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Preface

Seven years ago a crisis placed the architecture of internationa financial in the eye of a
storm, and gave rise to serious questioning of one ingtitution — the International Monetary
Fund — responsible for maintaining doubtful equilibriums at the global level.

Faced with this wave of criticism, the IMF (central proponent of structural adjustment
policies) and the World Bank (in charge of advising and financing national governments in
the application of these programs) sought to soften their discourse, including in their
agendas the fight to eliminate poverty. At the time, the Jubilee 2000 campaign of Catholic
Church and hundreds of social organizations pressured G-7 governments and international
financial institutions to aleviate the foreign debt of the poorest countries.

Thus, the reinforced Highly Indebted Poor Countries (HIPC I1) initiative was born, and
along with it the IMF s Poverty Reduction and Growth Facility (PRGF). In this way, the
IMF and World Bank inaugurated — following their own logic — a new era in which, without
losing sight of macroeconomic stability, they would struggle against poverty through
aggressive social policies, civil society participation, and the reduction of external debt
among low income countries.

A star pupil of structural adjustment, Bolivia was one of the earliest participants in the
benefits of the new program. Bolivia was the first country in Latin America to receive
foreign debt relief, promote a “national dialog” to arrive a agreements on a poverty
reduction strategy, all under the umbrella of a three-year PRGF agreement. It was thought
that a student of these characteristics could provide forceful and necessary evidence,
sufficient to silence critics of the international financial organizations. Nothing was further
from the truth.

With ample evidence, the present work shows there has been no significant variation in the
original Washington Consensus, despite the renewed concern with poverty alleviation. After
18 years of applying structural adjustment policies — in Bolivia, it al started on 29 August
1985, with Supreme Decree 21060 — the emphases are the same, and thus, so too are the
results. Asproposed, the PRGF isablind aley.

Socially, poverty — measured as unsatisfied basic needs — has not changed significantly; in
absolute terms it has increased. With poverty of income, the situation is worse: high levels
of unemployment and precarious working conditions have pauperized even more the quality
for life for amajority of Bolivians. The economic policies of the last 18 years have increased
the chasm separating rich and poor.

Economically, the growth of the Bolivian economy remains fragile, while national savings
have declined, and policies to open the economy to trade and attract foreign direct
investment have ended up debilitating the national productive base.



In terms of social participation, formal representative democracy has weakened social
organizations, leaving the majority of the Bolivian population without influence over public
policy. We are faced with a state that foments social exclusion, preoccupied more with
administrative engineering than facilitating substantive participation in decision making
Pprocesses.

With the information and analysis presented here, we hope to promote critical thinking
around one path — not always the one chosen by those who suffer the consequences — that
ought not be taken.

We want to the thank Cecilia Ramos, Jennie Richmond, Efrain Huanca and Hans Huber,
who provided invaluable support — ideas, arguments and analysis — in the making of this
document.

Javier Gomez
Executive Director
CEDLA



Introduction

This article proposes to analyse if the Poverty Reduction and Growth Facility
(PRGF) has represented a change in focus and in policy, in comparison with the Structural
Adjustment Programme (SAP) and the Enhanced Structural Adjustment Facility (ESAF)
which preceded it. Neoliberalism, which as been the political and conceptual support for the
structural reforms promoted during the last two decades in Bolivia and in the maority of the
other countries in the region, has understood poverty and actions to reduce it as a separate
field of action from that of the direction of economic policies with respect to income
distribution. Under this logic, macroeconomic and social policies should be based on the
dominance of market forces so as to achieve not only efficiency in resource alocation, but
also to achieve economic growth, seen as the only path to sustainahility.

Although the emphases of social policy have varied, throughout the process the idea
of ‘trickle-down’, which supposes that the social conditions of the population will improve
as a quasi-“natura” result of economic growth, has prevailed. Taking into consideration the
poor results of the ESAF with reference to poverty reduction, the World Bank and, later,
the IMF, have developed in recent years the proposals of Growth and Poverty Reduction
Services and Poverty Reduction Strategies.

The first part of this article demonstrates that these proposals continue to analyse
poverty within the framework of the neoliberal model’s own logic - thus confusing the
structural causes of socia phenomena with their superficial expressions - and, in
consequence, will have results which are little difference from those of the ESAF. The
second part proves that the proposal of the International Monetary Fund and the World
Bank, concerning the participation of civil society in the formulation of policies (including
those in the macroeconomic field), is largely talk with little practical impact.

The PRGF and the EBRP within the framework of the Structural Adjustment
Programme

At the end of the 1990s, international financial institutions began to recognise the
poor social results of their policies, and the need for better links between the economic and
socia programmes they promoted. Poverty reduction became a central objective in both
fields, to the point that the cited institutions integrated it in their new programmes.

In September 1999, the objectives of the Internationd Monetary Fund's
concessionary loans were widened. Apart from the well known economic measures, they
were to include poverty reduction as part of their growth oriented strategy. The ESAF was
replaced by the PGRF, a new version of structural adjustment. In order to be eligible for this
service, the interested country was required to prepare a Poverty Reduction Strategy Paper
(PRSP); in Bolivia, the local version of this global initiative was the Estrategia Boliviana de
Reduccion de la Pobreza (EBRP, Bolivian Poverty Reduction Strategy).



According to the IMF, the support programmes linked to the PRGF had the
following differences with respect to those that formed part of the ESAF?. On the one hand,
they integrated poverty reduction with macroeconomic strategies (and in addition, the IMF
sought to ensure that spending programmes could be financed in a sustainable, non-
inflationary manner); on the other, they now put additiona emphasis on the concept of
“good governance.” Improvements in public administration are considered fundamental for
macroeconomic stability, sustained growth and poverty reduction. The primordial objectives
are greater transparency and improved handling of public resources (including a general
improvement in accountability).

The World Bank conditions its (new) Poverty Reduction Support Credits, or PRSC,
on the existence of a PRSP; those loans are, in turn, linked to the PRGF. Countries which
qualify to take part in the PRGF should have a per capita income lower than US$85 (in
1999). The amount of the loan will depend on the situation of the balance of payments, the
solidity of the adjustment programme and an outstanding use of the IMF s loans. Bolivia
complies with al the requirements to take part in this programme. On the other hand,
Bolivia has negotiated the cancellation of its external debt and was accepted as a beneficiary
in the HIPC (Heavily Indebted Poor Countries) initiative.

1.1 Letter of Intent and PRGF

A basic condition for participating in the PRGF and HIPC programmes is a signed
Letter of Intent and a PRSP; without them, according to the IMF and the World Bank,
Bolivia could not receive funds from the Interamerican Development Bank, the World Bark,
or the Andean Investment Corporation (Corporacion Andina de Fomento). Despite these
conditions, the present Bolivian government established a new Letter of Intent with the IMF,
which should have been signed in February 2003, six months before the new PRSP was
ready.® The signing of the Letter of Intent was suspended due to popular protests which led
to the postponement of a proposal for income tax reform, which had been presented to
Congress by the President of the Republic as part of the Budget for 2003.

In practice, the Letter of Intent defines the macroeconomic policy which the country
should follow. It lays out objectives and areas of action for tax and monetary policy, foreign
trade and domestic economic stimulus, structural reforms, and now, poverty reduction. The
first three elements seek to maintain economic stability and create a favourable context for
an adequate insertion of Bolivia in the international market. Structural reforms refer to
financial administration and the norms for the use of resources (improvement of norms and
regulations, consolidation of banking agreements, emission of norms for supervision and
risk); tax reform programme (tax reforms, a new tax code) ; privatisation (completing the
process) ; decentraisation (widening the process); and modernisation of labour laws

2 Exctracted from IMF (2002c).
3 Government employees in charge of preparing the new strategy indicated that the document would be
finished in September 2003.



(although, with reference to this last point, only the achievement of a *consensus’
concerning the benefits of a modern labour law is mentioned).

1.2 The EBRP and the HIPC initiative

In contrast to the Letter of Intent, the EBRP concentrates on socia and productive
policy. The strategy represents the Bolivian government’s social policy, which in practice is
limited to the use of the resources made available by the HIPC 11 initiative. The government
adopted this programme as its sole instrument in the struggle against poverty. Even the
Public Finance Programming Unit of the Finance Ministry (Ministerio de Hacienda) no
longer presents information on social spending in a separate section of its statistical dossier.
Instead, it displays the assignment of the cited resources from the HIPC Il initiative,
according to their destination in different municipalities (see below). However, it does not
specify whether the cited spending was carried out to increase employment, income or
production, or what type of spending is concerned.

