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" I. THE NATURE OF “FOREIGN mvmswmms m Bgmm : SR \;; ,

Foreign capital was first attracted by the development of ra.ilroe.ds. In the
'1920's large dollar loans of the Bolivia.n Government were floa.ted in. the New Yorlg
maxket for a variety of purposes, ' ::ince then, Lttle foreign oapital has become 7"‘
available except funds eupplied by the Export-lmport Bank a.nd Some reinvestment

of earnings by the Ioreign-owned mining industry.

s

A. External Long-term Debt . Co e

The first foreign loan to Bolivia. was floated in I.ondon in 1872 for the
Manderin-Mamori Railway; it amounted ‘to m 7 million and carried interest at
6 per cent. Thils loan went into default An 1875. It wmas scaled down in

March 1877 to approximately A7 for each £100 bond. Another railway loan was
Tleated in 1907 by the Bol:lvia.n Ra.ilwa.y Compa.ny The nominal value was- .
3.8 million, the bonds were 1ssued at 80 per cent. The Bolivian Railvay Com_peny
e organ:l zed by bpeyer and Company and the Nat.ional City Bank of New York to
‘work a railrcad concession’ granted. by the Bolivian Government, the authorized -
capltal stock was $9.6 million, but pmctically none o:E' the stock was issued a.nd
i onJ,v part of the pla.nned ra.:llroad conatmction wa.s ce.rried out._ In 11908 control
of the company was acquired ”by a British cancern. Between 1908 and 1920 five
- small sterling loans and one small dollar lean were raised .three of ‘the eterling
loans for financing rallroad construction, one to a.seis‘t in carrying out currency
.reform and oné for establiehing the Banco de la. Na.cion Bol;lviano in l910 and the
dollar lcen for financing snitetion works,

Substantial borrowing abroad” occurred from 191.7 to 1929 ’ praotically all of
1t 1in ‘the United Sta.tes. In 1917, a6 per cent loan of $2 4 million was flcated
by the Bolivian government through the Chase Bank for the construction and
equimment of an electric line froem Ia Paz to Yungas, In 1922 an 8 per cent loan
of $29 million was floated through the same bank for the redemption of one of the
sterling loans previously issued and the repayment of short-term debts of the
Government. Thirugh Dillon Reed and Company the Government issued in 1927 a
T rer cent bond loan of $1% million for railwmy construction and for building of
roads, and in 1928, a 7 per cent bond issue of $23 million for the redemption of
all other outstanding sterling bonds and the small dollar locan issued in 1910 and
for liquidation of the floating intermal debt.

.Aside fxom dolla.r bonds publicly offered, the Bolivian Government also. raiaed

a loan of’ $2 million fram the Union Allumettiers, S, A., a Belglan concern which,
/in April 1930,
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in April 1930 we granted a monopoly for the Producticn and distribution of"
matchee in Bolivia.. The loen carried intereat at T per cent and was to run:

tven‘oy years. When the Bolivian Govemment Yen intc exshange diff”ieultiee,

provision wo.8 mde for a reduction in the rate of irtnrant,

In December 1930 Bolivia failed. to mest the sinking Dvnd vecuirecments of
ite _publicly issued dollar bonde and su'beequentiy elao aefa.u’fed on the . interest
Iayments. Two developments were pzdnanly responsible for the finencial pressure
enBolivie. in the eerly 1930'e. _ , s e : .

In the i’irst ple.ce “the wwld economio de'oreeeion aff‘ected the demand for
tin and the ‘price of this metal declined. -Bince tin exports consitituted
approximately thxee-fourths of Bolivia'e ejcporte .forelgn exchange receipts
decreassd sha.rply. Government inteml. revenues conslsting largely of taxes
from the mining industry, followed the sane course. Budgetary receipts in 1931
wore only 28 million bolivianos as caupared with 50 million in i94;9. Since dsbt
sexvice pe.ymente in 1929 had a.bsorbed e.bout ko per cent of the Government revenue y
the continuation of such payments would have left only a small sum available for
other expenditure. _ \ o

becondly, the war with Para.guay (the Che,co Wa.r) which sterted in 1932, -
caused hea.vy new govemmental expenditure moset of which had to be financed through
'borrowinge from the Centrel Ean.h. Bolivia's forelgn exchange ho...dinge were .
depleted .and an inflationary expe.neion of the- note clrculation combined with e.
worsening of bueiness conditiens resul‘bed in a severe depreciation of the: exche.nge.
“value of the Bolivian currency. - ;

'.I'he a.mount cnt’ Bolivia 8 public.‘Ly iesued doller tonds outstanding at the .eénd
of 191&9 1is ehovm in Te.ble 1. All bonds were in default and the interest in . °
arrears was close to $78 miXlion. : ' fo

