BOLIVIA

After reducing fuel subsidies in late 2025, the new govern-
ment faces the task of addressing inherited high fiscal
deficits, high inflation, and falling living standards. With real
GDP estimated to have contracted by 2.1 percent in 2025,
Bolivia needs a credible plan to tackle widening imbalances
and rebuild fiscal and external buffers to stabilize the econo-
my and reignite growth and poverty reduction.

Key conditions and challenges

Bolivia's macroeconomic imbalances have accumulated since
the end of the commodity boom in 2014. Government
spending remained elevated as hydrocarbon revenues fell,
resulting in large deficits, dwindling reserves, and loss of
market access. State-owned enterprise expansion crowded
out private investment while generating contingent liabilities.
A weak business environment, marked by price distortions,
export restrictions, and heavy state intervention, has con-
strained private sector activity, undermined export diversifi-
cation, and discouraged investment in key sectors like gas.
Depleted buffers leave the country vulnerable to external
and climate-related shocks.

These macro trends have weighed on social outcomes. Lower
growth, high inflation, and constrained finances have eroded
living standards and the state's capacity to protect the poor.
Low job quality remains a structural constraint on poverty re-
duction, compounded by a demographic transition requiring
more and better jobs. Bolivia lags the region in maternal and
infant mortality. About 61.8 percent of the rural population had
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unmet basic needs in 2024, four times the urban rate. Social
assistance programs offer limited coverage, hampering rapid
responses to shocks.

Recent developments

The economy contracted 1.1 percent in 2024, driven by
declining exports and investment, and weak private and
government consumption amid fuel and goods shortages.
The recession deepened to an estimated 2.1 percent in
2025, dragged by investment contraction. Price controls
and export restrictions failed to curb inflation, which rose
to 20 percent in December 2025, amid acute foreign ex-
change shortages and an exchange rate premium reaching
171 percent.

Labor force participation and employment remained sta-
ble in 2025, masking rising underemployment and de-
clining real incomes. Despite double-digit inflation, nom-
inal wages rose by only 3-4 percent. Social transfers
also lost purchasing power, weakening consumption fur-
ther. Official remittances declined 0.5 percent in U.S.
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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dollar terms in 2025, though actual flows likely in-
creased as transactions shifted to the parallel market.
The poverty rate is estimated to have risen to 19.5 per-
cent in 2025 (US$8.30/day, 2021 PPP), up from 17.4 per-
cent in 2024.

The fiscal deficit reached 9.0 percent of GDP in 2024 and
is estimated at 11.1 percent in 2025, driven by declining
gas revenues and persistently high spending, particularly
on fuel subsidies. Without access to international capital
markets or legislative approval for external loans, the gov-
ernment resorted to financing from the central bank and
the state pension fund. Monetary policy is further con-
strained by regulatory caps on bank lending rates, distort-
ing domestic credit. Public debt stood at 90.4 percent of
GDP at end-2025, up from 31.3 percent in 2014. Bullet
payments on outstanding external sovereign debt begin in
2026Q1. A new administration took office in November,
signaling a commitment to fiscal consolidation. In Decem-
ber 2025, it reduced fuel subsidies and announced tempo-
rary social mitigation measures.

The current account deficit narrowed to 2.0 percent of
GDP in 2025, from 2.4 percent in 2024. Goods exports in-
creased 8.3 percent in nominal terms but fell in volume,
reflecting strong mineral and manufacturing prices but
weak hydrocarbon and agricultural export volumes. The
parallel exchange rate weighed on imports in the first half
of 2025, but they closed the year flat. International re-
serves stood at US$3.7 billion (4.8 months of imports) at
end-2025, buoyed by gold valuation gains. Gold holdings
remain slightly above the 22-ton statutory minimum and
constitute the bulk of reserves.