The strategy is put into practice through two routes: the municipal component,
which ought to carry out 85% of the investment, and the Municipal Solidarity Fund (Fondo
Municipal Solidario), which is responsible for 15%. The EBRP defines the following
distribution of the resources which the central government distributes to the municipalities:
33 million dollars for the 314 municipalities of the country — shared out according to the
indices of poverty in each one - should be invested in the following way : 10% in health,
20% in education, and 70% in social and productive infrastructure. Public investment has
increased; however, the proportion of investment in each sector has not varied significantly
over time (see Table 9).*

The strategy picks out four basic components which can be summarised in the
following way: @) generation of employment and income; b) development of productive
capacity; c) increased social, food and juridical security, and d) increased socia participation
and integration (making use of the opportunities opened up by the Laws of Decentralisation
and of Popular Participation).

As aresult, the EBRP proposes, at least at the level of discourse, an integral design,
which interweaves elements of various structura reforms (decentralisation, privatisation,
judicial security, regulation and flexibilisation of labour) and the focus on the satisfaction of
basic needs as a component of poverty reduction. However, it maintainins the logic of not
interfering with the creation of favourable conditions for private enterprise, above al in
those sectors where the model has supported economic growth and which, due to their
productive conditions, generate very little employment; in consequence, its direct
contribution to poverty reduction is minimal.

1.3 The application of neoclassical policiesin Bolivia

* The municipalities have been in charge of carrying this out since 1995.
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The stabilisation plan and the Structural Adjustment Programme (SAP) which were
introduced in Bolivia from 1985 onwards - that is to say, shock measures, liberalisation and
the reactivation of the weakened economy - were designed on the basis of neoclassical
economic theory. According to the suppositions of this theory, and given that the country is
poor (expressed in the scarcity of capital), the first variable to be attacked is that of savings.
An increase in savings should have a positive influence on investment, which in turn should
generate employment, income and so on. In so far as saving increases and consumption
decreases, investment increases. To this end, a series of measures are dictated, which favour
the generation of savings and the capture of deposits, via the basic legal dispositions of the
SAP: the Supreme Decrees 21060, 21660 and 22407, together with several other laws and,
finally, diverse agreements with the IMF over the years.

Since this takes time, and internal savings are considered insufficient to finance the
process of restructuring the economy, the country should at the same time have access to
external savings, that is direct foreign investment and international loans, which are provided
by the international financia institutions (1Fls), given the reluctance of international banking
after the foreign debt crisis of 1982. In order to have access to these loans, the IFls impose
certain conditions with which debtor countries must comply, conditions which supposedly
would guarantee the achievement of macroeconomic targets (re-establishment of equilibria,
growth, poverty reduction) and would make possible service and even payment in full of the
foreign debt, especially through export growth (bear in mind the slogan ‘export or die’). The
conception thus outlined has also been called ‘virtuous articulation’ or the ‘virtuous circle’ .°

1.4 Evolution of basic macroeconomic indicators

.41 Savings

The evolution of savings a a macreconomic level does not correspond at al with
that was hoped for and aimed at (see Table 8). This important variable of the national
economy, basic not only from a neoclassical point of view, followed a catastrophic course
during the period of ‘adjustment’, during which it was considerably reduced and never came
close to the levels reached at the beginning of the 1980s. Together with other factors which
were not so marked, this poor performance was decisively influenced by the substantial
deterioration in the terms of exchange. As an indication, savings - as part of GNP - in the
emergent economies of Southeast Asia is several times higher than in Bolivia since decades

ago.

For their part, public finances never ceased to show heavy deficits, both before and
after 1985. Although public spending and investment was controlled in the first period after
the introduction of the stabilisation policy, the deficit has continued to grow, above all
during the most recent years, reaching levels which the IMF does not tolerate. Public savings
during the period 1986-2001 were, on average, barely 1.9% of GNP (see Tables 10 and 11).
Given that it was not possible to increase tax income to the desired levels, despite the

® For descriptions of the virtuous circle, see, for example, Dorado (1993) or Aguirre, Arze, Larrazabél et al.
(1992). Also consult Aguirre, Pérez and Villegas (1990).
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adoption of measures aimed at including more of the population in the universe of taxpayers,
the deficit had to be financed through debt (see Table 11).

As for the foreign trade deficit, it should be noted that the current account has been
in the red every year except two between 1980 and 2001 (see Table 6).° In recent years, the
deficit has increased notably. The balance of trade has behaved in a similar way. Although it
should be recognised that the composition of exports has changed in the desired direction
(they include more processed products, although in terms of value their participation is
limited), and that the negative terms of exchange had serious consequences both for the
direction of change and for the products themselves. It should aso be noted that export
value has scarcely surpassed the level reached at the end of the 1970s and the beginning of
the 1980s. With respect to imports, aworrying fact is that in many years between a fifth and
a sixth of imports is represented by luxury goods (cars and foreign travel). Such
performance continues to lead to the most sensitive form of Bolivian dependence, the
dependence on external finance.

.42 Investment

In the context of the SAP, private investment represents the main motor of growth ;
public investment should support this, creating a favourable context for private activity.
Basing ourselves on the figures, according to the predictions of the SAP, public investment
has been losing ground as a fraction of tota investment, athough it has been recuperating
somewhat since 1999. The decrease in national private investment has been much more
notable: from 50% of total investment in 1986, it fell to scarcely 4% in 1999. The great
winner has been direct foreign investment, which, over the same period, went from covering
2.5% to almost 63% of total investment (see Table 1). The tendencies indicate that, over the
first seven years of the SAP (1986-1992), public investment was higher than the total of
private investment (national and foreign), whereas over the next seven years (1993-1999)
the inverse relation was the case.

On the one hand, it is important to note that Bolivian businessmen, at least since the
collapse of the mining industry in 1985, have preferred to invest in trade and finance instead
of taking productive risks;” another fraction of their capital is directed, as commented above,
to luxury consumption. On the other hand, it is worth noting that high levels of national
interest rates represent an important barrier for national investors, compared with foreign
investors who have access lower rates.

As a percentage of GNP, the performance of tota investment has improved
constantly - though with small fluctuations - since 1985 (see the averages in Table 1a, which
confirm a constant increase). Moreover, the highest levels of total investment were
registered during the crisis at the end of the last decade. However, with 1998 as the only
exception (and, perhaps, 1997 and 1999), the coefficient was, as in the case of savings, far

® This table shows the trade balance. Figures for the current account balance for all yearstil 1998 can be
found in Delgadillo (2001).
" Aguirre Badani et al. (1993) express this position.



from reaching the levels achieved by the successful countries of Southeast Asia in recent
times. Since 1998, the participation of public investment has been gaining ground as a
percentage of GNP, athough it remained relatively stable in the period 1980-2000 (once
again, see the averages in the same table). Since the middle of the 1990s, tota private
investment (foreign and national) has overcome public investment as a percentage of GNP,
reaching levels more or less double those of the latter.

How was investment financed if savings were so low? Like the fiscal deficit, public
investment was largely financed with external resources, which in fact covered half of it (an
average of 51% between 1987 and 2000); this share was relatively stable over this period.®
If investment finance is distinguished by origin, one notes that, since the second half of the
1990s, the majority is foreign.

Despite the high levels of investment registered since the middle of the 1990s (in
comparison with preceding years), the GNP has been affected mainly by diverse international
economic crises and the continued worsening of the terms of exchange, among several other
factors.’

1.4.3 Income

Although, in international terms, Bolivia showed reasonable levels of growth (see
Graph 2) of GNP during the first half of the 1990s the coefficients of income concentration™®
and of savings (Table 3) have worsened (although this was not the case in per capita terms).
Although the fall in salaries is certainly overcome in part by the low level of internal prices,
potential increases in consumption linked to this fal are put into question by the
aforementioned increase in the concentration of incomes. Since 1990, the performance of
final consumption in the household has been very similar to that of GNP, that isto say that it
has grown at almost the same rate. As a percentage of GNP, however, final consumption in
the household has not varied since 1985, even without taking into account the growth in
population, which displays precisely the worsening in the distribution of GNP (Table 2 and
5). Proof of the fragile situation of labour throughout the ‘adjustment’ is shown by the
constant temporary employment programmes, without offering to date any sources of
permanent employment.

.44 Role of the State and dependency

Considering the poor performance of national private enterprise (investment), the
State has come under pressure to comply with those tasks which the Bolivian government
and the IFIs assigned to it in 1985. On the other hand, given the tenacious persistence of the
fiscal deficit - which increased serioudly in recent years - public investment has begun to

8 UDAPE (1999), 322 ; UDAPE (2001a), Table 3.2.
® For agraph of Gross Formation of Fixed Capital between 1960 and 2001, see Graph 1 in the Appendix.
19 Egpada (2002).



grow, both as a percentage of total investment and with respect to GNP, over the last four
years. Moreover, during this time private enterprise itself has constantly pressured the
government to assume a central role in resolving the crisis which has overtaken Bolivia since
about 1999.

