result in high
transport costs and higher costs for its goods, internally and in external
markets. Endemic political instability had made Bolivia virtually incapable
of sustaining development policies and strategies for long. Annual popula-
tion growth rates of 2.8Z have been too high and economic growth too low to
allow for sustained improvements in living standards. As a result, Bolivia
is impoverished, its population is in poor health relative to the rest of
Latin America, and malnutrition is widespread. The vast majority of the
population has little, if any formal education and poor prospects for
obtaining it. Looming in the background is the threat of increasing
violence linked to the cocaine trade. The investment climate, while
improving, remains highly uncertain and prospects for commercial financing
(except for some short-term borrowing) in the foreseeable future are poor.
Bolivia's relations with its neighbors are clouded (paragraph 24).

27. Bolivia has important assets and advantages which offer hope for
its future growth and development. It has abundant supplies of hydro-
carbons, primarily natural gas; minerals such as tin, silver, gold and
tungsten; and extensive forests and fertile land for agriculture and
livestock production, particularly in the eastern lowlands. These resources
have not been fully explored or exploited. Bolivia now has direct access to
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the sea via the Paraguay River, which this opens the possibility of reducing
transport costs for agricultural and other merchandise which has gone over
land to Brazilian and Argentine ports. While human resources are limited in
terms of formal education, a small but well-educated cadre of managers,
professionals and technocrats in the public and private sectors is well able
to provide responsible and skilled leadership. The efficiency of Bolivia's
labor force and peasant farmers is constrained by technological and other
factors which could be overcome with investment and good management.

28. In sum, the road ahead is difficult and the new government faces
an important policy agenda to consolidate the real gains of the past four
years. To succeed, Bolivia must in the first instance sustain its macro-
economic framework, continuing to improve resource mobilization while
keeping tight control over public expenditures. Second, to see real results
from the efforts to rebuild a free market economy, planned reforms in its
hydrocarbons, mining, and investment codes must be followed through and
financial sector reforms must be pursued until they succeed in reducing the
high level of interest rates which are now a real deterrent to investment
and private sector operations. Third, concerted efforts to develop the key
productive sectors of mining, hydrocarbons, and agriculture are essential,
building on ongoing programs and bringing to bear both foreign and domestic
private investment for their development. Fourth, more effort to reform
public sector management is essential, with the priorities stronger fiscal
management, public enterprise reform, more streamlining of regulations, and
better incentives for key public servants. Fifth, Bolivia's social develop-
ment must be given substantially higher priority, both through well
targetted and managed poverty alleviation efforts and a clearer and more
intensive human resource development program. The challenge is how to do
this in the face of stagnant per capita income.

29. The role of the cocaine economy and the Government's response to it
present complex issues. Coca leaf production has increased rapidly since
the mid-1970s from a small base (coca production has ancient origins in
Bolivia but on a small scale). Obviously data on production and trade is
unreliable but available information suggests that Bolivia supplies about
35Z of world consumption. An estimated 60,000 ha are under coca, and some
100,000 families (and perhaps 10% of the population) are involved directly
in the cocaine economy. Export earnings (i.e., money actually returning to
Bolivia) may be about US$600 million a year, roughly equivalent to total
legal exports. The effects of this economy are far-ranging and in many
respects invidious. While cocaine revenues have helped Bolivia to weather
economic stagnation and crisis and profit many people, the Government
maintains that a frontal effort to reduce or even eliminate the trade is a
vital part of its economic and social strategy. Their arguments are
primarily in terms of the domestic social effects (growing addiction,
corruption, erosion of government authority, violence), but plainly the
issue clouds international relations, especially with the US. The Govern-
ment, therefore, presented a law to Congress banning most coca production.
Congress approved it in July 1988, despite vigorous opposition (based on
national sovereignty arguments) and sought international support for an
eradication and redevelopment campaign (regional programs and crop substitu-
tion), costing some US$300 million. Support was disappointing and this
program has not been at the forefront in the past two years, but may well
reemerge as a priority in the next Government. The position the Bank should
take presents a dilemma. This is a rare, if not unique case, where our
direct involvement, moral and financial, has been formally sought in an
outright drug control program, and there are clear attendent risks. To date
we have maintained a cautious position (essentially as a supportive
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observer), and propose to maintain this stance, while continuing our efforts
to understand better the cocaine economy and its economic and social
ramifications. A particular area for attention is regional development
efforts and crop substitution programs in the most affected areas.

(ii) Bolivia's Development Strategy

30. The current Government, in President Paz Estenssoro's words, aimed
to build "a new Bolivia". The Decree (21060) which in August 1985 launched
the New Economic Policy included a strong strategic orientation, as have
innumerable statements of policy, internal and external (for example, to the
Consultative Group, Paris Club, etc.). What is remarkable are the
consistency and breadth of the new economic and social model. It states
explicitly that the aim is to reduce sharply the State's role, relying on
the private sector as the motor of growth, and defends the Government's
rigorous economic policies as essential to restore viability to internal and
external accounts. The broad objectives are clearly defined in the two
Policy Framework Papers (1986, 1988) which set forth the medium term frame-
work. In addition, the Government over the past two years devoted substan-
tial efforts to preparing a comprehensive Economic and Social Development
Strategy for the period 1988-2000. The Planning Ministry took the lead,
with the help of a team of consultants, supported by German technical
assistance. The former Planning Minister took special interest in the
exercise, hoping to achieve through it both a national consensus on the
change in strategy and, by enacting parts into law, a durability which would
make departure from the strategy more difficult. World Bank staff also
contributed, through our economic and sector work and ongoing dialogue, and
participation in meetings organized by the Government, notably a high level
seminar in Chulumani in April 1988. A comprehensive strategy document was
completed and discussed in public, but in the event was not presented to the
Congress, primarily for lack of time. The future of this strategy document
is uncertain, pending the change in Government.

31. The strategy, briefly summarized, identifies seven major challenges
facing the Bolivian economy. These are: (i) reestablishing growth, (ii)
increasing investment, (iii) augmenting productivity, (iv) expanding and
diversifying exports, (v) increasing stable and productive employment, (vi)
resolving the external debt problem, and (vii) satisfying demands for social
services in health, education and housing. The strategy calls for maintain-
ing the current macroeconomic framework, controlling inflation, improving
tax administration, increasing savings and investment, and holding down
government deficits. Mining and hydrocarbons are the engines of Bolivia's
future growth and development, although agriculture and manufacturing play
important roles in generating employment. The strategy seeks to reduce the
country's dependency on a few exports, by diversifying economic output and
export markets. It proposes that special attention be paid to the problems
of rural poverty by generating new income-earning and employment opportu-
nities and extending social services to the rural poor. In dealing with the
debt problem, it calls for continued efforts at negotiating alternative
measures for reducing the official bilateral and commercial debt burdens.
Finally, the strategy reflects the Government's concerns about the impact of
development on natural resources and environment and calls for careful plan-
ning to minimize these problems.

32. The strategy aims at achieving and sustaining annual growth rates
of 3.5Z during the period 1989-1992 and increasing them to 5-6Z during
1993-1996. The 3.5Z growth rates are well within Bolivia's reach provided
the Government maintains current economic policies and future investment
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levels climb above 10% of GDP. On the other hand, we do not consider the
5-6% growth rates realistic because they imply an implementation capacity
that is unlikely to exist by 1993 and because they would require an increase
in investment beyond levels likely to be forthcoming from either domestic or
foreign sources. Future growth is expected to come from agriculture,
mining, light industry, and hydrocarbons. This is reasonable, but will not
be easy to achieve in agriculture, especially, where output in 1987 and 1988

has declined and where yields for most crops except soya, have stagnated in
the last 15 years. The Government's strategy to improve social conditions
will be difficult to achieve in view of projected growth rates.

(iii) Debt Issues and Strategy

33. A critical factor bearing upon Bolivia's future growth is its heavy
burden of external debt; the debt overhang is one of the largest in Latin
America relative to the size of the economy, exports, and income per capita.
At the end of 1988, the debt owed by the public sector of US$3.9 billion
(excluding unpaid interest to the commercial banks) was 87Z of GDP and 532%
of exports. Annual scheduled debt service alone was about 52% of export
receipts in 1987; even after rescheduling the amount actually paid on long-
term debt took up 24% of export receipts. Debt service owed amounted to 57%
of Treasury revenues; interest paid to 19% of revenues in 1988. The debt
falls into three categories: commercial bank debt, bilateral debt, and
multilateral debt; 79% is owed to official bilateral and multilateral
creditors.

34. In 1987, Bolivia's commercial bank debt was about 15% of total
external debt, with a face value (excluding unpaid interest, penalties,
etc.) of about US$682 million. Bolivia had not serviced this debt from
1984. Bolivia started discussions with its commercial bank creditors in
1985; from the outset their position was that Bolivia could not afford to
service the debt on conventional terms, and that debt reduction was
essential. Bank of America headed Bolivia's Advisory Committee until April
1989 (when they sold their Bolivian debt and withdrew from the Committee);
leadership is currently under discussion. The Government was successful in
retiring close to 50% of its commercial debt through a debt-buyback and
equity conversion operation in 1987-88. Under the operation, Bolivia
offered to buy back its commercial bank debt at a repurchase price of 11Z of
face value. The operation was voluntary, and entailed a waiver from all
banks party to the 1984 Rescheduling Agreement allowing the buyback; an
equity conversion option was also offered at a premium. The banks
stipulated that the buyback must be achieved with grant funds from sovereign
governments only. Bolivia thus engaged in a fund-raising effort for this
purpose. In 1988, the operation was completed and Bolivia retired all debt
offered by the banks, with sufficient grant funds for the purpose; the IMF
established a trust fund for the operation, and six governments (the largest
the Netherlands, Spain, Brazil and Peru) made grants for the buyback. The
time limit for the buyback was short but the equity conversion option still
continues, and Bolivia has made further offers of zero-coupon Boliviano-
denominated bonds. Bolivia was left with about US$350 million in commercial
debt after the buyback. Further discussions and fund raising are in
progress, and repurchase of an additional US$100 million is underway, inclu-
ding all of Bank of America's debt, also at 11 cents. Both the IMF and the
Bank have supported Bolivia in these operations. Bolivia's intention is to
pursue the debt reduction strategy to eliminate all commercial bank debt.
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35. In parallel with the buyback, Bolivia has supported small debt-for-
nature operations. The first was organized by Conservation International,
designed to provide funding for the Beni Biosphere; about US$650,000 was
granted to allow repurchase of debt on the secondary market, with the
proceeds used to retire debt in exchange for long-range commitments of local
currency for conservation purposes. A second such operation is under
discussion.

36. Bolivia obtained debt relief from the Paris Club twice during the
last three years (bilateral debt obligations in FY88 totalled US$2.3
billion, 60% of total debt outstanding). In July 1986, its creditors agreed
to a rescheduling of some US$400 million of Bolivia's debt, postponing 10OZ
of interest payments and rescheduling all amortization and arrears. In
November 1988, Bolivia returned to the Paris Club where the creditors gave
their approval to additional reschedulings of 100% of the debt service pay-
ments falling due between October 1, 1988 and December 31, 1989 as well as
100% of arrears as of September 30, 1988. The rates of interest and other
conditions of the rescheduling are to be negotiated by the Government on a
bilateral basis with each creditor. Because of Bolivia's heavy debt burden
and pervasive poverty (which is similar in some respects to some Sub-Saharan
African countries), the Government had made an all out effort to qualify for
the special debt relief terms defined following the Toronto Summit. How-
ever, the Paris Club did not agree to the Government's request, arguing that
the special debt relief terms were to be limited to the Sub-Saharan African
countries. Neither Argentina nor Brazil participated in the Paris Club
meeting for Bolivia in November 1988 so the Government has been unable to
reschedule its debts with these two countries, which represents 40Z of
bilateral debt. Several Governments have acted to forgive all bilateral
debt to Bolivia, and some are considering a Government proposal to invest
the proceeds of interest due in Bolivian development projects.

37. Multilateral debt represents about 30% of total obligations, of
which the World Bank holds 9% ; Bolivia's service payments to the Bank were
31% of all debt service paid in 1987 and 6Z of recorded exports. Bolivia
has serviced its multilateral debt regularly, except that on occasion
service payments have been delayed when pressures on foreign exchange
reserves have been particularly acute.

38. Bolivia's debt strategy has thus been to reduce its commercial bank
debt through the buyback operation and to obtain the most favorable resched-
uling terms possible for its bilateral debt. In both areas Bolivia's case
has been well presented and the results relatively favorable. Nonetheless,
the debt burden remains a central problem and further debt reduction, both
for commercial bank and bilateral debt, is warranted.

(iv) Strategies for Major Sectors

39. The objectives and strategies elaborated to date for the major
sectors are summarized below.

40. Agriculture has vital importance, accounting for 20% of GDP and
over 50% of employment in 1987. It must play a central role in future
economic growth and exports, and in poverty alleviation efforts (since the
poorest people live in rural areas). Recent perfqzmance is not encouraging
and agriculture has failed to respond as ex tftd to the new economic
policies, for reasons not yet fully understood. Sector growth declined from
around 4% a year in the 1970's to -2% between 1980 and 1985 and declined
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further by about .1% a-year from 1985 to 1988. Agriculture was long
neglected in favor of mining, hydrocarbons and other priorities, and a well-
defined sector strategy is patently absent. Disappointments abound.
Initiatives in sugar and cotton in the 1970s to promote exports withered;
integrated rural development projects in the altiplano, aimed to increase
small farmer productivity and income and alleviate poverty, had little
impact; even with the dismantling of massive controls in recent years,
supply response has been disappointing. The potential for agricultural
development is, however, good, if not exci ninEhe altiplano and
valleys, fivesto-ck, potatoes and quinua are among the commodities which can
be produced, even within the prevailing subsistence farming systems. In the
lowlands, the vast frontier offers good land for soya, wheat and other
export commodities. Forest resources are substantial, their exploitation
still highly selective (under concessions to the private sector). The
failures of agriculture thus reflect misguided policies which have distorted
production patterns, misdirected efforts towards uneconomic ventures, long
neglect of agricultural research and development of services, and failure to
respond to the special needs of the poor farmers in the ecologically
difficult highland areas. Natural resource management has been particularly
weak, reflected neither in policies nor programs. More positively, the
Government is devoting significant efforts to defining its agricultural
strategy and to rebuilding leadership in the Agriculture Ministry. Produc-
tion in the lowlands, especially of soya, is taking off, reflecting both
better incentives and the opening of trade routes to the Atlantic (via the
Paraguay-Parana River). Some efforts to rebuild an agriculture credit
system have been launched. Much remains to be done, with the priorities the
revitalization of research (including more cooperation with CGIAR institu-
tions), effective guidance to ongoing development of the Eastern lowlands,
and reviving agricultural credit. Major institutional development efforts
are needed, including revamping of public investment programs.

41. With the decline in income from mining and the steady impoverish-
ment of the altiplano, the Eastern Lowlands have become the focus of
Bolivia's future agricultural growth. They encompass some 370,000 km2 , or
34Z of Bolivia's total land area, yet are sparsely populated (around one
million people in an area the size of West Germany and England together).
This frontier region was a backwater throughout most of Bolivia's history,
because population and economic activity were concentrated in the altiplano.
However, this changed dramatically in the last 30 years following the
discovery of oil and gas and major investments in export agriculture. Both
spontaneous and organized migration has increased the population of the
region at a pace well above the national average. Investments in transport
from Santa Cruz to. the Brazil border and a new port on the Paraguay River
reflect efforts to develop export corridors to both the Atlantic and the
Pacific. The Bank has played an active role in helping to define a coherent
regional development strategy. The strategy provides for an assessment of
the land use capability and preparation of a development plan, definition
and protection of environmentally sensitive areas including rainforests, and
evaluation and protection of indigenous people in the area. Secondly, the
strategy is to support the cautious expansion of commercial crop production,
mainly for exports, through credit, infrastructural development and improved
services. Thirdly, the strategy is to support technology development, and
provision of services for both commercial and subsistence farmers aimed at
achieving a balance of agricultural growth and environmental protection.
Because of the rapid expansion taking place of large-scale agriculture in
the environmentally sensitive Eastern Lowlands, coupled with the economic
importance such development holds for Bolivia, we are tackling these
problems of the Eastern Lowlands on a priority basis.
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42. Quite different strategic issues present themselves for the high-
lands and valleys, where farming and livestock production are essentially
small scale, subsistence, and highly traditional in method. Most attempts
to improve agriculture in the altiplano have met with failure but efforts
are needed still to identify appropriate technologies (including reviving
ancient techniques used by the early Indian cultures), credit systems, and
other support services (including rural transport). The agricultural
strategy for the altiplano gives first priority to applied research and
dissemination of proven and culturally acceptable technologies for
increasing production. Second, the aim is to build on the few successful
private, cooperative, or regional initiatives producing commercial crops,
tailoring government services and credit to support them. Third, the policy
and institutional environment must be strengthened as an essential element
for achieving sustainable growth. The altiplano- strategy forms part of the
overall strategy to tackle rural poverty problems, and presents particular
challenges, as it must address complex economic and social problems (for
instance, insufficient recognition of women's productive roles) that have
defied solutions for decades. NGOs and other private groups working at the
community level have had important if small-scale successes, often
exhibiting sorely needed qualities of cultural sensitivity, and these
efforts could be the core of future programs.

43. The Mining sector remains vital for Bolivia's economic growth,
despite the drop in its share of GDP and export earnings from 10 and 60Z
respectively in the early 1980s to 6Z and 45Z in 1988. In 1988, mining
showed signs of recovery, registering a 23Z increase in output (although
this high rate of growth may rely on an unsustainable exploitation of former
COMIBOL properties). Private mining companies have assumed much greater
importance after the debacle of COMIBOL in the mid-1980s. The mining sector
no longer depends upon tin exports (exports stopped entirely for about two
years). Even with a recovery in tin prices, the future in mining is
probably with gold, silver, tungsten and some other metals. Long run
potential is considerable but major shifts in strategies and investments to
make up for decades of distorted policies are needed. The Government has
moved decisively in this direction, although a new mining code, setting out
a coherent framework for private mining operations, was not passed by the
last Congress. Major support for the sector rehabilitation and development
program is provided under the recently approved Mining Sector Project
(FY89). The immediate priorities for the sector are to: (a) further scale
down and reorganize COMIBOL into a lean, profit-making and market-oriented
business; (b) increase efficiency and productivity in both public and
private mining sectors to gain competitiveness in world mineral markets; (c)
diversify exploration and mining efforts from tin to other metals; (d)
promote joint ventures between COMIBOL and the private sector and between
Bolivian mine owners and foreign investors (in close collaboration with the
IFC which plans major investments in mining in Bolivia); and (e) promote
measures to protect the environment from contamination by mining activity,
and to improve health conditions for miners.

44. Oil and natural gas accounted for 6Z of GDP and 40Z of export
earnings in 1988. Bolivia has substantial reserves of natural gas
(estimated at 4.1 trillion cubic feet in 1985), equivalent to 40 years of
production at current levels. Liquid hydrocarbon reserves stood at about
154 million barrels, the equivalent of about 17 years of present production.
The Bank has had a long-standing role in the sector, supporting construction
of a gas pipeline to Argentina in the early 1970s, extensive studies on
exploration, production and marketing of natural gas for domestic consump-
tion and export, and production of liquid fuels from condensates. .In the
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medium-term, the Government will need to address several key issues on how
to: (i) increase the production of liquid fuels to meet domestic demand
while maximizing exports; (ii) increase proven reserves of liquids and
natural gas to achieve long-term production targets; (iii) increase natural
gas use in Bolivia, itself, for domestic consumption and power generation;
and (iv) maintain, and ideally increase exports of gas to Argentina after

1992, when the current sales contract terminates. Of crucial long-term
importance is the unresolved issue of whether gas or gas product sales to
Brazil are politically and economically feasible. Brazil has offered
attractive markets for Bolivian natural gas in the past, but the two
countries were never able to reach an agreement and future prospects are not
promising. However, current proposals are for Bolivia to construct a
thermal power plant, then sell electricity (as well as gas-based fertilizer
and polyethelene products) to Brazil. A framework agreement at presidential
level between Brazil and Bolivia was signed in August 1988 and discussions
are underway to work out detailed proposals and mobilize financing (a very
difficult task). The IFC plans joint operations with Philips Petroleum and
Occidental Oil companies.

45. In power, the immediate challenge is to expand the electricity
generation and distribution system in a rational and cost effective manner,
with the possibility of exporting electricity to Brazil. With demand
projected to increase at 5-6Z per year, substantial investments are needed
in the next five years. Continued efforts to reinforce the institutional
capability to carry out power investment programs have particular
importance. The Ministry of Energy and Hydrocarbons is being strengthened
by creating a planning and programming unit, while the National Energy
Directorate (DINE) needs additional manpower to fulfill its tasks of
analyzing and setting bulk and retail rates for all power utilities, in
accordance with the National Electricity Code. The National Power Company
(ENDE), Bolivia's main generating and bulk transmission utility will
transfer to the smaller utilities all generation plants with a capacity of 5
MW and less, and concentrate its activities on construction of the larger
generation plants and transmission lines, to be defined after the completion
of Bolivia's least-cost expansion plan by mid-1989. The Government needs to
define as soon as possible the future of the Bolivian Power Company's
(COBEE) concession contract in the La Paz and Oruro areas.

46. Bolivia's economic future depends heavily upon the development of
transport infrastructure and its efficient management. The country's
difficult geography and widely dispersed population mean high transport
costs throughout the economy. Furthermore, the transport sector has not
been well managed: maintenance of the road network has been highly
inadequate, planning of transport investments has been haphazard and poorly
coordinated, and no well-conceived strategy has been followed to develop
efficient road and rail corridors for Bolivia's traditional and non-
traditional exports. Transport investments, even when adequately funded,
have been slowly implemented. The Bank's policy dialogue on transport
issues, based on a Transport Sector Strategy Paper, has been productive. It
highlights four major areas for investment: maintenance and rehabilitation
of existing road and rail facilities, integration of the three main
populated areas of the country by road, upgrading of priority export
corridors, one to the Atlantic and one to the Pacific, and construction of
penetration roads to areas of high agricultural potential. The Government
must also improve road maintenance before making further investments in new
construction. ENFE, the national railway, needs assistance to begin to
operate on commercial principles in competition with other modes (although
it is a rare railway company that covers costs with revenues).
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47. Bolivia's manufacturing sector is small--it contracted sharply
during the early 1980s, and its contribution to GDP dropped from 15Z in 1980
to 1OZ by 1985. Other than mining, manufacturing was the only sector which
showed signs of a strong recovery in 1988 (in beverages, textiles and other
small-scale industries). With the private sector focus of the Government's
program, this sector has special importance. To develop its potential and
to support the recovery process, the Government has taken steps to create a
policy environment conducive to private sector growth. These include
liberalization of the trade policy regime and of factor markets, measures to
promote exports and investment, elimination of price controls, tax reform,
and measures to privatize several public enterprises. The medium-term
objectives are thus to revitalize private sector growth and to create a
policy environment which will permit a better realization of the sector's
potential. An important ingredient in this strategy is financial sector
reform which is needed to bring down interest rates and restore confidence
of businessmen in the banking system. Another priority is to build up
institutions to support small- and medium-sized entrepreneurs and exporters,
where there are promising opportunities to support women's initiatives and
cooperate with NGOs.

48. The strategy in the social sectors--education, health and water
supply and sanitation--gives priority to policy and institutional develop-
ment issues and focuses investment on extending social services to various
target groups. Because acute limitations will constrain financial and
administrative resources for the foreseeable future, efforts must
concentrate on basic services and support to the most vulnerable groups
(children and pregnant and lactating women). A particularly strong base for
future programs is the promising experience of the Emergency Social Fund,
which showed what could be done and plainly confirmed the pent up demand and
need for support for poverty alleviation efforts. During 1987-88, the
Emergency Social Fund secured over US$102 million in foreign loans and
grants, creating over 116,000 temporary jobs, corresponding to 10% of the
officially unemployed. The demand driven mechanism of access to the Fund's
grant was a major element of its success. The decline of social services,
from the already low base, in contrast, presents major long-term challenges.
In health, the priority is to strengthen the Ministry of Health in its
planning and management functions and support the extension of primary
health services by the NGOs, municipalities or other health providers at
regional levels. In education, the focus should be on improving the quality
of primary education and extending its benefits to all and, particularly, to
girls in rural areas. A key element of the strategy should be to achieve a
more equitable allocation of public resources for education by reducing
subsidies for those, mostly from middle and higher income groups, who attend
public higher education without fees. In water supply and sanitation, the
strategy will focus on extending service coverage in urban and peri-urban
areas, giving particular attention to the needs of lower income groups.
Options for introducing low-cost sanitation technologies to the population
will be pursued, through municipalities and utilities. Improvements in the
management and operational efficiency of the utilities, starting with La
Paz, Santa Cruz and Cochabamba, also have priority.

