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INTRODUCTION

IN 1964, when Victor Paz Estenssoro was overthrown, the Bolivian
Armed forces shattered the apparent stability of regular presidental
elections which had been established by the National Revolutionary
Movement (MNR). Before the presidential office was filled tegally again
in 1966, bwo militar}-’ men exchunged power four times in o manner rem-
iniscent of the frequent changes in office between 1930 and 1932
During the 22 years between 1930 and the MNR’s victory in 1932, 11
presidents out of 16 served in an acting capacity (see Appendix H).

With the fall of the MNR some observers thought that institutionali-
zation of the Revolution in the Mexican stvle had been thwarted;
however, men who overthrew Paz protessed to be carrying forward the
ideals of the Revolution by eliminating bad government and corruption.
Other viewers took the position that institutionalization of a “move-
ment.” in contrast to a political “party,” was impossible and the collapse
of the NINR was inevitable,

Rather than speculate in political terms on the meaning of the MNR’s
rise and fall, we suggest that one look at economic aspects of Bolivian
development during the last third of a century in order to take into
account the pressures and forces which have influenced pelitical action.
While political studies are important, the financial struclure which
interacts with and is generated by politics is especially significant for
purposes of political analysis. Although Bolivian political action bhas
been investigated by Robert ). Alexander, and social and economic
aspects of development have been traced in pioneering works by
Richard W, Patch and Comelius Zondag.! systematic statistical unaly-
sis of financial structure and state policy has been lacking,

Anulyzing Bolivia’s financial affairs, we are concerncd with the
impact of inflation in Bolivia after 1930 and its relation to the Revolution
that bcgun in 1952, Thus, interpretation of economic growth under the
MNR, especially as inflnenced hy the U.S. Agency for International
Development (USAID) together with the nature of Central Government
expenditure, provides a context for understanding political activity,
In discussing the nature of and patterns in Bolivian Central Govern-
ment expenditure, we may see the problems of de\-'(zInp] nent with which
Bolivian politicians have been contronted. Because this study is inter-
ested in policy of expenditure, emphasis has been placed upon budget—
ary matters rather than upon policy of taxation, which is discussed here
only tangentially,

Since this is a4 specialized study of Bolivian affairs, the reader should
not expect a {ull discussion of Bolivian historicul development after
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analysis may well prove to be a serious problem if such an approach is
continued without moderation.

In analyzing Bolivia's financial affairs, we are concermed with identi-
fving historical patterns and with assuring that comparative data for
different historical times will be available. In this light we ofter criticism
of prograwm budgeting, which is being sponsored by some United Nations
experts as the latest method in state planning.? In addition, positive
recommendalions are offered for the Bolivian government concerning
the maintenance of time series, which must be continued and not sup-
planted if state planning is to be workable,

If the problems of achieving political stability in Bolivia are to be
understood, it iy necessary to examing financial processes as one impor-
tant aspect influencing polilical action. If politicians themselves are
not fully aware of financial factors which influence them, there is little
possibility that they can effectively manipulate their enviromment to
achieve political stability. In any case, whether or not Paz and the MNR
might return to power or whether or not the post—196'4 governments
can rule in the name of the “Purified Revolution,” the successhil govern-
ment of Balivia will depend in a large measure upon breaking the mold
of state action established in 1945,
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Three dots (. .. ) indicate that data are not evaiuble.

‘Three dashes { - - - }indicate that the magnitude is zero
or negligible (less than .05).

Twa dashes (- -] indicate that the item or category
does not apply.

A minus sign ( — ] before a figure indicates a deficit or
a decrease in magnitude.

An asterisk ( * ) is used to indicate partially estimated

figures.

Note

The terms “U. 8. Aid” and “"USAID” are used inter-
changeably in this study for discussing programs of the
7. 8. Agency for International Development. For dis-
cussion of a “wastage overhead factor” in the efficiency
of USAID activity {und Bolivian Central Government
programs), see Appe ndix O.
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heen given much greater freedom in establishing their own programs of ex-
penditure and have consequently been less susceptible to the normal process
of coordination that the budgetary procedure should ensure. We feel that, in
present circumstances, this may prove more of a disadvantage thun advantage
since a primary object of the govermment’s planning for development is to
improve coordination.3®

In order to develop planning in Bolivia, post-MNR governments
not only completely shifted to program budgeting beginning in 1963 (so
that expenditure is shown by function alone rather than by ministry and
by funetion within ministry), but in 1966 decentralized agencies were
incorporated into the same financial statement {as in the United States
beginning in fiscal year 1969).# Thus, though apparent progress has
been made in clarifying the role of the public sector, several scrious
problems remain. First, if this integration of finances means that the
executive is still unable to control autonomous agencies because they
retain power of projectioms and audit of accounts, as in Mexico, then
state planning remains limited. Also, if program budgets exclude tradi-
tional analysis of expenditure by ministry then no comparison of Boliv-
1an projected and actual expenditure prior to and after 1963-1966 will
be possible. Unless a way can be devised to separate Central Govern-
ment expenditures from those of decentralized agencies, a break in
Bolivia’s time serics data on governmental policy means state planning
may lack historical relevance. In contrast, Mexico successfully has
added functional analysis and presentation of decentralized accounts
to traditional analysis of expenditure by ministries in order to maintain
historical series for investigation of long-range developrents while
adding new analyses.

The relation of Central Government expenditure, major decentralized
agency outlay, and contributions of USAID to Gross Demestic Product
are offered in Appendix B. It is necessary to note that these relations
are only rough approximations of comparability for vears in which data
are available (1958-1965).41 We have not deducted for transfer payments
among the three sectors, primarily because USAID computations are
reported in fiscal vears and Bolivian reports are based on calendar
years. Central Covernment expenditures have always amounted to
about 8 to 10 per cent of GDP. Major decentralized outlay (for mining,
oil, and railways only) reached almost 25 per cent in relation to GDP
in 1958 but has declined steadily since 1961 to 16 per cent in 1966, This
rate of chunge makes sense in light of Paz Estenssoro’s policy of en-
couraging the return of private enterprise which fled Bolivia after 1952,
USAID’s role in relation to GDP has always been under 8 per ceut,
and fiscal year 1964 would appear to be no exception if the data are
adjusted for Bolivia’s calendar year.
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INTRODUCTION

IN 1964, when Victor Paz Estenssora was overthrown, the Bolivian
Armed forces shattered the apparent stability of regular presidental
elections which had been established by the National Revolutionary
Movement (MNR). Before the presldentldl office was filled legally again
in 1966, two military men exchanged power four times in a manner rem-
iniscent of the frequent changes in office between 1930 and 1952,

During the 22 years between 1930 and the MNR’s victory in 1952, 11
presidents out of 16 served in an acting capacity {sec ipp(’ndn H.

With the fall of the MNR some observers thought that institutionali-
zation of the Revolution in the Mexican style had been thwarted;
however, men who overthrew Paz professed to be carrying forw: rard the
ideals of the Revolution by eliminating bad government and u‘;rruptlon
Other viewers look the pOblthll that institutionalization of a "move-
ment,” in contrast to a political “party,” was impossible and the collapse
of the MNR was inevitable.

Rather than speculate in political terms on the meaning of the MNR's
rise and full, we suggest that one look at economic aspects of Bolivian
development during the last third of 4 century in order to take into
account the pressures and forces which have influenced political action.
While political studies arc important, the financial structure which
interacts with and is generated by politics is especially significant for
purposes of political analysis. Although Bolivian political action bas
been investigated by Robert J. Alexander, and social and economic
aspects of development have been traced in pioneering works by
Richard W. Patch and Comelius Zondag," systematic statistical analy-
sis of financial structnre and state policy has been lacking.

Analyzing Bolivia’s financial aftairs, we are concerned with the
impact of inflation in Bolivia after 1930 and its relation to the Revolution
that began in 1952. Thus, interpretation of economic growth under the
MNR, especially as influcnced by the U.S. Agency for Intemnational
Development (USALD) together with the nature of Central Government
expenditure, provides a context for understanding political activity.
In discussing the wnature of and patterns in Bolivian Central Govern-
ment expenditure, we may see the problems of development with which
Bolivian politicians have been confronted. Because this study is inter-
ested in policy of expenditure, emphasis has been placed upon budget-
ary matters rather than upon policy of taxation, which is discussed here
only tangentially.

Since this is a specialized study of Bolivian affuirs, the reader should
not cxpect a full discussion of Bolivian historical development after
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analysis may well prove to be a serious problem if such an approach is
continued without moderation.

In analyzing Bolivia’s financial alfairs, we are concerned with identi-
fving historical patterns and with assuring that comparative data for
different historical times will be available. In this light we offer criticism
ol program budgeting, which is being sponsored by some United Nations
experts as the latest method in state planning.® In addition. positive
recormmendations are offered for the Bolivian governient concerning
the maintenance of time series, which must be continued and not sup-
planted if stale planning is to be workable.

If the problems of achieving political stability in Bolivia are to be
understood, it is necessary to examine financial PrOCesses as one inpor-
tant aspect influencing political action. 1f politiciuns themselves are
not fully aware of financial factors which influence them, there is little
possibility that they can effectively manipulate their environment to
achieve political stabilityv. In any case, whether or not Paz and the MNR
might return to power or whether or not the post-1964 governments
can rule in the nwne of the “Purified Revelution,” the successlul govern-
ment of Bolivia will depend in a large measure upon breaking the mold
of state action established in 1945,

Xy



List of Symbols

Thiee dots { ... }indicate that data are not acailable.

Three dashes ( - - - ) indicate that the magnitude is zero
or negligible (less than J05).
Twu duashes (- - indicale that the item or category

does not apply.

A minus sign { — ) before a figure indicates a deficit or
u decrease in inagnitude.

An asterisk { ° ] is used to indicate pertially estimeted

Sfigures,

Note

The terms “LL5. Aid” and "USAID” are used inter-
changeably in this siudy for discussing programs of the
1.8 Arency for International Development. For dis-
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THE IMPACT OF INFLATION

THE wWORLD DEPRESSION after 1929 stimulated many countries, including
Bolivia in 1931, to begin to measure cost of living. Unfortunately the
advent of the Chaco War in 1932 curtailed the recording of price levels,
but in 1936 the work of Bolivia's statistical agency was resumed and the
same sample of prices for that year showed a 217 per cent increase when
compared to prices of 1931, or a 26 per cent compound annual growth
for each of five vears. A constantly high yearly inflation thereafter set
the stage for changes in financial policy which were to converge in 1945,
Data used in the cost of living index are for La Paz. Though data are
available in recent vears for departmental capitals, the index for La
Paz is the only one going back to 1931; the Bolivian Statistical Agency
has not developed an index for the country as a whole due to weighting
problems in the sample.* Therefore, we use the index for [.a Paz which,
in any case, dominates the economic life of the country.

Though the cost of living shown in Table 1 and Graph 1 dropped
appreciably during 1943-1944, it is clear that the Villarroel government,
which took office in 1943, was under great pressure to relieve social
tensions accumulated over a 14-year period. Obviously this stress was
a key factor in the thinking of Victor Paz Estenssoro, for protest which
culminated in the policies of the Villarroel government of the mid 1940's
rejected the argument that sound economic policy decried state inter-
vention in national affairs, The result was an attempt to ameliorate
social problems caused by inflation und compounded by the aftermath
of the Chaco War. lronically, once the Bolivian Revolution came to
power — from 1952 to 1964 — it had to maintain a rate of social and ad-
ministrative expenditure which precluded the making of economic ex-
penditure necessary to escape from inflation.

It is interesting to note that the Revolution of 1952 coincided with a
new surge of inflation beginning in 1950. Inflation, of course, could not
automatically cause a full-scale social upheaval, for many countries in
Latin America lived with inflation as a fact of life without revolution
during the same years. Given the dramatic rates of change in the price
index, however, the conscrvative governments, which sided with the
“tin oligarchy” without seeking to alleviate economic causes of social
stress in Bolivian society, inevitably lost support among the middle
sectors, government bureaucrats, and workers who make up the bulk
of the economically active sector of the country’s population.

If current theorizing about revolutions by Jumes C. Davies is relevant,

3



GRAPH 1
Annual Percentage Increase n
Cost of Living. La Paz. 10931-19606

[2:17) o

60—

40—

120

100

80—

4G —

20—

a—.’h
0;|11l|11|I|1|111L|1lt|1|l||1i1i1_/:\(

1931 1935 1940 1945 1950 1956 1960 1965

Dotted line indicates estimate based upon cempound

annual growth rate in the Cost of Living Index.



TabLE 2

Estimated Gross Domestic Product
1950-1966

Millions of Dollars

Deflated for 1958 Percentage
Yeur Prices4 Change
1930 355.9 .
1951 378.6 G.4
1952 387.8 2.4
19533 343.7 —114
1054 346.2 i
1955 3713 73
1956 354.% —4.4
1657 342.9 — 3.4
1655 353.7 3.1
1939 3527 -3
1560 367.7 4.3
19651 3735 2.1
1942 396.5 5.6
1463 421.9 6.4
1964 442.2 4.8
19635 467.1 5.6
1966 496.7 6.3

aFor per cupita figures see Table 10; Far sectora] analyses see Appendix 1.

Sources: 1950-1937, Bulivia, Plar Nacional dv Desarroflo Bcondmics & Social, JOE2-1971,
Hesumen fLa Pag: nopa 19611, 304, 1958-1863, RBolivia, Secretaria Nacional de Plamfcacidn y
Covedinacian, Cuerstas NMacionales Je Balivia, JT855-1563 (Lu Tur: Editarial Tacsdaali, THEEY qod
USAIND/Bolivia, Economie and Progeam Stabistics T (1965 4 1904-1966, [USAIL  Balivia, Feoo-
nomic ated Progrem Sfatistioy 8 (1968) 6,

Development ot the Bolivian economy has been very uneven. Ap-
purently national economic life was in a very healthy condition during
1951, a vear that brought a 6.4 per cent increase in GDP. Although
1932, the vear of the Revolution, featurcd a decrease in economic
activity, not until the disastrous year of 1953 did the effect of economic
decline (and low tin prices discussed below) hit the nation. Beginning
in 1934 Bolivia recovered somewhat from a decrease in GDP of 11.4
per cent tor the previous yeur, but the great inflution ot 1956-1957 was
accompanied by a contracting economy which wiped out any gains. In
1957 the country reached the lowest point in productivity since 1950.
Only in 1960 did the econamy recover, and not until 1962 was the 1952
output surpassed.



beenme even more important during the Kemnedy administration
because of Castro's rise to power and conversion 1o Communism, The
U, Sowas determined to preventany change in the nature of the Bolivian
Revolation.'!
A pattern of increasing American cotmitment to Bolivia may be seen
v Appendix A, This data includes funds administered by the T. S,
Ageacy for Inlermational Development iNovember 1961- vand its
pl'c‘tlt,u‘smr agencies (Economnic Cm)p(-r-ltion Administration, 194%-
1951, Mutual Sue urity Agency, 1951-1953; Foreign Operations Adminis-
tration, 1953-1955; Inr(*m.mmml (f}(;pelatlon Administration, 1955
1961 and the Development Joan Fund, 1957-19611

The small techinical assistance project bemm by the UL S, in 1942
WS r‘xp:md(‘d into a mammoth assistance progran beginning in 1954.
Thrust of U. 8. obligations emphasized grants until the late 1950's, but
since 1963 loans have become most important. Obligations of Food for
Peace under Public Law 450 reached peaks in 1935 and 1863, with new
obligations declining during the periad 1958-1960.

Though U.S. conmnitments reached high figures, notably in 1955
and 1962-1964. and undouhtedly gave the MNR confidence, it is impor-
tant to consider the effect of snch assistanee on Bolivian des elopment.
It ail of this aid had gone fur cconomic development, Bolivia might
have experienced acceleraled economic growth in spite of the Revolu-
tion’s frozen policy of social exp(.‘nditurc. An important share of this
aid, however, supporled non-cconomic activity,

‘Table 3 shows a functiona! breakdown of the actual expenditure af
prugrams administered by USATD/Bolivia for technical assistance
and development grants and loans, us well as cash and other grants
financed throngh generation of local currency under sales of agricultural
camrmodities \]’Ilh[lc Law 480, Titie 1), This ana[\ sis by type ol expendi-
ture also containg donations of surplus commodities to \Ulunlal} relief
agencies, grants for economic development, and dollar loan credits from
the sale of commaodities mder Public Taw 480 (Titles 111, 11, and 1V,
respectively i Soctal Progress Trust Funds. Export-Tmport Bunk loans,
Pewce Corps, and militury assistance iincluded in Appcndix Al ure
excluded from Table 3 because they arc not administered by USAID.'2

The reader should note that since USAID has developed a compli-
cated aceounting svstermn and a series of categnries which are very diff-
cult to d(lnmmter, and since accounts have been constantly revised,
USAID/Washiugton and USAID/Balivia show (‘()nﬁu,tm;, amounts
obligated and actually spent. In fact. both Washington and La Paz
cach have several sets of fipures on expenditure. Table 3 is based upon
USAID's latest puhlished revision wiich contains the only historically
consistent and meaningfu! functional analysis avuilable.’?® (Obligations

g



presented in Appendix A are taken from Washington sources which
present the only consistent and revised analysis available for total
authorization b) vear.) Because we have no revised yearly series, and
because 1961 pl’()\]d("i a natural watershed with the beginning of the
Aliance for Progress and transition 1o the Agency for International
Development as the U.S.s organization responsible for foreign assist-
ance, figures in Table 3 are presented for two periods: 1942-1961 and
1962- 196{) In order to present a consolidated account, local currency
has been converted to dollars by using a weighted average ew,h.mge
rate of boliviunos to the dollar for both periods. Since yearly local
currency totals for the first perind were unmavailable, an exchange rate
calculated by the U.S. Operations Mission has been adjusted to inclade
1961 and arrive at average value.!'* The major problem with Hgures in

Table 3 ceflects inconsisteney in functional analysis by USAID: dollar
accounts are presented in terms of obligations “and Tocal currency in
tevms of dishursements. Fostunately, however, obligations and E“(pt‘l‘ldl-
tures are approximately equal. {Data on disbursements of dollar de-
velopment louns, excluded from USAID's functional analvsis, arc
available and are classified under economic expenditure.}*” Though
these estimates apparently have a high probability of reliability,’® the
reader should note that the data are not necessarily finn but are pre-
sented to reveal trends of expenditure,

During the first period ending in 1961, U.S. aid was distributed
heavily in favor of snciul expenditure, with 16.0 per cent of total outlay
going for direct social matters and 31.4 per cent for hudgetary support
of the Bolivian Central Government’s sociul revolution. Between 1962
and 1966 budgetary support fell to 21.1 per cent of expenditure and
direct social assistance fell to 10.3 per cent. Though economic outlay
gained at the expense of social emphasis, however. 43.5 per cent of U.S.
aid still suppaorted non-economic functions.'?

As USATID Economic Advisor Jacob P. Meerman noted in late 1966:

Through 1964 the mujor element in USAID’s program was providing resources
1o cover Belivia’s publie sector deficit. It was an era of disinvestment with a
vengeance, an economic couconinitant at the prefound social upheaval fol-
lowing a real revolution, and the weak disorganized government came with it.
Putting an end to the deficit became an overwhelming concem [of the)
Solomon Strategy . . . in the USAID program.

The share of the U.S. expenditure {excluding programs not adniinis-
tered by USAID) devoted to direct budgetary support of the Bolivian
Central Government is shown in Table 4. Direct budgetary support was
begun in 1957 in order to help Bolivia’s stabilization program; and in
that year it coustituted 27.2 per cent of the U.5. allocations. In 1960 this
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of U.S. budgetary assistance: for the nest four yeurs the fgure ranged
from 229 to 29.3 per cent. The pattern was broken it 1963 atid the 5}}‘118
of USAID quickly decreased thereafler o hebween 41 and 7.7 per eent
of Central Goverunent revenne, Though USALID tried to channel
budgetary support inte selected programs. particularly economic, the
Bnh\mn government usually was free to use the monev as it wished,
and in uny case Bolivia's own tunds were reiease «d for frosh deplovinent
tomert social demnands.

n a large measure, aid to Bolivia should not have been labeled
“cconanmiic wssistance.” Of the 275.9 million dollurs dishursed by the
U. 8. from the inception of programs through 19642 between one- “third
and oue-half ot all grant and loan assistance consisted of shipments of
agricultural cotnmeditics to Belivia® Economically. redistribution of
land under the Revolution often resulted in a shift from production for
market by large land holders te production for subsistence and roral
consumption b\ small lundholders. Thus. with resultant food shortapes
in the cities, Milton Eisenhuwer saw eme rgeucy shipments of surplus
agricaltural commaditios to Bolivia as saving the conntry from starva-

TavLE D

Shure of Bolivian Central Government
Revemne Contriluted v USAITD. 1937-100603

Bilfions of Bofivianes

Celonder Income USATID USafp
Yeur in Billions Shiren Per Cend
1657 267.0 3.5 320
FU3H 297 4 76 2E.0
1654 4425 100.3 243
19RO 3404 ka3 3349
1961 413.4 J103.5"8 25.3
1962 1349.2 82 /b 18.0
1963 4394 G3.0 14.8
1963 A541 128 7.7
L9635 FEYR.& 30.04 4.1
1964 c83TOY 3444 ® 11

Local enecney Cconnterpuart fumla
PInelides extruntdinary boan.

CBolivia, Piceccron Goweral e Fatadistica, Batetin Foteddistion G2 110667 5.0, 19686 5 pragected
income,

FAmrmnd enven in USAID Bahivia Eonaonge and Progrowe SEgristien 8§ (1865) 25,

Souvree: Tnegime v presewted i Balivia, Contoadoria General, Sommao sy Aceonant Books, see
Appendix F.
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grouped by type of emphasis (see Appendix M) Full rationale for this
kind of cmal\ sis has been presented by the author in a study which
investigates pohu in the Mexicun RmOhit[Oln** Though analysis of
expenditure in econumic tenns is not possible because governmental
accounting involves the “gencral vice of not separating current outlay
from capital expenditures.”™® this problem does not aftect the present
study which is interested in political analysis of types ot expenditure,

Examination of budgets auwd actual expenditurcs in Bolivia, as in
Mexica, ofters a test of ideology. Since politicians may promise all
things to ull people, and claim the\ are fulfilling all promlac‘s it is fruitful
to investipate the expenditure of funds. A govermment's expenditure
comes to 100 per ceat and the components of such outlay may be cate-
gorized guantitativelv to demonstrate the nature of ideology as it is
expressed in practice,

Social expenditure includes contributions to international and foreign
agencies working in Bolivia. funds for housing and public welfare,
and allocations to the Ministries of Education, Labar and Soctal Secu-
rity, and Peasant Affairs. In this analysis of expenditure, for example. all
uutla.) necessary to make the \luustn of Education function {saluries,
equipment, construction, etc.) is inchided as an educationa) expense,3°

Economic expendntur:, encompasses funds for agrarian reform, publ:c
works, communications, agriculture and livestock, celonization, and the
Ministries of Mines and Petreleum and Ecenomy. [n addition, economic
Cxpcnditur{' includes truansters to decentralized agencies like the Boliv-

ian Development Corporation, subsidics to industry and commerce,
and paynients to such programs as run by the Aarlculturctl Service.

Administrative expenditure includes funds expended by the Con-
gress, Judiciary, Presidency, Foreign Office, Treasury and Audit De-
partents, and Ministry of Covernment and Immlgmtwn Military
outlay, pavments on the public debt3 and retiremment contributions
are g.,rouped here as they also are activities which maintain the state
from dav to day rather than stimulate social well-being and cconomic
activity. Bolivia’s subsidy to the Catholic Church has continued as an
administrative expenditure of the Central Government in spite of the
social revolution which has reshaped natiunal lite. Since MNR revolu-
tionists did not feel that the Church was a power which threatened
their ideals of national integration, they did not challenge its position.3*
The President’s special reserve funds for classified activity and the
Electoral Court are alse grouped under administration.

There are some special cases of categorization which deserve com-
ment. The fund for State Obligations originally encompassed debts and
progrums with funds earmarked for required payments. Between 1936
and 1964. however, this category immediately came to represent one of
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in the first instance; in the second he has no budgetary authority and
hence very little power to integrate these awtonamous aecounts o
state p]annmy_‘ Trust funds. for example, aye exempt from executive
influence precisely because interest groups wish to tuke programs oul
of the political sphere. In Bolivia this resulted in a very cumbersome
systetn T w hu,h sinall yearly contribution to handreds el fundy limited
the executive’s ability to meet special capital needs of any particular
fund.

Decentralized agencies such as the Bolivian Development Corpora-
tion wnd the Bolivian Mining Corporation (COMIBOL) are excluded
from this analvsis for the same reasons as given above, CO\IIB()L oper-
ated with a deficit, instead of producing dividends for aiding national
economic diversification as the MNR had hoped.3 Not only was tax
revenne from mining lost to the p povenunent after vxpropriation of the
large tin mines in 1932, but the Central Government had to contribute
subsidies to the mines out of its own income.® Only since 1964 has
COAMIBOL ceased to operate with a deficit,

With decentralized agencies and trust funds excluded from analysis, 3
limits on this study are clearly aimned at establishing the inanipulatable
climate of Central Government activity in which the public and private
sectors miust operate.® Though the Central Government, of course,
is not solely responsible for Bolivian developments, it does sct a tone
and atmo»phen in which national developrents are based,

Interestingly, in the past. the chiof executive of Bolivia, like the chief
of stale it Spain, has not cantrolled directly the major agencies tvolved
in economic development because of decentralization of economic
activity. Thus, though important ecanomic pelicy has been exclnded
from pohtu,s, s0 too has the executive’s power to resolve national prob-
letns beea greatlv limited. While un one hand such arrangements may
be healthy in preventing the development of a monolithic state, on the
other hand the comments of the Mission to Spain of the Internativnal
Bunk for Reconstruction and Development are quite applicable to
Bolivia. In noting that antonomous agencies should either be brought
directly under the control of the governmeat in regard to finances (in
the same way that a private company is accountable to sts shareholders)
or reintegrated into the government, the Mission found that while there
may well be some cases where a measure of autonomy is desirable, the
case for reintegration is a strong one, In sum, they have written that
while the case for autonomy rests on a number of arguments, including
fewer complications in promoting warthy stafl or letting ol conteacts,
the answer to such problems:

should be an improved systern within the central administration, not the crea-
tion of agencies with more flexible rules. Autonomous agencies have, typically,
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INTRODUCTION

Ix 1464, when Victor Paz Estenssoro was overthrown, the Bolivian
Armed forces shaitered the apparent stability of regular presidental
elections which had been established by the National Revolutionary
Movement (MNR). Before the presidential office was filled legally again
in 1966, two military men exchanged power four times in a manner rem-
iniscent of the frequent changes in office between 1930 und 1939.
During the 22 years between 1930 and the MNR’s victory in 1952, 11
presidents out of 16 served in an acting capacity (see Appendix ).