The way out of these problems has come to be - as was inevitable, taking history into
account - foreign debt, exactly the principal variable to which the PGRF is linked, as was the
case for al the previous conditions applied by the IMF. One difference from the past is that
the abundant debt assumed by the curent government has been taken on in circumstances
where there is less and less international commitment with respect to providing donations
and even with respect to the concessionary credits themselves.

The dependence of the budget and public investment on foreign resources is too high
for a country which, amost twenty years ago, proposed to gradually liberate itself from such
dependence.

1.45 Social and economic results

Low savings during almost all the period of ‘adjustment’; falling private investment
(in the most recent years); permanent fiscal and foreign (trade and current account) deficits;
increasing internal and foreign debt, which continues to represent an excessive load;
dependence on donations, foreign investment and loans (and, linked to this, constant re-
negotiations of the debt); high real interest rates (and effectively no internal process of
accumulation); delay in repayment of bank loans; constant reprogramming of bank, tax and
private employers debts, unemployment; overwhelming presence of an informal sector,
characterised by extremely precarious conditions of employment — could anything more be
added to the fact that this is a depressing panorama after eighteen years of structural
adjustment?

Bolivia grew considerably (in absolute terms) over the first half of the 1990s ; but the
composition of this growth did not favour income distribution. Investment was directed to
activities which were not labour intensive, with a notable lack of interest in industrial
production, although this sector was emphasised in the export-orientated focus. Rather, the
concentration of income and savings has increased. In other words, the ‘trickle-down’ effect
so publicised by the promoters of the reigning orthodoxy has not materialised. With the
exception of the low inflation registered during the greater part of the ‘adjustment’ period
and the cited levels of growth in the early 1990s, all these results do not coincide with what
was expected from the application of the SAP. Moreover, the statistics in the Appendix do
not even support the habitual claim that, since the promulgation of Supreme Decree 21060,
macroeconomic stability at least has been maintained.

Let’s see, in more detail, some social and economic indicators.

In the macroeconomic context:



Moderate economic growth, at an average rhythm of 3% in the 1990s.

Unstable economic growth, even in the presence of high Direct Foreign Investment
(DFI); since 1995, variations from 4.5% to 0.4% have been noted; these
fluctuations in GNP show that there is little sustainable growth.

Growth in GNP per capita, 1.7% on average, is lower than population growth
(2.3%).

Unresolved fiscal deficit, which remains at a level close to 4% on average and in the
last year (2002) reached 8.6%.

The levels of internal savings (14% of GNP), the lowest in Latin America; both
foreign debt service and the growing decline in the terms of exchange reduce the
internal savings available for investment to barely 7% of GNP.

One notes a recurrent deficit in the balance of trade, due to openness and aggressive
commercia policies which do not have as a counterweight policies directed to
stimulating production; at present, Bolivia only takes advantage of 6% of the
customs preferences of CAN and 4% of those of MERCOSUR.

Worsening terms of exchange, linked to the export of raw materials with little added
value and changed in demand and relative prices in their markets.

Growing fal in internal demand and domestic consumption, due to low wages and
regressive tax policies, such as Vaue Added Tax (IVA, Impuesto a Vaor
Agregado), which punishes the consumption of the poorest.

In the context of the restructuring of production :

In economies like that of Bolivia, globalisation does not offer benefits in terms of the
declared stimulus to production, competitiveness and changes in the export profile, due to
the opening up to foreign trade and the stimulus to foreign investment. Actual conditions are
asfollows:

Productivity shows negative tendencies and the possibilities of being competitive in a
global market are based on the super-exploitation of labour and natural resources.

Access to transference of technology and technological innovation, capable of
promoting the restructuring of production, the strengthening of chains of value and
generating employment, has not been achieved. Bolivia continues tied to a
productive structure based on @) the export of natural resources (raw materials) with
little added value; b) a handful of industries producing basic consumption goods, ¢) a
multitude of tiny economic units with low productivity, concentrated in sectors
which receive the impact of open commercial policies (manufacture and agriculture),
as well as commerce and personal services.
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Most of the producers in the countryside and the cities are excluded from access to
productive resources (capital, technology, knowledge, land), aspects which have
been abandoned to the play of the free market. Paradoxically, this takes place in the
context of a poorly developed market, which leaves out in the cold those who lack
political or economic power.

Today, with the capitalisation (the Bolivian version of privatisation) of public entities
and the FDI in other sectors, 65% of investment decisions have falen into the hands
of the multinational private sector, that is to say, capital intensive sectors which do
not generate links with the rest of the economy.

The concentration of a high percentage of the economic surplus in the hands of
foreign capital, widely favoured by the laws promulgated in the context of
adjustment concerning the repatriation of profits, free hiring and firing of labour, and
the establishment of prices and tariffs outside state regulation, have created the
conditions for the *generation of surplus without internal accumulation’, with serious
effects for the sustainability of productive development.

An indicator which summarises the slippery nature of the policies for restructuring
production is the drastic fal in salaried employment within the economy: the index of
sdlaried employment has fallen below 50%. This expresses the crisis of the
productive apparatus due to the lack of policies for its modernisation and their
substitution by aggressive trade policies, betting on the market as the motor of the
transformation of production.

In the context of poverty reduction:

In contrast with the improvement in some socia indicators in the fields of education

and hedlth - which, it should be said, nevertheless display strong gender inequality - the
persistence of poverty levels and the increase in their intensity is just one of the most evident
effects of the economic, institutional and political changes in the country which have been
driven by the structural adjustment. Here are some socia indicators and conditions:

In practice, according to the measures of income, poverty continues to affect more
than 60% of the population, and 92% of the rural population ; these indicators have
fallen gradually in relative terms, but in absolute terms poverty has increased. More
than five million Bolivians, in a population of eight million, were below the poverty
linein 1999.

Income inequality, measured by the Gini coefficient, has increased over time and
today is much greater (with alevel of 56%) than it was at the end of the 1970s, when
alevel of 49% was registered.™

1 Arze (2001).



» The effects of these tendencies cover different sectors, families and individuals,
marking deep social and gender differences. The greater part of the population is
exposed to: a) precarious employment, low salaries and a burden of unpaid work
which falls more intensely upon women; b) lack of access to productive resources
(land, water, capital, knowledge); c) exclusion from the provision of basic services
due to their growing mercantilisation; d) a greater burden of indirect taxes, which
punish consumption without differentiating basic consumption from sumptuary
goods, with an evident disadvantage for the poorest.

* We are dedling with direct and indirect effects, which affect access to the principal
means of life and whose incidence falls disproportionately upon women, who, in the
gpace of the market and in the domestic sphere, face greater responsibilities linked to
the reproduction of the labour force.

* In effect, women are not only pushed into the labour market in highly unfavourable
conditions, but their activities - in peasant productive units, in indigenous
communities or in the informal sector of the economy - also tend to pass unnoticed;
that is to say, women's participation in the economy strictly linked to production
and the market is not measured or considered as economic activity, because it
appears as an extension of housework.

» The decline in provision of basic services and the increasing price of basic consumer
goods aso has an unequal effect upon women, who have to replace those goods and
services access to which is systematically denied to them by the State and the market
with a prolongation of their working days.

1.5 Conclusions

From 1985 onwards, a new model of development has been applied in Bolivia, based
on a stahilisation plan of an orthodox nature and the gradual application of the SAP, which
has been carried out with a high level of continuity. The most important instruments (of
concessionary aid) in this programme are: the Structural Adjustment Programme (SAP,
1986-7) with its respective Structural Adjustment Loans (SALs) and Sectoral Loans
(SELs) ; Stand By loans; the Enhanced Structural Adjustment Facility (ESAF, 1987-1999),
and the Poverty Reduction and Growth Facility (PRGF, from 1999) with its corresponding
Poverty Reduction Support Credit (PRSC); all of which make up an array of conditionalities
and meagre results.

Bolivia has worked with the International Monetary Fund from the end of the 1940s
and on very few occasions failed to comply with the mutual agreements. It always carried
out in a dedicated fashion the macroeconomic policies, the stabilisation plans and the
structural reforms. Now that the IMF proposes a ‘new’ focus, the same thing happens: it
continues to reinforce the conditions for the functioning of a free market economy.
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The new concessionary loan service of the IMF for low income countries demands
the preparation of a poverty reduction strategy, prepared with the participation of the
various sectors of actors in development, with the hope that ‘fresh ideas will arise
concerning the way to achieve the objectives of growth and poverty reduction. This has
given rise to the National Dialogue and the EBRP. The PRGF should be constructed on this
basis. However, the strategy was constructed taking care not to affect fiscal, monetary and
financial policies.