49. Institutional development and technical assistance are a major
focus of the Government's (and IDA's) program and will continue to have
priority in the future. This is because Bolivia's public sector
institutions are weak and in need of strengthening, particularly in economic
and financial management. IDA has supported several ambitious initiatives to
establish a foundation for a sounder, leaner public sector, including
assistance to government agencies in resource mobilization, investment
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program planning and budgeting, and financial monitoring. The Government
plans to launch a Public Sector Management Program to meet the immediate
need for a cadre of competent development civil servants.

(v) Strategic issues and policy agenda

50. Central issues for Bolivia's development over the medium and longer
term, and the agenda for action on policy and investment are set forth
below. These issues follow from the basic strategic objectives, which are
to consolidate the macro-economic framework and thus improve the functioning
of markets, to remove the major constraints to growth, through development
efforts for the major productive sectors and a restructuring of the public

N sector, and to address the problems of poverty.

(1) Consolidation of Macro-economic Stability

51. Tight macroeconomic management and further debt reduction are a
must. Since August 1985, the Bolivian Government's successful economic
program has led to renewed economic growth. If the next Government is to
sustain current levels of economic growth, it must act responsibly on key
areas affecting future economic performance. Inflation will have to be held
to 10Z by tight controls over monetary and fiscal policy; further debt
reduction and restructuring are needed, with the goal of reducing the debt
service ratio from 52Z to 40Z of GDP. The domestic savings rate needs to

"' Aise to 13Z of GDP (from 8.4Z in 1988). Depreciation of the Boliviano over
the medium term is also likely to be necessary to diversify exports and
reduce dependence on external capital. However, even with good economic
management, growth prospects are limited by virtue of Bolivia's constrained
productive capacity and ability to implement investments.

(2) Remove Constraints to Growth

52. Investment: the level and efficiency are keys to growth. To
achieve significant growth, the Government must mobilize and disburse
increasing amounts of domestic and foreign investment, both public and
private, and establish an incentive framework to improve the current invest-
ment climate. Investment will need to increase to near 15Z of GDP from
current levels of 9-10Z, if Bolivia is to achieve minimally acceptable rates
of growth. Private investment remains sluggish and will increase only with
renewed confidence in the economy and the financial system. Most of
Bolivia's investment requirements will continue to be met by loans and
grants from the international donor community. lecause of its sound
economic management and commitment to democracy, Bolivia has been able to
mobilize increasing donor assistance over the last two years. Total
disbursements under the public investment program reached US$133 million in
1987 and climbed to US$202 million in 1988. The current Government has

significantly improved management of the public investment program, but
still has far to go to improve its use of Bank and other foreign assistance
(undisbursed commitments total an estimated US$1 billion).

53. Measures to restore private sector confidence and clarify its
role have central importance. The Paz Estenssoro Government has attempted
to increase private sector investment in the economy, but has been largely
unsuccessful to-date. The steady decline in private investment during the
early 1980s was only slightly reversed during 1986 and 1987 when it
reached 4.9% of GDP. Preliminary estimates indicate that private invest-
ment s a proportion of GDP fell in 1988. The Government's strategy has
con ted of improving the policy environment and the legal framework for
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private investment (export incentives, preparation of new investment laws
for foreign investment, mining and hydrocarbons), the creation of institu-
tions to support private sector investment initiatives (Centro de
Promoci6n de Inversiones, Nuclei Regional), and provision of funds to
facilitate restructuring and expansion of investments. In addition, the
Government has dismantled ineffective, more actively interventionist
policy tools, such as the old investment law, and is actively trying to
divest from a number of public enterprises. This reflects the present
administration's basic attitude of limiting the Government's role to
providing an appropriate policy framework and support institutions, but
leaving most investment decisions to private sector initiative. The next
Government must continue to support these policies and follow-up on: (i)
the pending modifications in the investment, mining, and energy codes, 7
(ii) pursuit of financial sector reforms to give the business community
more confidence in the banking system, (iii) reducing high interest 4
rates, making working capital available for restructuring and modernizing
enterprises, and (iv) making sure that its exchange rate and other
commercial policies enable manufacturers to compete effectively in
international as well as domestic markets.

54. Sustained efforts to redefine the role of the public sector and
to enhance its efficiency are essential, both to support the continuation
of the macro-economic program, and to support the efforts to promote
development of the productive sectors. The steady growth of the public
sector over the past 30 years has been reversed, but its role remains
large and in important respects ambiguous. The aggregate size of the
state's role has been reduced, notably with the scaling down of COMIBOL
and some other state enterprises. A broader privatization effort has been
started, focusing on smaller companies now managed by regional corpora-
tions, but clearer guidelines and forceful leadership are needed to
achieve significant results. More efforts to improve the efficiency of
state enterprises are needed; a good start has been made with new tariff
policies and financial restructuring and management improvement measures,
but much remains to be done. It is ,particularly important that reforms
(notably under the SAFCO program) be institutionalized. Decentralization
initiatives over the past two years became embroiled in political conflict
and stalled. Given the need to make services, especially in education and
health, more responsive to local communities, the effort merits a high
priority, within the framework of clear rules on respective responsibi-
lities for management and financing. The Regional Development Fund was
established in 1987 partly to support this effort, but its role needs to
be clarified before it can play a major part; it is to provide technical
support and financial intermediation for local government development
projects. Better incentives to public servants are an essential part of
the effort to improve the performance and efficiency of the public sector.
Plans to implement a public sector management program to recruit and
adequately compensate a cadre of qualified managers is a promising
initiative which merits priority follow up.

55. Special attention to environmental dimensions of development
programs is needed. The new economic strategy has important implications
for management of natural resources which need to be taken into account in
planning future investments. Bolivia already faces serious environmental
problems: (i) poor water resource management and increasing water (7
pollution; (ii) underutilized and overexploited land resources and
significant soil losses through water and wind erosion; (iii) increasing
deforestation on land not suitable for agriculture; (iv) lack of forest
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management; (v) increasing destruction of fisheries, wildlife and, in
general, of biodiversity by development activities; and (vi) serious
institutional weakness for dealing with natural resource management and
environment problems. The Government is receptive to both specific
measures and moves to broaden strategy in this field. The recent appoint-
ment of an Undersecretary of Environment in the Agriculture Ministry
reflects this interest. We expect to develop a specific agenda of action
proposals as part of our ongoing environmental Issues Paper exercise.

(3) Action to Alleviate Poverty

56. Poverty is a long standing problem in need of urgent attention.
There is little prospect of making major inroads on Bolivia's chronic
poverty over the next five years. Economic growth is not expected to
produce any per capita increases in consumption and projected recurrent
expenditures in the social sectors allow only limited increases in
expenditures. Improvements will need to come from greater efficiency and
from better targetting of programs to those most in need, within the
framework of a coherent poverty strategy which has yet to be elaborated.
The Government must reorient the emergency effort for dealing with poverty
by: (i) generating employment and income for the poor, and (ii) improving
on the delivery of social services. In terms of generating employment and
income, the starting place might be the Altiplano where the provision of
credit and other support services to peasant farmers could increase
productivity and incomes. Another could be in the informal sector in the
urban areas, where credit has only just become available for micro-
enterprises. In terms of social services, the most realistic strategy
for helping the poor might consist of a three-pronged approach involving:
(a) reallocating subsidies for education and health services which only
benefit middle and upper-income individuals to services which benefit
poorer communities, (b) mobilizing private resources (e.g., NGOs and
church groups) for social services, and (c) initiating poverty reduction
programs targeted at the most seriously affected groups. The new Social
Investment Fund offers an good vehicle for channeling and coordinating
such efforts.

57. Without a reduction in Bolivia's rapid population growth, poverty
problems are likely to become still more acute. The key is to reduce
fertility, a high priority on economic grounds. High population growth
rates strain already inadequate job-creation and public sector capacity
and hinder raising per capita income. Also, maternal and infant mortality
and morbidity are closely linked to short-spaced, frequent births. Church
groups have strongly opposed attempts to introduce family planning; thus
action programs in this area must take this opposition and the political
issues it entails into account.

58. Bold and aggressive efforts are also needed for Human Resource
Development. The quality of education in Bolivia is low at all levels.
Resource use in education is also poor and the public institutions
responsible for the planning and management of education are weak.
Reforming the education system should be a priority for Bolivia, but will
be feasible only with cooperation from the teachers union. Improving
teacher salaries and productivity are essential first steps to enhance the
quality of education. Rewards for teacher and student performance need to
be more widely used as well. Another priority is to address the wide gap
which separates the rural and urban education systems (which reinforces
inequalities along racial lines). Efforts should focus on reducing drop-
out rates, providing more trained teachers to replace the secondary school
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graduate teachers or "interinos" and more educational materials, and
increasing the enrollments of girls, since most currently do not attend
school in rural areas. It will also be important to enhance the present
decentralized decision-making process by allowing for greater experimenta-
tion in instruction and supervision at the community level. The role
played by NGOs in education at the community level has been highly
positive and should be increased wherever possible.

D. MACROECONOMIC PROSPECTS

59. Prospects for the Bolivian economy are extremely uncertain, given
the difficulty of the development challenge and the long history of
political and economic instability. We have elaborated a set of macro-
economic scenarios to illustrate the implications of different policy
assumptions for the Bolivian economy and the Bank's program. Table I shows
the principal assumptions and results of these scenarios. Of the four
scenarios, we consider the acceptable growth scenario the "most likely"
case, and use it as the base case in planning the Bank's work program. The
policy slippage scenario is not much less likely. The two other scenarios
(high growth and disaster) represent more extreme outcomes. While neither
of these scenarios is given a high probability, they are useful to
illustrate the wide variety of possible futures for the Bolivian economy,
depending on the policy choices made.



Table 1: Alternative Policy Scenarios

(Average 1990-97)

Policy Assumptions Economic Assumptions Results
Dom. Ext. Cons. Fixed Current
Sav. Sav. Export GDP p.C. Invest. Acct.
/GDP /GDP ICOR Growth Growth Growth /GDP /GDP

High Growth Scenario

Low inflation, liberal economic regime. 12.3 4.2 3.5 6.1 4.2 0.8 14.5 -8.6

Improved incentives for private sector invest.

Rapid improvements in public sector adminis.

Rapid supply response by private sector.

Acceptable Growth Scenario

Low inflation, liberal economic regime. 11.3 3.1 4.0 5.0 3.1 -0.2 12.4 -7.5

Improved incentives for private sector invest.

Slow improvement in public sector adminis.

Slow supply response by private sector.

Policy Slippage Scenario

S Moderate inflation. 8.2 3.4 5.5 3.4 1.6 -1.3 8.1 -6.4
Erosion of liberal incentives structure.

Little improvement in public sector adminis.

Little supply response by private sector.

Disaster Scenario

High inflation. 6.1 0 6.5 2.6 0.7 -1.9 3.7 -3.8

Controls on most aspects of economic activity.

Deterioration in public sector administration.

Decline in formal sector of economy.
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(i) Acceptable Growth Scenario

60. This scenario assumes that future Governments adhere to the basic
macroeconomic framework introduced by the Paz Estenssoro Government, and
adopt further policy and administrative improvements. Necessary policy
reforms, which could be achieved if pursued aggressively, include passage
of the investment, hydrocarbons, and mining codes; implementation of the
privatization program; and continuation of the financial sector adjustment
program. Improvements in public sector administration are also assumed,
particularly in the areas of tax administration and social services.
However, inadequate resources, poorly-trained staff, political obstacles,
and corruption will continue to slow administrative reforms. Poor
administration in turn will impede the supply response to the liberaliza-
tion program, holding growth to rates only somewhat above that achieved
during the past two years.

61. Output and Investment. Appropriate ed nomic nolcles should
encourage asatros ndncrea-se sA a innveastment. Domestic savings
is projected to rise from 8.4% of GDP in 1988 to 12.8% in 1997, implying a
marginal savings rate of about 30%. Rapid increases in savings can be
achieved if, as expected: (a) confidence increases with continued good
policy performance; (b) new profit opportunities encourage savings; and
(c) the effectiveness of tax administration improves. The present level
of savings is low. Therefore, despite rapid increases in savings,
substantial external assistance will be required to finance the projected
rise in fixed investment from 11.1% of GDP in 1988 to 12.4% in 1997.
Assuming an ICOR of 4 (high in comparison to the Bolivian record from
1960-78, but not an unreasonable assumption given the present level of
efficiency in the economy), this rise in investment would imply an average
3.1Z increase per year in GDP.1

Table 2: Acceptable Growth Scenario
(percent)

1988 1989 1990 1991 1992 1997
Constant 1987 Prices

GDP 2.8 3.5 4.0 3.9 1.1 3.2
Consumption Per Capita -4.7 -0.3 -0.7 0.4 0.1 -0.4
Investment/GDP 10.0 12.4 14.2 i4.6 14.5 14.31
Domestic Savings/GDP 8.4 9.3 11.0 11.6 10.0 12.8
External Savings/GDP 1.6 3.1 3.2 3.0 4.4 1.5

Current Prices

Current Account/GDP 8.8 11.7 9.3 8.4 9.1 4.8
Public Debt/GDP 87.1 89.3 90.1 89.5 91.5 79.5

62. The sectoral composition of output is not expected to change drama-
tically over the next decade, but some diversification within sectors is
expected. In minerals, the share of non-tin mining (particularly silver and
gold) should increase significantly at the expense of tin. Some increase in
oil exploration is expected as a result of the recent agreements with
Occidental and Tesoro (at least sufficient to avoid becoming a net importer

1/ GDP rises by 3.5Z a year in every year except 1992, when the cut in gas
sales to Argentina forces a reduction in growth to 1%.
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of petroleum), but natural gas will remain the most important component of

hydrocarbons production. Commercial agricultural production in the lowlands

is projected to grow rapidly, but it is unlikely that highland agriculture

will increase much faster than the population. Industry's share of GDP will
increase slightly. While in volume terms industry's contribution to output
will remain limited, industrial growth is essential to achieve some diversi-
fication of Bolivian production.

63. Achievement of this scenario would mean complete recovery from the

economic disaster of the early 1980s, and would set the stage for faster
growth in the following decade.. Employment in the formal sector of the
economy would expand rapidly, and significant productivity gains would be
made. However, the scenario also implies some decline in per capita
consumption, and barring any unanticipated redistribution of income, little
improvement in the living standards of the poor (beyond what can be
accomplished through improving the delivery of health services).

64. External Resource Requirements. Mining and hydrocarbons will
continue to be the most important sources of foreign exchange earnings for
some time to come. Mineral exports are expected to increase by over 16Z a
year in 1988-90 owing to a recovery by COMIBOL, and more moderately in the
1990s due to increased exploration and development by the private sector.
Prospects for natural gas exports to Argentina are extremely uncertain. We
assume that Argentina will repay its more than US$120 million in arrears to
Bolivia, as anticipated in the IMF program. There is reason to believe that
Argentina will insist on reduced gas purchases after expiration of the
present agreement in 1992, as the price Bolivia receives is presently above
world market levels and Argentina has substantial unexploited natural gas
deposits. Even so, it will probably take some years before Argentinian gas
production rises sufficiently to meet domestic requirements without imports
from Bolivia. To reflect theelikelihood of continued gas sales but at a
lower price and/or volume, we reduce Bolivia's revenues from gas exports by
50Z beginning in 1992.

65. Another important issue concerns the recent agreement with Brazil
to sell electrical power, urea, and polyethylene. Questions about the
feasibility of the proposed projects must be answered before work can
proceed, particularly the size of the market for these products and whether
the petrochemical projects would be large enough to produce at a cost
competitive in today's market. Unless private investors can be found, it
appears that Bolivia would have to guarantee the funds to finance the US$1.2
billion in planned investment. Should the projects fail (either because of
unexpected technical difficulties, unfavorable changes in market conditions,
or political or economic instability in either Bolivia or Brazil), Bolivia
would still have to repay this enormous debt. Given the many uncertainties
involved, we have not included the Brazil projects in the projections.

66. Exports of nontraditional products are projected to rise by almost
12Z a year from 1989-97. Exports of soya are projected to increase rapidly
over the next decade, as Japan appears ready to provide a secure market and
preliminary data indicate the availability of large areas of land suitable
for growing soya. Other non-traditional exports are assumed to increase by
1OZ a year. An appropriate exchange rate policy should facilitate some
diversification of Bolivian exports into textiles, wood and wood products,
and simple industrial products.

67. Despite increased export revenues and higher savings, substantial
external assistance will be necessary to purchase necessary imports and
finance projected investment levels. External savings (the trade deficit)
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is projected at 3Z of GDP in 1989. Of course, capital inflows (net of
amortization) will be even higher, as a portion of external funds must be
used to cover all interest due. The current account deficit is thus
expected to reach almost 12Z of GDP in 1989.2 The ratio of the current
account deficit to GDP remains high from 1990-92, owing to the rapid
increase in investment and emergency assistance anticipated in 1992 to
cushion the impact of the cut in Bolivia's natural gas exports to Argentina.
Thereafter, the deficit falls sharply (to 4.8Z of GDP in 1997) as domestic
savings finance an increasing share of investment.

Table 3: Balance of Payments Projections
(US$ Millions)

1987 1988 1989 1990 1997 1990-97

Current Account Balance -508 -388 -561 -482 -429 -496

Net Official Transfers 106 117 120 123 125 130

Net Direct Foreign Invest. 15 30 34 39 96 64

Net Project Disbursements 153 192 348 324 250 306
Bilateral 40 19 107 103 58 96
Multilateral 113 174 242 221 192 210

of which: IDA 40 94 65 64 101 84

Rescheduling 241 207 125 204 49 152
Unpaid Interest 241 127 58 71 10 36
Unpaid Amortization 0 80 67 133 39 117

Other Flows 1 -85 -202 -30 -168 -32 -127

Change in Reserves 78 44 -36 -40 -59 -28

Memo Item

Current Account/GDP (Z) 12 9 12 9 5 8

1 Includes errors and omissions, unpaid gas receipts from Argentina, and
payments to oil companies.

68. Bolivia's current account, deficit (and reserves increases) will
have to be financed almost entirely out of loans and grants from official
creditors. Net lending to the public sector is expected to average
US$465 million a year from 1990-97 (see Table 3). Of this amount, US$210
million represent net disbursements from multilateral creditors, US$96
net project disbursements from bilateral creditors, and US$152 million
rescheduling of debt service payments. The major sources of multilateral
assistance will continue to be IDA and the Inter-American Development
Bank. We expect that the USAID program will continue at present levels
(unless interrupted by Congressional complaints over lack of progress in

2/ An additional reason for the difference between the ratio of external
savings to GDP and the current account deficit to GDP is that the
former is calculated at constant prices, while the latter is at current
prices.



- 26 -

reducing the coca trade), and that Japanese assistance will increase
significantly, particularly through cofinancing. In addition to disbur-
sements on existing loans, substantial new commitments will be required
to support this level of net lending, on the order of US$400 million a
year from 1990-97. Somewhat more than this average amount will have to
be provided in the earlier years, with a high share of quick-disbursing
loans. These numbers represent an extension through 1997 of donors'
programs over the next three years, as outlined at the last Consultative
Group meeting. Almost all of this assistance is expected to be provided
at concessional terms.

69. Rescheduling of debt service due to bilateral creditors
continues to be necessary throughout the forecast period. We assume that
the Paris Club reschedules all debt service due on loans incurred before
1986 (the cut-off date used by the Paris Club) in every year through
1997, including rescheduling of previously-rescheduled debt. These terms
are similar to that provided Bolivia in last year's rescheduling of
approximately US$400 million owed bilateral creditors. This assumption.
implies the deferral of approximately US$150 million a year in debt
service payments form 1990-97.

70. Decreasing reliance on external capital and concessional terms
permit some decline in debt service indicators. The ratio of debt (owed
or guaranteed by the public sector) to GDP is projected to fall from 89%
in 1989 to 80% in 1997, and interest payments owed fall from 29% of
exports in 1989 to 14% in 1997. Even so, Bolivia would remain not
creditworthy for loans at commercial terms by the end of the forecast
period. Debt service indicators would exceed levels acceptable to
private lenders for a country with a relatively undiversified export base
(so that debt service capacity is highly vulnerable to unexpected shocks)
and low levels of productivity and industrialization. Despite the
considerable achievements in improved policies and relatively favorable
international economic environment assumed in the acceptable growth
scenario, Bolivia would still need to wait until the 21st century before
returning to international capital markets.

71. This scenario is similar to that being used by the IMF in
negotiations for the Enhanced Structural Adjustment Facility (ESAF).
However, the IMF is more optimistic about Bolivia's medium-term prospects
(we use the IMF's forecast for the three-year duration of the ESAF
program). GDP growth projected by the IMF is somewhat higher, and the
current account deficit is somewhat lower, than in the acceptable growth
scenario. These differences arise from the following: (a) the IMF
assumes that Argentina will maintain its natural gas purchases from
Bolivia at present levels after expiration of the present contract in
1992, while we assume a 50Z cut in gas sales to Argentina; (b) the IMF
projects substantial repatriation of private capital while our net
capital inflow line is zero, and has more rapid increases in private
direct investment; and (c) the IMF's projection uses an ICOR of 3.5
compared to the level of 4 in the acceptable growth scenario. On
balance, we find the IMF's forecast too optimistic to be used as a most
likely case for Bank planning. Continued Ar en es are very
uncertain and the assumption of high evels of net capital i lows
appears risky, particularly given the large capital outflows ecorded in
the balance of payments in 1988 and early
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(ii) Policy Slippale

72. There is some risk that the next Government will not maintain
the liberal economic framework introduced by the present Government.
While the two major opposition parties support the present economic
framework, the policies their leaders followed in former administrations
suggest that at least some deterioration in policy performance is likely.
ADN pursued excessively expansionary policies under General Banzer during
the 1970s. MIR was involved in the Government which presided over the
1983-85 hyperinflation. Further, the present Government's policies have

elicited strong opposition from many powerful groups in Bolivia. Even
elements of the business community have called for changes in policies to

favor certain productive activities, which would have the effect of

impairing efficiency.

73. Obvious targets for change include reintroduction of subsidized
credit schemes coupled with interest rate controls, higher and differen-
tiated tariffs, reintroduction of capital controls in an attempt to
support an overvalued exchange rate, renewed interference by the state in
hiring decisions and wage negotiations, and price controls. It is also
possible that improvements in public sector administration could be
shelved, tax administration weakened, and bank portfolio requirements
relaxed. The common thread underlying all of these is the success of
particular interests in gaining benefits from the state that gradually
erode the efficiency of the economy as a whole.

74. The policy slippage scenario illustrates one view of the
consequences of such a deterioration in policies. Reintroduction of
controls reduces the efficiency of investment, which we represent by a
rise in the ICOR from 4 in the acceptable growth scenario to 5.5.
Reduced confidence and profit opportunities slow the rise in domestic
savings, to 9.8Z of GDP by 1997, 1.5 percentage points above the 1988
level but 3 percentage points below that projected in the acceptable
growth scenario. Lending from official donors also falls owing to
reduced commitment on the part of Bolivia to promised reforms and lack of
necessary counterpart funds to obtain loans. For the purposes of
illustration, we assume that net disbursements from official sources are
20Z below the level projected in the acceptable growth scenario.
Altogether, lower external and domestic savings keep fixed investment at
8.6Z of GDP by 1997, compared to 12.4Z in the acceptable growth scenario.

75. Reduced investment and efficiency would lower GDP growth to 1.7Z
per year over the forecast period, reducing per capita consumption by
1.4Z a year. Employment in the formal sector of the economy would rise
very slowly, as controls directed more activities towards contraband
trade and other informal sector operations. Although external borrowing

would decline relative to the acceptable growth scenario, slower exports
and output growth would mean little improvement in debt indicators. By
1997, debt would equal 79.8Z of GDP and interest payments 13.82 of
exports under the policy slippage scenario, about the same levels as in
the acceptable growth scenario.