With the fall of the MNR some observers thought that institutionali-
zation of the Revolution in the Mexican st’\-'le' had been thwarted;
however, men who overthrew Paz professed to be carrying forward the
ideals of the Revolution by eliminating bad government and cormption.
Other viewers took the position that institutionalization of a "move-
ment.” in contrast to a political “party,” was impossible und the collapse
of the AINR was inevitable.

Rather than speculate in political terms on the meaning of the MNR’s
rise and fall, we suggest that one look at economic aspects of Bolivian
development during the last third of 4 century in order to take into
account the pressures and forees which have inHuenced political action.
While political studies are important, the financial structure which
interacts with and is gencrated by polities is especially significant for
purposes of political analysis. Although Bolivian political action has
been investigated by Rebert ], Alexander, and social and economic
aspects of deve]opmcnt have heen traced in pioneering works by
Richard W. Patch and Cornelius Zondag,! systematic statistical analy-
sis of financial structure and state policy has been lacking.

Analyzing Bolivia's finuncial affairs, we arec concemed with the
impact of inflation in Bolivia after 1930 and its relation to the Revolution
that began in 1952, Thus, interpretation of economic growth under the
MNR, especially as influcnced by the U.S. Ageney for International
Development {USAID) together with the nature of Central Government
expenditure, provides a context for understanding political activity,
In discussing the nature of and patterns in Bolivian Central Govern-
ment expenditure, we may sce the problems of development with which
Bolivian politicians have been confronted. Because this study is inter-
ested in policy of expenditure, cinphasis has been placed upon budget-
ary matters rather than upon policy of taxation, which is discussed here
only tangentially,

Since this is a specialized study of Bolivian affairs, the reader shou!d
not expect a full discussion of Bolivian historical development after
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1930, especially in regard to the complex social results of the Chaco
War and the Revolution. We recognize in the latter case, for exarple,
that expropriation of the tin mines, universal suffrage, land reform,
new labor laws, and changed political environment have dramatically
altered Bolivian life. Also it is upparent that the causes of the MNR's
risc and fall are numerous and convolute. Nevertheless the scope of
inquiry has been delimited.

Though Pas Estenssoro, a professor of economics, began his rise in
politics with the foundation of the National Revolutionary Movement
in 1941, he did not consolidate his position in the exceutive branch of
government until his second period us Minister of the Treasury {Janunary
1, 1945-July 19, 1946) in the Cabinet of President Gualberto Villarroel.
]he veur 1945 was crucial in determining the nature of Paz’s victorious
Revolution after 1952 because a pattern of social expenditure (in con-
trust to cconomic expend}ture),2 mnergg.d which, in a sense, was 1o
freeze the concept of state action for at least the next twenty years. This
upheaval in state policy dating from 1945 must be analyze » as contri-
buting to Paz’s rise to presidential power in 1952 and his fall in 1964.

Development of frozen budgetary policy in Central Government
expenditure had roots in the early years of the twentieth century and
has affected all subsequent Bolivian history. The crisis of world depros—
sion after 1929 and Bolivia's part in the Chaco War from 1932 to 1935
created stresses and strains which in part were resolved by Pars’s fi-
nancial program of 1945, The Paz program may have been socially
necessary, given inflation, but its repercussions caused a prohlcm for
the Revolutionary government from 1952 to 1964 in that with American
foreign aid theoreticeill}-' assurning the burden of economic expenditure
in Balivian affairs, the Revolution was never forced to assert national
authority in stute planning.

The Bolivian Revolution was underlaken with the belief that rational
state planning is a possible and necessary concommitant of national
socio-economic development. U nfortunite]}, financial analysis which
would make effective state planning a realily was not p{)sslble for two
reasons. First, andits were not published so that planners could under-
stand what the government was doing with its income. Second, the
traditional form of the budget and audit figures was maintained with
little change after the Chaco War and this mcant that financial figures
were basically unintelligible. It is no wonder that in 1961 President
Paz accepted the ideas of the United Nations budgetary experts re-
garding the implementation of “program budgeting.” A shift from
administrative budgeting to program budgeting was not fully complete
until after Paz fell from power, but the effect on long-term historical
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analysis may well prove to be a serious problem if such an approach is
(nntmu(‘d without moderation.

In analvzing Bolivia’s financial affairs, we are concerned with identi-
f\«m;_, }mtmlc 1! patterns and with assuring thal comparative data for
different historical times will be available, Tn this light we offer criticism
of program budgeting, which is being sponsored by some United Nations
experts as the latest method in state planning.? In addition, positive
rceommendations are offered tor the Bolivian government concerning
the maintenance of time series, which must be continued and not sup-
planted if state planning is to be workable.

If the problems of achieving political stability in Bolivia are to be
understood, 1t is necessary to examine financial processes us one impor-
tant aspect influencing political action. 1 politiciaus themselves are
not fully aware of inancial factors which influence them, there is little
possibility that they can effectively manipulate their environment to
achieve political stability. In any case, whether or not Pax and the MNR
might return to power or whether or not the post-1964 governments
can rule in the name of the “Purified Revelution,” the successtul govern-
ment ol Boliviz will depend in a large measure upon breaking the mold
of state action established in 1945,
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List of Symbols

Three dots (... ) indicate that data are not availab e,

Three dashes { - - - ) indicate that the magnilude is zero
or nepligible (less than 05),

Two dashes (- -1 indicate that the item or category
does not apply.

A minus sign { — ] betore u figure indicates a deficit or
a decrease in magufmd e,

A asterisk (% 1is used to indicate purtially estimuted
Ffgures.

Noie

The terins “U. S, Aid” and "USALID” are used inter-
changeably in this study for discussing programs of the
U8, Agency for International Decelopment, For dis-
cussion of a “wastage overhead factor” in the efficiency
of USALD activity (and Bolivian Central Covernment
programs), see Appendix O.
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THE IMPACT OF INFLATION

TrE wORLD DEPRESSION after 1929 stimulated many countries, including
Bolivia in 193], to begin to measure cost of living. Unfortunately the
advent of the Chaco War in 1932 curtailed the recording of price levels,
but in 1936 the work of Bolivia's statistical agency was resumed and the
same sample of prices for that year showed a 217 per cent increase when
compared to prices of 1931, or a 26 per cent compound annual growth
for each of five years. A constantly high yearly inflation thereafter set
the stage for chdng}es in financial policy which were to converge in 1945,
Data used in the cost of living index are for La Paz, Though data are
available in recent years for departmental capitals, the index for La
Paz is the only one going back to 1931; the Bolivian Statistical Agency
has not developed an index for the country as a whole due to weighting
problems in the sample.* Therefore, we use the index for La Paz which,
in any case, dominates the economic life of the country.

Thuugh the cost of living shown in Table 1 and Graph 1 dropped
appreciably during 1943-1944, it is clear that the Villarroel government,
which took office in 1943, was under great pressure to relieve social
tensions accumulated over a 14-year period. Obviously this stress was
a key fuctor in the thinking of Victor Paz Estenssoro, for protest which
culminated in the policies of the Villarroel government of the mid 1940
rejected the argument that sound economic policy decried state inter-
vention in national affairs. The result was an attempt to ameliorate
social problems caused by inflation and compounded by the aftermath
of the Chaco War. Iromically, once the Bolivian Revolution came to
power — from 1952 to 1864 — it had to maintain a rate of social and ad-
ministrative cxpenditure which precluded the making of economic ex-
penditure necessary to escape from inflation.

It is interesting to note that the Revolution of 1952 coincided with a
new surge of inflation beginning in 1950. Inflation, of course, could not
automatically cause a full-scale social upheaval, for many countries in
Latin America lived with inflation as a fact of life without revolution
during the same years. Given the dramatic rates of change in the price
index, however, the conservative governments, which sided with the
“tin oligarchy” without seeking to alleviate economic causes of social
stress in Bolivian society, inevitably lost support among the middle
sectors, government bureaucrats, and workers who make up the bulk
of the economically active sector of the countty’s population.

If current theorlzlng about revolutions by ]ames C. Davies is relevant,
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the Revolution of 1932 should have come as a result of a1 sudden deteri-
oration of the social and economic situation after a profonged period
of improvement which awakened popular expectation for change in
levels of living, Davies's concept, which svnthesizes and cluborates
ideas on cause of revolution by Marx and De Tocqueville, does find
some support in the Bolivian experience.® Vable 1 shows thatthe ¢ general
Increase in cost of living had been relatively low by post-1931 Bolivian
standards for 6 vears prior to un upsurge after 1950, Also, the situation

TasLe 1

Cost of Living in La Pas, Index Numbers and Rate of Change,
1931-1966%

Cooonerad Cenerad
Cast of Living  Per Cend Cost of Living Per Coent
Year (1937 ==7001  Change Yonr (1931 = {06, Cheongre
IRIRY 100 - 1949 2794 5
1932 b °126 °26G [ 45t 3,426 23
1933 b ¢1359 °26G 1951 4,363 33
19340 #2010} *326 14952 3,664 24
14935b 252 °26 14953 11,412 1M
1936 317 °36 1454 25,613 124
1937 361 11 1953 46,102 B0
1938 162 28 1456 125 518 179
1939 626 36 14957 276 4585% 115
1940 THY 28 1455 283,108 3
194} { LT a7 14954 341,000 20
1842 1,331 32 1460 351,444 12
18143 1,568 15 19G1 107,522 7
14944 1.6849 & 1962 431,483 f
1545 1.8249 & 1963 428,433 -1
1546 2045 12 1464 471 Kl 10}
1947 2345 15 1965 458,575 3
14948 2,398 10 1966 319,080 T

A EA1-1936 data are for December anly, THAT-1949 duta are for Tomonth averave (e, 1957 is
svierage for December 1936 gl Thecernber 19370, TH30-1 966 Juta are for ]"—munth AVETUEE
[ Januwarv-13ecember ],

TEstimates hased npon compoed annnal mrasdh eate,

Senrce: THIT-194% data are from Bolives, Threceion Nuacional de Estadistica v Cinses, Bofetin
Estadistive 8O {18570 5; 19301964 datn are from Bolivie. Direceidn Ceneral de Fastadistion v
Censos, Sofetn Patadistion 90 (1964 52; TH5-1966 data are calenlated Tram ihid., 92 (1966 )
FEA0 s expluinee in Table 7. Toddes includes 33 dtems representiog cost of food, clothing, (el
howsing, and diverse conswreser items (see, for example, Balivia, Dir Py Gremernl de Estaclistica
v Censas Anuarle fde] Fotgdicg iy innncivray p Costo oe Vida JUR T CF short-run price dndeses
prepared by the sione ey nb 1w bases of T936, 1853, and 1957, The latber is diseissed helow
in Table 7. Sce alsn, Neater Sling, “Breve Infare Sobre o Tndice del Costo de Vida,' Sema-
randura, TRAT Holivige Murel T, LG5 The indes prosented in U8 Comision Foandmica para
Avntrien Tadina, Andlisiy y Frogeeciones del Desarrolle Eoondmifen, V., B Desarealla Feondmies
e Balivis (Méxden, T0F . Diepartumento de Asuntes Beundmicos v Sociales, 19381, 61, A7, iy based
upnn Decumler 1931 — 100 given in the source above for 19531-1949.




(GRAPH 1
Annual Percentage Increase m
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prior to 1950 may partially account for the failure of the MNR's attempt
to overthrow the conservative government in the Civil War of 1649,
sopeig-ceonomic shruetura) faclors favored the statas quo af that time.

Davies’s concept is relevant, with qualification, after the Revolution
cume to power; although increase in cost of living fell during 19528 the
great inflation from 1953 to 1957 theoretically might have caused the
end of the MNR government in 1953 or 1956. Nevertheless, since the
MXNR acted to stern mounting inHation and was able to poiut to imple-
mentation of revolutionary ideas in a wide variety of fields, Paz Estens-
soro could successtully hand over power to his successor, Herndn Siles
Zuazo, Civen the inflation und the threat to the MNR's vietorious hold
on government, it is no wonder that Mamast-oriented Victor Paz
Estenssoro felt compelled to accept the strictures of the Intemational
Maonetary Fund (IMF). even at the cost of possibly disrupting much-
necded economic progress. Increase of cost of living in 1938 amonnted
to only 3 per cent. the lowest change on record. Though the price level
swung upward significantly in 1959, thereafter percentage gains de-
creased until 1964 — and in 1963 the cost of living did not increase at
all but actually fell by 1 per cent. Davies's theory would indicate that
a 10 per cent incrcase in priecs during 1964, o vear of politiml Crisis,
conld not have helped President Paz remain in puwer,

Eroxoane Gnowril,

1950-1966

A program of monetary stabilization, which went into offect in
December of 1956 under President Herndn Siles Zuazo, had been
worked out atter a bitter struggle within the MNR. Paz and Siles opted
for the IMF stabilization in spite of Juan Lechin’s ohjections. As spokes-
man for the tin miners and third power in the tri-pronged MNR lreader-
ship, Lechin claimed that the proletariat was to be sacrificed in order to
achicve u stability which would only bencht capitalist interests. Lechin
was not necessarilv in favor of inflation, but he was against the IMF
plan to coutrol it. However, Paz and Siles, as outgoing and incoming
prcsidents. respectively. realized that they must control inflation in
order to count on the continued USAID support which was vital to
maintain the MNR in power.

Inflation was effectively halted by the stabilization program, as may
be seen in Table 1 and (xmph 1, but the effect on Gross Domestic Prod-
uct (GDP) marks « turning point in the Bolivian Revolution. Debate
within the MNR over the IMF program and mixed evidence of its resulls
split the movement and doomed ity existence. Latest estimates of Gross
Damestic Product are presented in Table 2; no figures are available
for vears prior o 1950.
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Tapre 2

Estimated Gross Domestic Product
1950-1966

Millions of Dollars

Detluted for 1955 Percentagy

Year Pricesa Change
1950 355.9 L
195! 5378.6 6.4
1552 3878 2.
1953 3437 —11.4
1954 346.2 i
1955 371.3 73
1956 354.8 —4.4
1957 342.9 — 3.4
1958 353.7 3.1
1959 352.7 - .3
1960 3RT.T 4.3
1961 3735 21
19632 396.5 5.6
1963 421.9 6.4
1964 4.42.2 4.8
1963 467.1 3.6
1966 446.7 6.3

*For por eapita fimeres see Tabhle 105 for sectiry] analyses see Appendis 1L

Sources; 1850-1937, Bolivia, Man Nacional de Deserralln Econdnues y Social, 1962-1371,
Resumen (Ta Paz: nop, 18613 3004, T938-1967, Bolivia, Sceretarla Nuciosal de Planificacidon v
Courdinacian, Cucnfas Neelonglos de Bolivie, JB58-1965 {(La Par Editarial Uasvipesll, 1066) and
USATL/ Bolivin, Economic and Fropram Sfafrsties T (1969) 4. 1964-19668, USAID/Boliviy, Heo-
nawic andd Progrum Statisfics 9 {1968} 6.

Development of the Bolivian economy has been very uneven. Ap-
parently national economic life was in a very healthy condition during
1951, u year that brought a 6.4 per cent increase in GDP, Although
1932, the vear of the Revolution, featured a decrease in economic
activity, not until the disastrous year of 1953 did the effect of economic
decline (and low tin prices discussed below) hit the natjon. Beginning
in 1954 Bolivia recovered somewhat from a decrease in GDP of 11.4
per cent for the previous year, but the great inflation of 1956-1957 was
accompanied by a contracting economy which wiped out any gains. In
1957 the countrv reached the lowest point in productivity since 1950.
Only in 1960 did the economy recover, and not until 1962 wus the 1852
output surpassed.
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Porrmean ASPECTS OF ECONOAIC PROBLEAS

Bolivian ceonomic reCoOvery during Pass second term, 1960-1964,
could not resolve policy problems within the MNR. During the stabliza-
tion carried out by President Siles, Lechin and Siles had become open
encmics. Since Paz continued to support the de.\-'elopmcnt of 4 national
army as a counterpoise to the civilian militia —a process begun by
Siles in his battle with Lechin and carried on by Paz at U.S. insistence
after the rise of Castro in Cuba — a Paz-Siles alliunce within the MNR
might have assured the institutionalization of wi Official Party. Problems
of presidentiul succession in 1964, however, prevented any such alliance.

When in 1956 the Siles wing of the MNR took the executive office,
apparently it was ugreed unofficially that after Pav’s sceond term, the
Lechin sector of the MNR would assume the presidency in 1964, With
the deep split over economie policy by the carly 1960%, Siles did nol
want to sce Lechin’s group in power. His position was backed by the
United States Ambassador, Ben §. Stephansky (terms of U8, ambassa-
dors to Bolivia are given in Appendix Q). According to Paz, Stephansky
believed thal Lechin was a weak leader who would not be able to resist
communist influence after gaining power.” In this situation, Paz’s middle
position emerged anew as the only solution to prevent the MNR from
hrealking up. Such a succession, however, required amendment to the
constitutional precept that presidents should not immedialely succeed
themselves. Siles turned against Paz over the issue even though Paz
claims that he offered Siles the “effective presidency” in 1964; this
arrangement would have found Pax veelected as President hut acting
in an economic capacity. Government Minister Siles would have been
the real President even though he would not have held the title, In this
manner Paz could have carricd out his program of economic develop-
ment.?

.S Aip o BoLnvia

Pressures from the U, S, Mission to Bolivia plaved an important role
in the decision of Paz to scek a sccond conseculive term. Paz realized
that if the radical wing of the party succeeded him in the presidency,
not ouly might the MNTR fall apart, but the U. S, would cut off necessary
financial assistunce to the Revolution. Since 1954 the U, S, had funded
the Revolution at the behest of Milton Eisenhower who visited Bolivia
In 1953. This visit had provided a turning point in U. 8. relutions with
the MNR:* henceforth the U. 8. State Department was to make the
distinction that though the Bolivian Revolution was Marxist, it wus
non-Communist.1® Needless to say, such a distinction was a rarity during
John Foster Dulles’s years as U. 8. Secretary of State. This distinction
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becume even more important during the Kennedy administration
because of Castro’s rise to power and vonversion to Communism. The
U S.was detenmnined to prevent any change in the nature of the Bolivian
Revolution.'!

A pattem of increasing Amevican commitment to Bolivia may be seen
in .ippen(h\ A This Jdt.t inclades funds admimdistered by the U.S.
Ageney for [nternational Development (November 1961- 1 and its
predecessor agencies (Economic Cooperation Administration. 1948-
1931 Mittnal Seenritv Ageney, 1951-1853; Foreign Operations Adminis-
tration, 1953-1955; International Coaperation Administration, 1955-
1961; and the Development Loan IY und, 1957-1961 ).

The small technical assistance project begun by the U S, in 1942
was cxpanded into 2 mammath assistance progrum bedginning in 1934
Thrust of U. 8, obligations emphasized grants uatil the late 1950', bt
since 1963 loans have hecome mast important. Obligations of Food for
Peuce under Public Law 450 reached peaks in 18955 und 1963, with new
obligations declining during the period 1958-1960.

Though U. 5. commitments reached high figures, notably in 1935
and 1962-1964, and uadoubtedly gave the MNR confidence, it is inpor-
tant to counsider the effect of such assistance on Bolivian development.
If all of this aid had gone fur economic development, Bolivia might
have experienced aceelerated economic yrowth in spite of the Revolu-
tion's frozen policy ol social up(’ndlturo An important share of this
aid, how ever, 5upp0rtcd non-economic activ lt).

Tuble 3 yJhows a funetional breakdown of the actual v,\'penditure of
programs administered by USAID/Bolivia for technical ussistance
and development grants and loans, as well as cash and other grants
financed through generation of local enrrency nnder sales ot agricultural
conunodities (Public Law 48¢, Title 1. This analvsis by type of expendi-
ture also contains donations of surplus commodities to voluntary relief
agencies, grants for economic development, and dollar 1oan credits from
the sule of commaditios under Public Law 480 [ Titles 111, T1, and 1V,
respectivelyy, Social Progress Trust Funds, E\port Import Bank loans,
Peace Corps, and military assistaner (included in Appendix A) are
excinded from Table 3 because thev are not administered by USAID.2

The reader should note that since USAID has developed a compli-
cated accounting system and a series of categories which are very diffi-
enlt to administer, and since aceounts have heen constantly revised,
USAID/MWashington and USAID/Holivia show conflicting  amounts
obligated and actually spent. In fact, both W, .mhmgttm and La Paz
t‘d(}l have several sets of fignres on expenditure. Table 3 is based upon

SATD’s latest published revision which contaius the anly historically
Lousmtent and meaningful fuuctional analysis available t3 (Obhbdhons
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TABLE 3
Functional Analysis of USAID Programs, 1942-19662
{In Dollars and Per Cent)

19421961 1962-1966
Type of Expenditure Millions Per Cent Millions Per Cent

Economic

Food and Agriculture 9.4 4.2

Transportation and Power 4.2 1.8

Mining, Oil, and Industry 1.3 4.0

Public Works .- 3.0

Development Loans 2.6 28.8

Local Currency Projects®h 34.8°¢ 34,84

Sub-total 52.5 47.2 79.6 56.5
Social

Flealth and Sanitation 3.1 i

Educution 3.6 1.7

Labor Affairs .2 8

Community Development 3 1.5

Agricultural Commodities (Relief)® 6.6 3.4

Local Currency Projectsb 4.0 6.0

Sub-total 17.5 16.0 14.5 10.3

Budgetary Support Sub-total 34.9 31.4 29.8 21.1
Administrative

Public Administration and Safety 1.9 3.4

Planning -- 1.9

Other 2.0 a.l

Local Curreney Projectsh 2.1 G.7

Sub-total 6.0 3.4 17.1 12.1
Totul f 111.2 100.0 141.0 1000

“Cf Appendix A fur programs not included here,  PPublic Law 480, Titke T cTrcludes 17.4
millivn dollurs road construction, P.L. 440, Tile [I. dlocindes P.L. 480, Titles 11 and IV.
CE.L. AR, Title ML FMixed ohlipations and dishbursements,

Sonree: Methodolory s discussed in text. Data s adapted from USAID s Bolivia, Economic and
Frogrom Stefivtics & (19681 37, 38, 41, Kev to local CUrTEneY is @iven i fhid. & (19681 31-373.
Local enrreney is ennverted with exchaoee rabe given in USOM/Bolivia, Paint Four in Bolivia,
T942- 19606, 83, and Table 4 helow, sec uole 14,
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presented in Appendix A are taken from Washington sources which
present the only consistent and revised analvsis available for total
anthorization h\« year.) Because we have no revised yearly series, and
because 1961 provides a natural watershed with the bcgmnmg of the
Alliance for Proagress and traasition to the Agency for International
Development as the U. 5’s organization tesponsible for foreign assist-
ance, figures in Table 3 are presented for two periods. [942-196] aud
1962-1966. In erder to present a consolidated account, local currency
has been converted to dollars by using a weighted average ucehange
rate of bolivianos to the dotlur for both periods. Since yearly local
currency totals for the first period were unavailable, an exthange rate
caleulated by the U.S. Operations Mission has been adjusted to include
1961 and arrive at average value' The major problem with figures in
Table 3 reflects inconsistency in functional analysis by USAID: dollar
accounts are presented in terms of obligations and local currency in
terms of disbursements, Fortunately, however, obligations and expendi-
tures are approximately equal. (Data on disbursements of dollar de-
velopment Touns, excluded from USAIDs functional analysis, are
available and are classified under cconomic expenditure.p® Though
these cstimates upparently have a high probability of reliability,1¥ the
rexder shonld note that the data are not necessarilv firm but are pre-
sented to reveal trends of expenditure.

During the first period ending in 1861, U.S. aid was distributed
heavilv in favor of sncial expenditure, with 16 0 per cent of total outlay
going tor direct social matters and 31 .4 per cent for budgetary support
of the Bolivian Central Government's social revolution. Between 1962
and 1966 budgetary support fell to 21.1 per cent of expenditure and
direct social assistance tell to 10.3 per ceut. Though economic outlay
gamed al the expense of social emphasis, however, 43.5 per cent of U.S.
aid still supported non-economic functions,'?

As USAID Fconomtie Advisor Jacols P. Meennan noted in late 1966:

Through 1564 the major element in USAID’s program was providing resources
ter vover Bolivias public sector deficit. It was an eru of disinvestment with a
vengeance, an cconotiic concammilant of the profound social upheaval fo)-
lowing a real revolution, and the weak disorganized government came with it.
Putting an end to the deficit became au overwhelming concern lof the]
Solomon Strategy . . . in the USAID program.18

The shure of the U.S. expenditure {excluding programs not adminis-
tered by USAID) devoted to direct budgetary support of the Bolivian
Central Government is shown in Table 4. Direct budgetary support was
begun in 1957 in order to help Bolivia’s stabilization program; and in
that vear it constituted 27.2 per cent of the U.5. allocations. [n 1960 this
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amoent reached 53.9 per cent and remiined above 30 per cent until
1863 when a change in USAID policy altempted to reduce this empha-
sis. In 1966 Dr. Meerman wrote the ﬂ)llmving memorandum tor USAID:

We cun assert: (1) that the USALD strategyv with refcrence to eliminating

COB [Govemment of Bolivia] public sectar deficits i succeeding and (2)
that at s [now] proper to refer to our program in Bolivie as largely one of
economic development. 19

Analysis of the USAID contribution to Bolivian Central Government
income in Table 5 bears aut this change of USAID policy. Since the
Central Goyernment operates on i calendar yeur {n contrast to the U, S,
fiscul veur, data in Table 5 are not cxactly comparable to figures in Tuble
4. but a very definite trend is revealed. In (957,32.0 per cont of Bolivian
treasury revenuce came from USAID. This amount was the high mark

Tania -1

Share of Tota] USAID Actual Expenditure Devoted
to Support of Boliviun Central Goverument Budget. 1957-1966

Budgetary Supporta 3
A B C Total USAID Suppari

U s Biftions Doflur Mitfions  Expenditure  us Por Cent
Fisead of Exchange of in Millions of USAID
Yeur Bolizianesh Rute Dollars af Dollars Expenditure
1957 *59.9¢ 8.1 °7.4 *27.24 27.2
1958 °54.5¢ 9.5 ®5.7 25.4 221
1954 50.0 119 c.7 22.9 24,5
1960 114.3 1.9 9.0 17.% 53.9
1961 65.0 12.0 54 . 16.5 32.1
1962 127.1 1240 140.6 pALRE 379
1963 528 11.9 4.4 36.2 122
1964 714 11.9 G0 o7.6 10.4
1564 515 109 4.3 191 22.5
1966 *20.0 12.2 °lL.6 “17.8 “9.0

AFundi dishorsed by TEAID fmasy inelude Budeetary soppmt ol some decentsabie e d ATCITRTEAR

Bln 1963 the pess vepluced the brle sing as ot of correney, bol the Talter s wsed here for Lon-
sinteney ree Appendic 1L This sepport was fumded By loeal eurrency prowcrams.