Outlook

Real GDP is projected to contract 3.2 percent in 2026, as fiscal con-
solidation, higher fuel prices, and policy uncertainty weigh on do-
mestic activity. Prolonged disruptions from the Middle East conflict
are expected to drag on growth and delay the urgently needed fis-
cal consolidation. On the external side, higher fuel import prices
are set to widen the current account deficit to 2.7 percent of GDP,
with gains in agricultural and mining exports only partially offset-
ting lower hydrocarbon receipts. Returns from lithium develop-
ment and gas exploration will be limited in the near term given
their long investment horizons. A gradual recovery is expected in
the medium term as inflation eases and reforms, including incen-
tives to support private investment, are implemented.

Poverty is projected to rise in 2026 as economic contraction and
persistent inflation continue to erode purchasing power. The new
temporary social program is expected to partially offset the impact
of the fuel subsidy reform on lower-income households, but its
short duration (between three and twelve months) may limit its
overall effectiveness. Poverty is expected to remain elevated be-
fore gradually easing as growth recovers.

Risks to the outlook are tilted to the downside, including delays
in fiscal and structural reforms, a protracted conflict in the Middle
East weighing on crude oil prices, and social or political resistance
to further fiscal rationalization. A credible medium-term stabiliza-
tion program is essential, prioritizing frontloaded fiscal consolida-
tion, adjustment of key relative prices, and rationalization of public
investment. Improving the business climate, facilitating private in-
vestments, and raising productivity are equally critical for ensuring
fiscal sustainability, job creation, and durable poverty reduction.

Recent history and projections 2023 2024 2025e 2026f 2027f 2028f
Real GDP growth, at constant market prices 2.5 -1.1 -2.1 -3.2 4.0 3.2
Private consumption 2.6 1.7 -0.4 -3.0 3.6 3.1
Government consumption 4.1 0.6 -0.3 -7.7 -2.3 -0.1
Gross fixed capital investment 3.0 -10.9 -11.6 1.2 10.8 7.0
Exports, goods and services -8.2 -14.5 -8.0 0.8 6.0 4.3
Imports, goods and services -4.0 -10.4 -0.7 -0.3 4.0 3.7
Real GDP growth, at constant factor prices 2.6 -0.8 -2.1 -3.2 4.0 3.2
Agriculture 6.7 -3.9 3.7 0.9 3.4 3.0
Industry 1.1 -2.3 -2.8 -2.8 4.4 4.0
Services 2.7 0.6 -2.7 -4.2 3.8 2.8
Employment rate (% of working-age population, 15 years+) 75.1 76.4 77.4 77.4 77.4 77.4
Inflation (consumer price index) 2.6 5.1 19.5 21.2 16.0 9.0
Current account balance (% of GDP) -2.2 -2.4 -2.0 -2.7 -2.3 -2.1
Net foreign direct investment inflow (% of GDP) 0.0 0.5 0.5 0.8 1.0 1.0
Fiscal balance (% of GDP) 9.4 -9.0 -11.1 -9.2 -8.3 -7.5
Revenues (% of GDP) 23.9 24.8 21.8 21.9 21.3 21.0
Debt (% of GDP) 78.3 83.2 90.4 89.9 84.9 83.9
Primary balance (% of GDP) -7.5 -6.4 -8.3 -6.4 -5.7 -4.8
International poverty rate ($3.00 in 2021 PPP)"/2 2.8 2.1 3.3 4.6 4.4 4.5
Lower middle-income poverty rate ($4.20 in 2021 PPP)%> 5.1 4.9 6.4 7.8 7.7 7.3
Upper middle-income poverty rate ($8.30 in 2021 PPP)'2 16.5 17.4 19.5 20.6 20.7 20.0
GHG emissions growth (mtCO2e) 0.4 -0.1 -2.8 -0.7 -7.1 -2.6

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on SEDLAC harmonization, using 2024-EH. Actual data: 2024. Nowcast: 2025. Forecasts are from 2026 to 2028.

2/ Projections using microsimulation methodology.
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