76. The implications for Bolivia's economy and the Bank program
would be severe. Further declines in consumption, coupled with little
improvement in social services, would have a calamitous affect on the
poor. The fall in living standards would intensify social conflicts and

further disrupt production. IDA lending would have to be sharply
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reduced. Increased distortions and poor administration would probably
make it impossible to proceed with planned infrastructure loans or
technical assistance. However, depending on the extent of disorganiza-
tion in the Government, some lending for social programs might continue.

(iii) High Growth Scenario

77. While the future of the Bolivian economy is most likely to fall
within the range defined by the two scenarios described above, more
extreme outcomes are possible. Bolivia could achieve even higher rates
of growth than envisioned in the acceptable growth scenario. Barring an
unexpected (and permanent) terms of trade gain, significantly higher

growth would most likely result from two sources: (a) a more rapid supply
response to the liberalization program, meaning that private sector
investment and savings would be higher than in the acceptable growth
scenario; and/or (b) a more rapid than expected improvement in public
sector administration, wfidh-ould increase effic-iecy-and raise public
confidence, and hence savings- ----

78. The high growth scenario illustrates the assumptions necessary
to produce a growth rate of 4.5% per year over the forecast period.
omestic savings are one percentage point more of GDP than in the
acceptable growth scenario, and the ICOR is assumed to fall to 3.5,
compared to 4 in the acceptable growth scenario. Faster growth
encourages increased inflows of net direct foreign investment and a rise
in official lending (because more efficient administration permits faster
disbursements and policy success attracts greater bilateral flows),
resulting in capital inflows 20% above that received in the acceptable
growth scenario. Higher investment permits a rise in export growth to
6.6% per year (compared to 5.0% in the acceptable growth scenario), led
by rapid growth in non-tin minerals and agricultural products. Under
these assumptions, per capita consumption would ingrease by 1.4% a year.

79. This scenario represents a much more optimistic view of
Bolivia's prospects than the acceptable growth scenario. A rising
standard of living might facilitate efforts to redistribute income.
Formal sector employment would increase very rapidly, because high growth
would raise total employment in the economy and because more efficient
public sector administration would reduce incentives for informal sector
activities. Even so, by 1997 Bolivia would remain not creditworthy or
loans on commercial terms. Debt would equal almost 4.5 times the value
of export revenues, and remain more than 80% the size of GDP. This
scenario would imply no change in IDA's lending program (compared to the
acceptable growth scenario), as Bolivia still could not afford to borrow
at IBRD terms and IDA resources are limited.

(iv) "Disaster" Scenario

80. Alternatively, policy performance could be even worse than
anticipated under the policy slippage scenario. In addition to
increasing controls, future Governments could return to running large
fiscal deficits financed through credit from the Central Bank. Private
sector savings would disappear, with the exception of forced savings
through the inflation tax, and the demand for real money balances would
plummet. Bolivians would transfer their assets overseas, invest in
inflation hedges, or direct all transactions through the informal sector.
Capital inflows would dry up, owing to poor execution of projects,
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economic chaos, and inability to repay external lenders. We have assumed
that Bolivia is forced to achieve balanced trade, owing to a break in
relations with creditors. Declines in domestic and foreign savings would
dramatically reduce the funds available for investment, which would be
allocated through various inefficient rationing schemes.

81. A wide variety of paths are imaginable under these
circumstances; the projections shown in Table 1 (GDP growth of 0.7Z per
year, and per capita consumption decline of 1.9Z a year) are simply one
possible scenario, by no means the worst, that could result. This
scenario would imply severe conditions for the poor, in some sense worse
than in 1980-85 because consumption declines would start from a lower
level. The disaster scenario would also imply a complete cessation of
the Bank's lending program and a severe cutback on economic and sector
work, both because of difficulties in omplishing anything in such an
atmosph and because Bolivia wou rob bly stop servicing IBRD and IDA

tA ASS E STRATEGY

)N i anV Assistance in Bolivia-History and Assessment

82. Bank operations in Bolivia fall into two distinct periods. The
"past" program, from 1964 to 1980, focused on infrastructure development and
direct production operations, with some lending in the social sectors from
the mid-1970s and a Structural Adjustment Loan in 1980. The "present"
program dates from 1985, and has supported the Government's new economic
programs. Between these two periods (from 1981 to 1985), the Bank made no
new loans to Bolivia as creditworthiness deteriorated and economic manage-
ment declined; we did, however, provide substantial technical assistance
through economic and sector work.

83. Bank management has reviewed the country strategy for Bolivia on
several occasions. Policy Framework Papers were considered by the OC (and
OPSC) in November 1986 and January 1988. A Division Country Brief (DCB),
outlining the country assistance strategy and proposed program, was reviewed
in November 1986. That review focused on the IDA allocation, the need to
work towards greater specificity in policy recommendations at both the
macroeconomic and sector levels, proposals (then under elaboration) for a
program to address the social costs of adjustment, and the role of the
cocaine economy. The last formal review of a Country Program Paper (CPP)
was in December, 1976. The.Operations Committee has also reviewed the three

adjustment operations approved for Bolivia: RIC I (June 1986), RIC II (June
1987), and the Financa Sector Operation (June 1988).

84. Prior to 1980, Bank lending to Bolivia was dominated by development
of infrastructure and projects for the energy, agriculture, and mining
sectors. Bolivia was an IDA-only country until 1975, when IDA lending was
curtailed after the start of natural gas and petroleum exports. Most lending
was on Bank terms thereafter, with some blend operations in the late 1970s.
Transportation was a focus of the early lending program, particularly the
railroads; these operations were generally successful. Lending to the
productive sectors had more mixed results. In the energy sector, the Bank
played a key role in establishing the national power company (ENDE) and
overall development of the power sector; we also financed the expansion of
gas production and the gas pipeline to Argentina. In agriculture a series
of livestock projects met considerable success, but three ambitious rural
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development projects approved in the mid-1970s did not meet their objec-
tives, in part because of troubled country conditions. Water supply and
education projects also met limited success. In mining, Bank assistance
consisted mostly of credit operations for the private sector, including a
fund for mining exploration which was not successful.

85. The Bank made a Structural Adjustment Loan to Bolivia in June,
1980, to support a stabilization and medium-term adjustment program. The
SAL program included: economic and financial stabilization measures agreed
with the IMF; specific measures for export promotion; and a public invest-
ment and financing program. The military government which took over in July
1980, however, could not keep the program on track. Reading some seemingly
hopeful signs, the Bank underestimated the political risks, and released the
SAL's second tranche in November 1980. The program was never revived
despite repeated efforts and hopes. This SAL is justifiably seen as one of
the least successful the Bank has supported.

86. From 1980 to 1985, growing economic chaos in Bolivia made new
lending increasingly futile. The Bank cut back its resident mission and
struggled to rescue ongoing operations and to ensure service of Bank debt.
Work on several new operations proceeded, and continuous efforts were made
to reformulate an economic stabilization program and to resume lending. The
most lasting achievement of this difficult period was some excellent
economic and sector work, notably the 1985 Economic Report issued at the
time of the Bolivian elections; it was used in formulating the new Govern-
ment's economic program. Other work included studies on COMIBOL and the
private mining sector, on the Agricultural Credit Bank (BAB), and other
reports on agriculture, mining, and transport.

87. PPARs and PCRs, now virtually complete for all pre-1980 operations,
underscore the mixed results of past lending. The underlying lending
strategy was generally pragmatic and yielded important results. Nonethe-
less, both at a country and project level the Bank misread the underlying
trends of the 1970s and was caught up in the heady days of the petroleum
boom. The story of the early 1980s is one of persistence and frustration,
as mounting difficulties confronted all operations, making project implemen-
tation virtually impossible and eroding the results of years of work.
Because Bolivia could not service Bank debt, disbursements were suspended
several times, once for over six months. Political activism affected Bank
operations directly, leading to frequent changes of project personnel and,
in some instances, demonstrations or takeovers. In sum, the experience of
the final years of the first phase projects was exceptionally difficult.

88. Shortly after the new economic program of the Paz Estenssoro
Government was introduced in August, 1985, the Government sought Bank
assistance, and the Bank moved quickly to respond. Work began almost
immediately on an emergency operation, a Reconstruction Import Credit based
on the economic program to provide quick-disbursing funds to priority
sectors. Decisions were also made to revive the Consultative Group to help
mobilize external assistance, to establish a new Programs Division to help
rebuild the Bolivia program, and to reactivate Bolivia Resident Mission.
The renewed operating program thus dates from FY86, and has entailed
intensive work to build up a new lending program, extensive economic and
sector analysis which has produced reports on most sectors and special
reviews of the public expenditure program, export prospects, the eastern
lowlands, and private sector issues, and resource mobilization work, largely
through the Consultative Group.
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89. The Bank has played a central role in Bolivia's stabilization and

adjustment efforts over the past four years. Lending since FY86 has totaled
US$350.4 million, for 11 operations, all on IDA terms since Bolivia is

clearly not creditworthy for Bank lending. This support has been an
important part of the external resources mobilized for Bolivia's economic
programs, and has been associated with substantial cofinancing. The opera-
tions include three quick-disbursing operations: two Reconstruction Credits,
designed to help rehabilitate key productive sectors, which have moved more

slowly than expected, and a Financial Sector Adjustment Operation. Two

special operations were developed to help cope with the social impact of
adjustment, through the Emergency Social Fund; this program has been highly
successful and should provide a basis for developing future poverty
programs. In addition, a pipeline of investment projects has been developed
and several are under implementation; of material assistance, given
Bolivia's very limited budget resources, has been the use of PPFs to help

prepare operations. A central focus of the program has been institutional
development, in line with our view of the weakness of economic management
and institutions and, more broadly, the need to rebuild a "lean and mean"
public service. These efforts, while substantial and much needed, represent
only a start on this formidable task.

(ii) Proposed Country Assistance Strategy

90. The proposed country assistance strategy will support the continua-
tion and deepening of the Government's medium term adjustment and develop-
ment programs. The focus will be on maintaining the macroeconomic frame-
work, boosting the level and efficiency of investment, both public and
private, and attacking poverty by expanding employment and income earning
opportunities and improving the delivery of social services (with reliance
on NGOs). Important features of the program are the emphasis on
implementing the remaining regulatory reforms and other incentives for
private sector investment (the legislation for which is in large measure
already prepared); the importance of institutional development efforts given
the weakness of public services; and the stress on poverty alleviation in
light of Bolivia's grave poverty problems and poor prospects for achieving
per capita income growth during this century. External resource
mobilization is vital for the program's success so the Consultative Group
will remain a central focus of operations. Debt restructuring and
reduction, will remain a priority as it is a precondition for success.
Briefly, the central strategic objectives are to:

(i) sustain current macroeconomic programs, with further reforms
in fiscal management (especially tax and budget systems);

(ii) pursue vigorous programs to rehabilitate and restructure the
key economic sectors (mining, agriculture, hydrocarbons);

(iii) increase levels of public and private investment, improving
the quality of public investment and acting to develop
incentives and markets conducive to private investment;

(iv) develop and maintain essential infrastructure, particularly
transport, in keeping with the growth strategy; and

(v) implement a comprehensive strategy to attack poverty and
increase the effectiveness of social development programs,
particularly in health and education.



- 32 -

(iii) Operational Program

Lending

91. The proposed five-year lending program for Bolivia for FY90-94

(base lending program) is summarized below; the details are in Annex 1.

The program includes both adjustment and investment operations. The main
focus of the program is on sector investment lending, with a high policy
content in all operations. The base program is all on IDA terms, since
Bolivia is not creditworthy for Bank lending. It averages US$82 million a

year.

Table 4: Proposed Five-Year Lending Program

1990 1991 1992 1993 1994 1990-94

FY Commitments IDA 80 75 80 85 90 2 410
CY Net Disbursements JWk,42' 330.095

IDA 57.5 74.6 82.1 42.3 44.1
IBRD -21.1 -22.4 -19.8 -19.6 -19.2

92. The proposed lending program reflects the country assistance
strategy in its dual focus on increasing the economy's productive capacity
and on poverty alleviation and human resource development. Ongoing and
proposed operations support sector adjustment and development programs in

mining and energy, with two proposed operations to support agriculture in
the eastern lowlands and the altiplano. Infrastructure development is
geared to export promotion and support for general increases in production
and basic services. The ongoing and proposed Financial Sector and Banking
Sector operation support the critical financial sector reforms on which the

revival and development of private investment, domestic and foreign,
depends. In parallel, an ambitious series of operations would follow up on

the poverty alleviation initiatives launched under the Emergency Social
Fund operations, with further lending for health, education, water supply,
and to the Social Investment Fund for community based projects, many to be
implemented by NGOs.

93. The proposed program includes only one quick disbursing operation
(Banking II), because it has been geared to the long term objective of
building the institutional and productive capacity to develop the produc-
tion base and sustainable public services. However, further quick-disbur-
sing assistance, linked to a renewed adjustment effort, may prove necessary
early in the next Government, primarily because of the new shock Bolivia is
experiencing with delayed or absent payments from Argentina for gas
shipments. The Bank should use its good offices to encourage Argentina to
continue paying for Bolivian gas. If this situation is not rectified, a
major review of priorities and programs will be essential, tied to new
efforts to mobilize financing to meet a critical external gap. We are

preparing contingency proposals to present to the new Government on the
nature of adjustments that might take Bolivia some way towards meeting this
new crisis. Another possibility, not included in the base program, is IBRD
lending for enclave operations in the energy and mining sectors, with
appropriate guarantees. If investments were well justified on economic and
financial grounds, such lending could contribute materially to improving
growth prospects, but the possibilities for such operations are too unclear
at present to include them in the program. Finally, a "core poverty
program" (Annex 1B) will replace the operational program for Bolivia, in
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the event of serious policy slippage; lending would be sharply curtailed
under such a scenario, with efforts to continue with some social

development and poverty-oriented operations except under the most acute

deterioration in economic circumstances.

Economic and Sector Work

94. An ambitious economic and sector work program has supported our
policy dialogue, lending work, and aid coordination and mobilization
efforts. Over the past three years, we have prepared three macroeconomic
reports and carried out reviews of public sector investment; produced
sector reports on transport, health, agriculture, and finance; and under-
taken special studies on export prospects, development of Bolivia's eastern
lowlands, private sector issues, the informal sector, issues for women-in-
development, and the environment. The Bank has also jointly prepared and
updated two Policy Framework Papers, with the IMF and the Government. Much
of this economic and sector work has directly served the Bolivia
Consultative Group and has supported the Government's efforts to elaborate
a new long term development strategy.

95. The planned economic and sector work program for FY90-92 is
organized around regular economic reports and reviews of public investment
and expenditures, which will serve as the major documentation for annual CG
meetings; in some years the two exercises will be combined. As Bolivia has
an ESAF program with the IMF, we also expect to produce annual Policy
Framework Papers. Additional sector work or special studies will focus on
the following topics:

96. Poverty. A major study in FY90 will examine the root causes of
poverty, assess macroeconomic and sector policies and programs in terms of
their impact on the poor, and propose policy and investment options for
increasing employment and income. Special attention will be given to
employment issues for agriculture, manufacturing, and services. Social
services administration and financing issues (including ways to improve
efficiency) will be examined with a view to extending service coverage and
targetting services better to vulnerable groups. This review should assist
in formulating a well-articulated poverty alleviation strategy and would be
a topic for discussion at a Consultative Group meeting.

97. Agriculture in the Altiplano. This review would focus on the
problem of low agricultural productivity and small farmer incomes in the
altiplano. The study would examine the region's natural resources in terms
of their current use and potential for crop and livestock production;
assess alternative technologies, including irrigation, and production
systems suitable for the area and identify those which show promise for
widespread dissemination; review experience in managing credit and other
support services (including marketing and transport) and options for
improvement; and identify social and cultural constraints to dissemination
and adoption of new techniques. The results would enrich the poverty
alleviation strategy and agriculture sector operations.

98. Industrial Development. Despite extensive policy reforms to
promote industrial development and growth, structural and other impediments
still impede reactivation of industry. Among these are: a continuing
shortage of working capital in combination with high interest rates, weak
institutions to support private sector initiatives, infrastructural

deficiencies, a weak financial system, and wide spread contraband. The
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proposed sector review will examine structural and policy constraints to
industrial development and make recommendations on needed improvements in

the policy framework and on financing, infrastructure, and institutional
support.

99. Eastern Lowlands Development Options. With the rapid growth of
economic activity in this region, and the absence of planning or even
elementary controls on land use, a clear development strategy is essential.
Our FY88 Regional Development Study laid the groundwork for such a strategy
but additional work is required. The proposed study would identify
options, issues, and tradeoffs which regional authorities should consider
in planning for development of resources and infrastructure in the
lowlands. Institutional constraints to implementation will also be
examined. The study would devote special attention to environmental issues
raised by the exploitation of land and forest resources, gas and oil
exploration and development, road construction, slash and burn agriculture,
road construction, and other activities.

Resident Mission

100. The Bank's Resident Mission in Bolivia was reactivated with the
appointment in October, 1986 of a new Resident Representative; when his
predecessor left Bolivia in November, 1983, he was not replaced because of
the deteriorating economic situation, although the office remained open.
The objectives of the Mission have been to: (i) provide technical support
for the Government's reform programs; (ii) rebuild the depleted Bank
lending program, and (iii) support aid coordination and preparatory work
for the Bolivia Consultative Group. The Resident Mission has made many
useful contributions to all three objectives. It also plays a key
continuing role in project implementation, flagging and following up on
issues; this role has particular importance given the very difficult
implementation problems facing the Government. The Resident Mission has
been active in aid coordination among the donor agencies in La Paz and
should continue this as a complement to the Consultative Group. The role
of the mission is being enlarged with use of local staff and consultants,
especially to assist on implementation assistance.

Consultative Group

101. The CG for Bolivia was revived in December of 1986 after a nine
year hiatus. The CG last met in Paris on July 6-7, 1988; it is scheduled
to meet again in October 1989, after the new Government takes office. The
next CG meeting will focus on the new Government's macroeconomic program
and the medium-term issues of economic management, adjustment, debt and
growth. It also should examine the Government's public sector investment
program and review progress and problems on program monitoring and
implementation. Poverty and environmental issues should be at the
forefront of the next meeting, to encourage the new Government to give
these issues priority on its development agenda. The 1990 CG meeting
should focus more specifically on medium term issues, including
agricultural development strategy and poverty alleviation programs. In
sum, the Bank should plan to continue its active support of the -
Consultative Group, with regular annual meetings and special sub-group
meetings on topics of special interest.

International Finance Corporation

102. IFC plans to increase its investments by US$40 to US$60 million in
Bolivia over the next three to four years. It is likely to concentrate its
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investments in mining, energy, and agro-industries which will support our
objectives for the productive sectors and contribute to private sector
development. In mining, IFC plans to provide US$20 to $30 million to the
larger mining companies for restructuring and modernization programs. In
energy, it is considering investing in exploration and field development of
oil and gas with two foreign oil companies and is examining projects for
domestic consumption of natural gas. In agro-industries, it is examining
investments for promoting the export of flowers and coffee and for meat
processing for domestic consumption. IFC's increased involvement in
Bolivia is important for encouraging domestic private investment as well as
foreign investment. IFC should consider offering Bolivia other assistance
to strengthen the role of the private sector. IFC participation in future
CG meetings would keep the donor community apprised of its activities and
plans and might encourage private foreign investment in selected
operations.

Bank Exposure, Creditworthiness, and Risk

103. Since the Bank began operations in Bolivia in 1964 it has made a
total of 14 loans and 24 credits for a total of US$646 million. The gap in
Bank/IDA lending from 1980 to 1986 depleted the portfolio so that the
undisbursed balance stood at about US$15 million in FY86. Bolivia has
largely maintained payments on its debt to the World Bank, the IMF and the
IDB, although for brief periods the Government has fallen into arrears to
all three institutions. Bolivia's current and projected debt service
obligations on IBRD and IDA borrowing for the period 1988-1993 are as
follows:

Table 5: Debt Service Obligations
(Percent)

1987 1988 1989 1990 1991 1992 1997

Debt Service to the Bank 11.0 12.3 12.5 10.2 9.9 8.6 8.1
Total Debt Service

Debt Owed the Bank
Total Debt 9.3 12.6 12.3 12.1 12.0 12.2 14.2

Debt Service to the Bank
Exports of Goods and
Services 5.5 6.4 5.7 4.9 4.1 4.1 2.1

This table indicates that the projected lending program for Bolivia would
imply no significant increase in the Bank's exposure; as all new lending is
on IDA terms, debt service payments to the Bank would fall as Bolivia pays
off its old IBRD debt. Therefore, debt service paid the Bank is projected
to decline from 6.42 of exports and 12.3Z of total public debt service in
1988 to 2.1Z and 8.1Z respectively, by 1997. Debt owed to the Bank would
rise slightly from 12.6Z of public debt in 1988 to 14.2Z by 1997, almost
all of this representing IDA debt by 1997. Bolivia benefitted from an IDA
reflow allocation of US$11.8 million, approved by the Board in March 1989,
and should be eligible for further assistance in future.

104. Bolivia is not creditworthy for loans at commercial terms, and has
little prospect of becoming so for the foreseeable future, as levels of
debt and debt service are unacceptably high. Debt owed by the public
sector exceeded five times the value of export receipts and 80% of GDP in
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1988, and debt service obligations were over half of exports, despite
reschedulings. Market behavior confirms this judgment: commercial banks

have accepted 11 cents on the dollar to retire bank debt. It is thus
doubtful that banks will soon provide new loans beyond short-term finance.
In our most likely scenarios, debt service is projected to exceed 24% of
exports and debt to remain at about 80Z of GDP by 1997, even with most
loans at concessional terms. Even if Bolivia's performance is much better
than expected, the small industrial base and heavy dependence on a few
primary commodity exports make it a considerable risk for loans at
commercial terms. As an illustration of the risks involved, we have run a
scenario in which the price Bolivia receives for tin and natural gas are
25% below that projected in the acceptable growth scenario. Assuming no
changes in policy to compensate for this fall in revenues, GDP growth would
decline to 1.9% a year in 1989-97, compared to 3.1% in the acceptable
growth scenario, and ratios of debt to GDP and interest owed to exports
would increase further. This vulnerability to external shocks makes
Bolivia a very poor credit risk.

Table 6: Impact of Price Shock
(percent)

GDP Growth Interest/Exports Debt/GDP
1989-97 1988 1997 1988 1997

Acceptable Growth 3.1 31.3 13.2 87.1 79.5
Scenario

25% Fall in Tin 1.9 17.6 88.7
Gas Prices

105. The country strategy involves important risks, beyond this basic
creditworthiness issue. They are tied to the prospects for achieving the
strong economic management and political stability that are essential for
Bolivia to succeed. If the current macroeconomic program is not sustained,
a sharp decline in economic performance is almost certain, making normal
investment operations and of course policy reform virtually impossible.
Hard won gains could be quickly lost. The stance of the major candidates,
that the program must be continued, and the response of the electorate give
reason for hope that the program will be maintained but a reversal or, even
more likely, policy slippage, are a real risk. Even if the current policy
measures are maintained, there are risks that the modest growth targets for
the medium-term will not be achieved because of inadequate resources to
finance projected investment, a shortfall in Government revenues prior to
1992, created by a steeper decline in gas exports to Argentina than
anticipated, or inadequate administration of public sector resources. Much
will depend upon the performance of the new government and the confidence
it instills in domestic financial markets and in the donor community.



