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Economic Indicators

Growth of Gross Domestic Overall Deficit of the Central
Product Government Relative to GDP
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Stat1istiCaq Profk

Area (Kin
2) 

1,098,581

Total population 1984 (thousands of inhabitants) 6,253

T Percentage of urban population 47.1; rural 52.9)
Annual rate of growth of total population 2.7

Average 1970-84 (percentage). - - - - -........

Birth rate per 1,000 inhabitants (1984) . .. ........ - 15.4
Mortality per 1.000 inhabitants (1984) ......... .................. 124

infant mortality per 1,000 live births (1982) ............... .... 2.

Years of life expectancy at birth (1984) ...... . ... 54.0 Recent Economic Trends

Percentage of literacy (1980) -- - 67.7 The serious situation of the Bolivian economy in recent years, which was

Labor force by sector (1980) (Percentages) aggravated by economic policies that were often incomplete or lacked con-

, Ag rcu ecr 2.8 tinuity, further worsened in 1984 when the shortage of foretgn exchange
Mnscting - 10.5 Fecie more pronounced and access to external financing was reduced. The
Constructing -... --. .-... .-. ..4.7 dd t
Others.......- 25.9 deep distortions in the productive system this situation caused, accentuated the

1982 1983 1984" internal and c led to labor unrest. Repeated changes of

the economic authorities hampered the implementation of the economic ad-

~, -8.7 -7.6 -3.0
Total GOdP (market prices)s......).. ............ Justmnt programs launched in 1984. The efforts of the Government to

Miin* sector 15.3 r .. 6.6 maintain the purchasing power of wages and salaries and simultaneously

Mnufacturing sector - ensure the supply of essential consumer goods at controlled prices failed to

Constructionsetor -..... -...... 40 0.0 -20.2 achieve their obiectives. This failure discouraipd p etion and fueled infla-

Central government (Percentages of GDP) 
-M_____I

Current venens rn7.1 4.9 3.5 tionary ex t s. Consequently. the gross domestic product G I Ifor

Current espenditures - - 12.0 16.5 15.9 the fourth consecutive year, and in 1984 was down 3 per cent from 1983.
Current s n sur . - - 1 -.. .2. 4..

Current savings - 49 -1 0.8 0.8 In 1984. the downward trend il the Out ut of all thrj jp a tomic

Deficit or s rls . . . . . . . . . . . .. -6.4 -12.4 -13.2
Domestic financing 5.8 12.4 13.2 sec ued. As a result of normal weather

Momes andpricn -Grh -) conditions and the execution of recovery projects, the contribution of the

Consumer prices 123.5 275.6 1,281.3 agricultural sector to GDP was positive and reflected a recovery from the

onesumer pl s - 345.1 171.4 814.5 sharp fall in the levels of production in the previous year. Furthermore, factors

Douestic credit 419.4 217.8 9698 such as the shortage fr - atcrials and of mac rts; limited

Private - 273.6 104a1 484.8 access to credit; distortions arising from the disarray of the exchange system

Exchange rate, average and the shortage of rog exchamge; the inrease i stug'ling; the rise tn the
(units of national currency per dollar) .......... 63.81 229.78 2,174.21 nthfI'rg heicasinmu ln;thrsente

alani of payentsnl (Milliony pof dollarr 63 -cost (_ ertain inputs; and the many labor conflicts-both strikes and lock-

Balance of payments M.iltions 5dolla 74 outs--in 1984 affected the mining. industrial, and construction sectors in

Merchandise exports (FO6) - - 403.9 481.8 4223 varine degrees and were a factor in the low levels of production achieved by
Merchandise imports (FOt).- 375.9 275.1 285.0

Net services . b.. - .- - 505.9 -564.2 -574.0 those sectors during the year.
Current account balarce -87.2 -182.5 -2030 The marked financial disequilibrium of the public sector, with its adverse

Otficial capital . ... ._. .. .. .221.0 na. n.a.
Private capital - -79.5 na. na. effects on the balance of payments and inflation, became one of the major

e n et reserves nese -29.7 19.1 -1110 factors in the deterioration of the economy in 1984. Preliminary data show

External public debt (Miltions of dollars) that, de tlays, the overall deficit of