“Houree gives 1144 withaut vearly breakdown; distibntion here ds based wpore calendar FraT
receipty by Central Gavernment fsee Tuhle 51

“Areunt 15 from bulanee of parmests data USAIN Bolivia, Feonanie and Progrom Seatfe-
thes 3 (106G2) 11,

Sourgs;: Colwnn A: USALID Balivia, Feanamic and Frooram Nealistiey & 0 LUGG ) 33 (of. daty
for ealendar yoor in 9 (TY88] 310, and feter Toon Nister Shin.. Febrowne 28, 1885, Cobung 1.
Direcetdny General de Estadistica v Censos, Hofetin Estadistico 972 (1958 59, Column -
USAID/Bolivia, Ecunontic and Program Statistics 3 (19621 11, 5 (19631 Table 1; 7 (1065 32, &
(1966) 31.
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of U5, bu(lg_)(’t(uv assistance; for the next four yvears the figure ranged
fram 22.9 to 29.3 per cent. The pattern was broken in 1963 and the share
of USAID guickly decreased thereatter to hetween 4.1 and 7.7 per cent
of Central Govermnent revenue, Though USAID tried to chainel
badgetany suppart mta selected programs, particnlarly cconomic, the
Bolivian government usually was free to use the money as it w ished,
and in anv case Bolivia's own funds were refeased for tresh deplovment
to mect social demands.

In a large measure, aid to Bolivia should not have heen labeled
“economic assistanec.” Of the 273.9 million dollars dishursed by the
U8, from the inception of programs throngh 1964,2° between one-third
and oue-half of all grant and loan assistance consisted of shipments of
agricnltural commadities to Bolivia®® Economically, redistribntion of
land under the Revolution often resulted in a shift from production tor
markel by large luad holders to praduction for subsistence and rural
consumption by small Lindholders. Thus, with resultant ford shortages
in the cities, Milton Eisenhower saw emergency shipments of surplus
dgricultural corumaditios to Bolivia as saving the country [rom starva-

TavLE B

Share of Bolivian Coentral Governent
Revenue Contributed by USATD, T937- 106

Billions of Boeficianos

Cerdrnedur Tucome LISAID USAID
Year in Billions Shures Per Cent
LG57 267.0 83.5 330
1038 2074 6 26,10
1954 49,8 104).5 243
L GYGH G414 8.3 22.9
1961 131 103.5" 255
1962 430.2 <> 8h 18.0
1963 13491 635.0 148
L6 33 178 T
1965 TaT.ne 30,04 4.1
116G ENATOY NS s

slaoweal coseney Ceounterpurt funeds”

UTnelnedes exteaordinary loan.

“Hotivia, DHieocion Gorenel dde Enalativn, Bolotin Eoteaditren 92 019662 3, %, 19806 iy protecteed
ingame.

At ey e in USATLABalivia Fonnobeie and Progeoon Stetistio- 4 (196R 25,

Sowree: Income iy presented o Bolivia, Contralorin Geoenad, Sameaes oot Books sec
Appendix FL

13



tion.?? Actually, this assistance was inexpensive for the U, 8. as these
commodities had already been purchased to provide farm subsidies
to Amencan fomers, and auurdlng to the USAID/Bolivie “Status
Report, 1964,” 12.6 per cent of total assistance through 1964 was in loans
for the purchase of surplus American foodstufls.

Flooding of the Bolivian market with American agricultural com-
modities did indeed prevent a social crisis arising from lack of Boliviun
food production, but it also had economic rumifications in that wheat
production collapsed along with the milling industry.? Impnrts of
U. S. foodstufts, however, did not necessarily dlscourage Bolivia's de-
velopment of agriculture as might be t‘\(pected 24 (1, 8. technical assis-
tance has helped the country diversify its production in order to end
imports of foods such as sugar and rice which it had traditionally bought
from abroad.*® Nevertheless, in 1966 about 19 per cent of the value of
Bolivia’s imports was devoted to food, beverages. tobacco and live
animals, compared to percentages of 21 and 30 per cent in 1930 and
1932, respectively.2¢ Evidently, imports of U.S. commodities have had a
mixed effect on encouraging Bolivia to resolve its rural production
problems.

Civen the above assessment of U. 8. assistance to Bolivia, it is appar-
ent that though the U.S. wus theoretically charged with cvonemic
development, early efforts of the mission were largely dissipated in
much needed social action. There is an irony here, for USAID has
managed a shift to economic investment at the very time when the
Alliance Tor Progress trumpets a shift from economic to social invest-
ment. Apparently for very sound reasons, usually USATD/Bolivia has
been out of step with official thinking in W '15h1n;_3tmn about the nature
of assistance.??

THE N ATURE OF
CENTRAL GOVERNMENT EXPENDITUHRE

Now that the context of Central Government action has been exam-
ined, the importance of Bolivian Treasury Department expenditure
may come into focus. We have found that USAID disbursements
either tended to follow the Central Government policy of social expendi-
ture suggested at the beginning of the study or were turned over to
the Central Government as budgetary support of that policy.

Just as USAID expenditures in Table 3 were prescuted in functional
terms, Bolivian Central Government expenditures may conveniently
he separated into categories according to social, economic. and adminis-
trative emphasis. Naturally these groups are used lor summary purposes;
real meaning must be extracted from the movement of funds over a
period of time by close examination of different programs which are
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grouped by type of emphasis {sce Appendix M). Full rationale fur this
kind of anal\ sis has been presented by the author in a study which
investigates policy in the Mexican Revolution.® Though analysis of
exp(‘ndlture in (=(,0110m1c terms is not posslble because gov emmental
accotnting involves the “general vice of not separating current outlay
from capital expenditures,™® this problem does not affect the present
study which is interested in political analvsis of types of expenditure.

Examination of budgets and actual expenditures in Bolivia, as in
Mexico, offers a test of ideology. Since politicians may promise all
things to all people, and claim they are fulfilling all promises, it is fruitful
to investigate the expeniliture of funds. A government’s expenditure
comes to 100 per cent and the components of such outlav may be cate-
gorized quantitatively to demonstrate the nature of 1(180[0%\? ds it i3
expressed in practice.

Social expenditure includes cantributions ta intermational and foreign
agencies working in Bolivia, funds for housing and public welfare,
and allocations to the Ministries of Edueation, Labor and Social Secu-
rity, and Peasant Affairs. In this analysis of expenditure, for example, all
vutlay necessary to make the Ministry of Education function (salaries,
equipment, coustruction, ete.) is included as an educational expense.

Economic expenditure encompasses funds for agrarian reform, public
works, communications, agriculture and livestock, colontzation, and the
Ministries of Mines and Petroleum and Economy. In addition, economic
expenditure includes transfers to decentralized agencies like the Boliv-
ian Development Corporation, subsidies to industry and commerce,
and payments to such programs as run by the z\bncultuml Service.

Administrative expenditure inciudes funds expended by the Con-
gress, Judiciary, Presidency, Foreign Office, Treasury and Audit De-
partinents, and Ministry of Government and Imnngr wion. Military
outlay, payments on the public debt3! and retirement contributions
are grnuped here as thev also are activities which maintain the state
from day to day rather than stimulate social well- -being and economic
activity. Bolivia's subsidy to the Catholic Church has continued as an
administrative expenditure of the Central Guvemment in spite of the
social revolution which has reshaped national life. Since MNR revolu-
tionists did not feel that the Church was a power which threatened
their ideals of national integration, they did not challenge its position.?
The President’s special reserve funds for classified activity and the
Electoral Court are also grouped under administration.

There are some special cases of categorization which deserve com-
ment. The fund for State Obligations originally encompassed debts and
programs swith funds eannarked for required payments. Between 1936
and 1964, however. this categorv immediatelv came to represent one of
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gencral expcnditure, Because this expenditure lumped social, economie,
and administrative payments together under one heading, it has been
necessary to distribute these funds according to function. Since the
pereentage of actual expenditure allocated in this general group reached
6L.1 per cent in 1957 and ranged from 34 to 53 per cent therealter, it is
uo wonder that Pas Estenssoro backed the implementation of a func-
tional budget in 1961 which would reveal the structure of Central
Goverument expenditure. Appendix D shows the importance of this
general category which came to be dominated by expenditures that
were not necessarily obligations of the state. The category was finally
abolished in 1964. ’

Trust funds within State Obligations have been deducted from
Central Government expenditure for the purposes of this study. Special-
Iy Earmarked Income, 1936-1964, and Tax Compensation, 1957-1962,
have been omitted from analvsis becuuse these items were destined
for expenditure not determined by the executive branch of government.
The first iterm, Renta para Fines I:s‘pe(,ml(’s was included in the budyet
but not in the actual acvounts since this income was not processed
through normal Treasurv and Audit Department channels but de-
posited in special accounts for purposes earmarked by Congress. Thus,
for example, income from the tax on consumption of aleohol in Cocha-
bamba. automutically trapsfersed to San Simédn University of Cocha-
bambu, is excluded from projected and actual analysis here (just as it is
excluded from the Bolivian government’s projections since 1964 and
from analysis of actual expenditure presented in Appendix P). The
second item, Compensacion de Impuestos, arose out of the great infla-
tion of the mid-1950', The government decided that it could not prevent
or keep up with inflation if all earmarked expenditure were to increase
as usual. Therefore, for examnple, instead of automatically transferring
a surcharge on mining patents in the province of Bustillo to provide
the Department aof Postosi with funds for public works in 1957, a system

was devised by which in 1958 the Department of Potosi would receive
a percentage increuse over the previous yeuar rather than the entire
surcharge.®® Though the compensation was included in the budget
and actual accounts, it has been excluded here as related to the Special-
ly Earmarked Income. Accounts excluded from projected and actual
expenditures are presented in Appendix E,

In spite of 4 recent trend in many countries to integrate all expendi-
ture of the public sector into composite accounting, we must distinguish
between those activities over which the executive has some budyet
control und those activities of trust funds and decentralized agencies
in which income is earmarked for special purposes, In varving degrces
the execntive allocates funds from the poveled funds of national revenues
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in the first instance; in the second he has no budgetary authority and
hince ve rv Title power to integrate these autonomous acconnts into
stike plummlﬂ Trust funds, for example, are exempt from executive
influence preciscly because interest groups w ish to take prograins ont
of the political sphcre In Bolivia this resulted in a very cumbersome
svstem in which small yearlv contribution to hundreds of lunds limited
thi- executive’s ability to mect special capilal needs of anv particular
furnd,

Decentralized agencies such as the Bolivian Developient Corpora-
tion and the Bolivian Mining Corporation (COMIBOL.) are excluded
from this anals sis [or the same reasons as given above. COMIBOL oper-
ated with u de ficit, instead ol producing dividends tor aiding national
ecunomic diversification as the MNER had hoped 3% Not only was tax
revinue from mining lost to the government after expropriation of the
large tin mines in 1952, but the ( entral Government had to contribute
subsidics ta the mines ont of s own weome.® Only since 1964 has
COMIBOL ceased to operate with u deficit.¥8

With decentralized agencies and trust funds excluded from analysis,®
limits on this study are clearly aimed at establishing the mdmpulatable
climate of Central Government activ ity in which the public and private
scetors must operate.® Though the Central Government, of course,
is not solely responsible tar Bolivian developments, it does set a tone
and atmosphere in which national developments are based

Interestingly. in the pust, the chief excentive of Bolivia, like the chief
of state in Spain, has not controfled directly the major agencies involved
in cconomic development because of decentralization of economic
activity. Thus, though important econemic policy has been excluded
from politics, so too has the executive's power to resolve national prob-
lems been greatly limited. While on one hand such arrangements may
be healthy in preventing the development of a monolithic state, on the
other hand the comments of the Mission to Spain of the International
Bunk for Reconstruction and Devclnl)ment are quite applicable to
Bolivia. [ noting that autenomous agencies should either be brought
dircetly under the control of the government in regard to finances (in
the same way that a private company is accountable to its shareholders}
or remtegrated into the government, the Mission found that while there
may well be some cases where a measure of autonomy is desituhle, the
case tor reintegration is a strong one. In sum. they have written that
while the case tor antonomy rests on 4 number of urguments, including
fewer complications in promoting worthy staft or letting of contracts,
the: answer to such problems:

should be an improved systeny within the central admnistration, nat the crea-
tion of ugencies with more flexible rules. Autonomous agencies have, typically,
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heen given much greater freedom in establishing their own programs of ex-
penditure and have conseguently been less susceptible to the nonnal Pricess
of coordination that the budgetary procednre should ensure. We feel that, in
present circumstances, this may prove more of a disadvantage than advantage
sinte a primary object ol the government’s planning for develepment is to
improve coordination.3®

In order to develop planning in Bolivia, post-MNR govemments
uot ouly completely shifted to pragram budgeting beginning in 1965 (so
that expenditure is shown by function alone rather than by ministry and
by function within ministry}, but in 1966 decentralized agencies were
incorporated into the sume tinancial statement {(as in the United States
beginning in fiscal year 1969).4° Thus, though apparent progress has
heen made in clarifving the role of the public sector, several serious
problems remain. First, if this integration of finances means that the
executive is still unable to control autonomous agencies because they
retain pawer of projections and audit of accounts, as in Mexico, then
state planning remuins limited. Also, if program budgets exclude tradi-
tional analysis of expenditure by ministey then no comparison of Baliv-
1an projected and actual expenditure prior to and after 1965-1966 will
be possible. Unless a way can be devised to separate Central Govern-
ment expenditures trom those of decentralized agencies. » bresk in
Bolivia's time series data on governmental policy means state planning
may lack historical relevance. In contrast, Mexico successfully has
added functional analysis and presentation of decentralized accounts
to traditional analysis of expenditure by ministries in order to maintain
historical series for investigation of long-range developments while
adding new analyses,

The relation of Central Govemment expenditure, major decentralized
agency outlav, and contributions of USAID to Gross Domestic Product
arc offered in Appendix B. It is necessary to note that these relations
are only rough approximations of comparability for years in which data
are available (1958-1965).41 We have not deducted for transfer payments
among the three sectors, primarily because USAID computations are
reported in fiscal years and Boliviun reports are based on calendar
vears. Central Government expenditures have always amounted to
about 8§ to 10 per cent of GDP. Major decentralized outlay (for mining,
oil, and railways only) reached almost 25 per cent in relation to GDP
in 1958 but has declined steadily since 1961 to 16 per cent in 1966, This
rate of change makes sense in light of Paz Estenssoro’s policy of en-
vouraging the return of private enterprise which fled Bolivia after 1952,
USAID's role in relation to GDP has always been under 8 per cent,
and fiscal vear 1964 would appear to be no exception if the data are
adjusted for Bolivia's calendar year.
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THE PATVERN OF
CEnTrRAL GOVERNMENT PoLicy

The structure of actual Revolutionary financial policy is presented
in Table 6 and Graph 2. lere we may see that the Chaco War required
heavy administrative outlay from 1932 to 1936, These war-time pro-
grams of an administrative nature offset Bolivia's short-lived reaction
in 1931 to the world depression of the early 1930’s. Administrative
expenditure during 1931 fell to a post-192¢ low in order to allow the
state more respousibility in developing sociul und economic programs;
for example, social outlay rose to over 11 per cent of actual cxpenditur&
A concommitant rise of economic funds for that year was u significunt
twenticth-century event for Bolivia, though projections (see Appendix

C) had called for an even greater reversal of policies of the 1920°s than
were achieved. Military expenditures, shown in Graph 3, caused a
collapse in social and economic percentage of expenditure during 1933
and 1934,

The task of the post-war era was gradually to reduce administrative
expenditure in order to releasc funds for the socio-cconomic reconstruc-
tion of a defeated country. Under Colonel David Toro, who called for

“state socialism,” pr()]ected and actual social expenditure made u rela-

tively dramatic rise in 1937 to surpass pre-Chaco War levels. Toro’s
government created an independent labor department to protect the
worker: also the Toro regime nationalized Standard Oil Company
of New Jersey holdings to begin asserting authority over national
patrunony.

Colonel German Busch, who had led the 1936 move to install Toro
in place of the defeated war government, seized executive power in
1937 to project and oversee important gains in economic as well as
social policy. Busch’s mysterious death in 1939 brought General Carlos
Quintanilla into the presidency as interim executive until General
Enrique Penaranda was elected to take office April 15, 1940 (presiden-
tial terms of office are presented in Appendix H).

Whereas actual social expenditure recached a high point of 23.6 in
1939 under Busch and Quintanilla, Penaranda shifted governmental
emphasis from social to economic outlay to resolve Bolivia's problems.
By 1942 economic programs were to absorh almaost 28 per cent of the
outge and though this outlay fell slightly in 1943, projections called for
the same high point, as Appendix G shows.

President Villarroel and Minister of Hacienda Paz Estenssoro settled
the struggle in government policy as to whether cconomic or social
emphusis should prevail. The Villarroel-Paz social policy wus formu-
lated in the budget for 1945. This social program meant that economic
expenditure was sacrificed. Though actual expenditure data is not
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GraPH 2
Percent of Actual Central Government Fxpenditure
by Type of Emphasis. 1930-1966
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TabrE §
Per Cent of Actual Central Government
Espenditure by Tvpe of Frophasis, 1930-19662

Per Cent

Yearl President© Totel  Econ.  Social  Admin.
1930 Siles and Blanco Galindo 100.0 7.5 7.5 85.0
1931 Salamanca 101.0 11.4 11.1 775
1932 Salamanea L1000 a2 141 T9.7
1933 Salwnanca 100.0 i 3.0 93.3
1934 Salmnanca 100.0 3.0 2.3 94.5
1935 Tejada Sovzano 100.0 5.3 2.8 g90.7
1936 Tejada Soreano and Toro 100.0 6.1 R.3 85.4
1937 Toro and Busch 1040 12.5 1325 T4.7
1935  Busch 190,0 4.7 12.4 77.9
1939 Busch and Quintanills 1030 155 23.6 6.9
1940 Pefiarandy 1040 148 22.0 63.2
1541  Pciiarand, 100.0 135 13.3 70.9
1942 Penaranda {0G.0 TG 2.5 al.s
1943 Tedaranda LOO.0 26 6 21.2 32.2
1944 Villurroel 10030 260 20.8 SRR
19459 Villarroel 100.0 *15.0 °26.7 °58.3
1946 Villarrooh und Monge Gutiérrez 1000 11.6 268 6l1.6
1947 Hertzog 130 112 26 7 6321
1945  Hertzoyg 10043 9.7 30.7 39.6
1949 Hertzog and Urriolagoitia 100.0 8.1 25.0 (3.9
1950t Urriolagoitia 100.0 5.5 31.2 60.3
19531 Urriolagoitia and Balliviin 100.0 4.5 28.1 62.1
1952 Siles and Pac 190.0 K.5 32.2 59.3
1953 Paz 0.0 54 341 57.0
1854 Puz 1000 137 333 52.8
1955 Paz 100.0 17.4 32.1 al.5
1956  Paz and Siles 100.0 12.5 0.8 36.7
1957 Siles 1000 257.3 25.6 471
[958  Siles JEALERY] 13.3 oGk 6.y
14959 Siles L{H).0 19.3 35.7 43.0
1960  Siles and Paz 100.G 15,7 37.2 471
1961 Paz 100.0 16.6 33.5 49.9
1962 Paz 1040.0 13.6 35.2 49.2
TUR3  Paz 1000 130 36.3 0.7
1464 Pax 100.0 13.6 3.3 5.1
1965 Barrientos and Ovancdo 100.0 *l11.6 *34.1 °54.3
1966% Ovando and Barrientos 100.0 °12.0 *40.8 “47.2

*Fyclades Trust Funds, see Appendis E: State OWlications are Jistnilaoted acrnchnge to type of
emphasis (sce Appendix T Far wncistributed tatals).

B notes on daba for individnal veius, soc Appendix b

“Peesidential terms of offier are given i Appendis H: presidents listed here must have been in
powey lony enauglh to have influeneed expenditure (e g Salamanes hecuone Presideat March 3,
L1931, sa b ds the oy cxecntive lsted For 1937 50

BTActaal pererntades are estinated s hasis of projections {see Appeadix B

*Baueh estinate based upan preliminaey Agures, note chanees af puesentatian i data by the
Hobivwan Trewswry Departirnent ieekes exoet emoparisin to 19364 ancd poce sears prohiletnatie,

Sanree: Sec Appenelis F.
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available for 194522 we assume that 1945 is the key year in determining
Bolivian financial policy because the projections given in Appendix
G (Part 1} called for the shift from cconomic to social outlay. Fortunate-
ly, in Bolivia the projected accounts by type of emphusis have, with
rare exceptions, been close to actual cxpenditurc, especially during the
1940’s; thus we are able to make reliable estimates of percentage outlay
for 1945, '

Apparently the men who overthrew Villarroel in mid-1946 were
convinced that Paz’s programs met the needs of the times, for they
neither reduced Paz’s social expenditure nor cut his increases in ad-
ministrative funds. Though the military percentage fell to 21.4 in 1947
under Enrique Hertzog (Graph 3 and Appendix N}, it went up again
to cope with the MNR rebellion in 1949, Hertzog was on leave from
the presidency for “reasons of health” when the Civil War broke out;
thus Acting President Mamerto Urriolagoita quelled the revolt. Objec-
ting to the bloody excesses of the government, Hertzog resigned the
presidency in order that Urrinlagoita would be rcspomlblc for his
own acts.*® Though Urriolugoitia had put down the rebellion, he
could not prevent Paz Estenssoro from winning the 1931 presidential
election. Rather than finish an electoral count which would cither give
Paz the pr(mdenu outright or else allow Congress to choose the Presi-
dent, Mamerto Urriolagoitia devised a strategy which came to be

named after him. In the Mamertazo of May 16, 1951, Urriolagoitia
turmed executive power over to a Military ]l_lIlt.:l 44 'Ihe military had
realized quite clearly that, even though anti-MNR forces controlled
Congress, Paz’s 3tc1rt11n&, victory had made such a dramatic impression
on the country that Congress wonld not be able to deny him victory.*?

Paz's successtul Revolution of 1952 did not bring about a revolution
in financial policy. That revolution had already taken place in 1945
and had been accepted by anti-MNR forces. With victory, moreover,
the MNR disbanded the old army and debated the merits of creating a
new and smaller military organization, thus freeing more funds for
increased social outlay. The military’s share of actual expenditure
plunged to 13.7 per cent in 1953 (Appendix N) und in successive years
continued to fall until it hit an all-time low of 6.7 per cent in 1957 —
certainly 4 wretched situation for a once-proud force.

Bolivia's Military lnstitution was saved, as we have earlier indicated,
by inflation which caused the miners to struggle with President Siles
over economic policy. Also, Puz had encouraged the formation of a
new “classless” army because he realized early in his first presidency
that he could not depond on irregular militing composed of miners
and peasants to enforce the will of the government. 4



GRraPH 3
Percent of Actual Expenditure in Military, Communications/
Public Works & Education/Peasant Affairs, 1930-1966
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Fidel Castro’s rise and John F, Kennedy's death meant that Bolivia's
armed forces were 1o be well supplied with funds from outside of the
Bolivian budget as a result of changed U. S, policy which began to rely
increasingly on military options to resolve complex problems, The
extent of U. 8. commitments to supply military funds is portrayed in
Appendix A. These disbursements reached a peak in 1964, enabling
the military to act as arbiter in presidential policy as the MNR began
to disintegrate. Unfortunately for Paz, though the “New Military”
had been created along “classless lines,” the MNR neglected to instill
a professional outlook?” or to examine periodically the amy’s loyalty.
By the early 1960’s the army was an institution loyal to itself rather than
to a feuding MNR. %

The major change in financial policy which came with the Revalution
was the gradual increase in social expenditure over the level of 1945
at the expense of cither economic or administrative outlay. In prepuara-
tion for economic stabilization, during 1956 administrative expenditure
was slashed to an all-time low of 36.7 per cent. Uneconomically, how-
ever, Paz pumped funds thus released into social programs — education
making a notable gain from 16 to 22 per cent of outlay (see Appendix
N). Though Siles shared responsibility for programs in 1936, Paz’s
projections ruled.

President Siles’s projections of 1957 emphasized momentary cco-
nornic gain at the expense of social outlay. As actual economic B\Pl:‘]ldl-
ture ot 27.3 per cent neared the record level of 1942, social expenditure
of 25.6 per cent fell to the lowest percentage since 1944 Educational ef-
fort, which had reccived great impetus the previous year, was smashed
with a reduction to 9.7 of total actual outlay. Peasant Affairs was reduced
from 8.5 to 3.6 per cent, though for the first time funds for social security
were firmly established. Administratively, the Ministries ot Foreign
Affairs and Government found their shares of total actual expenditure
reduced by about half. Economically, though the Bolivian Development
Corporation was alloted 11.4 per cent of total actual outlay, funds for
the Ministry of Communications were severely reduced and allocations
to the Ministry of Public Works were not increased enough to win for
that ministry a significant role in government policy making,

It is important to note that the economic emphasis in 1957 did not
cause as great a shift as might appear, for more than halt of the 11.7
per cent economic share of the general category (7.0 per cent) went to
the Road and Agricultural Services, both of which were joint Bolivian-
U.S. ventures involving technical cooperation. Until the early 19607,
when the U. 5. tumed such operations over to Bolivia, the Central
Government was limited to the extent of road and agricultural action
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that could be taken on its own accord. The economic share of general
expenditure (which includes contributions to the two Services} is
given in Appendix N. After the dramatic shift in 1957, which made a
good deal of sense in gross terms if not in detail, Siles projected and
carried out 4 retum to the traditional MNR pattern.

Though administrative cxpenditure remained well under  pre-
Revolutionary levels, it tended to gain (particularly in the area of
military expenditure) until by 1964 such outlay topped 50 per cent.
Economic outlay was near the standard established during the Villar-
roel period.