ANNEX lA

PROPOSED LENDING OPERATIONS
(USS millions)

Last FY Total

Actual Current Current Current Currnet Current Quinquennial

88 FY89 FY90 FY91 FY92 FY93 Lending Oper.

IBRD IDA IBRD IDA IBRD IDA IBRD IDA IBRD IDA IBRO IDA IBRD IDA

Non-Adj ustment Lending

Agriculture

Eastern Lowlands 35.0 35.0

Agricultural Development 20.0 20.0

Total Agriculture 35.0 20.0 55.0

Education

Education Project 20.0 20.0

Total Education 20.0 20.0

Energy

Gas/Power 20.0 2u.0

Total Energy 20.0 20.0

Industrial Development/Finance

Financial Sector 70.0 70.0

Financial Sector--Supplemental Cr. 11.3 11.3

Mining I 25.0 25.0

Private Enterprise 15.0 15.0

Banking Sector II 60.0 60.0

Mining Sector II ____ ___. 35.0 ___ 35.0
Total Indus.Dev/Finance 70.0 36.3 15.0 35.0 80.0 216.3

Industry

Industry 30.0 30.0

Total Industry 30.0 30.0

Water Supply & Sewerage
Water Supply and Sewerage 20.0 20.0

Total Water Supply and Sewerage 20.0 20.0

Transport

La Paz Municipal 15.0 15.0

Export Corridors 37.0 37.0

Road Maintenance 30.0 30.0

Total Transport 15.0 37.0 30.0 82.0

Population and Health

Integrated Health Development 20.0 20.0

Total Population and Health 20.0 20.0

Non-sector Specific

Emergency Social Fund II 24.7 27.4

Social Investment Fund I 25.0 25.0

Social Investment Fund II 25.0 25.0

EMSO 9.7 9.7

Total Non-sector Specific 24.7 9.7 25.0 25.0 84.4

GRAND TOTAL: 109.7 75 96 80 105 547.0



ANNEX 1B

PROPOSED LENDING OPERATIONS
(US$ millions)

"Core Poverty Program"

FY90 FY91 FY92 FY93 TOTAL

Education 20.0 20.0
20.0

Population & Health 20.0 20.0
20.0

Social Investment Fund 25.0 25.0
Social Investment Fund II 25.0 25.0

50.0

Total IDA 25.0 20.0 20.0 25.0 90.0



ANNEX 2

SUMMARY OF ECONOMIC AND SECTOR WORK
(staffweeks)

Last

FY88 Current Current Current

Actual FY89 +1 FY90 +2 FY91

ECONOMIC WORK

Updating Economic Memorandum 50.6

PSER 4.9

Eastern Bolivia Study 38.4

Environment 42.1

Country Economic Memorandum 63.0 2.0

Public Sector Expenditure Review 38.0 2.0

Environment Issues Paper 12.0 6.0

Policy Framework Paper 2.0 1.0

Poverty Study 5.0 61.0

Women in Development 5.0 2.0

PFP Update 4.0

CEM/PSIR 91 15.0

Total Economic Work: 136.0 125.0 93.0

SECTOR WORK - Regional Managed:

Agricultural Sector Review 10.2 4.0

Banking Sector 1.0 6.0

Industrial & Trade Sector 1.3 2.0 8.0

Gas Sector 15.3

PHN Sector Review 18.7

Export Corridors 18.0

Total Sector Work: 64.5 12.0 8.0

GRAND TOTAL 200.5 137.0 101.0



KEY INDICATORS

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 199 1994 1997

GDP Growth Rate -4.4 -6.5 -0.3 -0.2 -2.9 2.1 2.8 3.5 4.0 3.9 1.1 .3 3.2 3.2

GNP growth Rate -5.4 -6.1 0.4 -1.5 -2.1 2.6 3.5 1.4 8.9 4.5 1.5 .7 3.4 3.3

GNP/Capita Growth Rate -8.2 -8.9 -2.4 -4.3 -4.9 -0.2 0.7 -1.4 . 1.7 - 3 0.9 0.6 0.5

Consumption/Capita Growth Rate 1/ -6.8 -8.4 -5.0 1.3 -3.8 -1.1 -8.0 -1.1 -1.8 -0.1 -0.3 -0.8 -1.2

Total DOD 2/ (in USS) 3087.6 3468.6 3567.3 2961.8 3814.1 4388.8 3859.0 4289.2 4688.1 5054.7 5470.2 853.3 6178.5 7048.4

DOD/IGS 3/ 285.8 303.4 335.2 250.6 326.2 350.8 346.8 305.9 328.0 330.5 348.3 350.4 347.8 327.9

DOD/GDP 48.9 57.4 41.8 60.9 99.4 102.9 87.1 89.3 90.1 89.5 91. 90.3 88.1 79.5

Debt Service (in US$) 558.0 639.2 528.0 362.9 274.8 367.6 379.1 382.8 459.2 485.0 48 .2 457.7 478.9 435.0

Debt Service/IGS 48.3 55.9 49.4 30.7 24.8 29.4 34.1 27.4 32.1 30.4 .7 27.4 27.0 20.2

Debt Service/GDP 8.9 10.8 8.2 7.5 7.8 8.6 8.8 8.0 8.9 8.2 8.1 7.1 6.8 4.9

Interest/IGS 15.8 16.2 18.0 18.7 18.1 24.2 18.8 18.2 14.9 13.8 13.0 12.2 11.9 10.5
Interest /GDP 2.9 3.1 2.2 4.5 4.9 7.1 4.7 .7 4.1 3.7 _ 3.4 3.2 3.0 2.6

Gross Investment/GDP 12.4- 12.-5 11.9 12.7 5.6 10.0 1 .0 12.4 14.2 14.6 14.5 14.4 14.4 14.

Domestic Savings/GDP 22.7 22.0 17.5 11.8 3.8 4.0 8- - 7.7 9. 10.3 9.1 9.8 10.2 3
National Savings/GDP 16.3 17.5 - 3.-W~~5.3 -2.2 0.8 3.9 3.2 7.3 8.4 .7.5 8.2 8.9 10.9

Marginal National Savings Rate 40.8 19.8 -608.8 3331.2 36.4 44.2 219.6 2.4 140.5 568.2 -180.2 50.1 53.8 59.7
Public Investment/GDP 7.4 8.4 8.4 8.1 3.2 4 7 7.1 7.5 7.7 7.8 7.8 7.8 7.8
Private Investment /GDP 5.6 _-33 3.8 2.7 2.9 f 4~.3 S31.!1 4.6 4.7 4.9 4.9> 4.9 --r 4.-
Ratio of Public/Private Investment 1.3 2.8 2.2 3.0 1.1 . - 1.# 1.6 1.6

ICOR 4/ -5.6 -3.8 -8.1 34.2 9.1 5.1 3.1 3.9 3.8 4.0 3.9

Government Revenues/GDP 5/ 5.5 7.8 3.3 9.1 15.6 14.4 15.8 16.5 17.4 17.7 18.3 16.7 17.3 17.8

Government Expenditures/GDP 21.3 24.8 24.6 18.0 18.8 14.7 13.2 16.7 18.3 18.0 15.6 15.2 15.0 14.4

Deficit (-) or Surplus (+)/GDP -15.8 -17.0 -21.3 -8.9 -3.0 -0.3 2.4 0.9 1.1 1.6 0.7 1.5 2.3 3.4

Export Growth Rate 6/ -5.9 -8.9 -5.8 -15.7 17.7 0.0 8.9 7.7 7.9 5.8 -12.4 5.4 6.1 6.8
Exports/GDP 13- 12.E 8.5 12. 15.3 12.3 12.0 12.9 13.4 13.6 -1- 12.0 12.3 13.4

Import Growth Rate 6/ -37.8 1.3 -15.1 48.4 -18.8 2.7 -20.3 20.7 10.1 5.1 0.8 3.2 3.2 3.2

Imports/GDP 9.2 9.8 5.8 14.2 18.5 18.0 14.9 17.3 18.2 18.3 18.0 17.8 17.6 17.1

Current Account (in US$) -219.1 -204.1 -194.5 -429.8 -405.0 -507.7 -388.4 -580.7 -482.0 -478.3 -546.0 -535.8 -524.6 -428.9

Current Account/GDP -3.5 -3.4 -2.3 -8.8 -11.1 -11.9 -8.8 -11.7 -9.3 -8.4 -9.1 -8.3 -7.5 -4.8

Terms of Trade Index 103.7 103.0 108.8 114.8 72.8 81.8 54.0 55.9 568.4 56.9 58.1 58.3 58.5 59.5

1/ High growth rates of consumption in projections reflect mechanical rebasing of national accounts from 1987 prices to 1980 prices.

Consumption growth rate is about one percentage point lower at 1987 prices.

2/ All debt and debt service data include only long term, public and publicly guaranteed debt.
3/ Imports of Goods and Services.
4/ Five year ICOR (sum of investment in five previous years divided by change in GDP over the period).
5/ Data refers to central administration only (including both current and capital accouts).
6/ Merchandisp



BOLIVIA - NATIONAL ACCOUNTS

A. National Accounts Indicators as Shares of GDP at Current Prices (%)
--------------------------------------------------------------

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

GDP at m.p. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Net Indirect Taxes 2.7 3.0 0.9 0.4 0.3 0.8 1.2 2.2 1.9 1.8 1.8 1.7 1.8 1.7

Agriculture 18.4 18.0 19.6 21.6 22.4 27.6 24.4 22.5 23.7 23.2 22.3 21.9 21.9 21.2

Industry 34.1 31.6 32.7 30.8 28.4 27.9 22.6 23.7 23.7 24.8 25.6 26.0 25.6 28.2

(of which Manufacturing) 18.3 19.1 13.8 17.9 19.8 18.6 15.8 13.2 13.3 13.2 13.6 13.9 14.2 16.6

(of which Mining) 15.8 12.5 18.9 12.9 8.6 9.2 6.8 10.5 10.4 11.6 12.1 12.1 11.4 11.8

Services 44.9 47.3 46.8 47.2 48.9 43.7 51.8 51.5 50.8 50.2 50.2 50.4 50.7 48.9

Resource Balance 5.5 2.6 10.4 9.8 5.7 -1.1 -1.8 -6.1 -3.5 -4.6 -4.7 -4.3 -5.4 -2.0

Exports of GNFS 25.6 24.2 35.2 31.0 15.7 20.7 23.9 15.3 15.1 16.3 17.2 17.5 16.2 18.5

Imports of GNFS 20.2 21.6 24.8 21.4 10.0 21.8 25.7 21.4 18.6 21.0 21.9 21.8 21.6 20.5

Total Expenditures 94.5 97.4 89.6 90.4 94.3 101.1 101.8 106.1 103.5 104.6 104.7 104.3 105.4 102.0

Total Consumption 79.8 80.5 77.3 78.0 82.5 88.4 98.2 96.0 93.5 92.3 90.5 89.7 90.9 87.7

Private Consumption 66.9 67.8 88.7 69.8 69.8 74.4 86.5 88.3 84.0 82.9 81.3 80.5 81.5 78.0

General Government 12.9 12.7 10.6 8.2 12.9 14.0 9.7 9.0 8.3 7.8 7.5 7.5 7.6 7.9

Gross Domestic Investment 14.7 16.9 12.4 12.5 11.9 12.7 5.6 10.0 10.0 12.4 14.2 14.6 14.5 14.3

Fixed Investment 14.2 13.9 13.0 11.7 12.2 10.9 6.1 10.8 11.1 11.7 12.2 12.6 12.5 12.4

Changes in Stocks 0.4 3.0 -0.6 0.7 -0.3 1.8 -0.6 -0.8 -1.0 0.7 2.0 2.0 2.0 2.0

Gross National Product 94.1 93.6 92.6 92.9 93.1 91.6 91.5 93.7 94.3 92.4 94.9 95.4 95.7 96.8
OQ
(DrJ

Gross Domestic Saving 20.2 19.5 22.7 22.0 17.5 11.8 3.8 4.0 6.5 7.7 9.5 10.3 9.1 12.3

Net Factor Income -5.9 -6.4 -7.4 -7.1 -8.9 -8.4 -8.5 -6.3 -5.7 -7.6 -5.1 -4.6 -4.3 -3.2

Net Current Transfers 1.2 0.8 1.0 2.6 2.4 2.2 2.6 3.0 3.1 3.0 2.9 2.7 2.7 1.8

Gross National Saving 15.5 13.9 18.3 17.5 13.0 5.3 -2.2 0.8 3.9 3.2 7.3 8.4 7.5 10.9



BOLIVIA - NATIONAL ACCOUNTS (continued) 11 May 1989

B. National Accounts Growth Rates (%) at Constant Prices

1986-73 1973-80 1980-87 1983 1984 1985 1986 1987 1988 1989 1987-92 1992-97

GDP at m.p. 4.4 3.8 -1.6 -6.5 -0.3 -0.2 -2.9 2.1 2.8 3.5 3.3 3.4

Net Indirect Taxes .. 3.5 -11.5 -60.8 -22.2 179.2 43.0 5.9 -12.3 -0.3 -0.7 2.0

Agriculture 3.5 3.1 1.8 -16.4 22.9 9.1 -4.7 -0.2 -0.4 2.6 2.1 4.3

Industry 5.3 -0.1 -6.3 -4.3 -11.9 -11.1 -8.0 2.1 7.7 6.9 5.7 5.3

(of which Manufacturing) 4.2 5.1 -8.3 -4.0 -11.8 -9.7 -0.2 2.8 4.4 3.0 4.9 6.8

(of which Mining) 8.9 -4.4 -6.4 -4.7 -12.2 -12.6 -15.6 1.8 11.6 11.1 6.5 3.7

Services 3.8 7.7 0.2 -2.7 -0.9 1.0 -0.2 3.1 2.3 2.3 2.7 2.1

Exports of GNFS 4.3 -1.8 -1.5 -11.9 -2.2 -8.3 12.1 1.5 5.6 8.9 4.7 7.6

Imports of GNFS 4.0 -1.5 0.4 3.1 -17.0 29.7 -2.2 12.7 -16.5 16.9 2.5 3.4

Total Expenditures 4.3 4.2 -1.2 -3.1 -3.2 7.3 -6.2 4.6 -2.5 4.7 2.7 2.2

Total Consumption 3.6 5.3 -0.5 -3.6 -2.2 4.2 -0.9 1.7 -3.2 1.6 1.3 2.0

Private Consumption 2.9 5.1 -0.9 -6.1 -3.3 4.4 0.4 2.5 -3.9 1.6 1.1 1.5

General Government 8.4 6.6 1.4 8.2 2.3 3.4 -6.4 -1.9 0.0 2.0 2.3 4.2

Gross Domestic Investment 6.9 -0.4 -5.9 0.9 -10.9 33.0 -40.3 36.4 2.5 28.0 13.5 3.2

Fixed Investment 7.3 4.0 -6.9 0.6 -5.7 -9.2 -3.1 4.8 5.0 9.4 6.9 3.2

Changes in Stocks .. .. 11.9 253.8 -1408.5 -777.2 -136.2 -181.1 -19.3 243.3 72.9 3.3

Capacity to Import 6.1 -1.7 -7.5 5.1 -10.2 -21.3 -4.3 -13.3 -5.3 12.1 3.4 7.0

Terms of Trade Adjustment .. .. .. -288.4 -77.7 -505.6 133.4 46.5 25.1 4.5 6.0 6.0

Gross Domestic Income 4.9 4.0 -3.0 -2.1 -2.5 -3.5 -6.7 -1.0 0.5 3.4 2.7 2.9 G z
Gross National Income 4.7 3.4 -3.2 -1.3 -2.0 -5.0 -6.2 -0.7 1.1 1.0 3.2 3.1

Gross National Product 4.2 3.2 -1.7 -8.1 0.4 -1.5 -2.1 2.6 3.5 1.4 3.8 3.7

Gross Domestic Saving 10.9 -1.0 -7.2 -18.7 9.2 -19.4 -14.3 5.2 41.3 11.8 15.6 8.9

Net Factor Income .. .. -0.3 -12.0 -9.4 18.9 -12.7 -4.2 -6.6 37.4 -4.2 -2.3

Net Current Transfers .. .. 5.9 139.4 -15.1 -10.5 4.1 -1.6 8.7 4.4 5.2 0.1

Gross National Saving 10.2 -5.1 -8.9 -10.2 14.9 -35.5 -11.7 11.3 68.3 0.6 27.5 10.5



BOLIVIA - NATIONAL ACCOUNTS (Continued) 11 May 1989

C. Price Indices (1980=1) 1980 1983 1984 1985 1988 1987 1985-73 1973-80 1980-87

Consumer Prices (IFS 84) 1.0 1.1 15.3 1812.0 6820.0 7815.0 8.8 18.1 259.9

Implicit GDP Deflator 1.0 12.5 188.1 19471.2 65172.2 80088.1 9.5 21.0 401.8

Implicit Expenditures Deflator 1.0 12.0 173.2 20011.2 69822.1 87280.4 9.8 20.1 408.0

Deflators for Sector Value Added:

Agricultural Sector 1.0 15.0 189.9 22129.3 88753.8 77581.9 9.3 19.8 399.3

Industrial Sector 1.0 11.8 168.0 21196.2 80737.7 78196.5 11.4 23.8 400.1

Services Sector 1.0 12.0 188.5 17288.2 68552.5 80653.1 8.8 21.0 402.3

D. Other Indicators 1973-80 1980-87 1987-92 1992-97

Growth rates (% p.a.):

Population 2.8 2.8 2.8 2.8

Labor Force 2.8 2.8 2.8

Gross Ntl. Income p.c. 0.7 -4.5 0.7 0.7

Private Consumption p.c. 2.4 -3.7 -1.7 -1.3

Import Elasticity:

Imports (G+NFS)/GDP(MP) -0.4 -0.2 0.8 1.0

Marginal Savings rates:

Gross National Savings -30.8 87-9 1 781 58.1
Gross Domestic Savings -8.0 74.5 .64.5 53.2 aQ

ICOR (period averages): 1/ 5.9 -7.8 3.9 3.9
0

1/ ICOR in projections based on 1987 prices.



BOLIVIA - NATIONAL ACCOUNTS (continued) 11 May 1989

E. National Accounts (millions of LCUs at 1980 prices)

1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

GODP at m.p. 122950.0 110943.0 110611.0 110445.0 107211.0 109479.0 112553.0 116521.7 121180.0 125928.3 127308.4 149213.8

Net Indirect Taxes 3292.0 427.0 332.0 927.0 1326.0 1404.0 1231.9 1228.2 1275.8 1269.7 1352.2 1487.8

Agriculture 22563.0 19981.0 24552.0 26789.0 25534.0 25483.0 25381.1 26041.0 26822.2 27626.9 28179.4 34284.6

Industry 41902.0 36116.0 31815.0 28270.0 26018.0 26573.0 28625.1 30596.8 32675.8 34405.9 34086.8 43159.7

(of which Manufacturing) 22495.0 17502.0 15480.0 13986.0 13956.0 14318.0 14948.0 15396.4 16320.2 17299.4 17818.4 23845.1

(of which Mining) 19407.0 18614.0 16335.0 14284.0 12062.0 12255.0 13677.1 15200.3 16355.6 17106.5 16268.4 19314.6

Services 55193.0 54419.0 53912.0 54459.0 54333.0 56019.0 57315.0 58655.8 60406.1 62625.8 63690.0 70281.8

Resource Balance 6726.0 6301.0 9352.0 1812.0 5333.0 2903.0 8693.0 7763.6 8498.1 9493.3 6405.0 14856.6

Exports of GNFS 31521.0 27786.0 27180.0 24934.0 27943.0 28375.0 29950.6 32618.0 35596.6 37928.2 35069.1 48363.7

Imports of GNFS 24795.0 21485.0 17828.0 23122.0 22610.0 25472.0 21257.6 24854.4 27098.5 28434.9 28664.1 33507.0

Total Expenditures 116224.0 104642.0 101259.0 108633.0 101878.0 106576.0 103860.0 108758.2 112681.9 116435.0 120903.4 134357.2

Total Consumption 98166.0 92369.0 90326.0 94088.0 93195.0 94736.0 91720.2 93221.3 94151.3 96684.1 101059.7 111314.9

Private Consumption 82258.0 74263.0 71803.0 74936.0 75268.0 77150.0 74134.2 75283.5 75854.8 77674.1 81479.4 87606.7

General Government 15908.0 18106.0 18523.0 19152.0 17927.0 17586.0 17586.0 17937.7 18296.5 19010.0 19580.3 23708.1

Gross Domestic Investment 18058.0 12273.0 10933.0 14545.0 8683.0 11840.0 12139.9 15S36.9 1830.6 19750.9 19843.7 23042.3

Fixed Investment 17514.0 12227.0 11534.0 10475.0 10155.0 10646.0 11176.8 12230.4 13308.9 14240.5 14295.7 16572.6

Changes in Stocks 544.0 46.0 -601.0 4070.0 -1472.0 1194.0 963.1 3306.5 5221.7 5510.3 5548.0 6469.7

Capacity to Import 31521.0 31069.6 27911.5 21967.3 21019.4 18230.4 17255.3 19348.9 21283.4 22837.7 21521.5 30233.3

Terms of Trade Adjustment 0.0 3283.6 731.5 -2966.7 -6923.6 -10144.6 -12695.3 -13269.0 -14313.2 -15090.5 -13547.6 -18130.4

Gross Domestic Income 122950.0 114226.6 111342.5 107478.3 100287.4 99334.4 99857.7 103252.7 106866.7 110837.8 113760.8 131083.5

Gross National Income 115700.0 106356.6 104213.5 99002.3 92887.4 92245.7 93235.2 94151.7 100478.6 104815.5 108158.8 126112.5

Gross National Product 115700.0 103073.0 103482.0 101969.0 99811.0 102390.3 105930.4 107420.7 114791.8 119906.0 121706.3 144242.9

G
Gross DOmestic Saving 24784.0 18574.0 20285.0 16357.0 14016.0 14743.0 20832.8 23300.5 27028.7 29244.1 26248.7 37899.0 Pt

Net Factor Income -7250.0 -7870.0 -7129.0 -8476.0 -7400.0 -7088.7 -6622.6 -9101.0 -6388.1 -6022.3 -5602.1 -4970.9

Net Current Transfers 1487.0 2857.4 2425.8 2171.0 2260.0 2224.1 2418.2 2524.1 2630.0 2718.3 2806.6 2824.2

Gross National Saving 19021.0 13561.4 15581.8 10052.0 8876.0 9878.4 16628.5 16723.6 23270.6 25940.2 23453.2 35752.2



BOLIVIA - EXTERNAL TRA, 12 May

A. Volume, Value and Prices

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

Merchandise Exports

(Vol. Index 1980=100)

Natural Gas 100.0 107.5 112.6 109.0 108.3 108.5 108.5 65.1 68.3 68.3 68.3 68.3 34.2 34.2 34.2 34.2

Tin 100.0 107.7 97.2 71.3 90.1 66.4 74.5 47.9 49.8 65.5 75.5 74.7 74.0 73.2 72.5 71.8

Soya 100.0 41.9 127.1 149.3 57.5 135.6 348.4 374.6 331.9 355.4 462.1 577.6 693.1 831.7 998.1 1177.7

Silver 100.0 115.9 85.7 89.8 45.4 29.5 89.7 86.0 123.4 127.9 162.5 206.3 262.1 288.3 317.1 348.8

Other Exports 100.0 62.8 64.9 75.4 49.0 42.6 26.2 41.0 43.4 48.0 51.9 56.1 61.0 65.4 70.8 76.7

Merchandise Exports (FOB) 100.0 97.8 92.1 83.9 79.0 66.6 86.0 78.4 83.8 90.2 97.4 103.0 90.3 95.2 101.0 107.4

(Value - Curr. mill. 5)

Natural Gas . 220.9 336.7 381.6 378.2 375.7 372.6 328.7 248.6 213.0 235.8 252.5 267.2 141.3 149.5 158.2 167.4

Tin 378.1 343.1 278.3 207.9 247.7 173.2 104.0 68.8 73.8 112.3 149.7 156.0 162.7 169.6 176.9 184.4

Soya 6.1 3.6 7.4 4.6 1.5 5.3 17.3 19.2 19.7 20.9 24.5 32.1 40.4 50.8 64.0 79.2

Silver 118.3 71.7 37.1 58.3 21.4 10.2 27.3 33.3 46.5 52.6 64.0 83.3 108.5 122.3 137.9 155.5

Other Exports 218.8 157.4 123.2 106.3 78.1 62.3 79.2 155.3 177.9 192.6 203.0 228.6 259.2 288.9 324.6 365.2

Merchandise Exports (FOB) 942.2 912.4 827.7 755.1 724.5 623.6 556.5 525.2 530.9 614.2 693.7 767.2 712.1 781.2 861.6 951.8

Merchandise Imports

(Vol. Index 1980=100)

Consumer Goods 100.0 164.8 80.8 54.5 70.3 119.9 95.5 82.9 64.6 79.7 82.9 86.2 87.1 89.9 92.8 95.9

Raw Mat. and Intermediate Goods 100.0 138.2 101.6 113.7 81.7 120.3 81.3 101.7 79.3 97.9 101.8 105.8 106.9 110.4 114.0 117.7

Capital Goods 100.0 145.2 89.3 100.5 82.3 106.3 101.1 102.1 84.0 98.1 117.0 124.7 125.3 129.1 133.0 137.0