Total........... ...... .... ........ ..... 3,157.7 3,849.0 na. tadsptsinf 'tcubksnivemnt tasthoerl dfct(f

Disbursed ......... ........ .......... 2,554.8 2,968.9 3,131.0 the publ s eto aevel equivalent to-2L-iper cent of GDP, substan-

Detsrie(interest and amortization) .... ............ 260.2 266.7 254.0
Debt ervice asnterend omort ) tiallv more than the 18.2 per cent level achieved in 1983, and basically

goods and non-fator servicesxp..283 30.5 31.7 reflected the sharp increase in public dissaving. The general fall in tax revenue

reduced the tax burden to only 2.2 per cent of GDP in 1984, far below its peak

The data in this section hav been obtained from the sources listed on page 207. Any clarification or

interpretaton of the data should be reterred directly to the pertinent source. of' I. 8 per cent in 1976. This decreaseswa , thep dcrelue to the decline in the

nPa. Not available. 
operating surpluses of the ublic enterprises, the decrease in collections from
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The a;rreemnent for the retinmiciie ot the etermnil dchl koncluded in
the depressed external trade. and an erosion of the tax base caused by changesth dprs _ _---earlier yeal'- wkere mnsu[1ticienv to ease tile hurden1 ot tile debt "cervice ()n tile
in the taxation systeri. .scanty earnings generated by exports. Consequently, in Jurlv 1984 the Govern-

Teiccse in the financial requirements of the public sector at a tirr-The increas o tme financinlesoureewas reduce l t at antio- ment temporarily suspended payment of the debt contracted with international
when access to external financing Sources was reduced led tosapepnsiot prvatc~hsin fs. Nevertheless, netotiations for achingi a rfinancingi agree-
ofbank credit in 1984. The maintenance of high legal reserve requirements for
drf containing the, expanion of the net ment with private creditors were opened, and the servicing of the debt from

deaddpsits proved incapable of cotam -A-xm o l h
erwe to the official sources was continueTl~As a result of the above-mentioned suspension

assets of the b i ste Althugh 8 een t of bank loans of of payments, the balance of the medium- and long-term debt due and unpaid
I ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~a offrtefrttm h atsee er h eaiesaeo hpubic sec -ee ete a as of 31 December 1984 amounted to $719.3 million. If the total debt service

private sector in total credit.8 percent due, including the portion in arrears, had been paid. the service would have
to the previous period.The mintenaero itrsrbeen equal to 134.4 per cent of export earnings from goods and non-factor

The maintenance of interest rates at levels much below those of thesevc.
growth rate of domestic prices helped disrupt the financial market. Thus

quamoney. consisting ssentially of time deposits, fell froia level equiv-

alent to 6.8 per cent of GDP in 19I3 to7TF6per cent~in~T84. The cash Economic Policies

obtained was converted into dollars or into durable Poods.ta ermre e intihd d d a eThe difficult situation of the Bolivian economy in 1984 led the Government to
Furtermrethe monetization of the public deficit described above

became an important source of iflationary pressure. Indeed, although the adopt an -in April and to introduce additional
rapid rise in the quotation of the dollar on the parallel market primarily corrective measures in November.

e On those two occasions, the prices of certain components of the family
reflected the marked shortage of foreign exchlage. that increase became __________

.onetizationof basic cdsand of petroleum derivatives were sharply increased. In
extremely sensitive to the monetization of the deficit. Likewise, thegrowth basket ooods n f___wrc

.r.te addition, the prices of transportation, telecommunications, and mail services
rate op i'.sA2 are more closely correlated with changes in theratefloagg~paetheamemor_ coje~~y~orrlatd wih c int ewere raised. The emereencv proeram also included a reduction in the sub-

parallel twrket. In addi ion. inflation was fueled by the elimination of a large -number of-subsidies an- b the limi a bl sidies on bread and flour and decontrol of the prices of agricultural and
numbe of ubsiies nd b theLted ava Iabi ity imported foodstuffs and(

inputs. The consumer price index showed an average annual increase of ........k.pr.....