After 1952, the really revolutionary aspect of MNR financial po]icy
was the increasing centralization of governmental affairs in La Paz As
revealed by Appéndix C, in 1952 the Central Government planned to
spend 18 times as much as the combined expenditures of the country’s
9 departmental governments; but by 1960 the Central Government-
departmental governments ratio had reached 126:1, Before the Revolu-
tion, the big change in centralization of finances had come in the early
1930°s as the state began to expand its role in national affairs. Prior to
1930, the Central Government-departmental governments ratio had
ranged from 4:1 to T:1, except in the late 1920's when depurtmental
govermments were able to arrange loans with U. S, bankers. In 1929
the ratio was 1:1, a far cry from the ratios of the 1960’s. By the end of
Paz’s first term in 1956, the Revolution had effectively destroyed the
power of departmental government; and though the resulis by the end
of his second term in 1964 were to restore somewhat the 1ole of depart-
mental government, in 1966 the ratio had reached 36:1. Municipal
government apparently has fared better because its projections for
1966 gave the Central Government a ratio of 21:1.# Clearly, however,
the Central Government hus come to dominate completely Bolivian
financial activity.

Growth of Central Government expenditure is shown in Table 7 for
projected and actual outlay in absolute amounts of current and deflated
currency. In constant terms, the highest actual expenditure prior to the
Revolution came in the early 1940’s. Beginning in 1954, actual outlay
did not keep up with inflation and fell to 56.1 million deflated bolivianos
in 1955, The 1951 mark was not passed until 1957. Between 1955 and
1962 the government frequently lost gmund relative to inflation, but
after 1963 it began to recover its impetus.

From 1931 to 1952 actual outlay increased, in constant terms, 129
per cent. During the years of the MNR it went up about 63 per cent;
between 1964 und 1966, total spending advanced about 24 per cent.
Although these increuses may seem impressive, they must be measured
against population growth.
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Tapie 7
Projected and Actual Expenditure in
Current and Deflated Currency, 1931-1966
{In Millions of Bolivianos)

Projecterd In Bolivianos Actual In Holivignos
Year Amount? of 18310 Amount? of 19310
1931 32.1 3201 32.3 32.3
1932 44.0 °34.9 33.5 “26.6
1933 1027 *64.6 494.6 °59.5
1934 1332 "66.6 1352 *67.6
1935 173.3 *BH.8 152.4 °72.4
1936 112.5 3a.d 132.1 41.7
1937 154.3 53.8 203.5 at.4
1938 2620 8.7 338.8 733
1939 285.0 45.5 399.9 63.9
1940 605.1 8.7 564.3 70.6
1841 701.8 69,4 599.3 59.0
1542 904.4 67.9 1,162.3 87.3
19435 1,146.3 73.1 1,200.3 76.5
1944 1,137.2 G7.3 1,170.4 64.3
1945 1,148.7 62.8 .. s
1946 1. 1088 54.2 1.186.3 35.0
1947 1,565.2 66.5 1,306.7 250
1948 1,663.7 64.0 1,667.3 4.2
1549 1,700.1 61.2 1,813.0 64.9
1950 2.411.8 70.4 2.363.0 69.0
1951 4,181.8 g1.6 3,713.4 81.4
1952 4,336.7 T6.6 4,189.7 74.0
1953 5,311.0 16.5 5,421.9 73.8
1954 13.778.5 538 14,7108 37.4
1953 27,8455 60.4 25,8432 56.1
1956 TLOLg1 25.3 T70R8.9 60.0
1957 280.740.2 101.5 265 ,787.0 6.1
1958 297,729.7 . 104.4 326,150.5 i14.4
1839 358,850.7 1035.2 357,192.1 1047
1960 413,7144.9 105.5 354,989.5 93.1
1961 418 833.4 102.8 414,435.8 101.7
1962 4356 824.0 105.9 454,771.4 105.4
1963 510,004.0 119.0 5053,034.4 1174
1964 553,000.0 117.2 575,162.8 121.9
1965 750,000.0 154.5 763,500.0 137.3
1966 913,900.0 176.1 *781,200.0 °150.5

18pe notes to Table B, Projeeted and actual amounts in I830 were 476 and 495.1 miilion,
respedtively; no deflution possihle 1930,

B1931-1964, deflated with cost of living index for La Pus given in Tahle 1y 1963- 19668, cost of
living data are caleulated as 438,575 and 519,080, respectively, by multiplying increease in Boli-
win's lutest short-teem index (Januwary 1957 — 1000 times the long-term indes (THI1— 1000, Both
indexes contain the sume itens bot the new indes 5 bused apore January 1937 v order ta shaw
less infatinm since stabilization: see Bolivia, Dreccidnn General de Estadistica y Censos, Boletin
Estadistico 92 (19661 273

Sonree: ot oierent amounts see Appendix By deflated amennts are calevnkbated fram sourees
given in note "b" above,

26



Pewr Cavira ANALYSIS OF
ExrENDUTURE AND ECoNovic GROWTH

There are serious preblems in attempting to set forth per capita
expenditure in Bolivia because the last national population censuses
were taken in 1900 and 1950, and the validity of these censuses has
been questioned.? Since there ure as many estimates of Bolivia's popu-
lation as there are estimators,® we have pwsentvd a range of altema-
tives in Table 8. Hopefully this problem will be resolved if Bolivia
undertakes a propesed population census.

One of the great failures of the Revolution was uot ta take a popula-
tion census between 1952 and 1964. Although the MNR did publish
the results of the 1950 consus in 1953, 2 new census was not taken due
to the monetary crisis and the predisposition of the MNR and USAID
against spending scarce resources on counting people. Ironically, if
lurge numbers of Bolivians miyrated out of the country after 1952, or
if the 1950 census wus bnsicall}'-\\-'mng, as many observers believe, then
planning of state action and USALD hecomes mythical, Recently USAID
officials have come to the conclusion that a census should be taken,
bLut & decision in 1985-1966 1o contribute 3 million dollars to such an
eflort was tormulated only after overcoming great resistunce. There
has been speculation that opposition to a census by some MNR and
USAID officials was generated by the realization that if the population
of Bolivia were found to be appr(cmb]v lower thun the generally
accepted estimates, then the high level of USAID, wlready under attack,
could not be justified. Apparently USATD was prompted to support a
new census in 1969 or 1970 because of public knowledge that a Bolivian
sample census conducted in 1963 with U. N. assistance had becn sup-
pressed by the Bolivian Govemnment when population was found to
be only 3.1 million persons.® considerahly less than any estimates,
Some rumors contended that the census was Suppressed becuuse it
would have shown more people voting than living in some districts. A
new census. if conducted, could resolve these speculations and cither
inspire contidence in past and presimt plans or offer a usable baseline
for more realistic planning.

Given the population estimates in Table 8. we can examine per capita
actual expenditure in Table 9. Estimate B, which is of most value
because of its historical continuity, shows that until 1966 the recorded
high for defluted per capita outlay swas 34.2 bolivianos. Expenditure
aiready had fallen greatly by the time of the Revolution in 1952 and did
not recover until the 1960°s. If the basis for this estimate is sound, then
the Revolution did not expand its tax base; and even with substantial
U. S, help, inflation and increase in popnlation posed problems with
which Bolivia was not able to deal effectively,

o
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Tanir 8
Extimutes af Papulation,
Selected Years, 1925 149605
{In Millions )"

Yeur Fstimate A Estimate B Fstimate C Estimate 1)

1925 l.5 2.0 -- - -
1530 2.0 2.2 -- .-
1935 21 2.3 - - - -
1841 2.3 2.6 - - - -
1940 25 2.8 -- --
1950% 27 34 3.0d 304
1952 L 3l 3.1 3.2
[9a0G 340 3.4 3.3 3.5
1960 3.3 3.7 A5 3.8
19064 - - +.0 37 4.2
1966 - 4.2 3R 14
*Hoeeereleal,

PRolivig, THreceldn General de Estadistion v Censos, oo Resnordfion, 1950 (Ta Pag: B
torial Argote. 19551, 3,

CCensia,

HCensns - caleulation Jor vrmacaions + cstinnete od parggle pogecdatisn,
Somree:
Lstimate v Asthendo Avergnzo Mollinedao, Aspeetas Generohis de fa Poldecain Bolicies L
Puw: Fditorial Argote, 18365, 12-13,
Extimate B- UL Stutistioal Bulletin for Lafin Amesiea 303 CERGTS 6, WD wmidnar variwlins,
this cata eoves with Conondo Econdmiva Para Amériea Tavima, “Sinopa. de Datos, Faio-
chanes » Frosccoiofnes Thognge ! 7T Biekiven, Moo, TIAL U eceomes sl onda Tt il
i b Dhoneena B gueted i USAY Beleoie, Heoromic cad Prosram Statede o 7 0 LyRS 7

Fatineate U Bolivia, Dircocom beeneral de ke ndisticn v Consos, Prgecedaer de o Pahliecion, 1050
1962 [fFaste THSOT, 1962, 8: uwl Heletin Exstactistion 91 (14651,

Fstimake 13: Bidivian, Junta Noecionol de Plancamicnte, Plan Nacional de Deserratio Eeowdmicn y
Sovial, TOGZ-1971, Reswaen, THEY, 12A, Balivia, Banceo Ceoteal, Meweria 196830 210 Mepoor
TUAS, 23, ael Memaorio TEMG L

If Bolivia has been unable to make significant gains in per capita
expenditure, other serious problems have been encountered in terms
of per capita growth in Cross Domestic Product. despite gains in abso-
lute terms shown in Table 2 Figores in Table 10 reveal that, depending
on the population estimate one uses, by 1966 eithcr GDY per capita
in constant terms had not recovered to the pre-Revolutionary Tevel
of 1952 or elsc had barely surpassed it. By all estimates, 1964 output
was Delow that of 19582

ProsLEMs OF CenTRAL GOVERNMENT
AanD USAID Powcy v Borvian DEVELOPMEXNT

Though Bolivia has svught economic control nver national integration
through revolution, we have seen that heavy social expenditure by the
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TaBLE @

Estintates of Per Capita Actual Expenditure,
Selocted Years 1941-1966

{Inr Bolivianos of 1931)

Year Estimate A Estimate B Estimate C Estimate 1D
1941 38.7 342

1046 23.2 20,7 - -
1930 25.5 2340 23.0 23.0
1452 26.4 334 23.9 23.1
14906 2.0 17.6 15.2 17.1

1 D60 282 25.2 26.6 24.5
19154 C 3445 329 28.0
1966 . RIS 39.6 34.2

Source: Cafenluted from Tubles T and B,

Bolivian government and USAID has not kept pace with population
growth and inflation in order to resolve problems of socic-economic
development which have a long historical trajectory. Expansion of
central government functions and spending has virtually climinated
departmental and municipal govemments as meanmgtul and useful
political units, a fact which seems to destroy the very busis of much
of USAID action. especially in the area of community development.
And until recently COMIBOI, has been an economic lishility rather
than un aid to development.

Tavte 10

Estimates of Gross Domestic Produet

Por Capitie. Selected Yeurs, 1930-1966
{in Dotlurs of 1958)

Year Estimute A Estimute B Estimate C Estimate D
{930 131.8 11586 115.6 [158.6
1932 138.5 1261 125.1 121.2
1956 118.3 1044 107.3 101.1
1960 111.4 99,4 1051 us.8
1964 . IBRING 119.5 103.3
L9G6 L. 11853 137 112.9

Souree: Calenlated from Tubles 2 and 8.
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Bolivia’s problems have been accentuated by the fact that the coun-
try's development has continued ta be dependent upon an export
economy. Therefore we must look at tin production and prices betore
we can understand Bolivias history since the Revolution.

In spite of the decreasing importance of the mining contribution to
the Gross Domestic Product (see Appendix I), mining has continued
to be important in terms of production for export. Tin, particularly,
continues as the major factor in value of exports. Between 1929 and 1949,
tin production accounted for between 60 and 80 per cent of total export
value (see Appendix Ji. As Table 11 reveals, during the carly 195(0Fs
this share fell well under 60 per cent to a low 35.1 in 1936; thereafter it
gradually gained in importance, reaching the 70 per cent level in 1962,
1964, and 1965,

In view of the importance of tin to the Bolivian economy, the real
price of this metal has been erucial to development; consequently the
collapse of real tin prices during the carly 1950's caused serious prob-

Tapir 11

Tin's Share in Dollar Value
of Tolal Exports, 1930-1966

Millions of Dollars

A B A/B
Tin Total Per Cent

Year Exportsa Exports
1950 63.4 94.2 G7.3
18951 434 150.6 63,0
1452 448 141.3 600
1933 72.3 1127 64.2
19354 54.9 99.5 35.2
1953 37.3 102.4 36.0
1956 59.2 107.4 03l
1957 574 97.7 DH.8
1938 36.3 G4.7 561
1939 52.8 7.6 68.0
1960 432.9 (7.8 63.3
1961 50.6 76.2 66.4
1962 34.0 76.1 71.0
14963 57.3 56.4 G6.3
1964 839 1138 1.1
1965 93.0 131.8 T0.6
1966 93.3 150.4 62.0

aTIncludes burs,
Sanree: Bolivia, Direccidn Genern] de Estadisbios ¥ Censo, Boleiin Estueistice 85 (196a)

60-63, for 1930-1960; 86 {1962} 68, for 1961; 92 (1968) 147 and 160, far 1962-1086,
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Tanre [2
Real Tin Price Index, 1930-1966
(1951 = 100}

A R A/B
New York U. 8. Expart Reul Tin
Tin Price Price Indox Frice Index

Yeur Indexa
1930 25 56 45
1431 10 43 44
1932 17 37 46
1933 30 39 77
1934 41 45 g1
1935 39 46 83
1936 36 47 rird
18937 42 5l 82
1938 33 47 70
1938 39 46 85
1940 39 49 80
1941 1 a3 T
1942 41 64 64
1943 4] 71 58
1544 4] 81 3l
1945 41 ]l 51
946 43 N 56
1947 il g2 66
1948 77 g7 79
1849 T g1 85
1950 75 K7 86
L9351 10O 104 100
1952 94 Y9 95
1953 75 499 76
1954 e 98 T3
1955 T4 99 75
195G 7Y 192 77
1957 73 105 71
1958 74 105 7
1859 o (4] 105 76
1960 79 106 75
1961 B8 108 81
1962 54 107 83
1963 91 107 85
1964 123 108 114
1965 137 112 122
1966 127 113 112

1Based on price per 1. of Malavsizn tin which daminates the world market.

Suarrens:

A 100921862, W Robertson, Report on the World Tin Poxitien . (The Hoasoe; Wijland and
Lenerilz. 10A5: 125; 19n3-1964; DSAID / Washington, ATD Econoapric Data Book: Latin Amernca
chpringheld, Vao, Cleannghouse for Federal Selentific and Technical Tnformation, 967 28,

R. 1930-1862, Statistice] History of the United States from Coliiad Times to the Present (St
ford, Conn.: Fairlield Publishers, TL1865]7, series U224, pages S6AB and 566F; L1963-1966, U5,
Econante Report of the President, 1968, 313,
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lems for the Revolution. As President Paz Estenssoro noted in his
Message to Congress in 1956: “Each cent drop in price represented
from 600,000 to 700,000 dollars drop in the annual income of Bolivia.”s?
The real tin price index is calculated in Table 12 and shown in Graph 4,
Tin price in New York is here deflated with the U. S. price index for
exports so that we may see the real purchasing power of the tin price
level in constant terms based upon 1951.54

The widely fluctuating real tin price index is very revealing. To some
extent, the length of the Chaco War was financed by a great rise in
real tin prices during 1933, Beginning in 1935 the index fluctuated in an
irregular pattern until 1939 after which it went into steady decline
until 1945, When, in the face of increasing prices for the purchase of
U.S. exports, Bolivia accepted the U. S. freeze on tin prices during
World War I1, the South American country certainly did its share in
contributing to the war effort. By 1944-1945 the real price index had
tallen to 51, a post-1932 low. lieu)verv to the pre-war level was complete
by 1948; during the Korean War, Bolivia hoped to muke up some of its
real losses from World War 1L Though the Bevolution of 1952 unfor-
tunately coincided with 4 serious decline in the real tin price index,
USAID provided funds to tide the MNR over the difficult 1950’s until
an upturn began in 1961. With the low real tin prices of the post-1952
era, it is no wonder the USAID had to supply funds simply to keep the
MXNR from falling from power. Political considerations obviously
weighed more heavily on policy thun economic planning, for the U. §,
was concermned with keeping non-Communist Marxists in power in
order to prevent the rise of & Communist government, Due to an
improvement of the internutional tin price situation in relation to U, S,
export prices, USAID has shifted to economic development since the
early 1960's,

The relationship of the volume of tin production to real eamings is
caleulated in Table 13, using peak eamnings in 1951 as base year. Except
during the Chaco War and the Korcan War, the index of volume ¢ gen-
erally greatly exceeded the index of real earnings between 1930 and
1964. These exceptions, shown in Graph 4, meant that only in two
periods prior to 1964 has Bolivia re('r'i\'ed high real earnings for pro-
duction. During World War [ the U.S. agreed to buy all of the tin
that could be produced in return for a guaranteed price, but since the
U.S. would have been obliged to buy the tin in any case, political
considerations rather than economic bargaining seem to huve pre-
dominated. This accounts for the exception to the fact that generally
the index of real price for tin has exceeded the index for real carnings
of exports. Graph 4 also shows that the index for volume of exports has
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excecded the real price level, except tor the period from (933 to 1959
and for the vears since 1938, Statistical evidence indicates that price
level problems have been dosely related to volume of production;
exceptions may be explained by the impact of the Chaco War and by
the stabilization program and its aftermath, 2

Unfortunately for the MNR, natiunalization ot the mines and reward
to the miners for their support coincided with fal]m;_) tin prices after
the Korean War. loss of [oreign technicians and “worker control” of
management at o time when a number of mines faced a declive in ore
conlent often meant that the cost of production exceeded market value.
Thus, though the volume of lin production has increased somewhat
since a low in 1938, pl'ndnction has not kept pace with real price level
because of strikes and unrest by miners secking to protect their eco-
nonie gains anel political power.

Given eritical political problems in the mines and a great Hluctuation
in the real price for tin, one can vnderstand why Paz Estenssoro was
not encouraged to invest much in tin production, even if export needs
warranted turther tin development. Par’s hope was to diversify produg-
tion so that Bolivia would not be dependcnt upon a single export for
economic stability; and this wonld also mean that no single cconemic
interest group could upsct pulitical stability. Paz was (nurumge(l hy
the artificially high tungsten prices received under terms of a spec il
contract w lth the U. 5. government hetween 1931 and 1957.5% Also, he
hnped that investment in lJPt.I't)leum might (:hangt- economic productinn
puatterns,

tn the long run, Paz's r'mphdsm on oil production nayv provide u
partial Sf)lutmn to Bolivia’s dependence on tin. As may be scen in
Appendix 1, wining had decreased from over 15 per cent of Gross
Domestic Product to abont 9 per cent by 1966, l’etrohum took up this
slack by increasing from under 1 per cent to over 5 per cent. After
revision of the oil code in 1936, private petroleum construction helped
the construction sector of GDP to rise from under 1 per cent to over 3
per cent by 1866; most of this gain in construction was due to expiunsion
of the private oil industry, 57 While I'az wus desirous of stimulating
private oil investment, Loth the US, government and U8, oil com-
panies were also very interested in the project. A short time after
leaving the Depdrtm(nt of State. Henry Holland appeared in Bolivia
as u lawyer for oil interests seeking concessions under the new Bolivian
oil code, the adoption of which he had officially encouraged while
serving as Assistant Secretary of State for Latin America. "

Though & new investrnent code was passed in 1960 to encourage
further foreign investment,® and though USAID turned trom social



TarLE 13

Indexes of Volume and Keal

Eamings of Tin Exports, 1930-1566
(1951 = 100)

A B C D
Metric Earnings in Index
Tons Index Millions of Reaf
Yeur Fine of Dollars Eurningss
1830 38.8 115 201 349
1931 al6 94 13.0 33
1932 0.9 62 1000 30
1933 132.0 43 19 41
1934 25.2 (51 256 69
1935 25.4 i) 31.0 72
1936 241 T2 17.7 -4}
18937 25.5 TG 22.0 47
1538 2549 77 17.3 40
1934 27.6 82 224 52
1940 38.5 114 35.0 T8
1941 42.7 127 428 87
1942 38.9 113 434 73
1943 41.0 122 55.0 8.3
1944 39.3 117 531 T0
1945 13.2 128 (.3 s10]
1946 352 113 332.0 73
1947 338 100 4.7 64
1948 37.9 112 H0.2 84
1949 34.6 103 T2.4 &6
1950 31.9 935 63.6 TH
1951 33.7 1)) §3.4 100
1952 325 96 54,7 92
1953 35.4 105 T2 79
19534 27.9 83 54.9 60
1935 285.4 54 a7.3 62
1936 27.3 &1 54.2 62
149a7 25.2 54 37.4 o8
1958 15.0 53 36.3 37
1954 243 T2 23.4 G
1 960 14,7 o8 12.9 13
1961 20.7 fil 5.3 30
1962 21.8 65 5.0} a4
14963 231 GY 57.3 37
14964 24,4 T2 809 81
14965 242 72 g3.0 84
LU6EG 26,2 T8 93.3 bota}

flalealated by dividing U8, Fxport Price Index (Table 123 inte Farnings (Column €, alave:,
Sonree: Balivia, Baneo Centeal, Momorin 1957, 960, for 1030-1951: Memarie 1966, 72-73, for
1932-1946,
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GRAPH 4
Indexes of Tin Export, 1930-1966
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to economic activity about 1963, thesc changes in policy seemcd to
accerntuate accumnulated political problems rather thun to resolve them.
Par’s full and the collapse of the MNR in late 1964 were caught up in
the cncouragement of pn\ ute t‘nterpn‘;r- to which the Revolution in-
creasingly turned in order to achieve economic growth. Since Central
Government expenditure had been frozen in social outlay, Paz was
limited in the number of ways he might stimulate economic develop-
ment, but by encouraging [()relg}n investment Paz lost more support
from his leftowi ing MNR than he gained from the right.

With incentives to private business, Paz also attempted to stimulate
the return of Bolivian cupital which had Hed after 1952.8% Governments
which have succeeded Paz and the MNR have emphasized even further
the role of private husiness in national development. Such reliance on
the private sector has required winning the confidence of investlors
and, as Paz knew, any suggestion of new taxes can destroy an atmos-
phere of confidence. In fact. tax concessions are part and parcel of the
underdeveloped world’s hope to attract capital and often this policy
is approved by intermational agencies.®!

There :mwht be no new ceonomic problem in development if alloca-
tion of USATD funds to Bolivia were to continue at the same rate as in
the past; however, the long-teem balance of payments erisis hus caught
up with the U. 8. government. Also, with the fall of the MNR and the
entrenchment of a strongly anti-Marxist regime closcly allied with the
military, there is no lenger an argument thal the Comminists may take
over at any moment. Since the Bo]nnan government has lost its Dar-
gaining power for U. 8. aid, many observers were inclined to believe
that the appearance of guerrillas durmz__, 1966 was in fact simply a fabri-
cation by the Central Government to obtain increased aid. This view
has now been proved wrong as a result of the capture and excention of
“"Che” Guevara in October, 1867.%2 But with Cuevara’s defeat, the U. S,
Congress may feel that USATD has less justification than ever in asking
tor funds to hclp Bolivia.

Often members of Congress have been critical of the Bolivian aid
program, and for vears they were assured by USAID that funds could
e reduced after the emergency stabilization. 63 While aid has continued
since economic stubilization by about 1960, it is obvious that the UL 8.
can not keep up the past level of commitment forever. In November,
1966, Senator Allen Ellender of Louisiana visited Bolivia to examine
U5, Embassy and USAID operations; while there he provoked a panic
in government circles by stating that the U.S. would have to limit its
cconomic assistance to all nations, including Bolivia, because of his
country’s large foreign debt and balance of payment crisis. Further,
E]Iender noted that reductions would be determined by the extent of

the U. §. effort in Vietnuam.b
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Official Bolivia reacted very defensively to the scnator’s statement.
In a front page response, President Barrientos declared:
We have (o stop believing that we cun live forever from foreign aid. . . . The
epach of Paz Estenssoro has passed which accustomed us to throw stones at

the American Embassv and sav, “There is Communism here and if you do
uot help, Bolivia will go under. "8

General Alfredo Ovando Candia, Commander in Chief of Bolivia's
Armed Forces, stated on November 27; “Blessed be the hour in which
American credits diminish.”#® Dick Oblitas Velarde, President of the
Falange party, commented:

The MNR, with its national liberation thesis, handed the country over to
North American aid. For vears Bolivia has covered its needs with aid and
we have lost the sense of our own sovereignty upon being converted to a de-
pendent people. ... A country which eats bread with foreign wheat is a
country which does not merit survival %7

As we have seen in Appendix A, not only has U.S. aid becn de-
creasing, but outright grants have been reduced in favor of loans which
Bolivia can ill-afford. Table 3 shows that budgetary supports have
been much reduced. While Bolivian leaders may obtain personal satis-
faction or political gain from public statements advocating an end to
U, 5. aid, any reduction in the ussistance program will require a reorien-
tation of Bolivia's public spending.

Since Bolivian expenditure has been frozen in social outlays since
1945, the Central Government will encounter considerable difficulty
in attempting to change this pattern or to reduce administrative expend-
iture. As USAID reduces operations, as projected, the Bolivian budget
faces a squeeze which at once demands maintenance of the traditional
pattern in outlay as well as a shift of funds into economic development.
Presumably, continued high tin prices might help Bolivia over any
transition from dependence upon U. 5. aid, but any future reduction in
aid should be gradual rather than abrupt. If Bolivia is to change the
traditional pattern of utilizing state revenues for social and administra-
tive expenditure, the only feasible way of avoiding disruption of existing
services is rapidly to increase income so thal established social and
administrative outlay may be maintained in absohite terms while
diminishing in relation to total cxpenditure‘ The increasc in revenues
required for self-sufficiency, however, would require taxes that could
well discourage economic growth upon which Central Government
funds must depend. However, it carmarked taxes are phased out of
existence by 1970 as planned by the Bolivian government, funds might
be relcased to cushion a shift to economic emphasis in expenditure.®
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There is no doubt that USAID has been successful in helping Bolivia
to reestablish economic growth while encouraging tax reform and
modernization. The Central Government has been working with USAID
to reorganize the tax structure and restructure the Bolivian Customs
Service, but between 1958 and 1965 internal revenue did not increase
in proportion to customs revenue {(see Appendix L).% Hopetully,
neither the U.S. Congress nor the Bolivian leaders will rush into a
quick termination of the USAID program. Such action could have
serious and harmful consequences.