Total Merch. Imports (CIF) 100.0 148.1 92.5 93.7 79.5 118.0 95.8 98.3 78.3 94.5 104.1 109.4 110.2 113.7 117.3 121.0

(Value - Curr. mill, 3) 1/
Consumer Goods 172.2 248.4 100.0 66.9 95.5 133.8 133.7 140.8 118.9 152.1 164.0 176.9 185.3 198.4 212.4 227.4

Raw Mat. and Intermediate Goods 222.8 311.3 221.9 244.2 172.4 252.5 201.7 320.5 270.6 346.2 373.4 402.7 421.8 451.6 483.5 517.7

Capital Goods 279.8 408.5 243.9 271.2 218.2 280.1 315.2 305.9 272.6 330.1 408.3 451.3 470.2 502.3 536.7 573.5

Total Merch. Imports (CIF) 678.4 975.4 577.5 589.1 491.6 693.0 674.0 767.2 662.0 828.4 945.7 1030.9 1077.2 1152.3 1232.7 1318.6

Country Indices (1980=100)

Merchandise Export Price 100.0 99.0 95.4 95.5 97.3 99.4 68.7 71.1 67.2 72.2 75.6 79.1 83.7 87.1 90.6 94.1

Merchandise Import Price 100.0 97.1 92.0 92.7 91.2 86.6 103.7 115.0 124.6 129.2 134.0 138.9 144.1 149.4 154.9 160.7

Merchandise Terms of Trade 100.0 102.0 103.7 103.0 106.8 114.8 66.2 61.8 54.0 55.9 56.4 56.9 58.1 58.3 58.5 58.6

1/ Components do not sum to total owing to small category of unclassified imports.
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BOLIVIA - EXTERNAL TRADE (continued) 11 May 1989

B. Share of X or M (%) at Current Prices C. Growth Rates (%) at Constant Prices

1973 1980 1987 1992 1997 1973-80 1980-87 1987-92 1992-97

Merchandise Exports

Natural Gas 6.9 23.4 47.3 19.8 16.9 3.8 -6.0 -12.1 0.0
Tin 50.3 40.1 13.1 22.8 17.8 -2.5 -10.0 9.1 -0.6
Soya 0.0 0.8 3.7 5.7 8.8 .. 20.8 13.1 17.6
Silver 4.8 12.6 6.3 16.2 17.2 0.9 -2.1 25.0 10.0
Other Exports 37.9 23.2 29.8 36.4 39.5 -11.5 -12.0 8.3 8.2
Merchandise Exports (FOB) 100.0 100.0 100.0 100.0 100.0 -3.9 -3.4 2.9 8.3

Merchandise Imports 1/

Consumer Goods 16.5 25.4 21.4 20.1 20.1 11.4 -2.6 1.0 3.3

Raw Mat. and Intermediate Goods 38.8 32.8 34.0 31.9 32.0 3.1 0.2 1.0 3.3
Capital Goods 48.0 41.2 42.8 46.9 46.6 3.2 0.3 4.2 3.0

Total Merch. Imports (CIF) 100.0 100.0 100.0 100.0 100.0 4.8 -0.2 2.3 3.2

1/ Components do not sum to total owing to small category of unclassified imports.

lid

O t
rDIM

0



BOLIVIA - BALANCE OF PAYMENTS 11 May 1989

(USS millions at current prices)

1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

A1. Exports of GNFS 1023.6 852.2 812.0 721.6 673.5 654.5 670.9 780.2 889.9 990.2 967.7 1639.7

2. Merchandise (FOB) 942.2 755.1 724.5 623.6 556.5 525.2 530.9 614.2 693.7 767.2 712.1 1192.0

3. Non-Factor Services 81.4 97.1 87.5 98.0 117.0 129.3 140.0 166.0 196.2 223.0 255.6 447.6

B.1. Imports of GNFS 795.4 685.5 597.1 803.6 816.0 914.5 826.5 1002.1 1133.1 1232.9 1288.9 1817.2

2. Merchandise (FOB) 678.4 589.1 491.6 693.0 674.0 767.2 662.0 828.4 945.7 1030.9 1077.2 1517.7

3. Non-Factor Services 117.0 96.4 105.5 110.6 142.0 147.3 164.6 173.7 187.3 202.0 211.6 299.5

C.I. Resource Balance 228.2 166.7 214.9 -82.0 -142.5 -260.0 -155.6 -222.0 -243.1 -242.7 -321.2 -177.5

D.1. Net Factor Income -295.0 -411.0 -431.2 -362.3 -279.5 -267.7 -252.7 -361.7 -264.8 -261.6 -254.8 -286.3

2. Factor Receipts 22.1 46.8 36.0 16.0 12.4 68.9 34.0 32.0 34.0 35.0 36.0 46.0

3. Factor Payments 317.1 457.8 467.2 378.3 291.9 336.6 286.7 393.7 298.8 296.6 290.8 332.3

(interest payments) 165.6 184.7 191.7 221.3 178.0 303.3 209.7 226.7 213.2 211.1 204.9 226.7

E.l. Net Private Transfers 12.7 40.2 21.8 14.5 17.0 20.0 20.0 23.0 26.0 28.0 30.0 35.0

F.1. Curr. Acct. Bal. exc. off. trans. -54.1 -204.1 -194.5 -429.8 -405.0 -507.7 -388.4 -560.7 -482.0 -476.3 -546.0 -428.9

0.1. Long-term Capital Inflow 530.1 503.2 159.6 294.9 408.1 416.8 462.6 567.4 560.7 556.7 594.6 487.8

2. Net Direct Investment 43.9 6.9 7.0 10.0 10.0 15.0 30.0 34.1 38.8 44.1 50.1 95.8

3. Net Official Transfers 46.8 66.0 66.7 65.5 82.0 106.0 117.0 120.0 123.0 126.0 129.0 125.0

4. Net LT Loans (DRS) 280.4 53.0 -174.5 56.2 320.9 391.8 241.0 343.8 265.5 255.6 259.5 228.0

a. disbursements 466.1 507.5 159.8 197.9 417.7 456.1 410.4 499.9 511.5 509.5 539.8 436.3

b. repayments 185.7 454.5 334.3 141.6 96.8 64.3 169.4 156.1 246.0 253.9 280.3 208.3

5. Other LT Inflows (Net) 159.0 377.3 260.4 163.2 -4.8 -96.0 74.6 69.5 133.4 131.0 156.0 39.0

H.1. Other Items (Net) -442.7 -13.7 207.9 204.2 14.7 12.7 -74.2 35.3 0.0 0.0 0.0 0.0

2. Net Short-Term Capital -45.2 -113.9 180.5 24.5 99.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

3. Errors and Omissions -397.5 100.2 27.4 179.7 -84.3 12.7 -74.2 35.3 0.0 0.0 0.0 0.0

I.1. Changes in Net Reserves -33.3 -285.4 -173.0 -69.3 -17.8 78.2 0.0 -42.0 -78.7 -80.4 -48.7 -58.9

2. Net Credit from the IMF 62.5 3.1 -25.5 -12.4 92.6 0.0 -44.0 -6.0 -39.0 -40.0 -29.0 0.0

3. Other Reserve Changes -95.8 -288.5 -147.5 -56.9 -110.4 78.2 44.0 -36.0 -39.7 -40.4 -19.7 -58.9

Shares of GDP (current USS)

1. Resource Balance 4.6 2.8 2.5 -1.7 -3.9 -6.1 -3.5 -4.6 -4.7 -4.3 -5.4 -2.0

2. Interest Payments 1/ 3.3 3.1 2.2 4.5 4.9 7.1 4.7 4.7 4.1 3.7 3.4 2.6

3. Current Account Balance -1.1 -3.4 -2.3 -8.8 -11.1 -11.9 -8.8 -11.7 -9.3 -8.4 -9.1 -4.8

4. LT Capital Inflow (line C) 10.6 8.3 1.9 6.1 11.2 9.8 10.4 11.9 10.8 9.9 10.0 5.5

5. Net Credit from the IMF 1.2 0.1 -0.3 -0.3 2.5 0.0 -1.0 -0.1 -0.8 -0.7 -0.5 0.0

Memorandum Item:

GDP (millions of USS) 5016.2 6038.3 8536.5 4866.5 3635.4 4266.7 4432.3 4778.3 5183.5 5645.4 5975.2 8868.9

Foreign Exchange Reserves:

1. Intl. Reserves (IFS 11d) 106.1 160.1 251.6 200.0 252.1 186.0 142.0 178.0 217.7 258.1 277.8 402.0

2. Gold (end-yr London price) 461.4 386.1 329.0 283.6 328.7 397.4

3. Gross Reserves incl. Gold 567.5 546.2 580.6 483.6 580.8 583.4

4. Cr. Res. in Months Imports 6.1 5.7 6.5 4.9 6.3 5.6

Nom. Off. X-Rate (IFS rf) 2/ 25.0 231.6 135.9 0.4 1.9 2.1 2.4 2.6 2.7 2.9 3.0 3.7

1/ Includes only long term, public and publically-guaranteed debt.

2/ Bolivianos per million USS through 1984, bolivianos per dollar thereafter.
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BOLIVIA - EXTERNAL CAPITAL AND DEBT 11 May 1989
(USS millions at current prices)

1980 1983 1984 1985 1988 1987 1988 1989 1990 1991 1992 1997

Disbursements

Public & Publicly Guar. LT 477.2 157.1 207.2 197.9 417.7 456.1 410.4 499.9 511.5 509.5 539.8 436.3

Official Creditors 230.8 141.5 180.8 191.1 418.0 456.1 406.4 495.2 506.3 504.2 534.0 428.5
Multilateral 143.4 96.4 84.0 - 74.9 269.7 160.8 245.5 316.6 318.2 328.5 358.8 333.5

of which IBRD 72.6 9.8 13.6 10.5 3.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0
of which IDA 1.8 3.3 2.1 1.7 4.0 40.8 95.4 66.5 65.4 70.7 84.9 104.8

Bilateral 87.2 45.1 96.7 116.2 146.3 295.4 160.8 178.6 188.1 175.7 175.2 95.0

Private Creditors 246.6 15.6 26.4 6.8 1.7 0.0 4.0 4.7 5.2 5.3 *5.8 7.8
Suppliers 22.6 1.7 12.7 6.8 1.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial Markets 224.0 13.9 13.7 0.0 0.0 0.0 4.0 4.7 5.2 5.3 5.8 7.8

Private Non-Guaranteed LT 16.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total LT 493.2 157.1 207.2 197.9 417.7 456.1 410.4 499.9 511.5 509.5 539.8 436.3

IMF 70.0 19.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Short-Term Capital 0.0 74.0 167.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total inc . IMF & Net ST 583.2 250.1 374.2 197.9 417.7 456.1 410.4 499.9 511.5 509.5 539.8 436.3

Repayments

Public & Publicly Guar. LT 129.9 107.6 120.6 141.6 98.8 64.3 169.4 156.1 248.0 253.9 280.3 208.3

Official Creditors 45.3 61.7 97.8 136.3 92.5 62.5 187.7 155.2 245.1 253.3 279.7 207.7
Multilateral 9.8 19.9 41.8 76.0 74.9 47.9 71.9 74.7 97.7 108.3 115.7 141.5

of which IBRD 2.6 9.1 13.4 11.7 17.9 18.6 17.8 24.2 24.6 25.2 22.5 19.7
of which IDA 0.3 0.6 0.8 1.0 1.0 1.1 1.1 1.7 1.9 2.0 2.1 4.1

Bilateral 35.5 41.8 56.0 60.3 17.6 14.6 95.8 80.5 147.4 145.0 164.0 68.2

Private Creditors 84.6 45.9 22.8 5.3 4.3 1.8 1.7 0.9 0.9 0.6 0.6 0.6
Suppliers 27.7 15.0 10.7 4.4 3.4 0.9 0.0 0.0 0.0 -0.0 0.0 0.0
Financial Markets 58.9 30.9 12.1 0.9 0.9 0.9 1.7 0.9 0.9 0.6 0.6 0.6

Private Non-Guaranteed LT 19.0 0.0 36.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total LT 148.9 107.6 156.6 141.6 96.8 64.3 169.4 1568.1 246.0 253.9 280.3 208.3

IMF 0.0 12.0 21.0 12.4 0.0 0.0 44.0 6.0 39.0 40.0 29.0 0.0
Total incl. IMF 148.9 119.6 177.6 154.0 96.8 64.3 213.4 162.1 285.0 293.9 309.3 208.3

Interest

Public & Publicly Guar. LT 165.6 184.6 191.7 221.3 178.0 303.3 209.7 226.7 213.2 211.1 204.9 228.7

Official Creditors 44.1 65.9 139.0 138.9 119.5 301.2 201.6 221.0 207.0 204.8 198.1 216.6
Multilateral 22.9 31.3 44.7 37.5 44.6 53.0 70.3 101.0 70.8 74.0 79.1 113.5

of which IBRD 10.3 13.6 17.8 15.6 19.0 20.2 28.1 20.1 18.1 16.1 14.1 5.0
of which IDA 0.5 0.7 0.6 0.8 0.7 0.7 1.7 1.7 2.2 2.7 3.2 6.5

Bilateral 21.2 34.6 94.3 101.4 74.9 248.2 131.3 120.0 136.2 130.8 119.0 103.1

Private Creditors 121.5 118.7 52.7 82.4 58.5 2.1 8.1 5.7 6.2 6.3 6.8 10.1
Suppliers 12.1 3.8 4.0 12.9 1.2 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Financial Markets 109.4 114.9 48.7 69.5 57.3 1.9 8.1 5.7 6.2 8.3 6.8 10.1

Private Non-Guaranteed LT 9.0 22.0 23.0 20.0 20.0 0.0 20.0 20.0 20.0 20.0 20.0 20.0
Total LT 174.6 206.6 214.7 241.3 198.0 303.3 229.7 246.7 233.2 231.1 224.9 246.7

IMF 2.0 8.0 7.0 4.0 4.0 4.4 9.0 14.0 8.6 6.1 3.5 0.2
Net Short-Term Capital 45.0 130.0 142.0 0.0 16.7 0.0 19.0 20.0 20.0 18.4 18.4 18.4
Total incl. IMF & Net ST 221.6 344.6 363.7 245.3 218.7 307.6 257.7 280.7 261.8 255.6 248.8 265.3

External Debt (DOD)

Public i Publicly Guar. LT 2310.5 3374.9 3480.9 2961.6 3814.1 4388.6 3859.0 4269.2 4668.1 5054.7 5470.2 7048.4

Official Creditors 1229.2 2054.2 2106.0 2149.3 2827.2 3598.1 3734.0 4140.4 4535.0 4916.9 5327.2 6871.5
Multilateral 573.4 811.6 814.2 817.4 1058.5 1254.2 1421.8 1663.7 1884.2 2104.4 2347.5 3341.2

of which IBRD 175.3 212.7 175.5 207.0 234.7 270.1 252.3 228.1 203.5 178.3 155.8 44.8
of which IDA 63.8 92.4 93.7 94.4 97.4 137.8 232.1 296.9 380.4 429.2 512.1 968.1

Bilateral 655.8 1242.7 1291.7 1331.9 1768.7 2343.9 2312.1 2476.7 2650.8 2812.5 2979.7 3530.3
Private Creditors 1081.3 1320.7 1374.9 812.3 786.9 790.5 125.0 128.8 133.1 137.8 143.0 176.9
Suppliers 142.3 93.8 88.5 96.9 72.4 76.9 47.7 47.7 47.7 47.7 47.7 47.7
Financial Markets 939.0 1226.9 1288.4 715.4 714.5 713.6 77.3 81.1 85.4 90.1 95.3 129.2

Private Non-Guaranteed LT 92.0 376.0 340.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0 200.0
Total LT 2402.5 3750.9 3820.9 3181.6 3814.1 4588.6 4059.0 4469.2 4868.1 5254.7 5670.2 7248.4
IMF 80.0 89.0 64.0 55.0 55.0 139.0 139.0 133.0 94.0 54.0 25.0 3.0
Net Short-Term Capital 300.0 311.0 479.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0 190.0
Total incl. IMF & Net ST 2782.5 4150.9 4363.9 3406.6 4059.1 4917.6 4388.0 4792.2 5152.1 5498.7 5885.2 7441.4



ANNEX 7

BOLIVIA - EXTERNAL CAPITAL AND *EST (Centinued) 11 May 1989

1980 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1997

Bank and IDA Ratios a/

iare of Total Long-term DOD:
IBRD as % of Total 7.8 6.3 5.0 7.0 6.5 8.2 6.5 5.3 4.4 3.5 2.8 0.8
IDA as % of Total 2.8 2.7 2.7 3.2 2.7 3.1 8.0 7.0 7.7 8.5 9.4 13.7
IBRD+IDA as % of Total 10.3 9.0 7.7 10.2 9.2 9.3 12.8 12.3 12.1 12.0 12.2 14.4

iare of LT Debt Service:
IBRD as % of Total 4.4 7.8 10.0 7.5 13.4 10.5 11.8 11.8 9.3 8.9 7.5 5.7
IDA as % of Total 0.3 0.4 0.5 0.5 0.8 0.5 0.7 0.9 0.9 1.0 1.1 2.4
IBRD+IDA as % of Total 4.8 8.2 10.5 8.0 14.0 11.0 12.3 12.5 10.2 9.9 8.8 8.1

DOD-to-Exports Ratios a/ b/

Long-Term Debt/Exports 218.3 359.3 400.2 393.8 514.2 590.3 532.3 511.2 491.4 479.9 529.2 409.8
IMF Credit/Exports 7.8 9.5 7.4 7.3 7.8 18.7 19.2 15.9 9.9 5.1 2.4 0.2
Short-Term Debt/Exports 28.3 33.1 55.1 25.3 27.0 25.8 28.2 22.8 20.0 18.0 18.4 11.0
LT+IMF+ST DOD/Exports 254.2 401.9 482.8 426.4 549.0 634.6 577.7 549.9 521.3 503.1 550.0 420.9

DOD-to-GDP Ratios

Long-Term Debt/GDP 48.1 55.9 40.8 60.9 99.4 102.9 87.1 89.3 90.1 89.5 91.5 79.5
IMF Credit/GDP 1.8 1.5 0.7 1.1 1.5 3.3 3.1 2.8 1.8 1.0 0.4 0.0
Short-Term Debt/GDP 8.0 5.2 5.6 3.9 5.2 4.5 4.3 4.0 3.7 3.4 3.2 2.1
LT+IMF+ST DOD/GDP 53.6 82.5 47.1 65.9 106.2 110.6 94.5 98.1 95.5 93.9 95.1 81.6

Debt Service/Exports b/

dlic & Guaranteed LT 27.9 31.1 35.9 48.3 39.1 49.4 52.3 45.8 48.3 44.2 48.9 25.3
..ivate Non-Guaranteed LT 2.6 2.3 6.8 2.7 2.8 0.0 2.8 2.4 2.1 1.9 1.9 1.2
Total Long-Term Debt Service 30.8 33.5 42.7 50.9 41.9 49.4 55.1 48.2 50.4 48.0 48.9 28.4
IMF Repurchases+Serv. Chgs. 0.2 2.1 3.2 2.2 0.8 0.6 7.3 2.4 5.0 4.4 3.1 0.0
Interest only on ST Debt 4.3 13.8 16.3 0.0 2.4 0.0 2.8 2.4 2.1 1.7 1.8 1.1
Total (LT+IMF+ST Int.) 35.0 49.4 82.2 53.1 44.9 50.0 85.0 53.0 57.6 52.2 53.8 27.5

Interest Burden Ratios c/

Total Interest/GDP 3.3 3.1 2.2 4.5 4.9 7.1 4.7 4.7 4.1 3.7 3.4 2.8
Total Interest/Exports 15.8 19.7 22.0 29.4 25.3 40.8 28.9 27.1 22.4 20.0 19.8 13.2

Long-Term Debt includes only Public and Publicly Guaranteed.
Exports of Goods and Services.
Interest includes only Public and Publicly Guaranteed.



ANNEX 8

FISCAL AND MONETARY INDICATORS

1980 1983 1984 1985 1986 1987 1980-85 1988 1987

I. Public Finance (5 of GOP)

Central Adeinistration

A. Total Current Receipts 10.2 3.5 3.2 9.0 15.6 14.7 587.1 463.5 12.0

Internal Revenuse 1.4 0.8 1.0 2.8 4.2 7156 89.6

Taxes on State Enterprises 0.4 0.4 6.2 11.1 7.4 479.3 -20.1

Taxes on international Trade 0.8 1.8 1.4 1.5 2.3 232.0 89.8

other Revenuea 0.9 0.2 0.3 0.4 0.7 378.7 100.0

8. Total Current Expenditurs 14.7 23.1 23.1 16.0 17.4 15.5 617.8 258.5 5.6

InterCe
t 

Payents, 2.1 2.2 4.0 7.0 1.4 479.3 -76.9

Current Transfers. 3.2 3.5 2.6 2.6 4.6 219.3 111.2

(of which to public sector) 1.5 3.2 1.8 2.6 4.6 379.3 111.2

Goods and Services 17.7 15.3 9.4 7.8 9.5 16.6 45.2

C1. Current Budget Balance -4.5 -19.5 -19.9 -7.1 -1.9 -0.8

C2. Net Savings of Other Public 2.4 3.8 -6.6 -2.5 1.1 -0.9

Sector Agencies

C. Net Savings of Nonfin. Public Sector -2.0 -15.7 -26.5 -9.5 -0.7 -1.7

0. Capital Receipts 1.0 4.5 0.5 0.3 1.2 0.6 458.4 1259.4 -45.7

E. Capital Expenditures 
7.8 5.7 5.1 3.7 5.0 6.5 507.9 337.4 55.1

F. overall Balance Financed by -8.9 -16.9 -31.0 -12.9 -4.5 -7.5

1. Exernaal Borrowings 5.1 -3.2 4.7 4.2 5.7 2.4 578.2 342.1 -50.1

2. Domestic Financing 3.7 20.1 26.4 8.7 -1.2 5.1 735.8 -144.1 -590.8

CDP at current market prices 123 1387 18591 2150498 6987176 8311386 605.6 224.9 19.0

(in billions of Peso)

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

II. Money and Credit (Monetary

Survey Data froe IFS)

A. In billions of peace at end year:

money Supply (IFS 34) 15 178 3370 198000 382000 525000 569.7 92.9 37.4

Money - Quay IFMoneY 24 640 9070 742000 1705000 2318000 689.4 129.8 36.0

Total Net Domestic Credit (32) 29 444 4881 136000 327000 756000 442.7 140.4 131.2

To Government (net) 32 an) 13 276 2927 -205000 -538000 -555000 82.4 3.2

To Private Sector (32dn32f) 16 168 1954 341000 865000 1311000 636.8 153.7 51.6

Net Foreign Asseta (31n) -3 -119 -792 67000 526000 457000 . 685.1 -13.1

Other items (net)(37r) -1 315 4981 539000 852000 1105000 .. 58.1 29.7

8. Offsets to Expansion of MQM(%):

Net Foreign Assets -13.6 -8.1 -8.0 9.2 47.7 -11.3

Credit to Government 54.5 37.3 31.4 -28.4 -34.6 -2.8

Credit to Private Sector 64.9 17.9 21.2 46.3 54.4 72.8

Net Other Assets and Liabilities -5.8 52.9 55.3 72.9 32.5 41.3

Increases in Money and Quasi-Money 100.0 100.0 100.0 100.0 100.0 100.0



ANNEX 9

BOLIVIA - SUPPLEMENTARY DEBT INFORMATION FOR HIGHLY INDEBTED COUNTRIES 11 May 1989

1987 1988 1989 1990 1991 1992 1993-97

terest Payments:

yments due on existing LT debt 303.3 209.7 225.3 204.5 191.9 170.5 123.6
is payments due on new LT debt 0.0 0.0 1.4 8.7 19.2 34.3 91.3
Js IMF service charges 4.4 9.0 14.0 8.6 6.1 3.5 0.5
is interest on short-term debt 0.0 19.0 20.0 20.0 18.4 18.4 18.4
ss interest arrears/capitalization 0.0 4.2 4.7 5.2 5.3 5.8 7.8
ss Paris Club rescheduling 240.7 126.5 58.0 71.0 62.0 47.0 20.8
ss interest saved through
a. Debt equity swaps
b. Other debt conversion
c. Debt forgiveness

jals total interest payments 66.9 107.0 198.0 165.6 168.3 174.0 205.2

sbursements:

sbursements on existing LT debt 456.2 271.0 279.7 244.1 172.2 113.0 39.7
us disbursements on new LT debt 0.0 139.3 220.2 287.4 337.3 426.8 424.9
us IMF purchases 0.0 0.0 0.0 0.0 0.0 0.0 0.0
us net short-term capital 1/ 0.0 0.0 0.0 0.0 0.0 0.0 0.0

uals total inc. IMF and Net ST 456.1 410.4 499.9 511.5 509.5 539.8 464.6

payments:

ortization due on existing debt 64.3 189.4 156.1 248.0 253.9 280.3 211.5
amortization due on new LT debt 0.0 0.0 0.0 0.0 0.0 0.0 40.3
'MF repurchases 0.0 44.0 6.0 39.0 40.0 29.0 4.4

- arrears on principal
3s Paris Club rescheduling 0.0 80.2 68.5 133.4 131.0 156.0 102.8
ss amortization saved through
a. Debt equity swaps
b. Other debt conversions
c. Debt forgiveness

ials total repayments 64.3 133.2 95.8 151.8 182.9 153.3 153.4

(at the end of period):

sting LT Debt 4388.6 3719.7 3909.7 4041.3 4090.6 4079.2 3889.4
(of which arrears)
LT Debt 0.0 139.3 359.5 826.8 964.2 1391.0 2581.2
(of which interest capitalization) 0.0 4.2 4.7 5.2 5.3 5.8 7.8
credit from IMF 139.0 139.0 133.0 94.0 54.0 25.0 3.0
short-term debt 190.0 190.0 190.0 190.0 190.0 190.0 190.0

iuction in principal due to
a. Debt equity swaps
b. Other debt conversion
c. Debt forgiveness

ials Outstanding Total DOD 4717.8 4188.0 4592.2 4952.1 5298.7 5685.2 6683.8
including IMF A net ST)

Net disbursements.