1__ cent._In . accelerated by hyperinflation. prices rose by Tlo maintain the purchasing power of wages and salaries and to compen-
1,281.3 per cent. In addition,.ceeae yhprnltopie oeb sate workers for the price hikes included in the emergency program. the

2cent between December 1983 and December 1984.
In 1984 the demand for Bolivia's exports continued to be depressed. The authorities agreed to ies by 100 per cent in March and

---- . .----then by an additional I5 per cent on June 15. In November, an increase in the
average prices of some if its principal mineral exports (tin, tungsten. lead and 1- - --

silver) held to levels between 40 and 73 per cent of those of 1980. Further- minimum wage, equivalent to 13.55 times that wage in November 1983

more, the average price levels of noii- aditional exports were below those of (30,100 pesos), was granted retroative( the_ftmts the month. An additional
increase of 33 per cent in the new minimum wage was also agreed upon as

1980. In addition, the profitability of exports was reduced even more by the i er n e mwe u
- compensation for the rise im the prices of basic necessities.

maintenance of a fixed exchange rate during periods of accelerated domestic
-li. gh efo poc al -- Among the exchange measures included in the emergency program were

inflation. Together, these factors produced a fall in export value. cniudcnrlb h tt ffrunecateadsredrt h-- continued control by the State of forci 'n exchange and surrender to the
The gradual drying up of the habitual sources of external financing, the

general slowdown in economic activity, and the delays in payments for gas trade exn oans. A prael mt foreign exchange
exported ~ ~ .oAgnialreyepantelmtddnms fiprs h trade and external loans. A parallel market for trading the foreign exchange

exported to Argentina largely explain the limited dynamism of imports. The-
authorities assigned the s anty foreign exchange available to the generated by tourism was a so egalized: the proceeds were to be used for

raw materials. intermediate inputs, and capital goods in order to prevent an travel, education and health expenses. Although a flexible exchange rate
system was legallyjimstituted, it was not put ito practice. Af ter a sbort period

even greater fall in domiestic production. Tat

T u ih a -To the balance of payments. which was during which two official exchange rates were in operation, the GovernmentThe_ su us m the trade acun restbise the baingle exchpaymenas, whin woebranaie it900 eo
slightly higher than that in the previous year, was insufficient to offset the reestablished the single exchange rate in November and fixed it at 9,000 pesos

greater outlays requirec for the payment of interest on the external debt. The to the dollar.
_ -- - .The institutional strengthening measures adopted in April included: the

result was an mcrease in the current account deficit. Despite the deficit in the

capital account, the balance of payments showed an increase in net interna- eMneayBoard as the higher collegial agency responsible

tional reserves because of the positive balance in the special financing ac- for determining and regulating monetary, exchange, credit and fiscal policies

count, which icludes deferred debts and debts in arrears. and the establishment of the State Agency Inspection and Control Unit,



206 BOLIVIA RECENT ECONOMIC TRENDS, POLICIES AND OUTLOOK 207

responsible for the eversight, supervision. inspection, and permanent control sibilities ofobtaining the additional foreign financing the country needs if it is

of the Central Bank of Bolivia. financial institutions, insurance companies, to reactivate its econom.

and financial intermediaries. In addition, public sector agencies were forbid- The trade surplus in the balance of payments in 1984 was achieved in part

den to contract external debts without the prior and express authorization of through a decreasim p orts. The country can hardly continue to hold its

the MontryBom I purchases abroad at the levels of this year wit eration of

Furthermore. in November the National External Trade and Financing the economy. Social pressures will make it necessary to maintain a minimum

Council was established. It comprised eight Ministers of State and the Presi- of activity in the mining and industrial sectors that use im orted inputs and

dent ofthe Central Bank. The Council will propose strategies for dealing with equipment.

the external debt and external trade and will direct the technical studies for

organizing the National Foreign Trade and External Financing System.
Sources of Data in the Statistical Profile:

Area:
Organization of American States. Aminrica en Cifras 1972-Situacidn Demogrdfica: Estado

OutlookY Movimiento de la Poblacioin.