IMPLICATIONS FOR PLANNING

Obviously much planning to date by the USAID and Bolivia's
Central Government has worked at cross-purposes. For example, com-
munity development programs promoted by USAID cannot be helped
if the role of local and departmental finances is diminished by centrali-
zation of finances in La Paz. Importing of U. 5. agricultural commodities
is a cheap but inefficient wuy of providing subsidies to Bolivian con-
sumers; the result is to handicap some types of agricultural development.
USAID funds might better be used to create a Mexican-style National
Corporation of Popular Subsistence (CONASUPO) in which the govern-
ment subsidizes the farmer by purchasing crops at favorable quotations
and markets them at low cost to regulate consumer prices.

In regard to Central Government expenditure, Paz has told this
investigator that he believed he had expended Central Government
funds in economic outlay, but thut because of the confused presentation
of projected and actual expenditure by the Ministry of the Treasury, he
did not have a clear picture of what was happening with funds.” For
this reason Paz instituted program budgeting with the aid of the U. N.
Unfortunately, a full development of program budgeting in the post-
MNR period has caused problems for historical analysis; as a result,
the possibilities for comparing expenditure before and afler 1965-1966
are problematic. Since programs have been carried out without minis-
terial reorganization, various observers were confused in 1965-1966
and felt that new analysis should be added to and not supplant tradi-
tional forms; otherwise the relative financial role of agencies is difficult
to determine.

If Bolivia is to be successful in developing state planning, the govern-
ment must realize that time-series data are important. Price indexes
and budgetary series are measures of action and ways of assessing
historical change which must not be abandoned because somebody
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hus & “new idea.” Certainly the cost of maintaining established series
is not great,”! and if agencies involved in international development
would stress the necd for alternative presentation of data rather than
allempt to sell the “latest method,” we would be far better prepared to
assess the process of change. Perhaps this latter aspect of development
is equally important, if not more mmportant, than plunging ahcad with
new plans based upon statistical quicksand. State planning is incredibly
unrealistic without regular counling of population and measuring of
economic activity which provide a firm basis for development projec-
tions. Problems in Bolivia's lack of time-series data are compounded by
absence of coordination between the Bolivian Statistical Agency and
the Natienal Planning Ministry.?2 This lack of coordination, for example,
has reached ludicrous proportions when the latter agency estimates the
country’s population 16 per cent higher for planning purposes than
the former, which providcs estimates on national devclopment for actual
expenditure of funds.

Paz Estenssoro has stated that although Bolivia presently is not a
large exporter except in selected areas which exclude manutactures,
the country can become self-sufficient in a number of areas in which it
now imports.?® In order to develop self-sufficiency, we wonld nate,
the Central Government must devote more of its own effort to stimula-
ting economic production. As the situation has developed, economic
functions have been assigned to decentralized agencics. Paz tried to
overcome the autonomous nature of the orguuimtions b}-’ set’ring up an
agency for state planning, but the concepts of statc planning and auto-
nomous corporations are contradictory unless effective budgetary
control is exercised by the Central Government — and this control
means that the agt‘:n(ries are not autonomatis.

Perhaps a2 comparison of Bolivian and Mexican cconomic expendi-
ture is helptul in understanding the process of government action.
Mexico's suceess in stimulating cconomic activity has been achieved
through investinent of federal revenues in ministries which promote
and regulate economic growth; though autonomous agencies are im-
portant, the executive has pluved a strong role in channeling tax funds
into productive activity. Graph 5 portrays the role of economic expendi-
ture under exceutive contrel in Mexico and Bolivia. Rescarch findings
indicate that the exceulive and legislative branches must have control
over {unds it a nation is to enjoy control over its destiny. Trust funds
and decentralized agencies should be kept to & minimum; and if not
subject to effective control and audit, such funds should be excluded
from budgetary accounts. Whercas Mexico has integrated the decen-
tralized sector into budgeting, it has clearly delincated the distinction
between governmental funds over which the congress and ¢xcoutive
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Graru 5
Actual Percent of Economic Fxpenditure
by Bolivia and Mexico, 1930-1966
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have authoritv and the funds which are controlled by decentralized
agencies. Bolivia has confused this delineation, as will the United
States beginning in the fiscal year 1969 when it converts to consolidated
accounting. There is no doubt that it is important to know the total
impact of the public scctor upon national life in these latter cases, but
we must alse know that sector of national life which is manipulatable
and that sector which is ruled by nonnumipulatable agencies and
trust funds.

In Mexico the President has all power over federal revenues, but
in Bolivia the Congress has managed to limit executive authority by
carmarking muny taxes tor specific purposes. Though this might scem
to be a good way of reducing the politics of the budget, excessive
creation of trust funds prohibits latitude in state action. If there is no
large pool of tax funds which may be expended as the government sees
Ki, there are serious limits on government power to meet changing
circinstances. Allocation of uinor local taxes tov specific departinental
pumposes is expensive and cumbersome to administer, and il is to be
hoped that the elimination of carmarked taxes will be completed by
1970 as planned.

CONGLUS(ON

The revolntion in Central Government finances varried out by Paz
Estenssora in 1945 has governed state pulicy 1o the present day; presi-
dential budgetary policy has been frozen in social expenditure, a
pattern of MNR outlay accepted by the MNR's enemies in the late
1940's and reatfirmed h\« Paz when he took power again in 1952, Though
the state's rele in econumic investment has increased with nationaliza-
tion of the large tin mines and with efforts to transtorm the Bolivian
Development Corporation and the State Oil Company into cffective
decentralized agencics in charge of major economic development, the
funds of these agencies are not pooled for presidential decision on how
they are ta be speat. In the same manter as trust tunds, these expendi-
tures have been removed from the realm of direct government although
they make an wutonomous impact on national develapment’4

Financially speaking, then, the Revolution of 1952 wus not revolu-
tionury. Perhaps this was a necessany factor in making the many re-
volutionary chunges which were implemented after 1952, It in addition
to nationalization, land distribution, and changes in voting and labor
rights the MNR had added revolutionary financial policy, stability in
government might have bern totally d(*stroved thus preventing the
Revolution from getting finnly underwa),

While non-revolutionary financial policy may have helped to pro-

41



vide a transition to revolutionary government, in the long run the policy
has not promoted Bolivian puhtl(,d] stability. Inflationary pressures
after the Chaco War resulted in Paz’s program to relicve social tensions;
but by the mid-1950's, the lack of an effective economic program con-
tributed to a vicious circle in which Bolivia appears to be trapped: the
need for economic activity generates social tensions which must be
resolved immediately if a “revolutionary” government is to stay in
power, and thus no funds are free for commitment to resolve basic
structural problems. In short, Bolivia hus been taking aspirin to relieve
a chronic headache rather than attempting to get at the cause of the
malady. The only deviation from this pattern came in the stabilization
program of 1957 , but a one-vear effort succumbed to tremendous
political pressurcs.

Bolivia is confronted with a serious dilernma: in order to provide an
escape from the situation in which Central Government revenue is
frozen by social policy, tax revenue must be increased greatly so that
social programs can he maintained at the same rate while relatively
becoming a smaller part of a larger pie. This required increase in
internal revenue would, however, shake the confidence of the private
sector which the government has hoped to lure back or newly attract.
Since private business is none too sure that “revolutionary” governments
are to be trusted under the best of conditions, tax concessions must
be offered as incentives to timid investors.

Until recently, not only has the Central Government been dependent
upen budgetary support from USAILD for its social programs, but alsa
the Bolivian Development Corporation has been dependent upon
obtaining loans and grants from international agencies such as the U. N,
the Export-Import Bank, and the World Bank. In the latter cases, funds
are limited to stipulated uses. Thus, perhaps we may see the reasoning
in MNR and post-MNR™ decisions to attract private capital: the public
sector has not gained control of Bolivia's destiny and has not been able
by itself ta “pull the country up by its bootstraps™; therefore, develop-
ment requires cooperation of public and private sectors,

Paz’s insistence that private capital, both national and foreign,
might have an important role in Bolivian economic development may
surprise those who believe that he is a rigid Marxist. As a Marxist, Paz
initially compromised the Revolution by accepting the strichures of
world bankers affiliated with the IMF. He felt that unless the great
inflation of the mid-1950s were halted, the gains of the Revolution
would end with MNR loss of power.?® Ironically, the so-called IMF
methods of curing inflation influenced political development and
made Bolivia even more dependent upon a social poliey in Central
Government expenditure. It was not difficult for Paz to leave economic
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growth in the hands of USAID, for few persons understood at the time
that USAID’s policy was not really of economic nature. Nevertheless,
propaganda regarding “economic assistance” must have given a false
sense of security to all concerned with the decision to accept IMF
restrictions,

In a sense, the Revolution ended with the entry of the IMFE into
Bolivia. The major radical steps had already been taken, and the stabili-
zation policy forced left- and right-wing elements of the MNR into
increasingly hostile camps. With the MNR disintegrating, the U. 5.
Embassy saw the military as the only non-Communist {orce with the
necessary power and experience to control the country. In order to
prevent the rise of either the militarists or the Communists, Paz was
induced to run for a second presidential term beginning in 1964; how-
ever, this act further shattered the MNR instead of pulling it together.

Though the military-backed government of René Barrientos pays
homage to the ideals of a "Purified Revolution™ free from the nefarious
influences of the MNR —and while it commemorates the death of
Villarroel,”7 under whom Paz as Minister of the Treasury initiated
social programs — the real question of whether or not institutionalized
revolution will continue in the Mexican style cannot be answered,
Barrientos can claim that he has not retracted the major revolutionary
decrees while attempting to make the system work better, as in putting
the national tin mines on a paying basis.” The working out of develop-
ment will be the real test of the Revolution. If the Revolution is to come
of age, however, the Central Government must shift into economic
investment as well as maintain social outlay. As we have seen in Mexico,
economic expenditure has had more rapid results in relieving social
tensions than previously had been thought.™

Though the post-MNR government has brought decentralized
agencies into consolidated public scctor budgeting, there is little hope
that the Central Government will effectively coordinate all outlay. As
we have seen, state planning and public administration through de-
centralized agencies are mutually contradictory concepts. While the
post-MNR government has intervened to reorganize the national tin
mining administration b)-' ﬁring excess workers, cutting wuges, elimi-
nating food subsidies, and ending worker influence over administrative
decisions, the fact remains that the Central Government does not handle
COMIBOL funds; rather, the government received taxes for the first
time in 1966. The best that state planning might bring in the near future
is implementation of the Mexican system by which the projected
annual income znd outgo of autonomous agencies is approved by the
President and Congress in order to be sure that operations are reason-
able and not out of balance: the Mexican Controller General does not
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audit the deccntralized agencies. but simply requires standard reports
for integration into a consolidated public scetor account. This is about
all that ¢an he cxpected i the agencies are to remain autonmnous,
though perhaps the trend tow ard state planning might bencBcially
bring a graduul end to decentralized units. 89

In pre-Revolutionary Bolivia the population was willing to put up
with econamic stagnation, Since 1952 much ot the poptilace has been
mobilized in many ditferent ways; and though there are many different
degrees of political awarencss, there has becn increasing popular pres-
sure on the government to resolve national problems. Thus, when
Presidents Toro and Busch responded to sacial unrest with talk of
“state socialism,” a process was begun which has come to mean that
the government is widely charged with responsibility for development.
Also, the times no longer permit delay in development, tor the Russian,
Chinese, and Cuban examples in this age of rapid communication
bring pressure for rapid soeial and economic change,

With expenditure of the Central Government frozen. USAID grants
reduced in favor of loans, and Bolivia more dependent upon tin for
foreign cxchange thun anytime since the 1940%, what are the prospects
tor political stabilitv and socio-economic dev elopment? I tin prices
hold up and USAID holds out, a transition to Central Govermnment
participation in econnmic expenditure might be possible. If either of
these favorable factors disappears, Bolivia will have great difficulty
in continuing the long-range economic diversification begun by Paz
Estenssoro. CSAID C Dmrlbutlon in the form of louns is alrr-(ldv reaching
a level of diminishing returns, since the Bolivian debt structure can
only bear a reasonable load before the percentage devoted to repay-
ment of the debt becomes overly important in outlay. Apparently,
President Barrientos is aware of the 34 per cent increass in Bolivia's
external public debt between 1960 and 1965, for he has stated that
terms of repayment beginning in 1967 will be onerous.®! The external
debt stood at 257.2 million dollars in 196552 an amount very near the
total dollar disbursement of 2759 million dollars (including grants)
from U. 5. programs between 1942 and 1984.5% If Bolivia were to follow
Mexico’s path, however, frequent new borrowing might be used to pay
debts and, in the meantime, to stimulate increased econormnic activity #4

Clearly, political stability will require economic stability, and ‘the
search for both will go on until the Bolivians have conhdence that the
Central Government is able to influence the economic life as well as the
social life of the nation. Institutionalization of revolution in the Mexican
style requires creation of a mystique which encourages with concrete
results the belief that the government is shaping national integration
and destiny.
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At some point Bolivia must consider the degree of centralization
which it wishes to achieve in Central Government affairs, While we
have suggested that state planning will not be workable until the
Central Government exercises direct influence over economic finances
ot the public seetor, perhups we should add that intluence does not
necessarily mean control, Rather, influence may mean ability to regulate
constructively, subsidize, and stimulate the private sector and make
grants to deceutralized agencies for development of the national eco-
nomic infrastructure. Meaningless centralization, in which the Central
Government swallows local government and attempts to set up compli-
cated development plans, can lead only to burcaucratic mefficiency
and inability to solve problems. Grandiose goals of state planning might
well be reduced to providing coordination of public and private sector
activity through cellection and dissemination of information, search
for mutual aids, and attempts to stimulate economic diversification
through mixed public and private agencies. In regard to the latter a
hopeful trend can be tound in the 1965 reorganization of the Bolivian
Development Corporation to create such a mixed public and private
entity 54

We have not tried to provide solutions to the Bolivian search for
institutional stability, but to examine the structure and process which
have influenced the country’s present position. In this analysis certain
recommendations have beéen made, especially in regard to the nature
ol expenditure and state planning,

USAID is now aware of its own past emphasis in social expenditure,
either in direct budgetary support of the Bolivian Central Government
ot in imports of agricultural commoditics, for example, aud has acted
to rechanmnel assistance into economic development. Thus it is to be
hoped that the foregning analysis of Central Government outlay will
hring awareness of past policy by which realistic projections can be
drawn. In testing the ideology of the Bolivian Revolution, we have
found thut Paz could nut know how Central Government funds were
being expended because of confusion in presentation. He thought he
wus making an economic revolution, buat reality was tied to policy that
he himself had established in the mid-194Q's. Ideally, Central Govern-
ment expenditure should be presented in such a way that we can assess
expenditure in historical tenms. It will be interesting indeed to follow
Bolivian developments during the next few years, for, though Bolivia
has come fur since 1952 the greatest tests are yvet to come.
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APPENDIX A
U 5. Net Financial Commitments to Bolivia, 1946-19662

{ Millions of Dollars)

Sociel P L. 480 Export- Mher LSAID

7.5, Pragresy Foaid Impart (1O40-1954); -
Fiscal Total Truvt For Bank  Peace Corps Military

Year (Hiigadions Fumdh Prace© Loany  (ID62-TOA6)  Aswsisfanced  Logurv  Coramfs e
1946 4 -- -- -- 4 -- - - --
1947 3.4 -- -- 3.0 1 -- -- --
1948 4 -- -- - - -4 - - -- --
1944 7 -- -- 3 1 - - -- --
14950 16.5 - - - - 16.0 5 - - - - - -
1951 2 -- -- -- 52 -- - - --
1952 1.5 -- -- -- - - - - --- 1.5
1953 1.3 - - -- -- -- -- --- 1.3
1554 18.2 -- 3 2.4 5.0 - - --- 7.5
14955 33.5 -- 16.0 4.7 -- -- --- 12.8
1958 280 - - 2.7 - - - - -- .- 25.3
1957 26.8 -~ 4.0 -- -- -- --- 22.8
14954 22.1 - - -- -- - - .1 --- 22.0
19589 24.6 -- 4 -- -- 3 4.0 19.9
1960 [3.8 -- 2 -- -- --- - 13.6
1961 29.9 -- 2.8 -- - 4 V. 19.4
1962 383 -- 3.4 -- 8 2.2 7.6 24.2
1963 63.3 10.5 16.2 -- i 2.4 18.3 172
1964 V8.9 B 14.0 -- 2.5 3.3 42.6 13.8
15963 4.4 3.3 4.6 -- 2.2 L9 — 8.0 5.4
1966 38.8 - - 6.3 - - 2.6 2.4 21.8 3.7

Total 4573 146  70.9 26.4 19.5 12.9 95.6 2174

*Expenditures not reported in source. PAdministered Ly Inter-American Development Bank.

"Administered by USAID /Bolivin,  <Disbursements.

Saurce: Data provided by USAID/Washington, $iatistics and Reports Division: “Worksheet,™
May 4, 1966; .8 Economie Asyivtance frograme .. April 3, 1948-June 30, 1967 [I968) a7,
and U8, Querseas Loons and Grants gnd Arsistunce fram International Craanizations: Obliga-
tivns and Loan Awuthorizations, fuly 1, 1945-June 30, 1967, prepared for the House Foreign
Afairs Committee (1965, advanee copy.
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ArpPENDIX B

Relation of Central Government Actual Expenditure,
Major Decentralized Ageney Ouatlay, and Contributions
of USATD to Gross Domestic Product, 1938-19652

{ In Biltions of Bolivianos)

B % 10 T F [

A Central  Per Cont  Major  PerCent USAI}  PerGent
Yinph M Cinverineent BiA Apencics DA Funeles FiA
1954 3361 326 9.9 829 24.7 245 7.3
1959 3853 a57 9.3 886 2:3.0 273 71
1960 3479 353 7.9 933 20.8 212 4.7
1961 1872 415 5.5 1142 24.5 203 4.3
1962 2327 453 5.5 103l 19.7 336 6.3
1963 3736 505 58S 998 17.4 431 7.5
1964 G436 575 8.9 1064 16.4 685 10.5
1965 T30 T4 10.5 1300 17.8 227 3.1
1966 7431 781 9.8 12640 139 217 2.7

sCeptral Government, Major Deeentralized Avencies, and USALD are comparable to GDE, but
mat b each othor sinee transters huve oot heen deducted and TSATI fiscal vears Jo not mateh
Boliviau calendar years.

P Colunms A-L arn for cadendor reursy F-Goare for UW8, Rseal yenrs.

' seludes Specially Earrerked lneome and Tax Compensatian: see Appendix L.

Hneludes current exprnditures by COMIBOL, rilroads, and oil eorporatian: exclndes Social
Security Fund, Bolivian Developrnwnt Corporation, ete,

sConverted to bolivinnos by mnltiplyving vearly exchanpe rate tires total TUSATD cxpenditure
i Tubli 4.

Spuree; Calumn A: Bolivin, Seeretarin Noclonal de Planificacién ¥y Coordinavidn, Cucntas
Nacionaler de Bolivia, TH38-T883, Unadro 11; and USATI} Bolivin, Feonondc and Program Sto-
tivtioy § (19658 L1, Column B: See Table 7. Column I USAIDNBalivia, Economic and Frogram
Statistics T {19650 29, and 9 (1966} 31. Cohuun ¥ Table 4 (see note e abovel.
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ArrEnpix (G

Ratio of Projected Central Government
Expenditures to Projected Departmental?
Expenditures, Selected Years, 1900-1966

In Millions of Bolivianos

Ratio
A B BiA
Year Departmental b Central Governiment

1900 2.1 7.9 1
1929 44 8¢ 50.7 1
1430 7.0 47.6 7
1933 6.4 1037 16
1436 7, 112.3 16
1641 46.9 T01.8 15
1945 85.6 1,148.7 13
1952 246.9 4.336.7 18
14956 1.027.9 70181 69
14960 3,296.0 413,744.9 128
1964 19,6641 553,000.0 28
1966 16,249.9 §13,900.0 a6

“The nine departments are Beni, Chuoguisaca, Cochabamila, La Pug, Orura, Pande, Putosi,
Santa Crue, and Tarijn. Depactrcntal Gos ernments ofton have been in charge of such PIOErams
as sehanl construction, potahle waler supply aned poubilic warks.

PSpecially Karmuarked Inevne s not deducted.
“Includes extraordinary incomne from hond fotations with 17.$, bunkers.
Souwree: Bolivia, Minjsterio du Hacienda, Provupiesto General, see Appendix IF,



AppEnDIX D

Percentage of Central Government
Projected and Actual Expenditure
Passing Through the Fund for State
Obiigatibns, 1936-1964

{ Excludes Trust Funds)®P

Year Projected Actual
1936 25.8 222
1837 32.1 25.6
1938 22.4 31.0
1939 20.5 21.3
1644} 18.8 15.4
14941 19,7 35.7
1942 7.5 10.4
1943 18.6 19.4
1944 188 183
1945 7.3 .
1946 2.7 15.8
1947 14.0 15.2
1548 273 8.7
1949 12.1 5.1
1450 1.1 10.2
18951 21.4 11.9
1952 13.0 10.2
1953 4.2 22.3
1554 24.7 27.2
1955 28.3 28.3
1956 34.1 27.9
1857 29.7 61.1
19538 44.3 53.7
1959 49.0 43.7
1960 43.3 38.6
1961 37.3 38.5
14962 34.2 36.5
1963 32.8 34.3
1964 33.9 38.1

“These perceniages are distributed (acrording to expenditure by type of emphagizi in Table 6
and in Appendices € and N,

hRee Appendix E.

Searege: See Appendix B
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ArrExoix E
Trust Funds Excluded from
Centra] Govemment Projecterd
and Actal Expenditures,
1936-1 9647

f In Millions of Bolivianos)

Specially Farmarked® Tux Compensationd

Year Income Projectionse Projections Actual
1936 178 . .
1937 3.5 - --
1838 12.1 - - o
1434 157 - s .-
1940 21.9 . .
1941 254 - .-
1442 52.7 .- - -
1943 80.6 - - -
[944 574 .- - -
1545 104.2 - - - -
1946 177.68 - - .-
1947 226.1 - --
1548 312.0 - - -
1949 416.3 -- - -
§950 485.9 - - - -
1931 56K 4¢ .- ..
1952 TT0.6 -- - -
1853 1.024.0 - - - -
1954 1.322.4 - ..
1435 2.436.7 - - -
1856 3,026.8 -- .-
1957 3,475.1 6,324 9t 7,7850.5
1958 34034 6,357.2 5.366.0
19549 2.8962.8 T7,062.3 4 4838
1960 3,630.9 8.062.3 5.4923.2
1961 3,482.1 7,684.5 86347
1962 4.1,095.0 717608 5.806.5
1963 133,230.0 - - - -
1964 318,2949.5 - - .

" Fronds excluded in Takles 6 and 7.

PRentd para Fines Especials by chuapor or patagraph, 1936-1944; Awexe 1, 1943-1961:
Anexo 2, 1962,

< Actual vapenditure not audited (exeept fur 1937

A prcnowe Jurees ebc drepneston s Areva 2, 1957-10GY ) Anera ), 2RI,

*From . typod “Informe”™ by Contador General in unpullished yearly Sumiary Account Bank,
19al, 2-3.

famern 1 == 2 in Prieupesto Coneral, 1957,

¥ See fubil-pnt shoet in Prosteptiesto General . 1062,

Saurce: See Appendix F.
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ArrEnDIX F

Somree of Central Government
Projected and Actual Expenditures

The source for projected accounts is published yearly in Bolivia, Ministerio
e Hucienda, Presupuestp General?

Actual aceonnts are unpublished since 1934 and found in Bolivia’s Office
of the Contralonia General in the form of vearly Summary Account Books,
These simmaries are hased upon Detalled Account Books of movement of
funds by ministry and for State Obligations® The Detailed Account Book for
the Ministry of Education, for example, lists all items from the Presupuesto
and nates all changes while recording amounts actually cxpended, Detailed
Account Bocks are currently stored in the archival section of the basement
in the Ministry of Hacienda, Summary data for 1811-1931 are provided in
Jorge Pulenque, Estadistica Boliviang, Primera Parte, Andlisis Numérico del
Presupuestn Nacional, Afios 1911-1931 (La Puz: Talleres Grificos Renaci-
micnto, 1933), 61-67. Palenque includes expenditure outside the budget
with his totals on page 67 and these expenditures are classified here as having
administrative emphasis, Summary expenditures for [932 and 1933 are found
in Bolivia, Contraloria Gueneral de la Repiiblica, Informe . .. 1932 u 1933
(La Paz: Editonial Amdérica, n.d.), 157, 273,

Bolivian amounts used in this paper are in bolivianos even though on jan-
uary 1, 1963, Bolivia converted to pesos at 4 ratio of 1 to 1000. The effect of
this conversion was to reduce billions of bolivianes to millions of pesos. His-
lorical consistency necessitates continued use of bolivianos. Absolute amounts
used in Table 7 have been partially rounded beginning in 1964

Recorded funds expended outside the budget (fuera del presupuesto) with-
out authorization are added to total expenditure and appropriately distributed
by type of emphasis. Thus the Christmas bonus (uguinalde) to governmental
emplovees, 1940-1954, for exampile, is integrated futo actual uccounts (distri-
bution s based upon the percentage ratio given in the Presupuesto for 1961
3.6 economic, 32.5 social, and 61.9 administrative).

Sources for actual expenditure through 1939 exclude Extraordinary Ex-
penditures: servicio de rentas especiales, fondos de custodio, fondo contri-
bucidn putridtica (except military). For Trst Fund exclusions see Appendix

Notes on Sources by Year

Projected Accounts

1932-1933: Source is Bolivia, Contralors Ceneval, Informe ... 1932 g
1933, 269 ’

1933-1935: Estimates of militarv expenditures are based upon actual ex-
penditiares. During the Chaco War military funds were kept iu special accaunts
{fordo contribucicn patridrica) but have bren incomporated into regular ac-
counts here,

1934: Excludes emergency projections.

MWhereas the Presupuesto Goeneral and the Summary Acoount Books have been used to ascertain
latiy by ministiy, the Ietailed Acvownt Hooks rLibras Centralizadores oe (restos) have been used
to distribute projected and actie] State Ohblipations intg cconomic, <ocial, and administrative funee
tinms. Sinee the Detailed Aceoat Boaks may cantain wodifications in projections, totals and such
items a3 the Public Debt, Betirerient, ctc., may not agree with M Frivupaesto Cenoral,
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ArrENDIX F {Continued)

1945: Duta in suninry are used [or estimations of actual expenditure.

1947: Revised total.

1948: Summary is used but tota] for State Obligations is revised to agree
with detail.

1830; tuchudes 114.0 millien bolivienns in presupuesto adicivnul.

1931 Presupuesta is confused and in error; source for actual expenditures
includes o typewritten revision of projected figures by the Cantador Gencral,
Hector Calderdn Al

1958: linistry of Apriculture includes funds to stimulate production: 414.1
million lrodivianos.