,e: All data in table exclude private non-guaranteed debt.
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1988 SOCIAL INDICATOR DATA SHEET

BOLIVIA
Reference Groups (MRE)

Most
Recent Lower mid Upper mid

1965 1975 Estimate income income

AREA
Total land area (thou sq km) 1,098.6 1,098.6 1,098.6
Agricultural (% of total) 27.1 27.7 27.6

GNP PER CAPITA (current USS) 180 360 570 730 2,510

POPULATION AND VITAL STATISTICS
Total population (thou) 3,844 4,899 6.796
Urban pop. (% of total) 40 42 46 38 64

Population growth rate(%):
Total 2.5 2.7 2.5 2.0

Urban 2.8 4.0 4.2 3.2

Life expect. at birth (yrs) 44 48 53 59 67

Population projections:
Pop. in 2000 (thou) 9,406

Stationary pop. (thou). 22,043
Population density per sq km
of agricultural land 13 16 20 404 775

Pop. age structure (%):
0-14 yrs 43 44 44 42 36

15-64 yrs 53 53 53 55 59

65 and above 3 3 3 3 5
Crude birth rate (per thou) 46 45 43 35 27

Crude death rate (per thou) 21 18 17 10 8
Total fertility rate 6.6 6.4 6.1 4.7 3.5

Infant mort. rate (per thou) 160 143 118 76 43

Child death rate (per thou) 37 30 23 11 5
Family planning:

Acceptors, annual (thou) .. 8
Users (% of married women) .. .. 26

FOOD, HEALTH AND MJTRITION
Index of food production per
capita (1979-81 = 100) 89 109 89 106 101

Per capita supply of:
Calories (per day) 1,868 2,017 2,171 2,507 2,964
Proteins (grams per day) 50 53 57 56 76

Pop. per physician (thou) 3.3 2.1 4.8 7.5 1.3

Pop. per nurse (thou) 4.0 3.1 2.5 .. 0.9
Pop. per hospital bed (thou) .. 0.5 .. 1.1
Access to safe water

(% of population): Total .. 34 43

Urban .. 81 78
Rural .. 6 12

Population Growth Infant Mortality Primary School Enrollment

5 250-
120-

S. 200-

is.0-

2- 100- 40
- 40

o 50-

0~ 0
1965-75 1975-67 1960 1970 1950 1960 1970 1980

SBOLIVIA BOLIVIA
2 FIRST REF GROUP U FIRST R_ GUP
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1988 SOCIAL INDICATOR DATA SHEET

BOLIVIA
Reference Groups (MRE)

Most
Recent Lower mid Upper mid

1965 1975 Estimate income income

LABOR FORCE
Total Labor Force (thou) 1,291 1,565 2,046

Female (%) 21 22 24 29 30

Agriculture (%) 54 49 46 55 30

Industry (%) 20 20 20 16 30

Participation rate (%):
Total 34 32 31 37 37

Male 54 51 48 51 51

Female 14 14 15 23 23

Age dependency (%) 87.0 90.4 89.4 82.7 71.8

HOUSING
Average size of household:

Total -. 4
Urban .. 4
Rural -. 4

Percentage of dwellings with
electricity:

Total 22 34
Urban 76 76 ..

Rural 8 6

EDUCATION
Enrollment rates:

Primary: Total 73 85 91 104 105

Male 86 94 96 109 108

Female 60 76 85 99 102

Secondary: Total 18 31 37 42 57

Male 21 34 40 47 57

Female 15 25 34 36 56

Pupil-Teacher ratio:
Primary 28 22 25 31 25

Secondary 17 18 .. 23 18
Pupils reaching grade 6 (%) .. 34 46 72 65

INCOME, CONSUMPTION. AND POVERTY
Energy consumption per cap.
(kg of oil equivalent) .. 210 263 351 1,313

Percentage of private income
received by:
Highest 10% of households
Highest 20% .. 59
Lowest 20% -. 4
Lowest 40% . 13

Est. absolute poverty income
level (US$ per capita):
Urban
Rural .. 134

Est. pop. below absolute
poverty income level (%)
Urban
Rural .. 85

Passenger cars/thou pop. 2.6 6.0 8.1
Newspaper circulation
(per thousand population) 24.7 40.6 44.3 43.5 106.2

IECSE August 1988
Not available. Note: Most recent estimates of population and GNP per capita are for 1987 unless otherwise noted.

Group averages are population weighted. Country coverage depends on data availability and is not uniform. Unless otherwise noted.
1965 refers to any year between 1962 and 1968; 1975 between 1972 and 1978; and most recent estimate between 1980 and 1986.

33
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THE WORLD BANK/INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
DATE: June 21, 1989

TO: Files

FRO c e tash ik

EXTENSION: 14

SUBJEC BOLIVIA: Country Strategy Paper Review

1. The Bolivia CSP was reviewed at an RVP meeting on June 20,
chaired by Mr. Bottelier. Mr. Bottelier led off the discussion by first
focussing on the quantitative dimensions of. Bolivia's development
problem(s). He particularly emphasized the large and slowly improving
current account deficit (combined with relatively slow growth) in the
projections and Bolivia's considerable overhang of bilateral and
multilateral debt. He questioned whether despite all that Bolivia has
already done in the past four years, there are some additional measures
that it can take to get out of its predicament.

2. In response to Mr. Bottelier's query about Bolivia's political
situation, staff noted that the political actors are well known to the
Bank and during the presidential campaign had endorsed the Government's
economic program.

3. There were a number of useful comments made on the document which
will be taken into account by LA3Cl staff in preparing a final version.
These comments were as follows:

4. The country strategy needs to elaborate on the measures which
need to be taken to increase the role of the private sector in the
economy. Are more policy changes needed to restore the confidence of
private investors? Since several policy changes agreed to by the
Government have yet to be implemented, what will be the strategy to get
them implemented? Despite the statements that the private sector should
increase its participation, the projections on investment and savings
levels do not suggest that there is much confidence that this will, in
fact, happen.

5. The discussion of Bolivia's relations with Argentina and Brazil
should elaborate on the economic and political difficulties and their
implications. In the case of gas exports, there are good reasons to
assume that Bolivia may have to begin to adjust to a lower level of export
earnings already beginning in 1989 instead of when the current contract
expires in 1992. In the case of Brazil, the difficulties of concluding an
agreement to improve export earnings from the sales of power, urea, and
polyethelene need to be emphasized.

6. The Bank's strategy in the industrial sector should attempt to
identify some of the policy measures which the Government may need to take
in order to stimulate private investment and growth in the sector.
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7. Further thought should be given to the conditions which have been
identified and need to be met to achieve growth and whether their
implementation needs to be speeded up.

8. There should be a second lending strategy which relates to the
policy slippage scenario since there is some uncertainty as to the
sustainability of the macroeconomic framework and future commitments to
implement pending policy reforms.

Distribution:

Messrs./Mmes. Husain, LACVP; Bottelier, LA3DR; Choksi, LAlDR;
Steckhan, LA4DR; Wessels, LATDR; Selowsky, Segura, Quijano,
Barandarian, Martin, Gregory, LACVP; Fisher, VPDEC; Rajagopalan,
VPPRE; Shakow, SPRDR; Dubey, EAS; Bock, DFS; Rao, FRS

cc: Messrs./Mmes. Garcia-Zamor, LA3DR; Drysdale, LA3HR; Forno, LA3AG;
Page, LA3TF; Smith, LA3IE; Miovic, Potashnik, Shaw, Jorgensen,
Albert, Baer, Ohno, LA3Cl; Mendoza, LA3BO

MPotashnik/dc
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1. The Bank's management last reviewed a CPP for Bolivia in December
1976. Bolivia's program has been discussed since then on several
occasions, notably an OPSC review of a Bolivia strategy paper in August
1983. Within the past year, several papers proposing a new approach have
been discussed, most in conjunction with the Reconstruction Import Credit
approved in May 1986, and a joint Bank/IMF Framework Policy Paper was
reviewed by the OPC on October 22, 1986. The objectives of this brief are
to highlight major strategic issues for Bank operations in Bolivia for the
next two-year period, with a focus on proposals for lending and ESW
programs, issues for Bolivia's medium- and long-term development which
underlie the operational proposals, and suggestions on ways to manage the
very real risk that the Government policy direction could change, calling
for a shift in the Bank Group role.

2. The setting for the present review is the sharp change in

Bolivia's fortunes and the direction of economic management since August
1985. The new democratic Government led by President Paz Estenssoro has
followed an extraordinary economic stabilization and adjustment program.
As recently as six months ago this program was expected to spur growth in
the economy this year. However, several unexpected external shocks have
undermined short-term growth prospects; the collapse of the world tin
market and drop in hydrocarbon prices have delayed Bolivia's recovery and
accentuated the medium and long-term dilemma presented by Bolivia's heavy
dependence on export commodities which face major uncertainties. At
present, the economy is still in a recession and, while the Government
remains committed to maintaining its tight stabilization program,
the resumption of economic growth is now the paramount objective.

3. The Government is seeking large scale Bank Group assistance to
support its adjustment and development programs. They wish us to play a
central role in resource mobilization and aid coordination, lending for new
programs, and economic and sector work in support of economic policy
reforms. We have already increased markedly our activities in Bolivia,
notably with approval of a total of US$70 million in IDA credits for the
Reconstruction Import program and a Gas Recycling Project in FY86 and

increases in staff resources devoted to Bolivia (the work program calls for
680 staffweeks in FY87 compared to 447 staffweeks in FY86 and 316
staffweeks in FY85). We are far advanced with preparation of a
Consultative Group meeting (the first since 1977) in December 1986.
However, if we are to respond to the challenge to assist the Government in
its programs, still higher levels will be required, as we must rebuild our

lending programs almost from scratch and greatly expand our economic and

sector work. Specifically, Bolivia cannot be considered creditworthy for
Bank lending now and a sharp increase in IDA resources is justified by
Bolivia's poverty and excellent economic management performance under the
Paz Estenssoro Government. We recommend in this paper a lending program of
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US$70 increasing to $95 million in IDA credits a year for the FY87-91
period. Management of this program will require particular care as it is
based on an optimistic scenario which assumes continued momentum in

introducing further economic reforms. The alternative scenario would he
sharply reduced lending for recovery of productive capacity and
institution-building support. Given the volatility of the situation in
Bolivia we recommend a review by Regional Management of the strategy and
related programs in one year's time.

B. Political and Social Context

4. The most marked feature of Bolivia's political background is the
extraordinary record of political instability: over 180 governments have
held office since independence in 1825 and six presidents (military and
civilian) have held office since 1979. Wide swings in ideology from far
left to far right have characterized these governments. Results have been
a high measure of uncertainty, the erosion in confidence in the Government,
very high levels of corruption, and a breakdown in basic Government
services and in law and order. Unions throughout 'the economy are active
and strikes are endemic, a symptom of the adversary relationships between
government and workers which are most striking for the troubled mining
sector.

5. The present government of President Paz Estenssoro, elected in

July 1985, took office in a period of unprecedented economic crisis
with inflation running at what may have been 28,000% a year. The new
President emerged as a leader of Bolivia in the 1940s and has served twice
before as president, notably presiding over the 1952 revolution which
nationalized many enterprises (including the mines) and introduced agrarian
reform. Now 78 years old, the President has set about to create a "new
Bolivia". He has set a path of reform totally at odds with his previous
record. The population or at least the political leadership has to date
supported him in his reform efforts: the argument is that having reached
the depths of economic chaos there is wide recognition that far-reaching
changes must come about and a willingness to weather the consequences, at

least for a time.

6. Behind this general facade of strong leadership and support there
are intense internal debate and many tensions. The President is highly
skillful in playing off internal political alliances against each other and
has shown himself willing and able to tackle frontally vested interests,
including the powerful drug barons. The two major parties - the MNR of
President Paz Estenssoro and the ADN, led by General Banzer, have struck a
somewhat uneasy truce. Within the MNR, however, tensions are becoming
increasingly apparent, and are presently reflected in different approaches
to handling the social dimensions of the adjustment program. If the MNR
wing which advocates more expansionary policies gains ascendence, there is
considerable risk that the rigor behind the economic reform program will
flag. In addition to these major party struggles large numbers of left and
right wing parties are active in the Congress and outside. There is active
and open debate on policy issues in Bolivia now, with a free and vocal
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press and constant questioning of policies and results. The political
situation is thus difficult, with continual challenges to government
policies and possibilities of changes in government. Nonetheless, the
Government has weathered 15 months since taking office and has shown its
ability to stay the course on economic policy and to win major victories in
the Congress, notably the passage in May 1986 of a new tax reform law.

7. In sum, the President has showed great vision and courage in
launching and pursuing a new economic policy and he, as a long-standing
nationalistic leader, is uniquely positioned to introduce the far reaching
changes Bolivia needs. He has assembled a cabinet, mostly from the private
sector, of extraordinarily able and principled individuals to pursue the
stabilization program. The situation is fragile, however, with challenges
from all sides. External support is essential and is seen as a key element
in the equation of sustaining the present policy stance.

8. Bolivia faces deep-seated social problems, with an essentially
dual society and wide disparities in incomes. The majority of the
population is Indian in origin and, despite universal adult suffrage, a
large part of the population is effectively estranged from Bolivia's
socio-political life. One half of the population does not speak Spanish
fluently and Bolivia's government has traditionally been run by the 'white'
Spanish speaking and western oriented elite. This situation presents long
term issues and challenges for Bolivia. In the immediate future, it
accentuates the importance of effective action to address the social impact
of economic programs and to launch efforts to remedy the weak social
services (health, education) which contribute to the dismal social
statistics on Bolivia - highest infant mortality rate in Latin America,
lowest access to piped water, etc. In the longer term, issues of social
policy should figure prominently in our operational program and we plan to
start work on social sector reviews to provide a basis for long term action
plans. Bolivia will be one of the LAC Region's countries where the role of
women in development will be emphasized. This work will focus on
monitoring the poverty impact of adjustment programs and on defining social
action programs. It may also offer a vehicle for defining approaches to
the more fundamental social issues facing Bolivia.

9. Bolivia's rapid population growth rate raises important issues.
Statistics are particularly poor but best estimates indicate that the
population of about 6.5 million is increasing at about 2.8% a year. The
official Government stance is that Bolivia has ample land resources to
support a much larger population; underlying this position is the racial
dimension of population policy issues and an unwillingness to broach the
topic which is very sensitive. We do see population as an important issue
because of its impact on prospects for employment, development of human
capital and poverty alleviation. We propose that the most effective
approach to the problem at this stage would be the proposed initiatives to
define social action programs, with a focus on health care and the role of
women. The problems posed by rapid population growth should remain an
important theme in our policy dialogue.

10. The growth of the cocaine industry in Bolivia over the past six
years has had far-ranging effects on the economy and society. These issues
have come to the forefront in recent months with a strong Government
commitment to curtail the trade and joint US-Bolivia military intervention
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during the summer of 1986. The problem is enormous as coca accounts for a
large part of Bolivia's economy and legal exports are well below earnings
from cocaine. The drug interests are powerful and play an increasingly
pervasive role in the economy and in politics. The Government sees also an

alarming incidence of social problems in Bolivia linked to drugs
(addiction, crimes, alienation of large groups, disruption of traditional
agriculture). The Government has therefore decided to address the problem
frontally with a program designed to eradicate coca production and

processing (except for traditional uses). Following an international
appeal by the Government launched through the U.N. in October 1986, an
agreement was signed with an American Government team in La Paz in late
October to implement a comprehensive program, whose cost over three years

is about US$300 million. Whether the Government has the capacity to
implement this program fully is doubtful. A number of senior officials are

strongly rumored to have coca-industry links and the large amounts,
estimated between US$200 and 600 million, of coca dollars repatriated each
year have been strategically invested to support trade union organizations,
key private sector industries, prestige ranches, and social infrastructure
supporting the growing areas. A number of towns are well-endowed with good
schools and infrastructure support for a captive local work force e.g.
Santa Ana. The American troop presence over a period of 120 days this

summer and autumn temporarily dislocated the market price of coca leaves by
frightening away the middle men but within ten days of troop departure coca

leaf prices compatible with early 1986 levels were restored. This issue is

likely to figure prominently in discussions of Bolivia's problems and

prospects in the immediate future. We consider it important that we make

special efforts to understand the situation - notably the economic impact

of the cocaine industry and its possible sharp reduction, and the specific

development consequences of the proposed eradication schemes.

C. Economic Background

11. Bolivia's precarious economic situation is described in two

recent documents: Updating Economic Memorandum for Bolivia (November 3,

1986), and the joint Bank/IMF/Government Policy Framework Paper (November

6, 1986). This section summarizes briefly the Paz Estenssoro Government's

economic legacy, the Government's economic program, the record of

performance to date, projections for future growth and resource needs, what

we see as underlying adjustment issues, and prospects and needs for
external resource flows.

12. The Legacy. The chaos of Bolivia's economy in July-August 1985

is well documented but the salient features were the hyperinflation, which

ran at some 24,000% over the one year period ending September 1985, an
exchange rate system where the parallel rate exceeded the official rate by
20 times, Government deficits approaching 30% of GDP, a large unmanageable
debt, and a tax effort which declined to about 3% of GDP, making it one of

the lowest in the world. Bolivia had run up a debt of some US$4 billion,

most of which was not being serviced; arrears stood at about US$1 billion

in August 1985. GDP fell by 30% over 1981-85 and the situation of
Bolivia's population was notably worse than it was 20 years earlier.
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Behind these figures was a state apparatus running out of control, a
far-ranging breakdown in Government services including those responsible
for economic management, and a sharp decline in investment, public (because
it could not be managed or financed) and private (because confidence in the
economy was almost nil). Bolivia's export earnings were heavily dependent
on tin and gas, both of which have had heavy state intervention. Bolivia's
mining industry, in particular, was exceptionally vulnerable to external
shocks as it was high cost with virtually no effective measures to explore
new resources or to put the industry on a sound, modern footing.

13. The Government's Economic Program, introduced in August 1985 with
important additional measures over the coming year, is a far-ranging,
ambitious effort to achieve stabilization and bring about fundamental
adjustment in the economy. The program is, for the short term, centered on
sharply reducing deficits of the non-financial public sector, and more
broadly, curtailing the state's role so as to encourage a free market
economy. Noteworthy features are the absence of controls on prices and
wages (outside the public sector) and a free exchange rate system based on
a daily public auction. Important measures include laws on public
employment which eased restrictions on firing, passage of a far-ranging tax
law, and reforms in the trade regime, including a uniform 20% import
tariff. The economic program includes in outline and in some instances
very specifically, plans for fundamental structural adjustment, with a
strong focus on addressing the problems of the public enterprises. The aim
behind these measures is to bring about a sharp reduction in the public

sector, including employment, and to put public enterprises on a sound
financial and economic footing. A comprehensive program to introduce an

integrated financial management system for the Government is at an advanced
planning stage. Bolivia aims to reestablish normal relations with its
debtors, starting with the Paris Club and including commercial banks. It
also sought quickly to reestablish relations with the IMF.

14. Record of Performance. The record of the Government's first 15
months in office should be viewed as extraordinary. The stabilization
policies introduced in August 1985 have been implemented with vigor,
despite many challenges to them, internal and external. Perhaps most
notable is that the lid has been kept on public sector wages and on
government spending. Inflation has run at some 2% a month since early
1986. The exchange rate is free and stable. Major progress has been made

in freeing prices and in raising tariffs. The Government has made

significant progress in regularizing relations with creditors, notably the
Paris Club Agreement in June 1986. The problems the economic team have

faced have been far worse than anticipated because of the sharp reverses in

market prospects for Bolivia's two major exports - tin and natural gas.
Nonetheless they have sustained a coherent policy stance taking these new
developments into account.

15. The major weaknesses in policy can be seen in the areas of public
investment and general government administration, and in the absence of

explicit measures to address the social consequences of adjustment. For

public investment, the Government has only recently started the full-scale
review of ongoing and planned programs required to boost investment levels
and ensure that they are efficiently managed and geared towards the
Government's recovery objectives. If international support is to be

mobilized and used well, a disciplined effort to improve the management of
public resources is urgently required. More broadly, despite important
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measures already underway to cut back public sector employment and to

improve key services, the administrative apparatus which must implement

policy change is still extremely weak and decision-making across the board

is slow and uncertain. Carefully targeted efforts to build key services

and cut some red tape are essential if the Government is to follow through
on the policy initiatives already taken. The Government is well aware of

this critical problem of implementation - a Government powerful with the

policy pen but much less so in following through on its decisions. The
problem is that, to date, only a small part of the changes introduced can
be seen as truly "institutionalized". This conundrum underscores the

importance of vigorous institution-building efforts targeted in the first
instance to the key areas of economic policy management (Ministries of
Finance and Planning, Central Bank, and Contraloria General) which manage

the financial control system. We see a strong focus of Bank assistance on

the implementation of policy reforms. Another area where priority
attention is needed is in monitoring and acting to alleviate the social

impact of adjustment policies. To date, virtually no systematic action has
been taken in this domain. The strong response of the miners to lay-offs

has seriously cramped reforms of COMIBOL, the mining public enterprise. It

has brought home the need to design an effective social action program to

ensure that social issues are understood and that the Government responds,

within the severe constraints upon its administrative and fiscal capacity,
to the most urgent social needs. During an October meeting convened by the

UN Secretary General, the Government appealed for international support for

a Social Emergency Fund. However, this remains little more than an idea

and much work is needed to prepare sound proposals for putting it into

effect.

16. Economic Projections. Our projections on future macroeconomic
developments are detailed in the Updating Economic Memorandum. Tables 1,

2, 3 and 4 present a summary. The projections are admittedly based on

optimistic assumptions: they presume the continuation of the Government's
current macroeconomic policies - including the maintenance of stabilization

programs and continued structural adjustment measures at the macroeconomic

and sector levels. It assumes an increasing level of investment, public
and private, within the period. With this scenario, GDP growth of about

3-1/2% a year should be achieved. Even with this rate of growth, per

capita incomes in 1995 will be the same as 1985. This scenario suggests
broadly that with strong external support Bolivia can maintain equilibrium

in internal and external accounts through the early 1990s. Thereafter the

present scenario shows a sharp deterioration in the external accounts as

repayments to the Paris Club and to the IMF fall due and the important
natural gas contract with Argentina expires. Longer-term growth and

financial equilibrium will depend on Bolivia's ability to: (a) restructure

its debt in a radical manner; (b) maintain what must be seen as high levels

of growth and investment; and (c) develop major new sources of export

earnings. Under present assumptions, therefore, Bolivia clearly cannot be

considered creditworthy for Bank lending; it stands, rather, in urgent need

of a sharp increase in financing on highly concessional terms.