The economic prospects of Bolivia in the immediate future will depend on the Population:
Information furnished to the 1DB by Instituto Nacional de Estadistica, May 1985.

decisions adopted by the authorities for reducing the overall deficit of the Birth Rate:
public sector to a level compatible with a moderate expanatn o ank credit Information furnished to the IDB by Instituto Nacional de Estadistica, May 1985.

and thesimultaneous execution of measures designed to improve the external General and Infant Mortality Rates:
financial situation of the ntry. They will also continue to be coupled with Information furnished to the IDB by Instituto Nacional de Estadistica, May 1985.

efforts y the Government to provide a stable olitical environment that will Years of Life Expectancy at Birth:

restor ofs contain Information furnished to the IDB by Instituto Nacional de tstadfstica. Nay 1985.

capital flight. Literac R te

Although the indexing of tax balances in arrears in effect since March intormwmon tirmsic I th: lI ii, I ''w I \l los

1985 and the tax measures adopted in February of that year will help increase ILhor Iorce
P'Rl-Al.(. Iniern.awonad I A-r (W]"a if, - w o 0 19 o so

revenue, a reduction in the deficit will demand effective control of current Ral r

expenditures. This control entails the adoption of a wage policy that will Real82 8 it. T1mshd 1, thc 111 h Ow mno 'emril de 110licia. February
enlfe~inflation to be controlled. This policy must be combined with immedi- 1S

ate steps to promptly improve the management and finances of the state 1981 55 " Kd on Int11on hurmshed by the Banco Central de Bolivia, April

enter rises, in parti:ular of those producing goods and services for the
Central Goxernment:

omestic and the external markets. 1982-83: Information furnished to the IDB by the Banco Central de Bolivia. February
The distortions n the structure of domestic prices must also bertjuced. 1985.

inistered 1984: It)B estimate based on information furnished by the Banco Central de Bolivia, April
Such a reduction means that the exchnertieesrasnddmitrd 1985.

prices will have to be adjusted to reflect actual conditions in the markets
concrne. Teseadj~lnntscoud b acheve thoug th aplictio ofMoney and Prices;

concerned. These adjustments could be achieved through the application of Information furnished to the IDB by Instituto Nacional de Estadistica, February 1985.
the lexible exchange and interest rates the authorities have provided for on Exchange Rate:
repeated occasions but have not succeeded in implementing. The Zrdual International Monetary FundEstadisticas Financieras Infernacionales, March 1985.

elimination of price controls would also help achieve those purposes. Balance of Payments:

Given the acute shortage of foreign exchange the country will continue to 1982-83: International Monetary Fund, Balance of Payments Statistics, (magnetic tapes).
1984: Information furnished to the IDB by the Banco Central de Bolivia, February 1985.

face in 1985. the external debt service is another determinant ofteshort-termE
ecntncposet .) oii.I hs icmtnetelgtnn f the External Public Debt:

e mic prospects of Bolivia. In these circumstances, the lightening of e Information furnished by the Government of Bolivia and processed by the IBRD and the
debt service burden will largely depend on the conclusion of a new resehedul- 1DB.

ing agreement with thi private banks and possibly new bilateral agreements

w~h~ich creditors aJargentina and Brazil The rescheduling of the debt with

the private banks is robably dependentupon the execution of an adjustment

program in which the International Monetar Funj.1MF)_participates. Pre-

sumay such a progrm illa be a condition for improving the pos-



Table
Major Features of Structural Adjustment Programs

Bolivia Chile Ivory Coast Philippines Yugoslavia

I II I II

I. TRADE POLICY

Tariff reform and import
liberalization X X X X

Export incentives and improved
institutional support X X X X X X

II. RESOURCE MOBILIZATION

Budget Policy X

Domestic Savings Policy X X

Strengthening of institutional
capacity to manage external
borrowing X X X

Public enterprise
financial performance X X X

III. EFFICIENT USE OF RESOURCES

Public investment program
revision and review of
structural priorities X X X X X

Pricing Policy:

- Agriculture X X X X X
- Energy X X X
Incentive System:

- Industry X X X X
Energy conservation measures X X
Energy - Development of

indigenous sources X

IV. INSTITUTIONAL REFORMS

Strengthening of institutional
capacity to formulate and
implement public investment
program X X X

Instutional efficiency of
public sector enterprises X X X X

Improved institutional support in
agriculture (marketing, etc.) X X X

Institutional improvements in
industry and sub-sector programs X X X

Sources: World Bank, 'Progress Report on Structural Adjustment Lending', 5-23-84, &, various SAL Reports.