193919615 [hid.; 219.2 and 248.0 nullion balivianos, respectively.

1965-1966: Source is Bolivia, Ministerio de Ilaciemla Departamento
Estadistico de Presupuestos; 1965 iy signed by President Barrientos, February
11, 1965 1966 is modified summarny of August 1. 1966, Beginming in 19635 the
puh]l( debt is listed by function, but a special L}mrl preparcd by the Departa-
mento Estadtica de Presupuestos gives the totads used here. Percentages
not available for some items in 1965-1966 arc included in other categorics

(for exaniple, Commuuications is included in Public Works).

Actual Expenditure

1932-19:33; Bolivia, Contraloria General, Informe .. . 1893241933, 157,273,

193:3: Suminary Account Book is nsed in conjunction with the In_form(..

1833-1935: See note for Projected Accounts.

1937-1938: Revised summaries.

1947 See page 133 in Summane Avcount Book.

1842 [ucludes 4040 million bolivianos in pablic debt for Staudard it Co.
Aguinaleda is added to (_\l)LI'l(lth.'[r‘N on page 127 i Summan Account Book.

1944 Aguinaldo and enticipos a la d}aﬁ msa are added to tolul expenditure
given in page 132 of Summary Account Book.

1945: Estimate in Table 6 is on busis of difference in projections und actual
outhay for {944,

1946-1947: Ttems such as “D" andd “CBE" urc estimuted feom projections;
others are estimated from actual expenditures.

[945: Includes emergency linds {outside of budget) to combat civil wur
(87.6 miliion bolivianos forwilitary and 55.9 fur Government Ministry).

T965-14966: Source s Bolivia, Ministeric de Hacienda, Departamcnlo
Estadistico de Presupuestos; plellunutlr\ dara Percentages not availuble for
such itetns in 1963-1966 are included in other (ategmms (tor example, Com-
munications is included in Public Works).

18966 Data as of December 28, 1866; some estimation on basis of projected
expenditure.

54



Per Cent of Projected Central Govertunent

APPENDIX (G

Expenditure; {1] Tvpe of Emphasis, 1930-19664

Frojectionse

FPer Cent

Yearh byt Total Econ.  Social  Admin.
1930 Siles 100,0 5.4 9.6 52.0
1931 Salamanca 100.0 17.9 13.0 641
1932 Sakumanca 1000 18.7 Pl 70.2
1933 Salunmunca 100.0 4.2 34 92.4
1934 Salamanca 1000 4.0 2.7 433.3
35 Tejada Sorzano 100.0 3.2 2.4 941
18936 Tejuds Sorzuno 10600 G.8 6.6 86.6
1937 Toro 1000 4.9 11.6 73.0
14934 Busch 100.0 13.6 17.5 8.9
19739 Busch 1040.0 13.5 18.1 68.4
1940 Qnintanilla 10,0 16.3 24.3 39.4
1941 Pefiaranda 100.40 16.3 20,2 63.5
1942 Petiaranda 100.0 18.2 23.4 58,4
1943 Penaranda 100.0 279 21.4 50.7
1941 Villurroel 1060 26.8 21.6 51.6
149453 Yillarroel 100.0 15.5 27.5 536.7
1946 Villarroel 100.0 13.8 288 274
1947 Monge Guticrrez L1000 11.8 27.2 6140
1948 lHertzog 100,40 8.1 249 67.0
1949 Urriclagoitia 1000 9.2 24010 61.7
1950 Urriolagoitia 1040.0 9.9 29.7 0.4
1951 L,'rrio]ag()iiiu 100.0 U.s 26.6 G35
1452 Bullividn 1040 10.9 26.2 52 4
1953 Pux 100.0 13.8 35.0 18,2
1934 Pz 100,40 15.4 33.8 48.5
19355 Paz 100.0 8.7 31.4 149.9
956G Hax 100.0 iz2.6 16.6 4005
1957 Siles 100.0 438 24,3 32.9
14958 Siles 1040.0 25.1 3201 128
14939 Siles 1040 228 3004 46,4
1460 Siles 10).Q) 6.8 32,1 51.1
1961 Paz 1004 18.0 34.0 48.0
14§62 I’az 1080 17.0 30.06 47.4
1963 Paz F}).0 16.2 36.2 47.6
1461 Paz [EMORY 14.8 34.9 oty
1965  Barrientos 1000 °14.4 °31.4 “54.2
1966°%  Ovando 1000 °14.5 °36.8 48T

tExelndes Trust Funds, see Appendis B State OLlbgations are disteibned acvordinge o tyvpe
of crephasis tsec Appendis D for uodistribated totals,

EFor nates on dida for individual vears, see Appendiv 1

VOften projections have been farnulated several months after bBudretary vear has begun,

Presidential tenns of office are givon in Appendix H,

“Hompgh estimate of perecntiapees based upon preliminary Hunres: note ehange of Ppresentation
in data by the Bulivicn Troeasary Dlepartment makes exact conmparison e TESA and TIGC vears

irenpoasilsle.

Sowree: See Appendix FL
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ArrEnpix H

Presidential Assumptions.of Oflice Since 1926

1928  January 10 Hernando Siles Reves

193¢ June 28 Carlos Blanco Galindo (acting}

1931 March 3 Daniel Salamanca

1934 November 28 José Luis Tejada Sorzano (acting)

1936 May 16 Germin Busch {acting)
May 22 David Toro {acting)

1937 July 13 Cermin Busch (acting)

. May 28 German Busch

1935  August 23 Carlos Quintanilla (acting}

1940 April 15 Enriyue Pefiaranda

1943 December 20 Guulberto Villarroel {acting)

1944  August 6 Gualberto Villarroel

1946  July 21 Néstor Guillén (acting)
August 16 Tomés Monje Gutiéreez (acting}

1947  March 10 Enriqque Hertzog

1949 May 7 Mumerto Urriolagoitia {acting)

1851  May 16 Hugo R. Ballivian {(acting)

1952 Aprl 9 Hemdn Siles Zuazo (acting)
Aprl 15 Victor Paz Estenssoro

1956  August 6 Hernin Siles Zuazo

1960  August 6 Victor Paz Estenssoro

1964  August 8 Victor Paz Estenssoro
November 4 Alfredo Ovandoe Candia {acting)
November 3 René Barrientos Ortufio {acting)

1965 May 26 René Barrientos Ortunio und

Alfredo Ovando (acting)

1666 January 3 Alfredo Ovando Candia (acting)
August 6 René Barrientos Ortufio

1969 April 27 Luis Adolfo Siles Salinas (acting)

Source: Andrés de Sunta-Croz Schuhkraftt, Cuadroes Sindpdices de los Gobernantes de o
Reypiblica de Bolivia, 1825 & 1958 y de ln del Peori, 1820 g 1956 (La Paz: Fundacion Universi-
taria Simon I. Patinp, 1936], 40-32; New York Yimes, 1860, 1964-1966,
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Appresmx 1

Estimated Gross Darnestic Produet
by Sector, 1930-1966

(Yearly Totals = 100).0) Per Cent}

Secturs
Agricul- Petro-  Tnduy- Lommrerce- Transpor- Construc- Govern-  (Other
Yovar ture  Mining lewutn try Finance tation tion ment™  Berpices ©
14930 332 147 i [13.5 il 4 8.3 ] 1.5 9.0
1451 31.2 152 .6 132 124 3.3 i 124 8.8
1452 2592 150 ) 12.6 12.35 6.2 9 142 549
1933 30.8 17.2 T 14.3 12.1 6.9 i 7.2 10.1
1954 294 14.0 2.0 138 12.3 7.6 7 8.3 9.9
1855 260 137 3.0 15.0 12,7 7.9 R X2 9.6
195G 294 13.0 3.7 14.5 129 5.4 N 7.3 10.1
1957 323 (3.8 4.3 10.5 117 7.9 R 6.0 10.6
1958 3L.7 9.4 4.0 12.7 12.8 5.9 3.6 7T 9.6
19559 324 5.0 3.7 12.7 13.0 8.4 3.8 7.9 10.1
1960 31.40 5.4 3.5 131 130 8.5 1.1 7.9 10.1
(961 31.9 M5 3.7 128 12 H.3 3.2 85 10,3
1962 299 55 3.7 13.4 12 8.3 3.9 9.2 10.3
1963 29.7 8.4 3.8 13.5 125 8.4 4.3 9.0 10.1
1964 28.7 9.1 3.5 14.0 12.8 8.5 4.2 8.5 10.1
1965 28.0 R2 3.9 136 131 8.5 5.3 9.3 10.1
1966 268 9.0 3.1 12,1 122 8.2 5.5 9.6 11.5

+ [neludes private petrolewn eonstruction sinee 1955

hncludes autormons agencies.

s Tneludes electricity,

Suuree: Table 2,
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APPENDiX } Arernnix K

Tin’s Share of Total

Export Value, 1929-1949 Index of Industrial Production,

1950-1964° (1950 = 100}

Years Per Cent

1929 y = 1 Year Index
1930 76.2 1850 1900.0
1931 76.4 1951 106.3
1932 72.3 _ 1952 101.0
1933 69.4 1953 100.0
1534 79.5 1954 110.2
1935 737 1453 115.0
1939 61..? 1956 107.0
1937 62.5 1957 113.6
1938 63.3 1938 a7.0
15349 66.3 1959 92.0
1540 213 1960 95.0
1941 70.6 1961 102.0
1942 66.8 1962 111.6
1943 (7.4 1663 119.6
194‘3 65.4 1664 126.1
1945 75.0

19448 0.6 aTn prices of 1950,

1947 67.2 Source: CAmara Nacional de Industrias,
1948 711 Iridustr!‘a, ﬂ{emﬂrja XXXIV {1963 81, and
1949 ~0.8 Momorin XXXV (1366) 65,

Source: Bolivia, Banca Central, Memorios

1857, 86, 90,

ArpPENDIX [,
Net Collections of Bolivian Revenue, 1957-1965
(In Billions of Bolivianos and Per Cent)

Internal
Year Amount Per Cent Revenue Customs  Communications
1957 221.3 100.0 3.3 67.2 1.5
1958 178.3 100.0 47.6 50.9 1.5
1959 23001 100.0 48.1 30.5 1.4
1960 268.1 100.0 49.1 49.8 11
1961 337.3 100.0 46.0 53.2 B
1862 404.4 100.0 43.5 55.6 9
1863 505.5 100.0 40.4 58.9 T
14964 532.9 10043 45.0 54.3 7
1965 559.3 100.0 42.2 57.0 8

Souree: USAIDABalivia,



APPENDIX M

Classification of Bolivian Central Govemment
Expenditure by Type of Emphusiss
(Cede is Key to Appendix N)4

Economic Expenditure®

AR Agrarian Reform

OF Public Works, formerly Fomento: includes negligible amounts for pot-
able water; includes transportation subsidies

COM Communications {separated from the Treasury Department, H, prior
{0 1923%)

EC  Ministry of Economy, formerly Industry

MP Mines and Petroleum Ministry

AG  Agriculture and Livestock; includes irrigation; excludes COL

COL Colonization and Rural Development (separated from AG): pror to
1941 funds for Colonization included government of sparsely populated areas
— especially police, defense, and communication

CBF  Bolivian Development Corporation grants (separated from EOQ)*

EX Economic share of Christmas Bonus, 1940-1954

EQ  Economic share of State Obligations;d includes economic share of ex-
penditure outside the budget, price supports, transfers to industry and com-
merce, subsidies of decentralized agencies, payments to international agencies
operating in Bolivia, buffer stock funds, transport subsidics, civil aeronautics,
and contributions to Bolivian-American Cooperatives for Agricultural Devel-
opment and the Agricultural and Roads Services; excludes grants to CBF

Sociel Expenditureb

EDO Education share of State Obligations (separated from $0};¢ includes
university subventions; excludes seminaries and Church schools (included in
AQor ()
ED Edncation Ministry; includes negligible amnounts for Catholic Education;
excludes Fundamental Education for literacy, community development, and
agricultural extension {(administered by AC)
AC  Peasant Afairs; includes Fundamental Education; administration of
cooperatives; and agricultural extension
T Labor and Social Security; excludes RT
SP  Public Health {separated from G prior to 1929)
8%  Souvial Sccurity transfers (separated from 50}

{Cantinued)

65



AppENDIX M {Continued)

V' Housing (separated from $0)¢

5X  Social share of Christmas Bonus, 1940-1954

50 Social share of State Ohligations; ¢ includes social share of expenditure
outside the budget as well as contributions to CARE, Catholic Reljef Agencv,
Restaurant del Nifio, UNICEF, public disaster, U. N. Peasant Rehabilitution
Center, and Education and Public Health Services; excludes EDO, 58, v

Administrative Expenditure b

L Legislature and Vice-Presidency

] Judiciary (Justice Department transterred to G in 1961}

CE Electoral Court; included in G until 1958

P Presidency; included in G prior to 1950, includes Press Agency and negli-
gible amcunts for Tourism and Social Service to foster career administrators:
excludes PC after 1963

F  Foreign Relations; excludes Church Affairs

G Government, Justice, and Immigration; Justice Department in | prior to
1961; Electoral Court in CE after 1958: Presidency in P after 1950; prior to
1929 excludes 8P

H  Treasury; includes Controller General's Office and Statistical Ageney as
well as old Compafia Recaudadora Nacional; excludes COM prior to 1923,
and D and R prior to 1929

M Military

MO Militarv share of State Obligations (separated from AQ)*

D Public Debt (separated from H prior to 1924 and from AO thereafter®);
includes interest and amortization; excludes R

¢ Church Affairs (separated from Fareign Relations); includes subsidies to
seminaries and schools,

PC  Planning and Coeerdination; included in P until 1963

AX  Administrative share of Christmas Bonus, 1940-1954

RT Retirement funds for Chaco War veterans, widows, orphans, and MNR
insurrection veterans (scparated from T)

R Retirement funds (separated from H prior to 1929 and separated” from
categories AO andfor 1) thereafter); includes prizes after 1922; distributed
by ministry beginning in 1965

AO  Administrative share of State Obligations;d includes administrative

1Continued)
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AppEnDIX M (Continued}

share of expenditure outside of the budget; includes subsidios fumiliares; in-
cludes subsidies of department and municipal government, Church constre-
tion und affairs {including schools), pension funds, secret funds of the President,
and tunds for special military and poelice units; includes contribution to mone-
tary commission and to international organizations; includes Creditos Recono-
cidos; excludes categories D, MO, and R

akee Bolivia, Ministerio de Haclenda, Presupuesto Geweral, T96TF, for government delinitions
of function by ministev.

Eprargentise tatals by type of emphasis are given iu Table B and Appendix G.

“ltews in parenthesis have been shifted feam ooe category to another in order to achieve con-
sistenoy in acconnts.

AFEG | 80 p AD | CREF - EDO - 551 V4 MO—D+-R=veanrly totals of 5tate Obligations in
Appendix 12 {including funds spent outstde the budget, 1836-1938); see nole “u’” in Appendix F.

“See note “Ca’in Appendix Vo see note 237 above.

Scurce; Appendiy Fu
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ApPPE~NDIX (O

The Wastage Overhead Factor
in Government Finance

All govemments misuse and lose funds through bureaucratic sloth, loose
audit, inefficient planning, and corruption; therefore, we can say that there is
what may be called a “wastage overhead factor” in all expenditure. Since this
factor varies according to tvpe of outlay und is impossible to ascertain {except
in isolated cases of investigation which may or may not be typical], we can
say only that though governmeni expenditure, like private expenditure, in-
volves incfliciency, the cost of inefficiency must be included in outlay for any
given project. Thus, cormption in public works contructs may increase the
true cost of work completed, but the final cost is the one that must be aceepted
tor aceounting purmposes (even i, for example, the contractor or his cohorts
are tonnd out and jailed). We may say, however, that the work has been com-
pleted with a greater or lesser wastage overhead factor.

The U. 8. Aid program to Bolivia was tremendously wasteful in its early
years mainly because the predecessor agencies of USAID were “negligent in
failing to appoint a ports management, transportation, and warehousing tech-
nician in Bolivia during the period from 1954 to 1958 . . . tailing to designate
a controller und an adequate end-use stafl in Bolivia prior to 1957 . ., failing
to bolster . . . technical staff before initiating tremendous shipments of emer-
gency aid late in 1953.” Made in 1860, these condemnations by the Permanent
Subcommittec on Investigations of the U. 8, Senate Committee on Government
Operations conelnded that the Agrienltiural Service operation was “exemplified
by the inadequucy or absence of basic receipt and acconnting records; injudi-
cious and arbitrary procurement of millions of dollars worth of machinery and
equipment in excess of needs, much of it not adapted for use in Bolivia, misuse
of and improper storage and maintenance of costly equipment; [and} misuse
of counterpart funds on unauthorized projects.” The Senate Committee rep-
rimanded the U. §. Mission ftor reconciling “the continuation of varous proj-
ects when it should have become obvivus that they were years ahead of the
needs of that country or were needless because of the changing economic
situation [especially the Villamontes irrigation profject, which involved loss
of about a millien dollars].” In addition, the Committee noted: “Despite the
fact that [the Bolivian] Government was known te have been almost 82 rmil-
lion in arrears for several years in the collection of local currency generated
by aid goods shipped to, distributed, and sold in that country, [the U. §. Mis-
sion and Washington], prior to 1958, had continted to recommend and ap-
prove the obligation of huge sums of U. 8. money for dircet budgetary support
of the Bolivian Government.”?

Altheugh 2id ta Bolivia has had a high wastaye overhead factor, this mayv
be a nermatl pattern of U. 5. aid, at least in crisis situations and while an aid
program is being established (witness the present Vietnam situation). Never-
theless, U, 8. aid achieved political objectives in Bolivia, il not all of its social
and economic goals. Thus, though the final cost of U. §. aid to date has been
many times higher than true cost might have been, we must use the forner

2U.S. Congress, Senate, Admibustration of United States Foreign Aid Programs in Bolicia.
Repart of the Committee on Covermnent Operatinns made by its Poemuanent Subemnmijtbee on
Investipations. 86th Congress, 2ad Session, Senute Repore 3030 (1960) 26-27.
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Arrexpix O (Continued}

fignre with the qualification that a high wastage overhead factor hus been
involved.

Programs of the Bolivian Central Government also have suffered from the
same high factor. Since this factor has heen deeply ingrained in Latin Ameri-
can life, analvsis of Bolivian expenditure includes the assumption that the
high cost of incfRciency limits efretiveness of financisl activity in achieving
results, Some ohservers claim that the wastuge overhead {actor contributes to
privite capital accumulation; however, we have argued elsewhere that wust-
age tunds are not necessarily accumulated for capital investment but for rela-
tively nonpmduntn ¢ commercial and urban real estate ventures.?

Inelticieney in Central Government financial affairs has involved a long
strugyle by the Controller Cenerul’s Office to give the audit immediate rele-
vancy, Accordmﬂ to reports in Lhe Summary Account Books, the new Control-
ler General’s Oifn ‘e begun work in j.muar\ 1929, with thc audit almost 10
vears in arrears.® In 1933 Munuel Raudgin reported that the impact of the
Chace War sh,lttvrt'd the audit due to conlusion, lack of v()mpdu-t people,
and, waindy, tack of forcign techinical advice, He noted tat the Treastiey had
paid large amounts which were not authorzed and that bureaucratic delav
and inetficiency made the Coutroller’s work most difficult, especiully when
documents were not forwarded for audit. In 1941 the Controller lumented
that recent years of bad government had created disorder and demoralization
in admitaistrative branches, which often had gotten into the habit of spending
global accounts at their own diseretion; also, he noted that some offices claimed
that revenue which they collected did not have to be audited at all because
it did not come thmugh the Treasury.

In order to overcome budgetary pml)h ins. in 1954 the Presupuesto General
earried the provise that ne pavinents would be made by the Treasury unless
they were approved in the Lmlget The Contioller General was required to
watch carcfully for the source of any unauthorized expenditures. Thuugh this
action took some time to implement because of the inflation which prevented
the government from operating with stable amounts of money, by 1858 funds
cepended cutside the budget had veased to be o problem in prcsenhng audited
aecannts,

Thus we may see that the Bolivian audit hus accounted lor funds oven when
expended outside of the budyet. Funds have not simply been stolen,? but
allocated to the various ministries which have used them with more or less
efliciency. Thougl the Congress has not exsmined the Controller’s audits,
sietiple hureaucratic toree has driven the Controller General’s Office to go
thraugh the prescribed fomws and require that all amournts be accounted for in
the general and specific balances. Given a high factor for wastage in Bolivian
fmanu:s then, we can say thal the figures presented in this puper have mean-
ing. The data reflect, as in the case of USAID expenditure, the prevailing
thrust of pelicy at any given fime.

b Wilkice, The Mexican Hevolufion, .,
€ Bolivia, Controller General’s Office, Summary Account Book, 1931, 3,

Tt of U8 Rods nndoubted]ls (did aceur in the process of heinyg turned over to Bolivia.
With Lack of recenms ot some stagrs of the USAIT pocram, sone Bolivian officals could take
adwantars of the Fier that necher the U goverintent nor e government o Lo Pis knew the
goods existed. See nute a7 on page T4,

75



Pl AJUO YMLs FO SR PRSI AN

ALY, JF AN DY) a0 8]

T TUIOE TYIpUeT T g Sy e
ST, JANEIU TUGLAIGE S| UAUE WR{TO IO HuTg 0k 3 SIOUUBTIEY SN0 ],
pdseere [CARIAUG

3P

i OpRLEILG spma g |

ERIGTTITIO N B SRR T T

St uarm LLLLLELO Ty Tauny L) 1

SLLLATOI L] paLrn

a6e <l R'ae I'Le qae 8%C LFE a@[e a4l Gee VAT RIST

YEU Ry NULT O LB uRE eW¢ Wl buT L LAY B LERULN
Sy Fie LG YN VBE ¢ Bt 1ar gty 0ov EREAULIEN|
Y el L9 0L 19 89 Y ge (a7 €y POIUOUOD]
00nT 00T 0ol ool 0000 0oL 000l 0001 ool 00T 000t juany g
CIRL 9FRL ENLE s 909F  TTER TOLE L9 9eLE LA 5% SOURIAI[OG suoT|[ig

N [y
{c}

$NE 9ce 9L LIz [ ) 6'+E 0ee 951 9Ll ac<l FeT CAT pelAnse

S0 8ot R (F18 H'LE P ute I'te j e ¥ET v'Le 5o alvIng
G K% ¢'68Y L Lcr O 9ur Leg B'el Lty 0°SF SFAY qadIvUL
sl B¢l a9y g oL L AR H 8y ¢l G 09 oL e [MIGUGY
GONT 0001 org0l ool 0001 00T 0007 00T 0'0GT 00T 000T 0001 LR RN
Fheyg  0°06L TIAR L6FY TRUS O0'0F ook BRHE SLBE §TI6C GLR ©0r SOUBIALGQ suoIig

9961 B9BT  POGT  EUGT GH6I 961 gyal 6861 RS6I le6]  9S6F S56T

payaafong
i1

o6 1-G56T "M _.,._:u:on_xmn Jo _J._?:.::f.
[Freauan g x.u.....w_.__E,..-..»CU [FINID Sy Uuianog o T,

J XTuNdddy



APPENDIX Q

U. S. Ambassadors to Bolivia since May 1928

Assumption of Office

Name

May 1928 ¢+
November 1830
Augnst 19, 1933
April 25, 1936

May 4, 1937

June 22,1939
March 3, 1942
September 2], 1944
April 27, 1946
November 19, 1549
December 14, 1951
October 11, 1954
Muarch 28, 1957
April 8, 1859

June 24, 1961
December 3, 1963

David E. Kaufian
Edward Francis Feely
Fay A. Des Portes
R. Henry Norweb
Robert G, Caldwell
Douglas Jenkins
Pierre De L. Boal
Walter Thurston
Joseph Flack
Irving Florman
Edward ]. Sparks
Gerald A. Drew
Philip W. Bonsal
Carl W, Strom

Ben 8. Stephansky
Douglas Henderson
Rau! Hector Castro

September 3, 1968

Souree: U.5. Embassy/La Paz.
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BIBLIOGRAPHIC ESSAY

Tiis sTuDY is primarily based upon raw data archived in Bolivian
Treasury Department files. Methodology and processing of data have
been discussed at length in the preceding text and in Appendix F,
These data have never been published in any complete historical form
and partial publication generally has been misleading in that consistent
and meaningful categories previously have not been developed. Func-
tional analysis by the Bolivian govemment, given in Appcndlx P,
illustrates the umfuslon engendered by classification of “Obligations
of the State” as financial in nature, when in fact this category has
engompassed all types of expenditure, thus cross-cutting many functions.

As we have seen, of course, discussion of Bolivian Central Govern-
ment expenditure in the terms of the cconomist has not been possible
because capital and current expenditure have been confused in presen-
tation of wecounts. In any case, the form of analysis used in the present
work is the most suitable for political analysis of the nature and course
of the Bolivian Revolution.

Duata regarding expenditure of U. S, funds by the U.S. Operations
Mission (USOM} to Bolivia prior to 1961 and b‘r the U. S, Agency for
International Development (USAID] since 1961 have been obtained
from Washington and Belivian offices of the USAID program. In
addition. it has been necessary to investigate inactive files of USOM/
Bolivia which have hecen dcp051ted in the Federal Records Center,
Suitland, Maryland. Because Program Reports and many documents
of USOM/Bolivia unnecessarily have been labeled “classified” and
because the USAID Information Office refused to grant permission to
examine such materials, these items could not be consulted for the
present study. Given the poliey of USAID on public information, it is
now impossible for investigators who are not in employment of or under
contract with USAID to gain access to classified files. Thus it is not
possible at this time to make independent analyses for a full history
of USAID activity in Bolivia. Unless USALD retains classified records for
at least a third of a century, when its files may be opencd, historians
may never be able to reconstruct the history of the Bolivian Revolution,
which has been so entwined with U.S. aid.

In addition to USAID's need to develop clear budget systems, the
reader should be aware of the State Department’s poliey on disposal
of books, otten in a destructive manner. The F Embassy in Bolivia main-
tains no library of the books and materials which it gjttthms and peri-
odically W ashlm:t(m has given orders for disposal of all materials which
are not current. Thus, many of the basic Bolivian reports, books and
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papers from which Department of State und USAID analyses were
drawn in the 1950's had heen literallv dumped in La Pac’s river by
1966, A suggestion trom a USAID Information Systems Task Force
that Bolivian and U. S. materials be saved in the future has been ignored
to dute by USAID officials in Bolivia who. busy projccting the future,
fecl they can waste little time or scarce funds on maintenance of ade-
quate archive and library tacilities.