Since 1985, the moment when the country took on the neoliberal model in its
totality, there has been no connection between economic and socia policy; the former
always took priority. Socia policy at best consisted in poverty relief programmes centred on
the satisfaction of basic needs (health, education, housing). With reference to employment
and income levels, the programmes have generaly been proposed as temporary programmes
for emergencies. The structural causes of poverty and exclusion, which in Bolivia are
manifested precisely in low income levels, unemployment and the precariousness and
informality of work, have not been taken into consideration. Despite the fact that the EBRP
has as basic components the generation of employment and income and the development of
productive capacity, in the first phases of its application it has not sought to develop these
components.

A fundamental limitation of the national economy is the insufficient generation of
internal resources (low savings), even after the application of the SAP. This undermines the
basic principle of the current economic model, which asserts that its macroeconomic policy
measures - supported by the market and the private sector - and the complementary
structural reforms, will make possible a greater economic growth. Bolivia is excessively
dependent on foreign finance - multilateral and bilateral - of a concessionary nature, if it isto
maintain macroeconomic equilibria and, above all, investment in the social area. The foreign
and domestic public debt is growing. The amounts of debt which have been cancelled do not
represent a large part of the total sum; the need to obtain new loans remains. In addition,
very limited resources have been destined for poverty reduction. Financial precariousness
thus represents a greater risk for the application of the social strategy.

According to what has been analysed, it is clear that the State cannot be isolated
from the economy. The justification used is that intervention is required in those markets
which function in a permanent imbalance, so as to ameliorate or correct these imbalances,
and ameliorate or correct social inequalities produced by the poor functioning of the
markets. It is not out of place to mention that behind the success of exports from Southeast
Asian countries was the firm and directing hand of the State. When policies based on
neoclassical theory are applied in economies as diverse as those of Latin America, their
specific nature is ignored in favour of a few central ideas, that is to say, a given reality was
treated in an excessively abstract fashion, without considering the specific determinations or
the historic and structural characteristics, which are precisely that which makes some
countries different from others.

Given the poor results of the SAP, and facing the fact that the International
Monetary Fund and the World Bank insist that the fiscal, monetary, trade and financial
policies which were the basis for these poor results should not be touched, it seems unlikely
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that the PGRF and the EBRP will change the prospects of the economy and of the majority
of the people of Bolivia
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I Civil society participation®

1.1  Theparticipatory rhetoric of the I nternational Monetary Fund and the World
Bank

‘...there should be more public debate concerning alternative policies, logic,
rationality, limits and options/decisions.’*

A relevant aspect of the IMF's “new” focus - the PGRF - is its emphasis on the
participation of civil society in the formulation of each country’s policies. The discourse of
the international financial institutions is very clear with respect to their commitment to
supporting such participation and what it could contribute to the strategies established, the
desire to listen to other points of view and open up al their policies to debate among the
various actors:

‘Key macroeconomic policies, including growth and inflation targets, and the trust in
fiscal, monetary and foreign policies, as well as structural policies to accelerate growth,
are topics to be consulted with the public.’**

1.2 Theinfluence of civil society on the PRGF

‘It seems that the IMF does not believe that greater participation would represent a
challenge to the content of the programme, i.e. this would not mean that radically
different programmes would be proposed, but rather that it would smply alow civil
society to be better informed asto why ‘IMF style' reforms are necessary, and hence
they would be adopted.’*®

In this section, we hope to show that the participation of Bolivian civil society in the
definition of macroeconomic programmes is virtually nil, above al with reference to the
PGRF. In Bolivia, a structure for public debate and consultation over macroeconomic
policies does not exist. Nor is there sufficient political will, recognition or ‘adoption’ of the
idea of opening a debate on macroeconomic policies, or of trying to adapt these to
microeconomic behaviour, which is the level on which society decides and actively
participates. Despite the IFIS rhetoric about participation, there is no evidence that
proposals of alternatives to the reigning model would influence macroeconomic policy. The
IMF holds that its role in fomenting participation is limited to supporting the government in
opening up its processes of policy formulation, and does not consist in directly consulting
the population.

12 This section was prepared by Cecilia Ramos and Jennie Richmond.
13 IMF (2002a).

1 IMF (2000).

1> Wood (2000).



The other institutionalised mechanism - apart from its representation in parliament -

which is available to Bolivian civil society with the aim of influencing public policy, is the
National Dialogue.™ In the course of the Dialogue in 2000, various socia groups debated
their proposals for the EBRP. In theory, and according to the IMF's logic, the PGRF is
based on the EBRP, and hence, the proposals which society put forward in the Dialogue
2000 should form part of the PGRF. There are several problems with this opinion:

1

The dialogue was structured along social, political and economic lines, each one treated
independently. The representatives of civil society were limited to the social themes -
going against what the IMF itself proposes - and did not have the opportunity to debate
the macroeconomic model.*’

The dialogue did not include the largest and most vulnerable groups. ‘ Given these events,
one observes that a basic fault of the National Dialogue 2000 was the lack of
participation of rural and urban workers unions and the limited treatment of the
complaints and demands of society, above al of the impoverished sectors of the
country’.*®
However, the IFls did not take note of these problems. The Joint Assessment of the IMF
and the WB in May 2001 did not mention the criticisms of greater networks of Bolivian
civil society, nor the huge protest demonstrations of April and September-October 2000.
Nor did they mention the context in which the Dialogue was held: a state of siege,™
roadblocks, a congress of the CSUTCB (the peasants' nationa union), and so on, which
impeded the participation of this sector and other representatives of civil society such as
the nationa trade union organisation, the COB (Central Obrera Boliviana), the coca
growers unions, workers unions, women and others. This means that the Dialogue
cannot be called redlly participatory.

The cited problem of links between the PGRF and the EBRP means that one cannot
assume that taking part in the dialogue and, eventually, in the definition of strategy will
have an impact in the design of the PGRF. Moreover, many civil society groups have
expressed their frustration with the links between the EBRP and the results of the
dialogue. The presumed logic ‘participatory dialogue = participatory EBRP =

18|t is perhaps rather optimistic to call this‘ingtitutionalised’ ; the ‘ Dialogue’ was an initative proposed by
the Banzer-Quiroga government (1997-2002) and it is not clear if it will become aregular feature of
government in Bolivia. It consisted in inviting spokespeopl e of various suposedly representative
organisations to take part in a series of round tables, supposedly aimed at proposing solutions for diverse
problems or establishing lines of action for the government to take. The ‘representatives’ seem to have been
selected from above rather than elected or chosen by those they were said to represent, and the genera
population dismissed it as an official farce. (Trandator’s note)

M In its assessment of the Dialogue, EURODAD holds that ‘the IMF emphasised that the impact of the
National Dialogue would be limited to socia spending and would not impinge on the macroeconomic

model’ (see EURODAD 2000). ‘NGOs consistently report that two parallel processes exist, ‘social’ aspects
debated within the context of the EBRP - with a certain level of participation - and ‘macro’ aspects which
are debated in the context of the PGRF - without participation’ (see EURODAD 2001).

18 Aguirrey Espada (2001).

9 Not aliteral state of siege, but rather a* state of exception’ which the government can declare in times of
disturbance and which restricts the right to hold public meetings, imposes a curfew, etc. (Trandator’s note)
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participatory PRGF does not work; in practice, the participation in dialogue is limited,
the EBRP is not participatory and participation in the PGRF is nil.

In our interviews with representatives of the World Bank, the IMF and the Bolivian
government, none mentioned plans for consulting the public on macroeconomic policies.

1.3  Participation of civil society in the follow-up and control of policy

‘Public accountability will be reinforced by a continual debate and by the set of
indicators of results which will allow that the effectiveness and efficiency of the
policies, including public spending, will en monitored.’®

There is mush more debate concerning the participation of civil society in controlling
and imposing accountability in the EBRP than there is over the formulation of
macroeconomic policies. All those interviewed, when asked which members of civil society
ought to follow up and assess the strategy and the PRGF, replied that this would be carried
out by the MSC or Mechanism of Social Control, created in 2002 by the Law of Dialogue.
The interviews suggest that the Mechanism should be the solution to all problems of
participation. Without denying the potential which this institution might possess, and much
less its legitimacy (based on legality), there is the danger that it could become an excuse for
other potential controlling instances to hand over their responsibilities, or for government
institutions, alleging the simple existence of the MSC, to take for granted their actions as
already sufficiently monitored by civil society.