17. We have reviewed several less optimistic scenarios. The "worst

case" involves a return to the types of policies followed before August
1985 and the consequences are clear from that history. With intermediate

scenarios which are based on less vigorous adherence to present adjustment

policies Bolivia cannot achieve any significant level of growth and the
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prospect is for a continued or worsening recession. The gaps in the

external account widen, and per capita incomes fall. In sum, unless there

is sustained commitment to the reform program coupled with high levels of

external support, the substantial achievements to date will founder.

18. We consider the most critical variables for future growth, tied

to Government policy, to be: (i) maintenance of a free and competitive

exchange rate, (ii) maintaining free prices within the economy, (iii)

active measures to promote export growth and diversification, notably a
favorable trade regime based on low import tariffs and no re-introduction
of restrictions on exports, (iv) effective measures to bring about further

reductions in direct public sector involvement in productive activities,
(v) progress in stimulating private investment, and (vi) an increase in the

amount and efficiency of public investment.

19. Major Economic Adjustment and Issues. The major adjustment

issues for the medium-term for Bolivia may be briefly summarized as

follows:

(a) Redefinition of the Role of the State. A central tenet of the

Government's new economic policy is a sharp reduction in public

sector intervention in and management of the economy. The issue

now is how to carry this into practice by sustaining and
enlarging measures taken already to free prices and dismantle the

complex web of controls which has been created over the past 30

years, to reduce the scope and sheer size of the public sector,
and to make public services more effective and efficient, geared

to supporting a free market economy. This constitutes an

enormous challenge for Bolivia as the public sector is one of the

biggest and probably most inefficient in Latin America.

Large numbers of public entities operates in a confused policy

environment and public sector employment is around 200,000 or

about 30% of total wage employment. Public enterprises dominate

key sectors, notably mining, energy and transport. The

objectives for the medium-term are thus to restrict further the

public sector role by reducing the number and size of

institutions (including large reductions in public sector

employment), to redefine administrative procedures to reduce and

simplify them dramatically, and to rebuild basic public services

starting with those central to management of the economy
(Ministries of Finance and Planning, Central Bank, Controller

General). In the medium- to long-term, far-ranging civil service

reforms including adjustments in salary scales will be required.

(b) Financial Equilibrium. Bolivia faces three imperatives to

achieve lasting adjustments to bring its internal and external

accounts into balance: first, tax revenues must be increased by

implementing the Tax Law passed in May 1986. This effort is just

now beginning but needs to be pursued with vigor; second (and

related to the redefinition of the role of the State) public

sector spending must be reduced and redirected to productive

ends, notably investment; and third, Bolivia, with external

support, must seek a restructuring of its external debt as this

cannot be serviced with present foreign exchange resources.



-8-

Reschedulings of debt offer a very partial solution because of
the financial difficulties foreseen for the early 1990s. Bolivia

offers features, notably the exemplary policy performance,

poverty of the country, and relatively small size of the debt in

international terms, which suggest that radical solutions to the

problems of commercial bank and possibly bilateral debt should be

explored.

(c) Export Diversification and Promotion. Bolivia has seen the

virtual collapse of markets for its two major exports, tin and

natural gas, over the past year. While prospects may improve,

especially if a project to export gas to Brazil proves viable,
these developments underscore the need to diversify exports and

to promote actively exports other than tin. The most favorable

prospects are development of commercial agriculture in the Santa

Cruz Department (which should be stimulated by the opening of the

waterway to the Atlantic via the Paraguay River) and exploitation
of a range of metals other than tin. What is needed is an active

policy stance promoting exports, translating President Paz'

statement "Either we export or we die" into practice.

(d) Public Investment. Major efforts are needed to boost levels of

public investment and direct it to productive ends. This is

feasible because there is a large pipeline of financed but

undisbursed projects (around US$1 billion) but difficult because

management of this portfolio is poor and responsibilities highly

fragmented. Lack of counterpart funds and the acute

administrative weakness of implementing agencies have slowed

implementation severely. High priority must go to speeding

implementation of the portfolio which for the most part consists

of reasonably sound investments, followed by measures to

establish a decent investment preparation, screening and
programming process. In the interim a challenge will be to avoid

bad investment decisions, as several "white elephants" with

strong sponsors are waiting in the wings. Although some of these

ideas have been around for many years, neither we nor the

Government now has adequate up to date information on them. This

underscores the importance of an early focus on the public

investment review. This effort has barely begun and much work

remains.

(e) Private Investment and the Financial Sector. The motor for

future growth is to be the private sector but it has been very
slow to resume investment despite the favorable policy

environment. The structure of the private sector (geared to

trading and quick return ventures), decades and even centuries of

bad habits, and an understandable concern with political and

economic policy stability present a particularly difficult

problem in efforts to reactivate investment. One area is

susceptible to immediate action: restructuring the troubled

financial sector. Work is underway to prepare proposals that

would put the banking system back on a sound footing and thus

ensure that financing for private investment is available. Other
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policy objectives should be special efforts to convince private
operators of the Government's commitment to continuity in

economic policies, improve information flows and, for the public
and private sectors, to prepare and, in appropriate instances,
participate in promising investment ventures.

(f) Social Sectors. Bolivia's deep-seated social problems suggest
that during the adjustment period priority should be given to
preparing actionable social service programs in critical areas,
notably health and primary education.

(g) Environment. Bolivia faces important long-term ecological issues
both on the Altiplano (land degradation) and in the lowlands.
It would be prudent to initiate soon a careful review of issues
with a view to presenting a strategy for addressing environmental
issues in the medium- to long-term.

20. Prospects and Needs for External Resource Flows. Bolivia will

require substantial transfers of external resources to close the balance of

payments gap and allow growth. Given the difficult medium and long term
prognosis for the external account, it is important that this assistance be

on highly concessional terms. The Bank's economic projections assume that

these needs are met primarily by bilateral and multilateral disbursements
and direct foreign investment (Table 4). For 1987, the estimates are as

follows: multilateral gross disbursements US$282 million (including IMF),
bilateral gross disbursements on loans US$132 million, official assistance

on grant terms US$95 million, and net direct foreign investment US$20

million. No new financing from commercial banks is assumed with the

exception of capitalization of interest. The solutions worked out for the

commercial bank and Paris Club debt will have a major impact on actual
financial requirements in the ensuing years, but the projections indicate

increasing needs for external financing through the early 1990s.

D. Past Bank Group Operations and Bolivia's Relations with Other Agencies

21. The Bank Group has been actively involved in Bolivia since 1964.

Total lending to date stands at about US$460 million; 16 credits, 15 loans,

and one blend operation have been approved. Of this, US$295 million is

outstanding and, as of September 30, 1986, US$86.5 million was

undisbursed. Bolivia was an IDA country until 1975 (except for the Gas

Pipeline loan), then borrowed for several years on Bank terms until the

economic situation begun to deteriorate around 1978. An ill-fated
structural adjustment loan was made in 1980 and its failure combined with

worsening creditworthiness for the country and deterioration of economic

management led to the cessation of Bank and IDA lending between FY81 and

FY86. As a result our present portfolio (leaving aside the two operations

approved in late FY86) is very small, consisting essentially of small

remaining parts of old projects, most of which have had a troubled
history. They were designed in a different era and were implemented during
a period of economic turmoil with Bank/IDA disbursements stopped several

times as Bolivia failed to service its obligations. The undisbursed

balance on this portfolio stood at US$15 million as of October 31, 1986,

and a large part is likely to be cancelled before the end of this fiscal
year. By FY88, none of these older projects will remain alive.
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22. Past Bank lending has been quite far-ranging and diverse, with an

active involvement in several sectors, notably transportation (26% of total

lending) and hydrocarbons, where the Bank played a key role in developing
Bolivia's gas export potential. Other sectors where the Bank has been

actively involved are power, mining (largely credit operations for the

private sector), water supply, and urban. Our record in agriculture has

been mixed, with some successful operations in earlier years focussed on

the livestock sector; three more recent (two still ongoing) rural
development projects have, however, faced serious implementation problems.

Execution of many on-going projects was affected adversely by the shortage
of local funds, changes in Government personnel, and periodic suspension of
Bank disbursements and as a result the conclusions of recent PPARs have
been quite negative, notably for the 1980 Structural Adjustment Loan. The

current Government has made praiseworthy efforts to improve portfolio

performance but faces a difficult, and in some instances, virtually

impossible task in trying to resuscitate flawed or outmoded operations.
Recent economic reforms and the appointment of qualified project managers

by the current Government are expected to improve project execution in

several cases.

23. While no new operations were approved between 1980 and May 1986,

the Bank provided substantial technical assistance through its economic and

sector work which was focussed on critical impediments to Bolivia's
development. Many recommendations resulting from these efforts provided

the basis for the current Government's stabilization and structural reform

program and underpin specific programs now under active preparation; on the

other hand, many reports remain on the shelf and events have largely
bypassed them. Specific efforts included a comprehensive study on COMIBOL

rehabilitation in 1981, proposals for mining tax reform, analyses of mining

investment laws and fiscal reserve, a proposed reorganization of the

troubled Agricultural Credit Bank (BAB), studies on pricing issues for

agriculture, a sector paper on transport, an energy assessment, and a

program proposing a full overhaul of auditing and procurement practices.

These provide a fairly good base for our present efforts to support the

Government's adjustment program and start to rebuild a lending program.

Nonetheless, the very small size of the current portfolio and of our recent

operational program plainly presents important disadvantages, and calls for

special efforts to rebuild our knowledge of various sectors and to move
quickly in preparing new lending operations in what remains a difficult

operational environment. Our limited recent involvement is particularly

apparent as we seek to review the public investment and expenditure

programs. This work will require, in many sectors, a heavy initial
investment in reconstituting knowledge of the sector.

24. The Bank response to the new policy initiatives launched in

August 1985 was rapid and during that fiscal year two IDA-financed
operations - the Reconstruction Import Credit for US$55 million to finance

imports for key sectors, and the Vuelta Grande Project for US$15 million -
were approved. The Bolivia country team was retailored with the creation

of a new division in the Bank and an ambitious program of project

preparation (supported by five new PPFs) and economic and sector work was

launched. The Resident Mission in Bolivia has been reactivated with the

appointment of a new Resident Representative in October 1986. Finally, the

Bank has agreed to resurrect the Bolivian Consultative Group (dormant since

1977) with a first meeting in December 1986.
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25. During the period of limited Bank involvement (1980-85) the IDB
maintained an active presence in Bolivia, reflected in their current large
project portfolio which stands at about US$460 million in undisbursed

commitments. IDB has lent largely for transport and energy investment but

also has important technical assistance efforts ongoing. The UN system

also remained actively involved and the Secretary General himself, and

other senior UN officials, have taken a lead in appealing for international

support for Bolivia in recent years. IFAD has a relatively strong

involvement in the agriculture sector, mostly for relatively small but

quite soundly-conceived projects. The Fondo Financiero para el Desarrollo

de la Cuenca del Plata (FONPLATA) and the Corporacion Andina de Fomento

(CAF) provide some financing, although their terms are not very

concessional. Among the bilateral agencies, Argentina and Brazil have been

by far the most important, reflected in their current 50% share of

Bolivia's bilateral debt. Most support has been supplier credits with some
technical assistance and, in the case of Argentina, an important role for

countertrade. The USA has a longstanding special interest in Bolivia,

which has taken on special significance with the increasing prominence of
issues around the cocaine trade. Other bilateral agencies with significant
programs are the UK, Germany, and Japan, and, to a lesser extent,
Switzerland, Holland, and Denmark. These latter countries have followed
the developments of the past year closely and have expressed interest in

supporting Bolivia's development efforts. Other important actors are
non-governmental organizations, which are very active in Bolivia (some 197

operate there) but there are important problems in coordinating these
activities. In sum, Bolivia has long been a country where external
assistance plays an important role and there is evidence of particular
interest in supporting Bolivia's program now. Aid coordination is poor,
however, with information exchange limited and considerable overlapping in
activity and even contradictory programs. This gives special importance to
the Consultative Group as a vehicle for improving aid coordination by

improving information flows and supporting the Government in presenting to
donors and carrying through a coherent development program.

26. Original commercial bank debt in Bolivia stands at about US$650
million in principal but would total at least US$900 million if unpaid
interest, penalties, etc. were added in (the latter figure is subject to
dispute as there is, no legal agreement as of yet). It is held by some 140
banks, with US banks holding the lion's share. Bank of America chairs the
Bolivia Advisory Committee. Bolivia has not serviced its commercial bank
debt since March 1984. Several meetings have been held within the past
year (most recently in September) and progress is being made. There is
recognition on both sides that innovative solutions will be required and
possibilities under discussion include debt equity swaps, interest
subsidies, and buyback of Bolivia's debt at a deep discount. Recourse to
new commercial bank lending in the short- and medium-term seems unlikely.

27. Bolivia's relations with the IMF over the past year have been
good. A one-year Standby agreement was approved in June 1986 and Bolivia
has met virtually all performance targets by comfortable margins. The Fund
staff is now preparing to present proposals for access to the Compensatory
Financing Facility and the Structural Adjustment Facility in December.
Discussions on a further Standby are likely to begin in the spring of 1987.
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E. Bank Assistance Strategy and Operational Program

28. The Government's stabilization program and medium-term strategy

for economic reconstruction, recovery, and growth provide a good framework

for an expansion of our operations in Bolivia. Our proposed assistance

program, including economic and sector work, should allow us to
be an active partner in the Government's efforts to rehabilitate the

economy's productive capacity and play a central role in monitoring and

supporting the implementation of policy reforms. Specifically, our

strategy will focus on assisting the Government to: (i) sustain the

implementation of the macroeconomic stabilization program and carry through

structural adjustment reforms including specifically a change in the role
of the state; (ii) rehabilitate and restructure the agriculture, mining,

and hydrocarbon sectors with the view to diversifying exports and achieving

efficient import substitution; (iii) reconstruct and rehabilitate essential

infrastructure to minimize bottlenecks to increased production and to

support increases in private investment; (iv) support major increases in

public and private investment notably through strengthening the public

investment program, enhancing the investment climate through appropriate

policy measures, and reforming the financial sector; (v) alleviate the
direct social impact of the stabilization programs especially on lower

income groups; and (vi) reintroduce discipline in public sector management

and administration to support the effective execution of the economic

reforms and management of the economy. We also expect, in collaboration

with the IMF, to support the Government in its efforts to restructure its

commercial bank and bilateral debt.

29. In line with the above strategy, we will endeavor to (i) increase

the quantity and quality of our economic and sector work program; (ii)

strike a balance between policy-based and regular project lending with
substantial institution-building components; (iii) to the extent possible,
increase the size and number operations of IDA lending to increase the

transfer of resources and rebuild our operational portfolio; and (iv) help

to coordinate aid flows to Bolivia and participate in working out Bolivia's

indebtedness problems including participation in commercial bank and Paris

Club discussions.

Economic and Sector Work Program (ESW)

30. Through our proposed ESW program (FY87-89) we aim to continue a

productive policy dialogue with the Government and assist in elaborating a

realistic and actionable medium-term policy framework and a sound

medium-term public expenditure program. Further, some planned studies

would help rebuild, update, and fill in gaps in our knowledge of key

sectors and could become the basis for policy-based and project lending and
enable us to establish parameters and indicators for monitoring the

performance of Government adjustment policies and programs.

31. The proposed ESW program for FY87-89 is as follows:

(a) an Updating Economic Memorandum has been prepared for the
December 1986 Consultative Group Meeting. It provides a review

of the new economic policies and performance in implementing

them, and presents medium-term economic projections.
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(b) the first stage of a Public Investment Program (PIP) Review has
been completed, focusing on the analysis of the composition,
level, and implementation constraints of the Government's 1986
and 1987 investment programs and a preliminary review of the
agency project proposals for future years. A summary of findings
has been circulated to the CG. A second stage in-depth Public
Sector Expenditure Review (PSER) will be undertaken in the second
half of FY87 (i.e. after the CG Meeting). The PSER will aim to
provide advice and support to the Government in improving
resource allocation and management as Bolivia moves from
short-term stabilization to medium-term growth. It will entail
in-depth reviews of sector strategies and investment and
expenditure programs, criteria and means for developing
investment programs and projects, and institutional mechanisms
for project identification, screening, monitoring and
implementation. A key objective is to ensure that investments
are focused on the Government's strategic priorities within the
macro-economic framework, including resource availability. We
expect to undertake more limited public expenditure reviews on an
annual basis in FY88 and FY89.

(c) Medium-Term Policy Framework. A joint Bank/IMF/Government
Medium-Term Policy Framework Paper for the Structural Adjustment
Facility has been completed (November 6, 1986) which outlines
major macroeconomic and sectoral objectives in the medium-term.
The FY87 work program (which did not include the SAF paper)
includes a medium-term work-out paper to be prepared at the end
of the fiscal year. If discussions during the CG meeting with
multilateral and bilateral donors indicate that an elaboration of
the medium-term scenario would be useful, we will update the PFP
at the end of FY87-early FY88. In conjunction with the
medium-term policy framework we plan to assist the Government
with the analysis of the social impact of adjustment programs
(with an emphasis on families) and of employment issues including

specifically handling of redundant labor.

(d) Export Prospects. In preparation for the medium-term policy
review we undertook a consultant review of export prospects which

is being issued as a divisional working paper. This document
provides a commodity-by-commodity review of past and proposed
exports and a review of policy issues and institutional
mechanisms needed to promote growth and a rapid, far-ranging
diversification of exports. A major conclusion is that Bolivia's
strategic focus for the medium-term should shift to Santa Cruz
and agriculture geared to the Brazilian market and export via the

Paraguay river system.

(e) Private Sector Investment Issues. Also in conjunction with the
medium-term framework a working paper on private investment

issues is being prepared. It provides an analysis of the
Bolivian private sector and its present approach to investment
and makes proposals on improving the investment climate and
stimulating private investment.
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(f) Country Economic Memorandum (CEM). We plan to prepare a full CEM
in FY8B to provide an in-depth analysis of the Government's
economic policies and performance and thus to underpin our
dialogue with the Government on economic adjustment issues.

(g) A regional study of the Santa Cruz Department is planned for FY88
to provide a basis for development programs aimed at tapping the
region's agricultural potential. The Review would address major
strategic issues (assessing the Brazilian market, for example)
and identify major bottlenecks to development (transport, land
titling, services, credit, and agricultural research, for
example). This study is urgent and should be advanced to FY87 if
resources are available.

(h) A Financial Sector Study has started in FY87 and will be
completed in FY88, to analyze the major problems and key policy
constraints afflicting the Central Bank and the private banking
sector and recommend measures for the system's rapid
rehabilitation and restructuring to avoid a financial crisis that
could set back the rehabilitation. This effort will be linked
closely with the preparation of a possible policy-based financial
sector loan (FY88) and will draw from the analyses and
recommended actions under the proposed institutional development
project for Public Sector Financial Management (FY87).

(i) Sector studies in agriculture, transport, health and nutrition
and education are programmed in FY87 through FY89 to provide a

comprehensive view of the status, problems and strategies for
rehabilitation and development of these sectors. In addition,
supervisory assistance will be provided to thE Government in
developing a UNDP-financed Energy Master Plan which will be a

follow-up to the work carried out by the Energy Assessment of
April 1983. Among the objectives of the exercise will be to
propose energy sector strategies, identify investment
possibilities and priorities, improve the financial viability of
key energy institutions and improve the coordination of the
energy sector.

(j) A study of employment problems and prospects will be initiated in
FY8B and completed in FY89 which will examine the employment
implications of the economic reform programs. A Poverty Study
with a comprehensive analysis of basic needs, social indicators,
the impact of the stabilization and adjustment programs on the
poverty groups will be undertaken in FY89 and completed in FY90
as part of a Bank-wide effort on poverty analysis.

(k) A strategy statement on the role of women-in-development is
planned for FY8B to review the results of analysis initiated in
FY87 (monitoring of impact of adjustment programs, social
services review) and make proposals on future action.
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(1) A number of additional areas for such analysis have been
identified and could be considered if resources are available. A

first is a review of data sources and availability with a view to

defining a program to improve information. A second possibility
would be a full review of ecological issues to prepare an action
plan. Third, given the active presence of NGO's in Bolivia a
review of their activities with a view to defining better

coordination mechanisms and areas for joint approach would be

useful.

Proposed Lending Program

32. Bolivia's needs for assistance are enormous and areas where the
Bank Group could provide effective support are myriad. This is

particularly true because of the hiatus in lending from 1980-86 so that
virtually all older projects are closed or near closing. Thus we need to

rebuild and expand our program simultaneously. Our ability to expand our

lending program will be determined first, by the Government's success in
sustaining the economic program, second by IDA availability, third by staff
resources allocated for Bolivia, and fourth by the Government's absorptive
capacity for policy and institutional reform and investment. Our strategy

is to build as rapidly as possible towards an effective lending program in

the sectors which are critical for economic recovery and adjustment and to

use our project preparation and appraisal work as a vehicle for assisting
the Government in resource mobilization; thus cofinancing would be sought
actively in all appropriate cases. Given the need to reactivate operations

in many sectors, this suggests that the very limited IDA resources will
tend to be distributed quite thinly among different operations. However,
there are strong arguments for a wide involvement across sectors--notably
the potential catalytic role we can play in mobilizing external resources,

and the demand for broad knowledge of investment programs dictated by our

own role in assessing the public sector expenditure program.

33. Our proposed lending program is based on two scenarios: (i) a

high case of US$70-95 million (for three to four operations) per year
through FY91 if the Government stays on track and keeps up the momentum of
reforms (see Attachment I); and (ii) a low case of about US$20-30 million a
year focussed on recovery of productive capacity and institution-building.
The high case scenario gives priority to (i) policy-based lending for

short-term recovery and rehabilitation, specifically programs linked to

private sector investments and sector based policy reforms; (ii)

institution-building support to assist in rebuilding priority public

services and support improvements in the public expenditure management
processes; and (iii) investment projects for the agriculture,
transportation, energy, and mining sectors with emphasis on reduction of

bottlenecks to production and processing. Modest resources are allocated

for the social sectors; our aim would be to maximize cofinancing from other

donor agencies. Social components (education and training, health, water

supply and sanitation and urban development) in production-oriented and

regional development projects will be encouraged, as appropriate. We have

already launched an intensive program of project preparation supported by

five project preparation facility advances for mining, energy (2 PPFs),
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urban development, and the public sector financial management project.
Work in cooperation with the UNDP is currently underway in several sectors,
notably agriculture, energy and public sector management, to prepare
investment proposals. We recommend work on a relatively large reserve
program given the numerous project possibilities identified and

uncertainties associated with projects in the regular lending program.
Work on these operations should also be seen as part of the effort to
strengthen public investment programming and resource mobilization.

34. The objectives for policy-based lending will be to provide
quick-disbursing assistance to support the recovery and rehabilitation
effort. Such lending will be based on the Government's economic program
and include specific conditionality, within the medium-term policy
framework. For the first two operations (the first and second
Reconstruction Import Credits - FY86 and FY87), the most effective
mechanism for assistance is direct financing for imports, linked
specifically to recovery programs and key policy changes in the major
sectors of activity. The first Reconstruction Credit is effective and,
while it has taken longer than expected to start disbursements, the
operation is soundly conceived and will provide support to clearly
defined sector programs which contribute directly to economic recovery.

The second operation, which should be appraised shortly, will be similar in

conception, although efforts will be made to simplify implementation
mechanisms. The major focus will be on promoting a reactivation of private

investment, restructuring the energy sector, urgent improvements in

transport, and design of an effective social action program; for the

latter, the objective would be to agree with the Government on specific
action measures to monitor the impact of adjustment programs and to address
their major consequences, notably unemployment. These operations have
great urgency and there is thus a premium on moving quickly with design and
implementation. Looking ahead, we have included a Structural Adjustment
Credit as an FY89 reserve; it would be based on a more comprehensive, well
articulated medium-term adjustment program. We will review in one year's
time whether a structural adjustment operation is the most appropriate
vehicle for ensuring clear agreement on the macro-economic policy framework
with the Government, or whether sector-based operations are better suited
to Bolivia's circumstances.