The U. 5. Embussy in Bolivia could do great service to the develop-
ment of research by Bolivian nationals if the Bolivian materials and
USAID eontracts and reports gathered and developed in the course
of conducting the aid program were simply saved and placed at the
disposal of both scholars and government officials trying to assess
development. 1f U, S aid is to be effective, recipient peoples must be-
come self-suthicient in dirccting national affairs, and information is an
il‘npm"tant ke}-' to such action,

For aspects of policy and methodology of assessing the economic
outcomes of USAI programs tanalvses which are heyond the scope
of the present studv), the reader mav consult works which deal with
Washington and Tdman [(.Spt‘(.tl\{:’l\" V.S, policy decisions and
attitudes of p()h(,\ mnakers in Washington are discussed in Robert A.
Packinghaun, “Political Deve lopment Doctrines in the American
Forcign Aid Program.” World Politics 18 {1966) 194-235. Methodology
for examining the results of U, 5. assistonce is prf'scntt‘d in Neil H.
Jacoby's U.S. Aid to Taiwan: A Study of Foreign Aid, Self-Tlelp, and
Decelopment (New York: Praeger, 1966). Background of UL 5. aid
activities, finance of international organization and international flow
of fands are treated in several studies respectively, See. for example,
Woltgang G. Friedmann, George Kulmanoof, and Robert F. Meagher,
Duerngtiongl Fingoeigl Aid (New York: Colunbia University Press,
1966; ]. David Singer, Financing International Organization: The
United Nations Budgetary Process (The Hague: Martinus Nijhoff,
1961}; and Bonuld C. Naim. Internationa! Aid to Thailund: The New
Coloninlism? (New aven: Yale University Press, 1966

In recent years we have seen several studies of finaneial activities
of individual countries. These works tend to be interested in economic
anelysis, rather thuan in ideolugy as revealed in projected and actual
accounts. and are exemplified by the following: John H. Adler, Eugene
R. Schlesinger, Ernest C. Olsou, Las Finunzas Publicas y of Desarrollo
Econdmice de Guatemala (Mexico. D.F.: Fondo de Cultura Econé-
mica, 1952); Henry O Wallich and John 1L Adler, Public Finaneces in
a Developing Country: El Selvador — A Cuse Study (Cambridge:
Hurvard University Press, 1991; Alun T. Peacock and Jack Wiseman,
The Growth of Public Expenditure in the United Kingdom (Princeton:
Princeton University Press, 1961},



It is interesting to note that though we have such studies as Lewis HL
Kimmel's analysis of U. 8. Federal Budget und Fiscal Poliry, 1789-1958
(Washington, D.C.: Brookings Institution, 1859), it probably would
not be possible to analyze direct U. 5. expenditures as a gnide to political
ideology as is done in the present study of Bolivia. There are two reasons
for making this statentent. First, the pres;dent of the U.S. is subject to
an impressive number of checks and balances (see Aaron Wildavsky.
The Politics of the Budgetary Process [Boston: Little, Brown, 1964]).
Second, U, S. expenditure has complex ramifications of international
and national obligations which are long-termn and thus nat subject to
great control by any one president. If expenditure for items such as
defense were omitted from analysis, however, Lyndon B. {ohnson’s
social expenditures, centered in the Department of Health, Education,
and Welfare, might show a major turning point in U. 5. federal budge-
tary policy.

In conducting research into Bolivian affairs, & new source of infor-
mation was generated by the author and his wife (Edna Monzdén
Wilkie) with the completion of u number of oral history interviews,
Particularly valuable for understanding Bolivian de»elopmentb are
tape- recorded interviews with Victor Paz Estenssoro. This recording
has been transcribed as a 900-page manuscript on the life and times
of the country’s leading revolutionary figure. Discussions of personal
and national history with, for example, opponents of the revolution
such as Joaquin Espada treasury minister several times during the
1930's and 1940%s, and Hugo Roberts Barragan, disillusioned propa-
ganda minister for the Revolution, were also most helpful in qualita-
tively examining developments of this century.

Since analysis of Balivia prescnted here centers on financial history,
bibliography which follows is busically aconomic in nature. For biblio-
graphic materials on land reform. the reader is advised to consult James
W, Wilkie, “Bolivian Land Reform Since 1952: A Statistical View of
Title Distribution,” manuscript, October 1968. Political bibliography
may be tound in Herbert S. Klein, Origenes de la Revolucion
Nacional Boliviang (La Paz: Editorial Juventud, 1968) and James M.
Malloy, "Bolivia: A Study in Revolution,” Pittsburgh: Ph.D. thesis in
political science, University of Pittsburgh, 1967. Helpful economic and
general bihliographies, respectively, are provided in Comelius H.
Zandag. The Bolivian Economy, 1952-1965: The Revolution and {is
Aftermath (New York: Praeger, 1966); and American University,
Special Operations Research Office, U. S. Army Handbook for Bolivia
(Washington, D.C.: Government Printing Office, 1963). Also see
Charles W. Amade, "Balivia’s Social Revolution, 1952-1959: A Discus-
sion of Sources,” Journal of Inter-American Studies 1 {1959) 341-352;
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Valentin Abecia Baldivieso, Historivgrafia Boliviana (La Paz: Editorial
Letras, 1965); and Herbert 8. Klein's article on Bolivian historiography
since 1830 in Charles C. Griffen (ed.), Latin America: A Guide to
Historical Litercture. (forthcoming). For finances, see George Jackson
Eder, Inflution und Decelopment in Latin America: A Case Study of
Inflution and Development in Bolivia (Ann Arbor: Graduate School
of Business Administration, University of Michigan, 1965},
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sity Press, 1938), Richurd W. Patch, “Bnlivia: L8, Assistance in a Revelutionary Setting,” in
Social Chatige in Latin America Today (New York: Council on Foreipn Belations, 19600, 108-176,
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cated Ty Martner goes well beyomd profeet analysis, eost-henebit studies, and coordination of plans
ta show how nations may group expenditure around specified progroms to achiceve effeetive aveeall
state planning.
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ST,

dfbid., and Milton 5. Eisenhower, The Wine iv Bitter; The United States and Letin America
{Garden City, N.Y.: Doubleday, 1963), 67-6G5.

WS, Congeess, Senate, Critival Muaterinls Factors Affecting Self-Sufficiency Within Nattons
of the Western Hemisphere, Economic Statey — Incestuent Cliviate, Report of the Senate Eco-
namice Subeammittee on Miocrals, Mutervinls, wnd Fools of the Cammnittee on Interior and Insualar
Atfuirs: Supplement ta Senate Report 1627 of the Blrd Congress. B4th Congress, 1st Session,
Senate Document 83 (1956) 116-117.

11115, Ambassadar Ben 8. Stepbansky has stated that he thourht that if Puz were to continne
in office in 1961 a militury coup mighl be prevented [ Tnterview, Washington, Awgnst 2, 1965 ).

12Table 3 and Appendix A are not vomporable as they do net contadn the sarme compunents
{ear., Bxport-Tmiport loans and Social Progress Trost Fund leans;. Whereas Appendix A s largely
based upon ohligations {except for military dishursements), Table 3 is based npon dollar ahliga-
tions wnd local currencey dollar equivalent disburscocnts,

L3 Ihe usuatb breakdown by USALD of forciyn assistanee (which includes eategories of technical
istange, cash grants, other grants, Puhlic Law 480, and development loans) for the most part
is meaningless, For cxample, techoien] assistancee is soeinl and admimistrative as well as eeonmnic
in mature, and imports of aerieultursl commaodities are included in eategonies besides “Public Loaw
440,

HExchange rales are given in Table 4 for 1837-1366 and in US., Operations Mission to Bolivia,
Paint Four in Bolivie, 1942.19640 {La Faz: Centro Andia ¥Visual, 19860), 59 for 1954-1936. The
latter rates were 1.9, 3.0, and 7.7, for 18934, 1935, 1956, Priar to 1938 ligtle focal enrrency wus
expended compured 1o later sears. Averare rates used are 10.7 and 118, pre- and post-1961,

18A Teller fronn Néstor Sdiny, November 27, 1968, clarifies distribution of these funds,

HWiReliability 15 tested by comparing total dishursement of lanctional analysis (Table 3) to
adjusted USAID wral of 179.1 dallurs hy sonree of funds (DSATD Bolivia, Lcononie and Program
Statisties 9 [1968| 370 for the perind 1942-1981 when data on unexpended lacal currency funds
and losses in volue of [unds are svailable, Losses were due to infHation, disparate prices of artifi-
cial exchanpge rates, us well as uncolleeted local currency aceounts (see USOMABalivia, Pomt Four
in Bofivia, 86), Whereas Table 3 accounts far 111.2 millian dollars, ksses and amounts unex-
pended in loeal evrreney dollar eguivalent add 55.9 million, thus, we cun aceount for B3 per coent
of an adjusted tetal for funds administered by USAI, This Jeaves 7 per cent subjoct to loss
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throngh identifiable theft and misnnarement — though waste would run much higher ee Appen-
dix ), Ser alsa note 20

Tor an unrevised wnd incomplete allcrnative functional analwvsis see USOM/Balivia, Point Four
in Bolivig, 86, wlich gives similur totals (mived obliyniinns and dishursemends) as 46.3, 11.3, 36.7
and 3.7 por cent for coonnmic, social, Tdget supiort, aned administrative outlay. respectively,

ke armmint analyzed Punetiooally, 1410 miltion dollars, {Table 3) and unexpended oeal
enereney in dollar equivalent. 16.4 million dollars (ESAID YWashington, Ctperutions Report as of
June 30, 14866, 1213, account for ull but 0.8 per cent of TSAID expenditure for 1962-1866 given
in Table 4. Since there was ko inflation, lusses included in the above fuures woudd be confined
mainly to hidden mismanagement of funds by U5, and Bolivian officials. See also e 20,

WTacob B, Moeenuan, “Supporting Assistanee, Past and Futune, A Cursory Assessment,” Memao-
randum, USAINDY/Bolivia, Octaher 3, 1966. Meerman cites the Solomon Report: Anthony M.
solomon, Frank W, Kruose, amd Nowran S, Fieleke, “Lofunne sohre las Fiaeus dul Sector Piblico
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Tnter-American Tevelopment Bank ), and Peace Corps funds, USOM S Balivia, Foint Four in Bolivia,
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Pae: 1. po, 1962} and William 8. Stokes, “The Contraprodicente Consequences of Foreign Aid
in Bolivia,” in Helmnt Schoeck and Jumes Wiggins (eds.}, The New Argument in Economics: The
Fublic torsuy the Private Sccter (Nea York: Van Nosteand, 1983, Problems of assessing apriend-
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Bolivia, Baneo Centrul, Memaorin 1937, 83, and USATD/ Bolivia Econontic and Program Sta-
tistics U (1064] 18, According to a decree of Octaber 23, 1966, the Bolivian Government has
created a Wheat Guanmission te substitute whewt and fonr imports in order 10 {1} save 12 million
dallars vearly in foreign exchansge; (20 give 1AM peasant famnilies a market for prodoctiom,
(3] ereate a1 new milling dndustry see Bolivia, Ministerio de Eeonomia Nacional /USALID-B.,
Departuments de Cavrdinacion v Contiol de Provectas, Tnforme de Lebores por e Gestion 1966
[gon datos desde 193470

“T Appearances may he deceiving: eortuinly thee nature of USATD under President Johnsan s
ambiguous, While administration progaganda phrases its poesentation in soeiah lerms, ecomomie
aspects apirear b be assuniing more importaoge, Tha eeader may wish to vxamine USAID Wash-
ington, Propoesed Foreign Ald Progreon FY THGH, Sunemery Prosentation to Conpgress (1967,

HJames W, Wilkie. The Mexican Revolution: Federal Expenditure and Social Change Since
1910 iferkeley and Los Angeles: University of California Tress, 1967),

M Alance For Progross, Comité Inferwmerieans de Lo Alinnya para o]l Progresa (CIAP:, FI
Esfuerzo frterno y Las Necesidudes de Finaucimmionto Faternn Para of Devwrrsllo oe Bolicts
(Washington: mimeo. 19661, 32; and Proyecto de Tnfornee Fronal dol Sulicomitd del CTAFP sobre
Bolivio (Washungton: mimeo, 18650, 7.

Sl sis of types of expenditure s validated by USATTY stutistival analvsis in Bolivia which
indepundently arrived al about the sume categorization. The muin differences ure {1) TUSATIY classi-
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fies Tonrism, Planning and Monctary Commission affairs as economic expienditure in contrast tn
administrative oullay  percentage diffcrence is negligible — and (2) TSAID bas not broken down
State Oblizations.

include interest. For the ratfonale of including amortization in budgetary
, The Mexican Recofution, axv, 120

aWilkie and Wilkie, Entrevistas de Historia Cral con Paz Estenssoro. The subsidy for Church
AWuirs is ontlined as to function in Bolivie, Ainistedda de Hacietada, Presupueste General, 1961,
92,

#3Thus, far example, H said surcharge in 1957 yielded 40,000 holivianes, i 1938 this
absolute amount wemld increase by 30 por cont 1o 53,000 compared to an abselute yvield af 50,000
balivianns., Exumples are from ibid., 427-228,

HMyee Pug's speech on nationalization of the mines in Victonr Estenssoro, PHscursos g Moen-
sajes (Buenos Aires: Ediciones Meridiane, 1953), 30-42, especially 32; see plvg Alexander, The
Rolician Nationgl Revofution, 100-102, Other reasoms for nalionalization included the desire to
cnd the tin companies” power over Bolivian affairs.

35Far chronivles of problems in the natianalized tin mines, see ifiel., Chapter 6 and Zondag,
The Bolivige Feonomy, Chapter 8,

IS AT Bolivia, Feonomic and Program Stutistics 7 (19683} 29, and Blampgart, “List of
Beomoernic Achievements.”

57This study also excludes examination of Central Bank poliew, furcign exchange policy, and
publie sector income {Coentral Govermment eollections are bricfy disoussed in relation to Appendix
I.). For & persanal view of such aspects see G J. Eder, Inflation and Developnent i Letin
Asmerica which takes ap the Bolivian ease (see Bibliography !

320 TAP notes thal o serics of autanomouns enterprises colleet ineome (which is greater thun that
of the Central Govermment d and eletermine their own expenscs and financing af capital without
mueh enpordiination with other dependencics of the public sector. Also, undesituble accounting pro-
cedures of aeneies outside the Centrit] Government mean that it is very difficult far the Bolivian
povernmend or interaatinaal Bnancial apencies o understand the efet and rofe of the publie sector
npon national development [ see Alliance for Frogress, Comite Toteramericano de Ja Aliunea para ¢l
Frogresa, Bf Esfuerza Inferna y lay Necesidedes de Financiamenta Externe para o Desareollo de
Bolicia, 19668, 31

S mternativnat Bank for Reconstruction and Desclopenl, The Economic Development of Spein
{Baltitwore: Juhns Hoapkins Press, 1963), 118-119,

WS, The Budpet of the United States Gocernment, Fiscal Yoor 1909 and Special Analyxis,

HNGDP is defluted for F93H prices without any explanstion of method prioe to 19348, GDE in
current prives is nod given in sourees for deflated fignres prioe ta 1935,

1 ata are available in ominute Ferm in Detaild Account Booaks [(ses Appendix F) o bor the
number of man-dayvs required o compile figuees Inte o useable form was heyond the resaurecs
af the Bolivian Treusury Department when its newly implemented cardpunch system fafled doring
the first vear of operation.

WTames W, Wilkie and Edna M, Wilkie, Entrevistus de Iistoria Oral con Enrigne Hertzog,
Lu Pox, 1966,

s Penaloea O, Historie det Movidentno Noctoraliste Hevofucionario, Chapler 20,

Wlguruin Fapada, however, has felt that if Puz had been allowed ta assome the presidency in
1931 he could not hoave done nowh, as the traditional stricture was strong and i contral of Con-
geess, the military, and the police; when Pas teok power in 1952 the traditionul forees had been
defented and eonld ned work [roma within to maintain stability. fuomes W Wilkic and Edna ML
Wilkie. Entrevistos de EListoria 0rad con Joagnio Espada, La Paz, 19661967,

WAk and Wilkie, Entrevistus Jde Historia Oral con Paw Estenssoro, Cf, Brill, Military Intor-
veatiet i Boficia:r The Qverthrew of Fo stenssara and e MNH (O Washington, 1.0 Institute for
the Caomnparietive Study of Political Sy=tems, 1967 ),

1T A professivial army is not an aony of socind workers as these are mntually contradictory terms;
cf. Brill, Mifitary Intercention in Bolitfu.

143 Tk annd Wilkie, Latrevistas e Fistoria Oral con FPuaz Estenssaro,

AtRatios are caleulated from data in Table 7 aod movieipad budaets in Baolivia, Mindsterie de
Eiacicndn, Prevepnostie Geaeral, 19610 Tt should be noted that the municipalities hove truditionally
Veen responsible for canstruction of patable waterworks and schoals; 1he Centeal Governownt has
preferred to rent auldings iF they are not cotrstructed by gnunie .

In an interesting report by FHogo Lapes Videlo, "Sehool Building in Bolivia,” typeseript, USATLY
Bolivia, 1937, we Lind the followiog assessment: “Public schoaol buildings, with o Tew exceptions
it Ahe country, canl not be clivesiHed as Toldings: they are mere huts, without sanftory services,
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with ne light, and without the essential conditions for & buman being to live in” Tndications are,
howewver, that by 1966 conditions were improved,

HIn Bolivia, Dhirecvidn General de Estadlstica y Censos, Censo Demogrdfico, 1950 (L Paz:
Editorial Argote, 1935) 8.4 per cent was added to the censused population to cuver estimates for
omissions and 3 per eent W cover estimate of jungle population; no method or ralionale is ofered
for these caleulutions.

A UN, census using sampling technigues was taken in 1963 but has not een released, sec
note 32 helow.,

52 Bolivia, Direceidn General de Estadistica, “Censo por Muestreo, 1963,"" unpublished.
I
s2uated by Alexander, The Bolivien National Becoltution, 112,

CE Guillermo Bedregal, Monopolios Conlra Paiser Polres: Lo Crists Mundial del Estafin
(México, D.F.: Siple XXI, 1967), 21, for deflations of real tin value based upon the U.S. whole-
sale priee index and refation of world production to price.

salbid., 25-26, un export controls by the Tntermational Tin Councll which required that Bolivia
limit exports it 1938-1854,; for effect on tin prices cansed by .5, and Soviet policy see 2268 and
1124,

Alexunder, Phe Bolivien Netional Recelufion, 113, disousses tungsten prices; and Bolivia,
secretaria Naelanal de FPlanificacidn » Coordinacidon, Plan ., 13G3-1966, 13-16, gives tungsten
prices at 3.200 dollurs per lb.in 1831 descending by year to 1,12 in 1957; in 1958 the price fe)l to
A2 per lb. Zendag, The Bolivian Econony, Chapter 10, discusses petroleum hopes,

3T Unzevised GDF estimates show construction ot under 1 per cent but revised figures go up
ta the pereentages in Appendix L On private oil developments see Alexunder, The Bolivian Nation-
wf Revidution, 159-170

nRIbid,, 168-168.

WZondag, The Balivign Foeonumy, 234-2335.

Gvilkie and Wilkie, Entrevistas de Historia Ord con Paz Estenssorn, The change in investment
atrmesplere i disousasd in Zondas, The Bolivien Eeonomy, 103-107; the new mining code of
wid-149635 is disenssed on page 235, On the mining eode aee alse Blumgan, “List of Economic
Achicvements,” who mentions the USAID cstimate that by 1970 private mines will wecount for
33 per cont of tin exporks, coupared 20 per cent in 1952, President Barricntos offered guaran-
tees Lo UL investiment during his tnip to Washington according to Presencin, July 23, 1966, Some
capital did flee Bolivia after 1952 and new investment was in short supply; but Appendic K reveals
that though there was not much growth in industrial prodoction after 1951, by 1833, the level had
greatly increused only to be serfously hurt by the stabilization years. Between 1962 and 1964 the
upturn was great in indisgry.

filkfost agencies, however, enrrently cocourage general tax increnses in order that selective con-
cessions may be moade without loss of revene.

LEApparently, after the everthrow of the MNR'S Revolution, “Che” Guevary hoped b capi-
telivg oo anti-military sentiment in order W capture control of B  strategic location. Since
Bolivin is landlocked it wanld have offered o fine hase far goerrilla activities in the scighboring
eountrics af Terw, Brogil, Parawuay, Argentina and Chile. The Piary of Che Guevara: Bolivia:
Navewber T, TG0 (eteler 7, Y967, The Authaorized Toext in English und Sponish: Introduction
by Fided Castro | New York: Bantin, 19681 reveals haw seriously the guernillis anderestimated
prrofdems af sueviving in the wikds of Soath America, sspecially after o thorongh-soing social revo-
Intion had already taken plaes.

W3 T wddition to Stokes cited in note 23 above, Simon G, Manson, “Fraod in Foreizn Aid; The
Bolivian Program,” Infer-American Economic Affairs 11:2 {1957) 65-89, has recounted 105,
Congressional interest,

it Presencio, Novewdher 26, 1966,

43 [ Dbid,

GRILid,, Wovember 28, 1966,

SUThid., November 29, 1066,

fInformadion o elimination of earmarked taxes is (rom o letter of December 11, 1968 Ly
Neéstor Siine,

MOn tax reform see Blumpart, “List of Feonomic Achievemenss;” and Zondap, The Bolivian
Evonomy, 72-73,

Tinterview with Pas Estenseara, Lima, Perml, Jaonuary 15, 19687,

TilFor example, Central Government dati on expenditures aleeaely exists wnd aaly has 1o be
presented in alternatiy e wuys,

TeFor critivism of the Ministry of State Manning by a ULX advisary team, see “Informe solire
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EBolivia en torno a Planificacidn 1966, IFE {Informuacidn de Prensa Especial, Econdmica v al
Exteriurl, carta semanul de Gonzalo Lipez Mufioz, La Taz, no date.
T Wilkie and Wilkie, Entrevistas de Histaria Oral con Par Estenssoro.

TiCentral Government subsidivs to decentralized agencies, which are in the realm of presi-
dential choice, are included in analysis here,

Ti%ee information on the Balivian Development Corporation deecision to bevome a mixed puhblic
and private agency i CAmara Nacional de Industrius, Tndustria, Memorta XXXV (1966) 20-21.
Perhaps this reorganization might overcome somw ol the bureaucratic obstacles to the estahlish
ment of business of which the Chmuara complained in Presencia, Augost 26, 1966, seo diseassion
helow.

6 Wilkic and Wilkie, Entrevistas de Historia Orul con Pax Estenssaro.
TTED Diurig, July 22, 19686,
ToSer Parrientos's long statement o the miners in BT DHerio, Augast 27-28, 19686,

WWilkie, The Mexican Revelution, Part 11,

STt might be argued that decentralized ageneies are organizations ideally suited to developud
countries: but even in the UL5., New Frontier Economics requive that the entire public sector he
manipulatable to stimulate or “eool off” the seonomy as needed.

8100 September 16, 1966, Ef Dierio reported President Barrientos aa saying that public debt
of Bolivia eould not be permitted to go much higher.

52 Amounts are from USATIY Bolivin, Econoentic and Program Statisfics 8 (1966} 2.

SEUTS AT Bolivia, “Program Finuncial Operations Status Report,” Deeember 31, 1964, See
also note 20

=1 8pe Wilkie, The Mexican Revalution, 114-115,

Hikee note 735 above,

103






INDEX

Accounting, consolidated. See
Consulidated acconnting
Actual expenditure, See Expenditure,
Central Government, actual
Adler, John H.
study by, on public imance in
Cuatemala, cited, 74
Administrative budgeting, xiv.
See alvo Budpets
Administrative cxpeniditure
by Central Government, 14, 19-26, 37,
13: tables, 21, 55-61, BB-;3
defined, 15-16, 66
by USAID, iy, 11, See also Economic
expewditure; Expenditure, Cen-
tral Government; Expenditare,
USATD; Social expenditure
Agency of Intemationat Bevelopment.
See VSA1D
Agricultural commaodities, 100 1. 21 and
23
imports of, 14, 38. See also Lmports,
Public Law 480; Wheat
Agriculiural production, 14, g4, 100 1.
23
Agricultural Sevvice, x4, 74
Aguinaldo, 53, 54
Alexander, Robere J.

pelitical studies by, on Boiivia, cited,

xiii, gy n. o

Altiance for Progress

and USAID, 11,14
American University, 8o
Anticipos a la defensa, 54
Appendices, discussed in text

Ay, 11,24, 87, 99112

B, 8

C, 25

D, 16

E, 16

F. 13, 21. 28, 55, 78

G,og, 22

H. xiii, 15

1.7.50.33

L g0

K, 1oz n. Bo

L, 48

MM, xiv, 15

N, ug, 24, 25

0,2

P, 16
Q.8

Army. dee Military

Arnade, Charles W
bibliography by, on Bolivia, cited, 8o
Andies
as facror in Central Government
problems of control, xiv, 16, 45
44+ 75 See also Controller General
Autonumons agencics, See Decentralized
agencies

Balanoe of pavinents
LS, erisis and effect on Bolivia, g6
Barrientos Ortuiio, René, ng
atnd miners, 103 o. 78
and “Purifierd Revolution.” 49-44 (See
alio Revolution of 1g52, “puri-
fied™
on reduction in US_ aid. 37
aned 7.8 investmnent, oz n. 60
views of. on pulbllic debt. 44, tog 0. $
Blungart. John 13
on tin mining, 102 n. 6o
on USATD activity, oo n. 19

Bolivian Central Government, See
Expenditure, Ceulral Government

Bolivian Customs Service

restructuring of, g#

Bolivian Developoicni Corporation
{Corporacion Boliviana de Fo-
ety 17, 41

aind dependency wpon forcign sector,
42

relation o Private seclor, 104 n. 55

reorganization of, to include private
suctar, 45

Holivian Mining Corporation. See
COMIBOI.