According to law, the attributions of the MSC are to exercise socia control over the
application of the EBRP and the resources freed up by the HIPC initiative; to agree with the
Executive branch which indicators should be used to assess the results, effects and impact of
the EBRP; to follow up the administration and execution of programmes and projects for
poverty reduction; to follow closely the operations carried out by the Dialogue 2000 Special
Account; to report to the Parliament, the Exchequer and other state entities concerning
possible irregularities in the handling and administration of public institutions; to name and,
if necessary, remove from office of socia control operatives, and to promote the
strengthening of departmental and municipal instances for the adequate functioning of social
control.

However, there is confusion among the actors with reference of how far the MSC
really goes. In the public sector, the former Minister of the Presidency insisted in interview
that the MSC would oversee the whole of the national budget and all the policies involved.
On the other hand, the Resident Representative of the IMF in Bolivia believed that it would
cover all macroeconomic aspects. However, CEPAS-Caritas, a Catholic organisation which
has been one of the leaders in setting up the MSC, claimed that in a first stage it would
cover education, health, and productive infrastructure, as well as the resources provided by
HIPC.

2 |MF (1999).



In fact, the MSC's capacity is limited. In its first year of life it has concentrated in
establishing its institutional structure and has taken few concrete actions with respect to
controlling the EBRP and the use of HIPC resources. Another questionable aspect of the
MSC is its representativity: although it seeks to distance itself from the Catholic Church, the
latter continues to exercise hegemony over it. On the other hand, the institution is
approaching organisations which offer bilatera finance - specifically, DFID of the British
government - at the same time as the CISE** suggested that the MSC should be part of it.
These last two links will only strengthen the MSC as an extension of the public sector while
distancing it from civil society.

With relation to other civil society groups which take part in following up the EBRP
and the use of HIPC resources, one notes that more and more are gathering round this
activity. This has increased since the present government declared the first re-formulation of
the strategy. The results of the application of the EBRP, the efficiency of the uses made of
HIPC resources, the process of re-formulation, what this implies for different sectors, links
to the macroeconomic programme and the process of negotiation between the government
and the IMF are being introduced into the agendas of debate of various NGOs and the
organisations of social sectors.

A basic problem which may arise in the attempts to carry out suitable monitoring of
the EBRP and the PGRF is a significant lack of information. This occurs, in part, because
such information is not produced, and on the other hand, because it is difficult to obtain
regular, specific and precise reports.

I1.4  Theneed to assess theimpact of public policies

‘The directors (of the IMF) say that greater attention should be given to the social
impact of the mgjor reforms and to an analysis of their impact on the poorest (...) the
PGRF documents should clearly indicate the role of that service (PGRF) in poverty
reduction.’ %

In its document Key Features of IMF Poverty Reduction and Growth Facility
(PGRF) Supported Programmes (2000), the IMF declares that its new focus tries to situate
poverty reduction at the centre of all its programmes, as well as to make integral
connections between anti-poverty policies and macroeconomic policies. However, various
impacts of its policies are suppositions and there are no analyses - on the part of the IMF -
of the hoped-for results, nor of the impact of its previous policies in the specific context of
each country. The circumstances of each region, country, social group and so on, are
unique, and as a result it is impossible to impose a uniform policy in different countries or
regions and suppose that it would have the same impact. In consequence, there is at present
much debate between the IFIs, the governments of debtor countries and civil society

2 Interingtitutional Council for Follow-up and Assessment of the EBRP. It is composed of representatives of
the Viceministry of Popoular Participation, the National Institute of Statistics (INE) and the Unit of Analysis
of Social and Economic Policies (UDAPE).

2 |MF (2002a).



activists concerning the need to assess the impact of the policies and conditions of
multilateral programmes, before and after their application.

In Bolivia, the CISE is in charge of following up and assessing the EBRP in the
public sector. In its first report (CISE 2002) it demonstrated an application only at the
institutional level; the text was limited to the quantitative description (in percentages) of the
activities carried out, pending, and in process, and did not include an analysis of the
directions taken by the EBRP in its first stage. It did not offer details of the type of projects
and activities carried out, above al with reference to rural development. Nor did it reflect
the course of activities directed at fomenting production which are trumpeted by the EBRP.
Thus, the assessment carried out to date does not show if poverty reduction is on course or
if it has been integrated into macroeconomic policy, as the IMF proposes.

11.4.1 ThelFlsand impact assessments

‘(The directors) require that the PGRF programme documents should provide
periodic descriptions of the analysis of the social impact and the impact on poverty,
PSIA, which has been carried out in the country, including a qualitative description

of the hoped-for impact on the poor of the major macroeconomic and structural
measures and a summary of the measures which have been applied to counterbalance
any adverse effect.’ %

The‘new’ framework of development creates a growing need to know and
comprehend the form and magnitude of the impact of economic and socia policies on the
poor. The World Bank and the International Monetary Fund admit that the assessment of
the impact of their policies is fundamental, before a new PGRF or PRSP can be formulated.
A socia impact analysis (SIA) should assess ‘The consequences of the policy measures -
before, during and after their application - on the welfare of different social groups, with
special attention to vulnerable groups and the poor.**

The IFIs display a greater preference for assessments carried out ex post. However,
the World Bank now considers that a central objective of an SIA is to include previous
information on its preceding policies so as to design the new policy and anticipate its hoped-
for impact before it should be formulated and applied. With this analysis, there is the hope
that the government in question would be able to select policies to be applied in a more
perceptive and better informed fashion.

‘(The directors of the IMF) agreed that Fund personnel need to explain more
proactively and to a wider public their vison and analysis with respect to the

2 |bid.
# Ibid.



connections between the macroeconomic framework and the results of growth and
poverty reduction in the working context of the PRGF programmes.’®

According to the IFls, via this assessment a national debate concerning possible
policies for a country will be set in motion. As a result of this process, civil society groups
would be able to examine the plans of the IFIs and the government, considering the
predicted impact on poverty. Assessment would also proved an opportunity for various
socia groups to contribute their experiences with previous policies. Thus, in theory, the
debate on macroeconomic policy would be more flexible and open (it would consider how
macroeconomic policy could be adapted to socia policy). ‘The participatory process will
facilitate an open debate on topics related to the social impact of policy measures and the
course and order of the reforms.”

The IMF and the World Bank support the idea of a social impact analysis. The Bank
takes on its leadership and technical direction, while the government of the supported
country is responsible for design and application. The SIAs should be firmly based in the
national process of formulation of the PRSPs. At the beginning of 2001, ajoint work group
of the IMF and the World Bank began to develop a focus and work programme to integrate
the SIA into the programmes which support the processes associated with the PRSP. The
World Bank promised to develop techniques and methods for carrying out an SIA, with the
aim of publishing draft guidelines in April 2002 (it is not yet obligatory to use them). Inthe
international meeting for Comprehensive Revision of the PRSP Focus in January 2002, the
President of the World Bank held that within six months SIAs would be under way and they
would soon be introduced into the programmes related to the PRSP and PRGF (Townhall
Meeting). However, the SIA has not even begun and the IFls do not show much concern
that it should be carried out.

I1.4.2 Civil society’sinterest in the analysis of social impact

At present, NGOs and other groups, national and international movements and
initiatives with a critical position, have shown much interest in the putting into practice of
social impact analyses. Thisis basically a result of the controversia results thrown up by the
SAP, which was largely designed without reference to the real context of application. The
‘adjustments’ were turned into programmes to which the respective nationa reality had to
adjust itself, which has given rise to criticisms of the IMF for having attempted to apply a
general recipe. There are many studies which demonstrate the negative effects of the
‘shared’ conditions on poor and vulnerable groups. The final report of the Structural
Adjustment Participatory Review International Network (SAPRIN) concludes that:

1. After two decades of adjustment policies, it is sufficiently evident that these will not
suddenly change and begin to reduce poverty and inequality, instead of increasing them.

% |bid.
% |MF (1999).



2. The evidence suggests that the macroeconomic benefits are much less that those
supposed by the IFIs.?’

Work in precarious activities has come to be the main form of insertion in the labour
market for 80% of rural workers and 63% of the labour force in the cities. In addition,
employment has become more unstable over time and salaries and incomes are constantly
declining. A strong increase in the levels of open unemployment, from 4.4% in 1997 to
more than 11% in 2001, has been registered. In 1999 - almost without variation with
reference to 1993 - 63% of the population was below the poverty line and 36.8% was
indigent. According to another measure, the proportion of people who live on less than two
dollars a day gives an incidence of poverty of 70%, and 42% in extreme poverty. The 1990s
benefited only a limited section of the population. Information on incomes shows that 20%
of the population received no less than 59% of total income in 2000 (54.9% in 1992), while
another 20% of the population received 4.3% in 1992 and in 2000, just 3% of the total.