35. The FY87-91 lending program includes sectoral adjustment
operations in the financial, mining, and transport sectors and agriculture
projects which would be based squarely on a medium-term policy framework
for that sector. An energy sector adjustment operation is also a
possibility but urgent needs would be addressed under RIC II and it is
therefore carried in reserve. The proposed Financial Sector Credit (FY88)
will be linked to policy adjustment measures in the financial sector and to
strengthening of public and private financial institutions. The
rehabilitation of financial institutions should improve resource
mobilization and ultimately, increase the availability of credit to the
private sector on reasonable terms, while minimizing direct costs to the

Government arising from insolvent financial institutions. A Mining Sector
Rehabilitation operation is planned for FY89(S) which will focus on the
policy and institutional changes required to streamline and reestablish a
viable COMIBOL operation and stimulate public and private mining

diversification. This operation is urgent and should be advanced if work
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progresses more quickly than expected. A Transport Sector Rehabilitation

operation in FY89 will aim to support major maintenance and some

reconstruction works in the road and railway systems and, if appropriate,
include the construction of priority feeder roads nationwide. The

operation would build on measures included in the RIC I and II operations.

36. A major objective of our operational program will be to support
the Government's objective of redefining the role of the state,
specifically by supporting institution-building programs for the core

ministries and agencies. A first operation in FY87 will focus on financial
management and specifically support development of new and better

management systems for the Ministry of Finance, the Central Bank (in its
role vis-a-vis the financial sector) and the Controller General. Support
will be provided for implementation of the tax reform. We expect this to
be the first of a series of similar projects aimed to reinforce the
Government's economic management capacity. A second operation in FY88

would support improvements in public investment programs including
specifically rebuilding the Ministry of Planning on a sound basis and
providing resources to support professional reviews of investment
proposals, joint financing with UNDP is being explored.

37. Project lending for agriculture, energy and power, and social
services will focus primarily on rehabilitation, reestablishing the
foundation for growth, and strengthening the sectors' absorptive capacity
for future assistance. We expect that all projects will have important
policy content and support the broader sector investment and expenditure
programs. For the current fiscal year (FY87) we plan a small power
rehabilitation project, which includes important studies to prepare a
sector investment program, and institutional strengthening measures. For

FY88, an urban project will follow on from the successful first project and
will be focused on institutional strengthening of the La Paz Municipality
and low-cost infrastructure development. In FY88 and 91 we plan two
agricultural projects which are tentatively designed to address the

development needs of the very different regions of Santa Cruz, (commercial
agriculture largely for export) and the Altiplano (smallholders subsistence
agriculture). Other possible project ideas to explore are support for
agricultural services, including credit, and development in the San
Buenaventura area; these are carried as reserve projects.' An energy sector
project to develop LPG exports is included in FY89. The largest potential
project investment during the program period is the Bolivian/Brazil gas

pipeline (programmed as a reserve project for about US$50 million in
FY90). This project, whose total cost could be as high as US$1 billion,

has considerable potential for increasing gas export revenues, making

Brazil the biggest market for Bolivian exports when the Argentine gas
contract expires in 1992. We would propose that this project be considered
for IBRD financing set up as an enclave operation with Brazil providing a
guarantee based on gas receipts. There are good possibilities for further
lending in the energy sector (hydrocarbons) but they are not yet included
in the regular program because of uncertainties on future strategy
(including unresolved issues on the role of the national oil companies) and

limited IDA resources. If concrete proposals are prepared we should
consider adding them to the regular lending program. We have included in
the FY88 program a special operation for emergency reconstruction and

rehabilitation geared towards employing displaced miners and other
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laborers. It would specifically address the problems resulting from the

stabilization programs and the collapse of Bolivia's major export markets.

This operation would support the social action program which the Government

is now preparing as a framework for its response to the social consequences

of adjustment programs (paras. 15, 34). It would involve the Bank in a

catalytic role in mobilizing and coordinating external support for this

effort. In the outer years we plan continuing lending for the sectors

outlined above, with new lending focussed on the social sectors. The

program should be seen as fairly tentative still given the intensive
efforts planned over the year ahead by the Bolivian Government to redefine

sector strategies, and prepare coherent investment programs.

38. In the design and implementation of the lending program, special

attention is needed on implementation arrangements, as this is proving to
be the number one constraint to achieving Bolivia's policy objectives.

Specifically, program and project design must recognize explicitly the
limited implementation capacity of most-agencies. Project design should be

simple and clearly set out, and intensive supervision efforts will be

essential. Given the acute shortage of budget resources and strict

ceilings on public expenditures agreed upon with the Fund, we need to

consider a high financing share: we propose a 75% share for IDA financing
and 90% of total costs in most instances; an exception being institution
building projects where we would propose a higher share.

39. If a low-case scenario must prevail, we will plan for one or at

most two projects a year. Likely candidates would be export generating and

rehabilitation projects in the agriculture and hydrocarbon sectors and very

limited involvement in small enclave projects less directly affected by
general economic policy problems and preferably with strong cost-recovery
components (e.g. Santa Cruz agricultural development; Bolivia-Brazil gas

pipeline; La Paz Municipal Development). If an intermediate scenario were
to prevail (say US$55-60 million IDA a year) we would plan on reducing the
current allocations for individual operations and seek to increase
cofinancing in the first instance, but clearly our involvement in several

sections would need to be curtailed or delayed. Specific proposed
reductions for FY88 and FY89 would be in power/energy sectors and in the

emergency program.

Bolivia Consultative Group and Aid Coordination

40. We anticipate an active role for the Bolivia Consultative Group,

given the importance of resource mobilization needs for Bolivia. It is

likely to occupy a central position in our operational strategy and demand

substantial resources to prepare and conduct meetings. The first
Consultative Group meeting since 1977 will take place on December 3-4, and
will focus on the Government's medium-term strategy, and overall resource
needs. The case will be presented for active measures to accelerate
existing investment programs, financing for imports, and participation in
the ongoing process of redefining sector strategies and investment programs
with priority to mining, energy, transport, agriculture, and the social
emergency program. It is likely that specific working group meetings on

these sectors will be recommended as a result of the meeting and, possibly,
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informal coordination meetings to review the Government's cocaine

eradication proposals and the urgent appeal for support for the Emergency
Social Program. A second formal meeting of the Consultative Group is
planned for October-November 1987, at which. time a full public investment
program for 1988-90 and a review of priorities and issues by the Bank
should be completed. We plan to hold a formal Consultative Group meeting
each year.

41. Relations with the Fund. Close collaboration between the Bank
and IMF staff has been established and efforts will be made to maintain
this relationship without sacrificing each institution's independent

judgement and interests. Close collaboration will continue in the months
ahead in connection with the Bank's Second Reconstruction Credit, the
Public Sector Financial Management Project, and Financial Sector Credit,
which entail overlapping concerns with the IMF, and annual updates of the

policy framework for the structural adjustment facility.

42. Relations with IDB. Special efforts will be needed to maintain

close coordination with the IDB, which is at present the largest donor for

Bolivia. In general relations between the Bank and IDB are cordial and

information is exchanged regularly. However, better coordination on our

policy stance in some areas should be our objective. Notably the IDB is
proceeding with a large agricultural credit program in the absence of an

agreed financial sector restructuring program which needs careful

monitoring. IDB staff will participate in our financial sector mission as

a first step in working towards a common approach to such lending.
Likewise, differences in approach are evident in the energy sector.

43. Relations with Commercial Banks and the Paris Club. Bank staff

attended tle June 1986 Paris Club meeting and we plan to continue to
monitor closely Bolivia's future negotiations in that forum. It appears

likely that, given close linkage between aid and debt issue for Bolivia,

issues for both bilateral and multilateral debt will arise in the context
of the Consultative Group. The Government's most recent plan is to issue
an invitation to all commercial banks to buy Bolivia's commercial bank debt

at a very deep discount on the face value. The buy back period will be 90
days and the Government will undertake to renegotiate the remaining debt

thereafter, on terms including interest rates below LIBOR and long pay back
periods. We plan to keep closely in touch with Government-commercial bank

negotiations in the future. At the request of the Coordinating Committee,
the Bank has attended most commercial bank meetings with the Government and

on some occasions has provided assistance in the form of an independent

analysis of Bolivia's situation. We intend to continue assisting the

Government in elaborating concrete proposals and expect this to become an

important exercise for Bolivia.

IFC Program/MIGA

43. IFC should play a central role in the Bank Group's operational

program for Bolivia given the vital role of private investment. IFC has

not been active in recent years, but has recently started to reactivate its

operations in Bolivia with the approval of a US$800,000 loan and US$400,000

equity convertible loan for a silver recovery project in the Cerro Rico de

Potosi mines. IFC plans to continue its promotion efforts and has so far



- 20 -

identified a number of potential mining projects. Other priority areas
include: hydrocarbons, in particular oil and gas exploration and

associated activities such as transport and downstream processing
facilities (an oil and gas production project with Tesoro Petroleum has

been preappraised); L ndustry, with emphasis on export-oriented projects;
and development banks. It will also explore possible use of innovative
investment approaches that would particularly benefit medium size
investors, e.g. a package investment in three to five medium-size projects
with BISA. If economic conditions continue to improve IFC currently plans

to commit about US$15.0 million in Bolivia in the next four years. Between

1973 and 1981 IFC invested about US$3.3 million in mining and industrial

projects. We plan to explore whether a larger role might be feasible.

45. MIGA. The Multilateral Investment Guarantee Agency's (MIGA)
insurance coverage could play a useful role in enhancing the Government's

efforts to attract foreign investment in Bolivia. The MIGA convention,
which was signed by Bolivia on May 5, 1986, still awaits ratification of

about 15 countries, with ratification expected around October 1987. Once

ratified, MIGA could offer guarantees to interested foreign investors,

provide technical assistance to promote investment opportunities in
Bolivia. We will liaise closely with the staff responsible for the MIGA

start-up operation to determine the opportune time for Bolivia to benefit

from its facilities and services.

Other Issues

46. Our operational program will aim to achieve five additional

objectives:

(a) Enhanced Trade with Brazil. A major area of hope for Bolivia
could be strengthening of trade relations with Brazil which

offers by far the best market for many potential products. We

should explore ways in which we could support the negotiation of

an agreement or set of agreements to facilitate this
development. An immediate objective is to get the rail line to

Corumba working well.

(b) Cocaine. Issues for cocaine will figure prominently in debate on

Bolivia's future and the industry has vital, if murky, economic

importance. Our strategy is in the first instance to learn what

we can of the economic aspects and social impact of the cocaine

industry and specifically prepare ourselves to respond to
proposals for investment in eradication and particularly crop

substitution. In addition, a program on the scale being
discussed (US$300 million), will have important macro and

development implications. We will work with the Government to

ensure that these aspects are taken into account.

(c) Private Investment. Following our preliminary review of private

sector issues, leaders in the Bolivian private sector have

launched an initiative to prepare policy proposals and investment

schemes for the short and medium term. The outline will be

presented at the CG meeting. We plan to follow and, as

appropriate, support this effort. More broadly, we will aim to

support the recovery and development of private sector activities
throughout our operational program.
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(d) Ecological Review. Because we see serious ecological issues for
Bolivia (notably forest destruction and uncontrolled settlement
in the lowlands, soil erosion, endangered species, endemic
diseases) we intend to explore ways in which a review to prepare
an environmental strategy could be undertaken to set the stage
for action programs in the future. A first stage might be
accomplished through agricultural sector work.

(e) Women in Development. We will aim to define a practical strategy
for addressing issues for women in development through our
lending and economic and sector work programs.

F. Conclusions

47. The challenge to the Bank presented by Bolivia's program is
enormous and calls for a sharp increase in both lending and staff
resources. We believe that the increases proposed in this brief are
justified because of the bold and visionary economic program which
Bolivia's economic team is implementing and the extraordinarily difficult
development challenges which the country faces. Donor interest in Bolivia

is great and thus intensive Bank involvement could have an important
catalytic effect for resource mobilization. We must recognize clearly,
nonetheless, that the proposed program is difficult, demanding, and risky.
The political situation remains volatile, decision-making and
administration are exceptionally weak, and information and data are
fragmented and frequently incomplete and contradictory. Implementation of
any proposal is exceptionally difficult and extensive assistance is often
required. Nonetheless, we recommend an effort at the level proposed, to be
sustained as long as the economic program remains fully on track.

48. Any major departure from the economic program must, given the
special efforts entailed, call for an immediate and careful review of the
Bank's role and program. If the basic validity is threatened, then the
program can and should be cut back. If this rather dramatic strategy is

.agreed upon, it should be clearly conveyed to the Government to ensure that
the parameters and conditions of our support are clearly understood.



Table 1: GROWTH OF GDP AND THE MAJOR DEMAND AGGREGATES

1985
Levels in
US Dollar Projected Real Rates of Growth
Terms /a 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

($)~~ --------------------------(in %)--------------------------

GDP 3,781.6 -2.9 3.2 3.4 4.2 4.0 4.0 0.0 4.0 4.0 4.0

Total Consumption 3,488.7 -5.5 1.8 3.3 3.3 3.7 3.6 3.3 3.3 3.1 3.0
Private Consumption 2,899.0 -0.4 0.2 3.8 3.8 3.7 3.5 3.5 3.2 3.0 2.8
Public Consumption 589.7 -30.4 12.9 0.0 0.0 4.0 4.0 2.0 4.0 4.0 4.0

Total Investment 244.6 31.3 33.8 8.5 10.1 9.9 7.0 4.4 5.6 5.0 5.0
Private Fixed Investment 151.3 6.0 8.1 10.0 10.0 10.0 7.0 5.0 5.0 5.0 5.0
Public Fixed Investment 124.2 52.2 34.3 7.5 10.0 10.0 7.0 5.0 5.0 5.0 5.0
Inventory Accumulation -30.9 - - - - - - - - - -

Exports of Goods and Non-

Factor Services 712.7 -1.4 1.6 2.5 6.4 3.4 4.8 -16.4 6.7 8.0 8.4

Less: Imports of Goods and

Non-Factor Services 664.4 -2.3 9.3 5.0 6.0 6.0 4.9 1.9 4.2 4.2 4.2

Memo: Public Fixed Invest-
ment in Current

Dollar Terms /b
(in millions) 124.2 197.3 274.5 306.5 350.0 400.2 444.8 485.3 529.5 577.5 630.1

/a Converted to US dollars at real exchange rate of 1986. Units are millions.
7 Obtained by applying a world dollar inflation index to the Public Fixed Investment level

expressed in real terms.
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Table 2: SAVINGS/INVESTMENT BALANCE

Shares of GDP Change in
(in %) Percentage Shares

1985 1990 1995 1995-90 1990-95

A. Total Investment 6.5 13.3 14.8 6.8 1.5

1. Private Fixed Investment 4.0 5.4 6.0 1.4 0.6
2. Public Fixed Investment 3.3 7.8 8.6 4.5 0.8
3. Inventory Accumulation -0.8 0.1 0.1 0.9 0.0

B. Total Savings 6.5 13.3 14.8 6.8 1.5

1. Gross Domestic Savings 7.7 12.5 12.1 4.8 -0.4

A. Private 15.4 8.0 7.7 -7.4 -0.3
B. Public -7.7 4.5 4.4 12.2 -0.1

2. Foreign Savings (Trade Deficit) -1.3 0.7 2.6 2.1 1.9

note: Totals may not add due to rounding.
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Table 3: BALANCE OF PAYMENTS

Growth Rates
in Nominal

Flows in U.S. Dollar Millions Tems

195 19B6 1967 198 1989 1990 1991 1992 1993 1994 1995 1965- 1990-
90 95

1. Resource Balance 48.5 -77.8 -190.7 -214.0 -225.9 -255.0 -270.7 -382.5 -381.0 -364.3 -334.8

A. Exports of Goods & NES 712.9 611.2 591.9 639.4 714.2 780.1 857.5 812.2 912.3 1035.4 1180.3 1.8% 8.6-
B. LImports of Goods & NFS 664.4 689.0 782.6 853.5 940.1 1035.1 1128.2 1194.8 1293.2 1399.8 1515.2 9.3% 7.9%

2. Factor Service Receipts 24.5 26.8 34.3 34.0 32.0 34.0 35.0 36.0 38.0 40.0 42.0

3. Factor Service Pymrnnts 434.9 356.6 368.2 392.5 420.5 451.7 469.2 507.1 557.2 612.2 668.6

A. Total Interest 336.6 271.6 286.2 307.5 332.4 360.6 375.2 410.8 457.2 506.2 560.7

Paid 142.1 135.6 199.0 211.2 226.5 244.1 266.3 291.9 329.0 369.1 409.7

Capitalized 194.5 136.0 87.2 96.3 105.9 116.5 108.9 118.9 128.2 139.1 151.0

B. Other Factor Service
Paynents 96.3 85.0 82.0 85.0 85.0 91.0 94.0 97.0 100.0 104.0 1C.0

4. Private Transfers - Net 14.5 18.0 20.0 22.0 24.0 26.0 28.0 30.0 32.0 34.0 36.0

Current Account Balance -347.4 -389.6 -504.6 -550.5 -590.4 -646.6 -677.0 -23.6 -868.1 -902.5 -925.5

Memo: Ratio of Current Account
Balance to GIF (%) -9.2 -10.2 -12.3 -12.5 -12.4 -12.6 -12.2 -14.3 -13.9 -13.4 -12.7
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Table 4: NET FINANCING REQUIREMENTS

In millions of US Dollars
1986 1987 1988 1989 1990 1986-90 1991-95

Current Account Balance -389.6 -504.6 -550.5 -590.4 -646.6 -2681.7 -4196.7

1. Net Official Transfers 77.0 95.0 101.0 106.0 111.0 490.0 646.0

2. Net Direct Foreign Investment 10.0 20.0 35.0 45.0 50.0 160.0 325.0

3. Net Disbursements on MLT Debt 295.3 352.1 374.3 388.2 336.5 1746.4 1263.2

a. IBRD and IDA: Net 2.9 55.8 30.5 19.1 14.6 122.9 316.0
(i) Gross Disbursements 20.2 73.4 48.7 37.7 33.7 213.7 406.3

(ii) Amortization -17.3 -17.6 -18.2 -18.6 -19.1 -90.8 -90.3

b. IDB: Net 60.3 87.4 105.1 105.5 114.1 472.4 391.9
(i) Gross Disbursements 73.0 109.8 130.0 133.8 424.4 589.0 656.7

(ii) Amortization -12.7 -22.4 -24.9 -28.3 -28.3 116.6 -264.8

c. IMF Trust Fund and SAF: Net 13.7 6.2 6.2 -4.6 -2.3 19.2 -31.4
(i) Gross Disbursments 21.7 14.2 14.2 0 0 50.1 0

(ii) Amortization -8.0 -8.0 -8.0 -4.6 -2.3 -30.9 -31.4

d. Other Multilateral: Net 5.8 21.7 13.0 21.2 9.3 71.0 -13.8
(i) Gross Disbursements 31.0 42.9 26.9 35.6 29.5 165.9 144.5

(ii) Amortization -25.2 -21.2 -13.9 -14.4 -20.2 -94.9 -163.3

(Sub-total: All Multilateral): Net 82.7 171.1 154.8 141.2 135.7 685.5 657.7

e. Bilateral (incl. Suppliers Cr.): Net 138.6 132.4 123.2 141.1 84.4 619.7 -40.1
.(i) Gross Disbursements 138.6 132.4 123.2 141.1 149.7 685.0 850.4

a) Project Disbursements 76.5 93.9 123.2 141.1 149.7 584.4 850.4
b) Capitalized Interest 62.1 38.5 0 0 0 100.6 0

(ii) Amortization (after rescheduling) 0 0 0 0 -65.3 -65.3 -890.5

g. Financial Institutions: Net 73.9 48.7 96.3 105.9 116.5 441.3 645.4
(i) Gross Disbursements 73.9 48.7 96.3 105.9 116.5 441.3 645.4

(ii) Amortization 0 0 0 0 0 0 0

4. Net Short-term Debt 0.0 13.8 11.8 15.0 15.0 55.6 75.0

5. IMF Upper Tranches 86.2 18.6 39.4 14.9 -64.5 94.6 -149.6
(i) Purchases 116.0 41.6 41.6 20.8 0 220.0 0

(ii) Repurchases -29.8 -23.0 -2.2 -5.9 -64.5 -125.4 -149.6

6. Change in Reserves (- = increase) -174.5 5.0 -11.0 -9.0 -20.0 -209.5 -100.0

7. Errors and Omissions 95.6 0 0 0 0 95.6 0.0

Remaining Unfinanced Gap 0 0 0 30.3 218.6 248.9 2137.2



Attachment I

aLIVIA

Proposed anding Progra 1987-91 (igh Scm=rio)

Atual Current

sector Project Status FY86 FY87 FY88 FY89 FY90 FY91

I. Non- t

A. Policy-based (i) Reconstruction - 55.0
Credit I L 55.0

(ii) RIC II L 56.0

(iii) Financial Sector Credit L 30.0

B. Institutional (i) Public Sector
Deelopmt Financial Menagement I m 8.0

(ii) Public Investment ProgramMirg M 5.0

(iii) Public Sector Fianc.ial
Manamit II5.0

II. Agricultr

(i) Agriculture I (lowlands) S 1530*

(ii) Agriculture II (Altiplano) S

III. Energy and Pajer

(i) uelta Grande Gas Recycling - 15.0

(ii) Pmwsr Reabilitation L 6.0

(iii) Power Distribution S 25.0*

(iv) Gas Utiliztion & Export L 25.0

IV. Mining

(i) Mning Sector Rehlbilitation S 20.0*

V. Infrastructure

(i) argeey Reconstruction
-Specil Operstim L 25.0

(Ui) Transport Sector Rehabilitation L 40.0

VI. Industry and IE

(i) Industrial Credit (MC) L 25.0

VII. Urban Dsvelopment

(i) La Paz M4nicipal Development L 10.0

VIII. Social Services

(i) Education Sector L 25.0

(ii) Water Supply & Sewmrw S 20.0*

(iii) Health S 15.0k

TYM 
70.0 70.0 70.0 70.0 60.0 95.0

No. of Projects 2 3 4

Reserve

(i) Agricultural Credit 20.0

(ii) Energy Sector 
30.0

(iii) SAC I 
40.0

(iv) San Buenaventura Regional
Developuent 30.0

(v) Secondary Cities Development
(Urban Development III) 

15.0

(vi) Bolivia-Brazil Gas Pipeline 5-Ol .
(vii) ailway ReLhabilitation 

15.0

(viii) Oil and Gas Developmnt 
30.0

* Standby.
1/ IB&D-enclave operation. Navamber 18, 1986



Attachment II

BOLIVIA

CrW=ry Skmmary

Emcumtc and Sector Work by Task, FY86-88

Tak lmadCoeaeAudinc FY86 FY87 FY88

A. Economic Reports

Ecnmmic Update Review ecanmic policies Govt./Bank/
for cG (cowleted) OG 5.0 14

Public Sector Review PIP for 1986-87 aovt./Bank/OG 6.0 20

Review

Public Sector Full review of Public Govt./Ba*/O 45

&psqditre Review Expenditure Program

Public Sector Exp. Updating of the Pblic G(vt./Berk/OG 25
Review Update Expenditure Review

Country Econ. M Analyze eonic developments Govt./Bark 2 30

Export Prospects Review of export perfomsne Govt./Buk 10

Study prospects and issues

Private Sector Rev. Review investment climate GDt./BMk 10

Policy Framblotk Joint Bark/1W Government Govt./Bank/
Paper Madium-Term Frimmk Paper IW/CG, 5 5

Santa Cr= Regional Review of potantial and bottle- Bank/Govt 40

Study neck to developmet of RagLon

ployiment Study Review eloyMwnt implicationn Got./Berk 30
of the eonmic refora program

W in Develop- Review Ie sa and propose Bank/Govt. 10

mit Strategy strategic framrork

B. Sector Reports

Agricultural Sector tefinitimn of zedium-tems Govt./BaBk 22.0 30 20

Review strategy and franmwork for
investment prgra for agric.
sector

Financial Sector Fbllw-up of Finecial Mt. Govt./Bwk .1 42

Tech. Asst. Project

FducatIon Sector Rev. Review of strategy isue Govt./Bank 10
ai public espenditure program
for sector to proposed bank
strategy

Transport Sector Meao Update Transport Sector Govt./Bank 8
Strategy Maw

Social Sector Rev. Review of strategy and public Govt./Bark 40
expenditure issues to assist in
defining social action programs.

C. Other Econrxic Work (B) Bank 10.0 20

D. Other Sector Work (%M) Bank 14.0 3

November 18, 1986