Bolivian Natiosal Revolution. See
Revolution of 1gn2

Bolivian State (il Company (¥Yarimien-
tos Petroliferos Fiscales
Rolivianos). See Petroleum

Bolivian Statistical Agency {Direccidn
General de Estadistica), 3. 4. 39

Boliviano

atet constant wrms of currency, table,
26
relation of, to peso, 12, 53

Bonds, See Public debt

Kudgetary support, See USAID, and
budgetary support of Central
Governinent




Budgess
and administrative budgeting by
Central Govemment, xiv, 16
and amounts expended outside
budget, 55. 75
presenttation of, xiv, g8
and program budgering, xiv. xi. See
also Administrative expenditure;
Capital expenditures; Consoli-
dated accounting; Economic
expendliture, Expenditure, Cen-
tral Government; Program
budgeting: Projecred expendi-
ture; Social expenditioe
Burcauwcrats, g
Busch, Germin, 44
and social expenditure in 1g30's, 1g

Calendar year
as factor in anudyring USAID support
of Central Government, 1z, 18
Capital expenditures, tg, 55, 78. See atso
Administrative expenditure;
Current expenditures; Economic
expenditire; Expenditure, Central
Covernment; Program budgeting;
Projected expenditure; Social
experuliture
Castro, Fidel, 8, g, 24. Sre alse Cuba
Catholic Church, 15
CBY {Corporacion Boliviana de
Fomenlto), See Bolivian Develop-
ment Corporation
Census, population, 27-29
uznexplained methodology of, in 1950,
102 0, 50. See also Sample Census
of 1464
Central Government of Bolivia, dee
Expenditure, Central Government
Chaco War
as cause of inflation, 42
cifedt of, on administrative expendi-
ture, 19
cltect of, on Audit Department, 55
cffect of, on poticies of MNR, xiv
effect of. on recording of price
levels, g
expenditures daering, 543-54
andl tin production, g2-33
Chinese Revolution
as model for development, 44
Civil War of 1949, 6, 22. 54
COMIBOL (Corporacién Minera de
Bolivia), 15, 4%
Comnodities. See Agricultural
commuoititics

Communications
and cxpenditure, graph, 23
Ministry of, 24
Commnunism, 8, g, 32, 36, 43
ardl foreign aid, Barrientos' view on,

37
Community development, zg, 38

Campensacion de Tmpruestos. See Tax
Compensation
CONASUPO. See Corporation of
Popular Subsistence
Congress
vs, Pazin 1951, 22
Consolidated accounting
hv Central Goevernment and decen-
tralized agencies, 18, 30-41, 43-44,
103 n. Ro, See abwo Budgets
Contraloria General, See Controller
General
Controller Generat, 53
and auzdies, 75. See alio Audits
Carporactin Boliviana de Fomento
{CBF). See Botivian Development
Corporation
Corporacidn Minera de Bolfvia. See
COMIBOE
Corporation of Pupular Subsistence
(CONASUPO)
and community development in
Mexico. g8
Corrption
as factor i expenditure by Bolivia
and USATD, xvii, 54-75
nvestigaied by ULS. Senare sub-
otnmittee, 74
Cost of living, §
index of, 1431-1966, table, 4; graph. g
and MNR, 6
regulation of, 38, See also Inliation
Counterpart funds, Se¢ Local currency
programs
Cuba, ¥, 14. Yee also Castro, Fidel
Currency exchange rates. See Dollar
exchange rates
Current expenditures, 15, 78, See also
Administrative expenditre;
Capital expenditures; Economic
expenditure; Expenditure, Central
Government, Expenditure, USATI):
Progratn budgeling: Projected
cxpenditure; Social expenditure

Davies, James C,
and theory of revolutions, g-4. 6
Debt. See Public debt



Deceniraliced agencies, 16-18
Central Government subsidies to, 103
no74
wid corvalization, 4,
and expenditure, by type of emphasis,
65-67
financial independence of, from Cen-
tral Government. 101 1. 38
and posl MINR government, 4544
and state planniug. Mexico and
Bolivia compared, 39, 41
Dehicils, 17
of Cenlval Government, 12
tiepareinents, 41,
tinancidd 1ole of, 25, vg
relation of, to local ot national
finances, gi
Depression of 1g2g. xiv, 1g
cliect of, on Bolivia, g
Detatled Account Books, g3
DNevelopment Toan Fund, g
Direccion Geneval de Estadistica. See
Bolivian Statistical Agency
Balkar exchange rates, v1, 12, g9 00 1y
Dulles, John Foster
and Bolivian Revolution, 8

Earmarked taxes, See Specially
Earmarked Incotne
Economic Cooperation Administration,
9
Econami expenditure
by Cennal Government, i4. 19-40, 37,
39, g2-44; tabius, 21, 55-61, 68-54
dehned, 15,16, b5
Mexican and Bolivian compared,
GOR L
after rgyn, xiv
hy EISALL, g, 11 13, 32, 45, 45. Lo n,
27; table, 10. Ser also Administra-
tive expendituie: Budgets;
Capiral expenditures; Cueeent
expenditures; Fxpendituie, Cen-
tral Government; Exponelicure,
USatly, Projecied expenditure;
Socral cxpenditgre
Edler, CGreorge fackson
timancial study by, oo Bolivia, cited,
B, o0 g7
Education
and Cenral Government expridi-
tire, z4; Braph, 23
Fisenthower, Milton
amdd U8, aid, ¥, 13
El Salvador
hnandial study on, cited, 7g

Elections, presidential, xii

intgy1, 2w
in 1956, 8
in 1964, 44

Ellemder, Alten

ared U8, aid, g6-37

Espada, Joaijuin, 80

views of, un Paz and MNR power,
10 0. {5

Exchange rate. See Dotlic exchange

rates

Expenditure. See Administrative

expemiiture, Budgris; Capital
exprndituies; Current expendi-
tures; Economic vepeaditure;
Expenditure, Centrat Government;
Expenditure, USAID; Projecte
expenditure, Soial expendimre

Expenditure, Cential Governmeat, i,

14-19

actual, 1416, 19-26, 53-5.4, 100 0. 42;
tables, 2y, 68-73; graphs, zo-23

actual and projecied., in current and
detlatod terms, table, @6

and capital and currenr expendiiures,
15,75 58

classifitd by type of emphasis, 65-65

wompuired o depactmeneal outlay,
table, ;0

and consolidated accounts, 15-18

and decentralized agencies, 17-18,
1, gR

defined by type of emphasis, 10, 15,
15, 6ig

and idendogy, 15

and frozen policy of outlay, 36. 42

funciional analysis o, by Cemnral
Govapment, talilc, 76

funcrional analysis of, for study of
cxpenditure, 1408

and influcnce vs, comul. 45

Mexicm gnd Belivian compared, 48,
44-44; graph, 40

outside of bndget, 53-54, 55

in per capita terms, @5 zq; table, 2g

and planning. 44

projected, tables, ph-0n

andd public amd private sectors, 1418

reorientation of pattern of, 37-38.
1145

vale af. o state policy, 34, 42

sources fur study of, q9-54, 78

and stability, 43-45

and subsidies to decentralized
AECNCICE, 104 1. 74



Expenditure, Central Government
fcontinued)
by type of emphasis, 1950-1066, table,
21; graph, 20
waslage overhead factor in, xvii, 74-
4. See also Administrative
expenditure; Capital expendi-
tures; Current expenditures;
Economic expenditure; Program
budgeting: Projected expendi-
ture; $ocial expenditure
Expenditure, USATD
and fauley record-keeping, 58-59
functional analysis of, g-10; table, 10
sources for study of, g-11, 78-79
wastage overhead factor in, 74-75. See
alse Economic expenditure;
Expenditure, Central Govern-
ment; MNE, and U8, aid; Social
expenditire; USAID
Export-Import Bank, g
role of. 42
Exports, 30, 44
diversilication of, and Paz, 33
of tin, 30-84, 37, 44; tables, go, 1, 34,
64; graph. 35
of tungsten, 33. See also Tin
Expropriation
of land, xiv
of petroleum, 18, 1y (See alse
Petroleum)
of tin. xiv {See also Tin)

Federal Recovds Center, 78
Fiscal ycar
as factor in analyzing USAID support
of Central Government, 1z, 18
Fondo contribucion patridlica, 53§
Fandos del custodin, 53
Food for Peace. See Public Law 480
Foreign affairs
Ministry of, 15, 24
policy, xiii, 6, 8-14, 24
Foreign investment, 33
Paz's encouragement of, 36, 1oz n. 6o
Foreign Operations Administration, y
Friedmann, Wolfgang G.
study by, on international financial
aid, cited. 79
Functional budgeting. See Program
budgeting

Covernment, Ministry of, 15, 54
GDP. See Gross Domestic Product
Gross Domestic Product (GDP)
index of, table, 7
and stabilization progrum, 6-7

108

Cross Domestic Product feontinued}
and uil production. g3
in pert capita terms, 28-2q; table, 2
possible growth of,
tn relation to LSATLY and decentral-
ired agencies, 18
by sector, go. §8; table, 63
Guatemala
linanical studly on. cited, 59
Guerrillas
as factor in UL aiel to Bolivia, g6
Corevarg, “Che' (Emesto), 46
vativmale of. (or Bolivian operations,
1o n. be

Herwog, Enrique

andd Civil War of 1949, 22
tHolland, Heary

and U5, oil interests, g3

Teleology
as revealed by expenditae, 1. See
also Administrative expenditure;
Economic expeoditure; Expondl
ture, Central Government: Social
expenditure
IMF. See Internatiomal Monetary Funid
Imports. 14
of wheat, Oblitas Velarde's view on.
7. 100 0. 25 and 26
of U5 agricultural commoditics. 14.
48. See adso Public Law 480
Induystrial praduction
growth of, 1oz n. o
index of. table, By
Inf{lation
effect of, on audit, 75
an¢l expenditure, 27
impact of, on Bolivia. xiii, 3
and MNR, &
rate of. 1gg1-1966, table, 4
and sogial tensions, 42
and (ax compensation, 16, See also
Cost of Living; Stabilizarion
International Bank for Reconstruction
and Development (World Bank),
17-18, 42
International Cooperation Administra-
tion, y
Tteernatiomal finance
Libliography of, cited, 79
International Monetary Yund (IMF)
anl Central Government policy, 42-43
aret inflarion, G
and Paz. qu
Tnternational 'Tin Council, 1oz 1. 55
Lovestment codde, g4, 1ow 1L Hi



Jacoby, Neil H.
study by, on U.% aid to Tatwan,
cited, g
Johnson, Cyndon K.
and USAID, 100 u. 25
and U8, domestic expenditure, 8o

khalmanoof, George
study by, on interoational financial
and, cited, 5y
tenneddy, john Fu
death of, 24
vi. Castrodsim,
Kimme!, Lewis H.
stuely by, on LS, budget, cited, 8o
Klein, Herlert 5.
bibliographics by, on Belivia, cited.
Hir, B
kovezn Wiar
effect of, on tin prices, 52, 33

La Paz

and cust of living index, 3

financial importance of, 25, 26, 29
Labor

depurtment created, 19

and imflation, §

aws, xiv

rights of. 41

and "warker conerol,” 33
Land reform, 15-14, 41, 100 1. 2§
I.echin, Juan

vs Siles, 8

vs. stahilization program, f
Libros Centralizadares de Gaslos, See

Detailed Account Rooks

Lowal Luqreney programs, 401, 11-14. 73

Mallay, James M.
potitical bibliography by, ou Bolivia,
cited, Bo
Mamertazeo, 22
Martney, Gonzalo
as adiocate af program liudgeting.
gy n. §
Marx, Karl
and theory of revilution, 4
Marxistu,
in Bolivian Revolution, o, 8
in relation to communism, 5z, 36
Meagher. Robert F,
study by, on international finaneial
aid, cited, 7
Meerman, Jacob P,
on USAILY ta Bolivia,

109

Mexican Revolution, g, 38
compared with Bolivian Revolution,
43
atd ecanantie exponditae, $9-41
and institutionalization of Bolivian
Revolution, xiii
and pulslic debr policy, 34, See also
Rovalution of gz, Revolution,
thuary of
Mexico
budgeraoy methods of, 180 See also
fxpeuditine. Central Govern-
ment, Mexicdn arud Bolivian
compared; Mexican Revolution
Mididle st-c1ors
and intlation. g
Military
and citilian militia, 8
ang expomdityre, proph, 23
expenditures, 1y, 22
expenditures during Chaco War, 53
and fall of MXNK, xiii. 36, 43
ard Mawertazo, o
political role of, 24
professional role of, o1 n. 47
role of, since 1930, xiii
amd U5, assistatice. g
Militia. 8
Milling in¢lustry. 14
Miners, i
and Barvientos, 103 n. 78
V8, Siles, 22
Mining, 18, 102 n. . See also
COMIBOL
Ministries
expenditare of, by type of emphasis,
G5By
Minisiiy of Communivation. yre
Communications
Ministry of Foreign Affairs. See Foreign
affairs
Ministry of Government. Ser
Government, Ministry of
Ministry of National Planning, See
Planning, Ministry of Wational
Ministry of Public Works, Yer Pubhic
Works, Ministry of
Ministry of the Treasury. See Treasury,
Minisry of
MNR (Movimicato Nacionalisia
Revolucionario)
and Civil War of 1944, 6, 22
and failure to takye population census,
*9
fall of, in 1gbig, xiii, xiv, 36
founding of, xiv
and Interpational Monetary Fund, 42



MNR feontinued;
and inflation, 6
atul milirary, 23
possible return to power of, xv
public sector policy of, 17-18
splinter groups of 8, 24, 36, 43
wnd stare policy of expendituie, 41
andl LS, aid. . 32, 46, See also Pax
Estenssuro, Victor; State
planning: State policy
Monetary stabilization. See
Stabilization program
Movimiento Nacionalista Revolu-
cionario (National Revolutionary
Movement), See MANR
Muicipal governments, 25, 29, 38, 45
Mutual Scourity Ageucy, g

Naim, Ronald €.
stugly by on aitl to Thailand, cited. 5y
National Revolutionary Movement. See
MNR
Nationalization. See Expropriation
New Frontier Economics, 1ng n. 8o

Oblitas Velarde, Didk
on U85, ald, g7
{Hhcial Party, 8§
Oil. See Petroleunt
(son, Ernest €,
studly by, on Guatemala, cited, 70
Oral history
as souree bor studyving Bolivian
Revolution, 8o
Ovando Candia, Alfredo
o U7.S aid, gy

Packingham, Robert A,
studdy by, on U8, aid policy, cited, 59
Palenrue, Jorge
study by, on Bolivian expenditure,
vited, 53
Patch. Richard W.
studics by, on Bolivia, cited, xiii.
G0,
Faz Estenssoro, Victor
Rarrientos’s criticism of, g7
and centralization of government, 25,
20
ceonomic diversilication begun by, 44
and economic revolution. §8
and fall of MNR, xiii, xiv, 6, 36
andd governunent tin mining invest-
metts. §3
and Tntemational Monetary Fund, 42

110

Par Fstenssoro. Victor (continued)
and Marxism, 42
and offer 1o Siles of “effective
presidency.” &
anel vil procduction, 35
andl oral history. 80
and planning problems due to lack of
information, xiv. 48, 45
pussible return to paower of, xv
atnd presidential election of 1g51, 22
il presidential clection of 1064, 43
and private investment, 18
rise to power of, xiv
seconed term of, §
and sociul expenditure, 1g, 22, 41
and stabilization program, 6, w.
o tin price decrease. g2
views of on Ambassador Stephansky,
8. (Yee also Stephansky, Ben 8§
vicws of. on exports and imports. 35
in Vittarroel government, xiv, g, u2,
43. See also MNR
Peace Corps, y
Peacack, Alan T
sturly by, on expenditure in United
Kingidom, cited, 79
Peasant Alfairs
and expenciture, »4; graph, 23
Peniagranda, Enrique
and economic expenditure, 19
Per capita analyses
of expenditure, 257-2y
of Ciross rnmestic Product, 28
Pevmanent Subcontmirtes on Investiga-
Lions. See IS, Senate Comitllee on
Government Operations, Perma-
nent Subcommitiee on
Trvestigatious
Petroleum
andd Bolivian State Oil Company, 41
expropriation of. 18, 19
foreign investment in. 35
aned Ghross Domestic Product, 102 n. 57
production, and Paz, 35
Planniug. S=¢ Program budgcting, State
plamming: State policy
Planning. Ministry of National, g9
Population
estitnates of. 3-2g; table. 28, See also
Sumple Census of 1063
Presidency, g
comparative power of, in Bolivia and
Mexico, 41
problems of stuccession 1o, 8
anid rise of MXNER, w2
role of, since 1950, xiii. See also
Elcctions, presidential; Bresidents



Presidents
expenditures of, tables, 21, 26
list of, table, 62. See also Elections,
presidential
Presupuesto Gereral, 53-54. 55
Price index. See Cost of living; Inflation
Private sector
atdl Bolivian Dervelopment Corpora-
tion, sug n. 75
cootdinatiom of, with public sector, 45
andl domestic and foreign capital, 12
and foreign oil investment, 45
aml inyvestment incentives [rom
government, 36
and wastage factor. 74
Frogram budgeting, 16, 38-41. See alio
Budgets
Program Reporvts, 38
Projected expenditure
by Central Governtonent, 14-18 passine,
tg-26; tables, 26, 55-61
and USAID actual expenditure, 11,
See also Fxpenditure, Central
Government; Expenditure,
TSAID
Pullic del:t. 15, 44, 54, 100 11 51
Barientos's vicws on, 103 1. 81
Public finances
study on, cited, 74
Public Law 480, 9-10, 1§-14, 99 11, 1§ See
also Agricultural commaodities
Public sector
and centralization, 45
and decentralized agencies, 17-18
Frler's views on, 101 1. 37 {(See alser
Eder, George Jackson)
atul state planning, g0, 41
Public works. 101 1. 40
and expenditure, graph, 23
Ministry of, 24
“Purified Revolition.” See Revolution
of 1952, “puribied”

Quintanilla, Carlos
and social expenditure, 14

Railways, 18
Raudgin, Manucl
and audit prablems, 55
Renta destinada pare Fines Especiales.
See Speciaily Earmarked Income
Revolution of 152, xiii
compared o Mexican Revolution, 43
dilemma of, in Bolivia, 41-42
anit (vross Domestic Product, 5
institutionalization of, xiii, 44

Revolution of 1952 (continued)
Paz and style of, 45
“puribied,” xiii, xv. 43
results of, inn puer capita terms, 27-29
and state policy, 11-44
in years from 10952-1964, 3. See also
Mexican Revolution; Paz
Estenssore, Victor
Revolution, theory of, 44
Davies's, §-4, 6
de Tocquesille's, 4
Marx's, 4. See also Mexican Revalu-
tion; Revolution of igpz
Rice, 14
Road Service, 24
Roberts Barragin, Hugo
and oral history of Bolivian
Revalntion, 8o
Russian Revolution
as modtel for development, 44

Sample Census of 1963, 27, 102 n. 51 and
52. See alfse Census, population
Schlesinger, Fugene R.
study by, on Guatemala, cited, 79
Schools, 101 n. 49
Kervicio de rewtas especiales, 53
Siles Zuazo, Hernan
assumption of presidency by, 6
refusal of Yeffective presidency,” 8
and socio-cconomic expenediture,
Z4-25
and stabilization program, 6. 24
vs. Lechin, 8
V& MINCTs, 22
Singer, J. David
study by, on United Nations budget,
cited, g
Social expediture
by Central Government, 13, 14, 1y-26,
28-29, 36. 57, 41-42; tables, 21,
sg-61; graph, 20
defined, 15, 16, by 66
after 1445, Xiv
by USAID, g, 11, 14, 14, 42-45, 45, 100
n. 47; table, 1o, See also Admin-
istraiive cxpenditure; Budgets;
Capital expenditures; Current
expenditures; Ecunomic expendi-
ture;; Expenditure, Cuentral Gov-
crnment; Expenditure, USATD;
Projected expenditure
Social Progress Trust Funds, g
Solomon Report, 11,100 1. 38
Sovier Union
policy ol, on tin prices, 1oz 0, 55. See
also Tin



Spain, 17
Specially Earmarked 1ncome, 37, 41
delined, 16
amounts of, table, 52. See afso Trust
Funds
Stabilization program
and hudgetary support by U.S., 11, g6
and Central Government expendi-
ture, 24, 42-43
amdd International Monetary Fund, 42
and mining problems, 33
and Siles vs. Lechin, 6-5
andd Tax Compensation, 16. See also
Crross Domestic Product; Inter-
national Monctary Fund
Standard (il Company of New [etsey
cxpropriation of holdings of, 1g. See
alse Petroleum
State Department. See U.S. Department
of State
State Obligations, 67, 78
anmounts of, table, 51
defined, 1526
State planning, xiv
criticism of, by United Nations
advisurs, 102 n. 72
and decentralized agencies, 45-44
and lack of population data, 27-29
and public sector, 15-18, 45
and time-serics data, g8 44. See also
Expenditure, Central Govern-
ment; MNR; State policy
State policy, 1918
depree of centralization of, 45
and departmental government, 25, 2g
and cconomic expenditure, §8-41
influence of Chaco War on, 1g-26
after 1945, xiv, xv. See also Expendi-
ture, Central Government; MMNR;
State planning
“State socialism,” 19, 44
Stephansky, Ben 8.
role of, as U8, ambassacdor, 8
views of, on Paz and political
stability, gg n. 11
Sugar, 14
Summary Account Books, 53-54. 75
Symbols
as used in tables, xvii

Taiwin

and USATIY, study on, cited, 79
Tax Compensation

amounlts of, table, g2

defined. 16. Se¢ afse U'rust Funds

112

Taxarion, xiii
base of, and reform, 1617, 27, 38, 42
and concessions to private investors,
Ll
and executive action, gg
and net collection of revenue, table, 64
ang| self-sulticiency in Central
Covernment revenues, §7
Thailand
and international aid, study on,
cited, 79
Time serics, 18, 38-39. 78
Tin
UXPOrts, 30-35. 37, 44; tables, yo. g1,
84, 64; graph. 35
mines, nationalization of, g3, 41, 101
fn. 34
price frecze on, 32
production, 3o, 35-35. See also Exports
“Tin oligarchy,” g
Tocqueville, Alexis de
and theory of revolutions, 4
Tove. David, 44
and “state socialisim,” 19, 44
Transfer payments, 18
Treasury, Ministry of
and buclgetary records, 53, 78
and problems of audit, 16, 55
andd problems in budgel presentation,
38
Trust funds, 39, £1
amounts of, Lable, 5z
delined. 16-14. See afso Specially
Earmuarked Inceme; Tax
Compensation
Tungsten
prices. 33, 102 n. 56

United Kingdom
financial study on. cited, 79
United Nations {I7N)
aid to Bolivian Development
Corporation, 42
LBudgetary process of, study on, cited,
7
and program budgeting, xiv, xv, 38-41
and sample census of 1965, 29. 102
n, 51 and g2
United States. See U5,
Universal suffrage, xiv, 41
Urriclageitia, Mamerto
vs. MNR, 22
1.5
agencies administering foreign aid, n
ambassadors, list of, 77
assistance to Bolivia, Lables, 10, 12, 13,
48,49



LS. feontinued)
bankcrs during 1920, 253
hudgetary policy, 8o
vonsolidated accounting by, 41. 103
n. 8o
exporl price index, g1
and purchace of tin, 3r. 102 1. g5
and purchase of tungsten, 33. See also
Public Law 80; USATD
LA, Ageney of International
Dievelopment, See USALD
USAID
and Alljance tor Progress, 11
amount of tatal disbursements by,
8-14, 44
assistance. taliles, 10, 12,15, 48, 49
assistance. ubtimate reduction of,
4t-58
Barrientos's views on, 37
and Hoiivian Revolution, xiii, 8, 4z
budgerary support of Central Govern.-
menk, G 11-14, 3297, 42, 45
taliles, 1o, g
conllicting accounting svstems of, in
Washingion and Bolivia, g, 11
amd corruplion. t4-75
critical studics on, cited, 100 0, 23
definted in relation to ULS, aid. xvii
veanomic oxpaenditure i Bolivia. xiav
expenditure, sources for stucly of,
78-79
funciicnal anzlyses of. and veliability .
1.9 0. 1h, 100N, 17
functional analysis by, method of,
011,100 11, 20
futurc of, in Bolivia, 57-38
grants and loans, pailern of, 4, 37
grants reduced in favor of lnans, 44
and infation. G
Information Systems ‘T'ask Force of, 79
Ohlitas's views on, 37
Ovando’s views on, 97
and population census, =3
and predecessor agendies, g. (See also
L5, Operations Mission to
Rolivia)
andd presidential elections of 1064, 8
programs administered by, g
programs of, methods of analyzing,
suundics o1, 79
propaganda, 100 1. 25
and Taiwan, study on, cited, 59
andd taxation reform, o8
waste in programs of, xvit, 74-75. See
aiso Administrative expenditure:
Economic expenditure; Expendi-

113

VISALD (romtined)
ture, USALD; Sucial expenditure;
us.
115, aid
detined in relation to USALDY, xvii.
See also USAID
L&, Congress
and aigl to Bolivia, 36
U5, Department of 1ealth, ¥ducation
and Welfare
andd U4 domestic expenditute, So
LU.8. Department of State, 33
ambassadors, listed, 57
faculty record-keeping by, 78-79
polict on Bolivian Revolution, 8
U5, Embassy
Bartientos’s vicws a4y
and mijlitary 15. Communists, 43
1.5, Export-Import Bank of Washing-
tar. See Expot-lmport Bank
U5, Foderal Records Cenler, 78
118, Operations Mission to Bolivia
{USOM)
sources for study of, 58, See also
T:SAID, and predecessor agencies
LS0M. See UK, Operations Mission to
Bolivia
115, Senate Committee on Government
Opevations, Permanent Sublom-
mittec on Investigations
on waste in U8, aid tn Bolivia, 74

Vietnam

U.S war effort in, g6

and wastage overhead factor, 74
Villamontes irrigation project, 74
Villarroel. Goalberto, 2v-25

and Faz Estenssoro, Xiv, 8. 48

and “Purilied Revolution™ after

rafig, 45
and social expenditure, 19, 22
and state policy, 3

Wallich, Hemry C.
financial study by, on El Salvador,
cited, 79
“Wastapge overbead factor,’” xvii, 74-75
Wheit, 1.4. 37
produtiion, L n, 24 and 26
Wildavsky, Aarton
sty by, on U8 budgetary policies,
cited, 79
wilkie, Edna Monzon de
andt orak history research, So



Wiseman, Jack
study by, on expenditure in United
Kingdom, cited, 79
“Worker control,” 33
Workers. §ee Labor
World Bank. S¢e International Bank for
Reconstruction and Development
World War LI
and U 8. freeze on tin prices, g2

4

Yacinienins Petroliferos Fiscafes
Boftvianos (Bolivian State Ol Com-
pany). See Petrolecum, and Bolivian
State Oil Company

Zondag, Cornetius H.
studics by, on Boelivia, cited, xiid, 8o,
g, 1



	IMG_20150105_0001
	IMG_20150105_0002
	IMG_20150105_0003
	IMG_20150105_0004
	IMG_20150105_0005
	IMG_20150105_0006
	IMG_20150105_0007