NGOs and civil society would like to guarantee that the mistakes made in the
application of the SAP would not be repeated in the actual poverty reduction programmes -
PRSP, PRGF AND PRSC. For this reason, national and international groups are demanding
that the international financial institutions incorporate impact assessments ex ante as soon as
possiblein all their programmes.

11.4.3 How isthe analysis of social impact and the follow-up and monitoring of economic and
social programmes progressing in Bolivia?

Despite international declarations of the importance of carrying out social impact
analyses, the Bolivian government has no immediate plans to this end. The interviews carried
out for this study demonstrated evident confusion with respect to the timetable for its
application. According to the Resident Representative of the IMF in Bolivia, the ideal would
be to have an SIA before the next PRGF, but, being readlistic, this will probably not happen
and, in any case, this situation would not put an end to the negotiations in this country. It
should be noted that if the SIA is not carried out before the next negotiation (the next Letter
of Intent), which is what is happening, there will be no possibility of including ‘fresh ideas
with respect to the strategies and measures needed in order to achieve the shared target of

growth and poverty reduction’.?

The prime responsibility for getting a social impact analysis under way rests with the
government, above all with the CISE, which is developing a system, methodology and
indicators for this type of assessment. However, to date, they have not gone very far in this
direction. DFID is trying to introduce a method of participatory assessment which it is
developing together with the CISE. CISE's plan concentrates on municipalities and
departments, with the aim of facilitating participation. However, there is ill a certain
vacuum in the indicators of the EBRP at the municipal level® which the CISE is supposed to

2T SAPRIN (2002).
% |MF (2002c).
% Pgrez (2001).



develop. At the same time, nationa indicators (of impact, of results, and intermediate) are so
general that it is difficult to tell if there has been real progress. The EBRP specifies that the
measurement of poverty will be developed by the public and private sectors and civil society,
jointly and for each sector. However, it does not mention monitoring of the macroeconomic
programme in general, or if a poverty focus will be the mechanism.

Apart from the MSC, the Resident Representative of the IMF in Bolivia does not
know of another way to facilitate the participation of civil society in the monitoring of
economic and social policy, but warns that Bolivia does not possess the techniques suitable
for monitoring or assessment at the level of an SIA. Finally, the Representative affirms that
there is no possibility that the IMF would open up its operations to the monitoring of civil
society.

I1.5 Conclusions

Greater participation is a basic premise of the ‘new’ focus presented by the IMF.
However, the established channels do not seem to be suitable. In the Bolivian case, the
National Dialogue turned out to be insufficiently participatory, and in consequence the
strategy against poverty which emerged from it is similarly inadequate, likewise the PRGF.
So what is the legitimacy of the policies if there is no participation and the options and
strategies of the population have not been taken into account? The people ought to have an
active role in the debate, in identifying actions to be taken and in the definition of objectives
and instruments, in economic as well as in social policy. To this end, greater efforts are
needed to communicate information and to put the debate into practice. If thisis not so, any
novelty in the programmes - poverty reduction, greater participation and analysis of policy
impact - will be no more than discourse of the international financing organisms and the
respective governments which depend on them, which have shown that they follow a
macroeconomic policy which is not articulated to the microeconomic structure of their
countries, nor to their needs in the social context.

Both the multilateral financial organisms and the governments which follow the
neoliberal model do not asses the results of their policies nor the impact these have on the
population. In our view, the case is that they attempt to show and explain the logic of their
proposals and policy options, athough it has been shown that this development focus does
not allow sustained growth and that higher growth does not in itself signify benefits for the
whole of the population. The IFls, and above all the Bolivian government, should
reconsider their development policy focus, given that, instead of generating positive results,
this has only generated more poverty (polarisation of the divisions in income and
opportunities).

On this basis, we demand that the government make a serious assessment of the
impact of its policies with respect to social conditions and poverty, which is what is
proposed as a pre-condition of the new PRGF (before signing the next agreement with the
IMF and before any other new agreement). The assessment should be of a multidisciplinary
nature and should cover all dimensions of poverty ; it should not be limited to the provision
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of basic services. The IMF and the World Bank should keep their promise to support the
implementation of this analysis.

The analysis should be carried out with the participation of all the actors who take
part in the development process. To this end, the International Monetary Fund and the
World Bank - and above all, the government - should publicise al the necessary information
at the appropriate time, and most important, the draft of the next Letter of Intent (in
Spanish, and before the agreement is signed).
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Table 1. Composition of fixed capital formation (FKF), percentages

Public Investment FDI Private Investment FKF
@ 2 3-(1)-(2) 3
1980 47,22 6,18 46,60 100,00
1981 43,57 8,09 48,34 100,00
1982 74,64 3,95 21,41 100,00
1983 70,96 1,10 27,93 100,00
1984 68,30 0,68 31,02 100,00
1985 69,27 1,29 29,44 100,00
1986 47,19 2,45 50,36 100,00
1987 51,82 6,93 41,25 100,00
1988 61,79 5,14 33,07 100,00
1989 59,06 6,19 34,75 100,00
1990 51,59 10,78 37,63 100,00
1991 54,40 12,12 33,48 100,00
1992 57,80 13,06 29,14 100,00
1993 50,36 12,74 36,89 100,00
1994 57,85 14,43 27,73 100,00
1995 49,89 35,74 14,38 100,00
1996 49,28 39,51 11,22 100,00
1997 (p) 36,50 48,49 15,01 100,00
1998 (p) 25,58 48,39 26,03 100,00
1999 (p) 32,95 62,96 4,09 100,00
2000 (p) 38,76 48,54 12,70 100,00

Sources: (1)  For 1980 a 1987: UDAPE, Analisis Econémico, vol. 8
For 1988 a 2000: Treasury Ministry, Viceministerio de Inversion Pablicay Financiamiento
Externo
(2) Central Bank of Balivia (BCB), Balanza de Pagos
(3) National Statistics Institute (INE), Cuentas Nacionales
Notes:  Both FDI and Private Investment have been converted to thousands of 1990 Balivianos using
implicit deflators and annual nominal exchange rates. While not perhaps the best process, it does
provide a reasonable approximation. Public Investment includes all investments carried out.
p = preliminary figures.
CEDLA, Statistics Section
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Table 1a. Composition of fixed capital formation (FKF), as a per centage of GNP

Public FDI Private FKF GNP
Investment Investment
€] 2 3-(1)-2 (©)
1980 6,07 0,79 6,00 12,86 100,00
1981 5,47 1,02 6,07 12,56 100,00
1982 7,09 0,37 2,03 9,49 100,00
1983 6,15 0,10 2,42 8,67 100,00
1984 6,37 0,06 2,89 9,33 100,00
1985 7,50 0,14 3,19 10,83 100,00
1980-1985 6,43 0,43 3,82 10,67 100,00
1986 5,46 0,28 5,83 11,57 100,00
1987 6,17 0,82 491 11,90 100,00
1985-1987 6,38 0,42 4,63 11,43 100,00
1988 7,57 0,63 4,05 12,25 100,00
1989 6,83 0,72 4,02 11,56 100,00
1990 6,48 1,35 4,73 12,56 100,00
1991 7,73 1,72 4,76 14,20 100,00
1988-1991 7,15 1,13 4,40 12,69 100,00
1992 9,05 2,05 4,56 15,66 100,00
1993 7,76 1,96 5,69 15,41 100,00
1994 7,84 1,95 3,76 13,55 100,00
1992-1994 8,20 1,99 4,66 14,84 100,00
1995 7,35 5,26 2,12 14,73 100,00
1996 7,77 6,23 1,77 15,77 100,00
1997 6,95 9,23 2,86 19,04 100,00
1998 (p) 6,00 11,36 6,11 23,47 100,00
1999 (p) 6,54 12,50 0,81 19,85 100,00
2000 (p) 7,12 8,92 2,33 18,37 100,00
1995-2000 6,93 9,04 2,69 15,39 100,00

Sources and Notes: see Table 1.

CEDLA, Statistics Section
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Table 2. Balivia: foreign trade and inter nal expenditures (base year 1990=100)

1080 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990
Exports (X) 82,1 832 72,3 736 69,2 56,2 67,0 67,7 72,3 90,0  100,0
Imports (M) 732 7972 59,2 51,4 639 77,2 84,1 90,6 90,4 90,7 100,0
Commercial -1,21 000 -241 -48 -051 6,32 5,57 6,98 5,62 1,25 1,15
Balance (M-X) /
GNP
GNP 98,8 99,1 95,2 91,3 91,2 89,6 87,3 89,5 92,1 95,6 1000
Internal 96,5 98,0 91,8 85,9 89,7 94,2 91,1 94,6 96,2 95,7 1000
expenditure

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 (p) 2001 (p)
Exports (X) 107,3 1085 1142 1315 1435 1493 1462 1556 1357 1554 1629
Imports (M) 1126 1238 1229 1221 1330 1435 1629 1993 1651 1694 1569
Commercial 2,38 4,58 303 -064 -071 0,26 4,25 8,70 6,09 3,55 0,30
Balance (M-X) /
GNP
GNP 1053 107,0 1116 1168 1222 1276 1339 1406 1412 1446 1463
Internal 1065 1106 1136 114,7 1200 1264 1380 1511 1481 148,0 1451
expenditure
Sources: Central Bank of Bolivia (BCB); National Statistics Institute (INE)
Note: p = preliminary figures
CEDLA, Statistics Section
Table 3. Deposits by amount and number of depositors
Deposits 1989 1990 19901
($US) Amount (%) No. Amount (%) No. Amount (%) No.

Depositors Depositors Depositors
(%0) (%0) (%0)
> 100.000 29,8 0,3 29,5 0,4 25,1 0,2
< 99.000 70,2 99,7 70,5 99,6 74,9 99,8
Total 100,0 100,0 100,0 100,0 100,0 100,0
Deposits 1999 2001 2002 june
($US) Amount (%) No. Amount (%) No. Amount (%) No.
Depositors Depositors Depositors
(%0) (%0) (%0)

> 100.000 48,7 0,6 48,8 0,6 48,4 0,7
< 99.000 51,3 99,4 51,2 99,4 51,6 99,3
Total 100,0 100,0 100,0 100,0 100,0 100,0

Sources: For 1989-1991: Carlos Arze, Politicas de Estabilizacion y Reformas del Estado en el PAE
For 1999-2002: Superintendencia de Bancosy Entidades Financieras

CEDLA, Statistics Section
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Table4. Resourcesfor Investment (at fixed prices, grossinternal investment (Gl1) 1990=100)

1080 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990
Internal (Ai) 108,7 98,3 935 1025 968 729 432 465 58,8 754 90,8
External (M- -9,6 00 -183 -357 -37 452 388 499 41,3 9,5 9,2
X)
Gll 99,1 983 752 668 931 1181 820 94 1001 850 1000

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(p) (P)
Internal (Ai) 1093 971 1091 1276 1436 159,7 1659 1740 1520 157,3 1542
External (M- 200 391 269 -59 -6,9 26 454 976 686 41,0 35
X)
Gll 1293 1362 1361 1216 1366 1623 2114 2716 2207 1983 1577
Sources. Central Bank of Bolivia (BCB); National Statistics Institute (INE)
CEDLA, Statistics Section
Table 5. Investment and consumption (indices and coefficients at constant prices)
1080 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990
Gll index (1990=100) 99,1 983 752 668 931 1181 820 964 1001 850 1000
Index of final %,1 979 942 886 892 908 924 944 956 97,2 1000
consumption (FC,
1990=100)
General Government 129,7 1405 1364 1204 1250 1157 994 956 99,2 100,1 100,0
FC (1990=100)
FC households 910 914 87,7 837 837 87,0 914 942 950 967 1000
(1990=100)
GII/GNP =i 126 124 9,9 92 128 165 11,8 135 136 11,1 125
FCIGNP=c 86,2 876 87,7 89 86,7 898 938 935 920 90,1 88,6
Public FC/GNP 154 16,7 168 155 161 152 134 126 12,7 123 118
Private FC/GNP 708 709 708 704 706 746 804 809 793 778 769
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
(V)

Gll index (1990=100) 129,3 136,2 136,1 1216 1366 1623 2114 2716 220,7 1983 157,7
Index of final 1033 107,0 1105 1137 1176 1214 1276 1341 1379 1409 1433
consumption (FC,
1990=100)
General Government 1033 107,2 1099 1133 1208 1240 1281 1330 137,3 1382 1426
FC (1990=100)
FC households 1033 107,0 1106 1138 1172 121,0 1275 1342 1380 1413 1434
(1990=100)
GII/GNP =i 154 159 153 131 140 159 198 242 196 172 135
FCIGNP=c 870 836 87,7 8,3 83 843 845 845 865 864 868
Public FC/GNP 115 18 16 114 116 114 113 11,1 114 112 115
Private FC/GNP 754 769 762 749 737 729 732 734 751 751 753
Source; Central Bank of Bolivia (BCB); National Statistics Institute (INE)
Note: Gll = grossinternal investment

CEDLA, Statistics Section
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Table 6. Variables and coefficients of medium and long term exter nal debt (millions $US)

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

1 External debt service 248 210 167 239 227 228 195 206 246 293 315

(SD) (1)
2 Net disbursements o 109
transfers (TB)
3 Amortization (1) 159
4 Interest and 89

commissions (2)
5 Net transfers (TN)=[2-  -139
(3+4)]
6 Rdief HIPC
7 Service after HIPC
(SDH)
8 Net transfers after
HIPC
(TNH)=[2-(7)]
9 Balance of public 3.294
foreign debt (DE)
Exports of goods and 749
services (Xbs)
Imports of goods and 834
services (Mbs)
Net international reserves 269
(RB)

230 238 326 341 335 300 38 319

139 82 139 141 139 91 107 125
71 8 100 8 90 104 100 121

20 71 8 114 107 105 178 74

3.643 4.289 4.070 3.492 3.779 3.628 3.785 4.003

408 455

154 166
139 149

115 140

338

395

181
157

57

448 4.791 4.643

720 653 687 893 996 949 814 894 1.183 1.237 1.317

826 920 743 772 850 1.146 1.277 1.334 1.346 1.581 1.716

505 414 404 373 376 393 410 494 659 790 1.107

GNP 6.421 4.656 4.949 4.422 4.716 4.868 5.337 5.637 5.726 5.975 6.707 7.385

356

394

200
156

37

4.482

1.413

2.062

1.190

7.919

415

366

270
146

334

303

202
132

-31

85
249

53

349

306

213
136

-43

80
269

37

342

388

216
126

46

96
246

142

4.655 4.574 4.461 4.412

1.355 1.311 1.470 1.521

2.200 1.989 2.078 1.996

1.193 1.223 1.160 1.129

8.490 8.269 8.343 7.957
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Table 6. Variablesand coefficients of medium and long term external debt (millions $US) (continued)

COEFICIENTES OF INDEBTEDNESS (percentages) (2)

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

Before HIPC

SD/Xbs 331 292 256 348 254 229 206 253 275 247 255 256 253 30,7 255 237 225
DE/Xbs 440,1 506,0 657,1 592,1 391,0 379,3 382,4 464,7 447,8 378,5 387,3 352,5 317,2 343,4 349,0 303,4 290,1
SD/DE 75 58 39 59 65 60 54 55 61 65 66 73 80 89 73 78 77
TN/Mbs -16,7 24 7,7 11,7 148 126 91 140 55 86 89 33 18 -22 -16 -21 23
TB/Mbs 130 279 259 438 441 394 262 30,1 239 303 288 230 19,1 16,6 152 14,7 194
SD/TB 2282 91,3 70,2 734 664 681 651 537 769 71,7 69,2 856 905 1135 110,3 114,1 88,2
RB/SD 108,4 240,6 247,3 169,3 164,8 164,6 201,3 198,8 201,2 225,2 250,4 327,9 333,8 287,2 366,0 332,5 330,5
DE/PIB 51,3 78,2 86,7 920 740 776 680 671 699 749 714 629 566 548 553 535 554
TB/PIB 17 49 48 74 72 69 56 68 56 68 68 53 49 43 37 37 49
SD/PIB 39 45 34 54 48 47 37 37 43 49 47 46 45 49 40 42 43
After HIPC

SDH/Xbs 28,7 19,0 18,3 16,2
SDH/DE 84 55 60 56
TNH/Mbs -10 27 18 71
SDH/TB 106,2 824 88,1 634
RB/SDH 306,9 490,2 431,0 459,4
SDH/PIB 46 30 32 31

Sources. Central Bank of Balivia (BCB), Asesoria de Palitica Econdmica, Areadd Sector Externo
Notas. (1) Doesnot include HIPC debt relief
(2) the coefficients differ in relation to previous publications, owing to changesin GNP cal culations done by the National Statistics Ingtitute starting in
1998.
p = preliminary figures.
CEDLA, Statistics Section
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Table 7. Investment and external resour ces (indices at constant prices, Gl1 1990=100)
1080 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

External savings 133,23 5641 9239 9763 67,39 -1649 -37,39 -6241 -10,92 11,32 8,02
Exchangetermseffects 173,77 144,91 14533 15250 98,18 5345 5830 30,60 2347 2534 0,00
Debt repayment (Sk) -47,96 -39,10 -40,22 -50,96 -27,47 -38,83 -56,49 -44,27 -42,58 -48,09 -36,80
Transfers 8,46 4,59 4,44 13,02 6,62 832 1898 2086 29,87 27,73 28,69
(M-X) at constant -965 -0,02 -2431 -5337 -402 3826 4729 51,72 4126 11,23 9,17
prices

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 (p) 2001 (p)

External savings -43,03 -63,38 -8259 -56,12 -78,19 -6599 -6489 -5645 -61,95 -73,14 -8321
Exchangetermseffects -1551 -2551 -41,66 -5825 -51,92 -4881 -39,12 -3220 -43,03 -5228 -72,86
Debt repayment (SKk) -2463 -2064 -21,76 -21,00 -20,87 -17,03 -1242 -821 -1242 -16/49 -20,48
Transfers 22,16 26,12 24,14 3151 2514 2436 20,07 17,74 2443 2828 38,65
(M-X) at constant 1543 28,72 19,79 -487 -507 161 2150 3594 31,10 20,68 2,22
prices

Sources: Central Bank of Bolivia (BCB); National Statistics Institute (INE)

CEDLA, Statistics Section

22



Table 8. Internal savings (coefficients with respect to GNP, at 1990 prices)

23

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

INTERNAL SAVINGS 13,78 1244 1231 14,06 1331 1019 621 652 800 989 11,38
Exchangetermseffects 21,84 18,02 14,39 1398 1256 882 68 413 320 282 0,00
Net payments on -6,03 -48 -398 -467 -352 -641 -665 -598 -580 -536 -461
productive factors

Labor income 004 004 003 003 003 000 004 003 000 -004 -004

Direct investment -053 -043 -023 -067 -035 -091 -104 -029 -011 -0,31 -0,35
income

Portfolio investment 000 000 000 OO0 OO0 000 OO0 000 000 000 000
income

Other investment -554 -447 -377 -404 -320 -550 -565 -572 -569 -501 -422
income
Transfers 106 057 044 119 08 1,37 224 28 407 309 360
NATIONAL SAVINGS 30,65 26,16 23,15 2456 2321 1398 865 749 947 1045 10,37
Gross National Income 116,87 113,73 110,85 110,50 109,90 103,79 102,45 100,97 101,47 100,55 98,98

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
(P) (P)

INTERNAL SAVINGS 13,02 11,37 1226 13,69 14,72 1569 1553 1550 1349 13,63 13,20
Exchangeterms effects  -2,39 -4,07 -637 -760 -727 -7,78 -7,74 -7,79 -843 -899 -984
Net payments on 379 -329 -333 -274 -292 -272 -246 -199 -243 -283 -2,77
productive factors

Labor income -0,04 -003 -003 -003 -003 -002 014 023 022 025 029

Direct investment -032 -034 -041 -031 -035 -051 -097 -127 -1,73 -1,83 -2,17
income

Portfolio investment 000 000 000 o000 OO0 065 099 15 162 138 119
income

Other investment 344 292 -28 -241 -255 -283 -262 -251 -254 -264 -2,07
income
Transfers 341 417 369 411 352 3838 397 429 478 48 522
NATIONAL SAVINGS 1025 817 625 746 804 907 930 1002 742 667 582
Gross National Income 97,23 96,81 94,00 93,77 9333 9339 93,77 9451 9393 93,04 9261
Sources: Central Bank of Bolivia (BCB); National Statistics Institute (INE)

CEDLA, Statistics Section
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Table 9. Effective public investment by sectors (per centages) (1)

24

Sector 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
@ @ @ @ @ @A @
EXTRACTIVE 328 291 315 326 289 228 205 21,1 123 99 56 12 13 05 03
Mining o5 36 37 05 09 08 08 11 12 09 07 07 07 05 03
Gas and ail 323 256 278 321 280 220 19,7 199 110 91 49 05 05 00 0,0
PRODUCION 116 170 124 125 201 123 98 81 101 100 133 152 154 158 17,4
SUPPORTS
Agriculture 91 133 106 111 121 103 79 32 33 33 45 104 78 90 92
Industry o8 09 04 02 04 O5 03 02 01 01 10 08 08 10 09
Multi-sector 18 25 12 03 44 14 16 48 66 66 79 40 67 58 73
Other activities o0 02 01 09 33 02 01 00 OO0 00 00 OO OO0 00 00
INFRASTRUCTURE 453 452 450 365 42,1 490 520 457 423 394 361 350 334 348 36,0
Transport 31,9 344 355 21,3 268 320 369 371 310 329 31,3 303 302 31,1 316
Energy 79 63 67 76 124 132 73 64 87 52 34 30 22 23 24
Communications 54 32 17 67 17 29 69 13 10 00 00 OO0 OO0 00 00
Water resources 02 14 11 09 12 09 09 09 15 13 13 17 10 14 19
SOCIAL 102 8,7 111 184 88 159 176 252 354 40,7 450 486 499 489 462
Health 20 08 14 49 26 42 47 47 50 53 60 69 78 104 77
Education and 18 o7 04 01 O05 14 16 30 71 108 139 12,7 144 143 16,8
culture
Basic sanitation 40 40 76 1212 32 64 73 70 88 143 146 163 186 156 11,7
Urbanization and 24 31 18 14 25 39 40 105 145 103 106 126 91 85 101

housing

TOTAL 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
Fuente  Treasury Ministry, Viceministerio de Inversion Publicay Financiamiento Externo
Notes (1) From 1992 on Socia Investment Funds (FIS) are included

(2)  Execution projected by municipal governments
CEDLA, Statistics Section
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Table 10. Consolidated oper ations of the non-financial public sector (per centage of GNP)

Average 1980-2001 Average 1980-1985 Average 1986-2001

Total income 30,98 31,81 30,67
Recurrent income 29,67 31,51 28,98
Capital income 1,28 0,30 1,65
Total expenditures 37,24 46,41 33,80
Recurrent expenditures 28,61 35,81 2591
Capital expenditures 7,29 5,80 7,85
Recurrent surplus/deficit 0,17 -4,30 1,85
Global surplus/deficit -7,17 -14,60 -4,38
Net financing 7,17 14,60 4,38

Externa 3,14 2,73 3,30

Interna 4,03 11,88 1,08
Fuente: Treasury Ministry, Unidad de Programacion Fiscal

CEDLA, Statistics Section
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Cuadro 11. Consolidated oper ations of the non-financial public sector (per centage of GNP)

26

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

Total income 44,80 37,78 3575 26,00 21,29 2522 29,79 2532 26,29 28,08 30,78
Recurrent income 4431 37,15 3561 2582 21,12 2506 2861 2512 2545 2583 2894
Capital income 049 063 013 019 o017 016 118 020 08 149 18
Total expenditures 53,40 45,87 51,68 4578 46,72 3502 3253 3297 3255 3357 3514
Recurrent expenditures 4523 37,98 36,60 3343 3295 28,70 27,16 26,89 24,27 2516 26,88
Capital expenditures 816 654 666 494 447 405 537 608 779 838 827
Recurrent surplus/deficit -093 -083 -098 -761 -1183 -365 145 -1,77 1,18 135 206
Global surplus/deficit -860 -8,09 -1593 -19,77 -2543 -980 -275 -765 -626 -549 -437
Net financing 860 808 1593 19,77 2543 980 275 765 626 549 437

External 587 419 073 -151 267 441 646 248 459 203 245

Internal 274 38 1520 21,29 22,76 539 -371 517 167 346 192

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Total income 32,39 3315 31,16 3347 3240 3045 2951 31,17 31,85 3386 31,10
Recurrent income 30,69 3047 29,61 31,00 30,75 2806 2808 29,89 30,77 31,63 28,69
Capital income 1,70 268 154 247 165 239 143 128 108 223 241
Total expenditures 36,64 3752 3722 3645 3421 3236 30,28 31,92 3159 3310 32,76
Recurrent expenditures 2796 2750 28,04 2748 26,00 2420 2303 2491 2445 2599 24,73
Capital expenditures 868 1002 918 897 821 815 725 701 714 7,12 8,03
Recurrent surplus/deficit 273 297 157 352 475 38 254 098 220 1,14 -0,87
Global surplus/deficit -425 -437 -607 -299 -181 -191 -328 -476 -38 -375 -649
Net financing 425 437 607 299 181 191 328 476 38 375 649

External 325 384 505 367 360 251 274 283 230 197 29

Internal 099 053 102 -068 -1,79 -060 054 192 155 178 354
Fuente; Treasury Ministry, Unidad de Programacion Fiscal

CEDLA, Statistics Section
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Chart 1. Growth rate of fixed capital formation, 1960-2001
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Chart 2. GrossNational Product growth rates, 1960-2001
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