~ The geographical dietribution of the ownerehip o:f' the $56 million worth of
outetanding dollla.r _bands ie not lmown. , According -to: .the. United States cehnsus of
American-owned assets abroad only $29 8 mllion of the bonds were held in the -
United States on 31 Ma.y 1943.-2- . Possibly the .census was incomplete, or a' large

1/ Foreign Bondholders Protective Ccuncil, Tnc, ,'.Report 1946 Through 19&9 ,
(New York 1950), p.:3k. . oL o : e

2/ United States Treasury Deper‘cment Census of American-Owned Assets in Foreien
Countries (Washington, D, 19147) » Page Gk, The market valuo of theee
» bonds at that time we $1& 6 million. .

famount of
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ambunt of the outstanding dollar bonds may have been acquired by Bolivians or
were held in third countries. The effect on the balance of pé.ymants of the
resumption of debbt service, pa.ymante is likely to depend. on the extent to which
outstanding bonds are Bolivianeowned. ’ : S

Sustained efforts to a.rrive at a debt eettlement plan a.cceptable both to
the Bolivian Govemment and to the 'bondholders g ‘as represented by the Foreign
Bondholders Protective Council of New York have recently been crowned by euccess.
On 25 June 1948, holdexs of the four publicly offered dollar loans were notified
that a plan .negotiated between the Bolivian Government and the Council would be
sutmitted to the Bolivian Congress. According to this plan the principal of the
bonds would remain unchanged but the interest re.t;es would be as follows:

1 per cent in 1949 and 1950,

1 1/2 per cent in 1951 and 1952,

2 per cent in 1953 and 1954, .

3 per cent in 1955 and tharea.fter.

Arrears of interest would be settled by the issuance to the bondholders of an
additional $100 bond for each $1,000 bond, The nominal value of the outstanding
dcllar bonds would thus be reised by $5.6 million to $61.9 million, ' It was not
until 10 October 1950, however, that the Bolivian Congress authorized the
President to arrange for debt settlement according to the plan. At the same t:lme,
it imposed higher taxes in ordexr to meet interest»and amortization payments.. The
plan wae to opevdfe frcm the teginning of 1951, tut at the time of writing (May
1951), final arrangements for putting it into effect appear not to have been made.
During the elx years 1951-1956 the Bolivian Govermment, according to the
agreement, will use $1.5 nillion ammually to pay interest and repurchase bonds
in the United States ma.rket.-% From 1957, interest a.nd a.mortization payment will
" amount to about $2.5 million annually. : -
Two credits have been obtained frcm the Export-Import Bank, both intended to
defray the cost of road ccnetruction and extended to Corporacion Bollviana de
Fomento (Bolivian Develomment Corp.), which is owned and managed by the
" Bolivian Government,  The first credit , suthorized on 6 March 1942, wvas for
$18.8 million, carries intereét at 4 per qent"a.nd 18 repayable semi-annually over-
. ten years, beginning 30.June 1950 The’ second'cre\dit, authorized on |
28 october 19l+9 , Was for $16 million, carries interest at 3 1/2 per cent and is

. 1/ Tn April 1951 Bolivien bonds (1l asuss) vere quoted in s N*’"’Y"f’f market
" at about 20 per cent of their namiral value, /Teble 1,
. ’ -.-.-——-n—&’
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Table 1. Republic of Bolivia: Nominal value of Dollar Bonds
Issued and Outstanding at the end o¢f 1949 '

| o Millions of U, S. dollars
Description . Amount " Amount

© Issued - Outstanding

6%6&176(11917, duel9u0...-..."..i-.‘.'.. 20"" 1'3
& dated 1922, due 19T « « ¢ v v v v v v v w0 .. 29,0 2.1
% @ted 1927’ d]le 1958 . o.. ] L] [y [ L] . * ., 3 L] - lubo 1303?.
’m dﬂted 1928, due 1969 [ ) . L 3 * [ . L ) . 0 0 .-,V'.__"‘. ) 23'0 - B 22'7‘9

68.4 - 59.4
Repatriated during default period « oy o'y & o 4 o - L 3.12/
Total outs'b&nding L N N I eh'.' : ’ 56-3

source: Foreign Bondholders Protective Council, Inc,
‘Report 19u6 through 1949, (New York, 1950) . p. 3k,

a./ In addition, $636 000 of bonds repurchased but not cancelled.
b/ In addition, $310,000 of bonds repurchased but not cancelled.

c/ This amount, which is formally ou.teta.nding , will be cancelled by proposed
debt eettlement (eee rage 3).

repayable eemi-annually over 16 1/2 years, beginning 15 June 1955. -/ '
30 June 1950, most of the first credit had been disbursed, but nothing of the
second, | ' ‘ |

The Argentine Govemment agreed to grant a number of credits to Bolivia as
mrt of the five -year trads and financial agreement between the two countries of
23 October 1947.= / Argentina was to provide 100 million pesos to a proposed
"mixed development company" and 600 million pesos for 25 years at 3 3/14 per cent
for earrylng out public vorks In Bolivia, An additional line of credit of
50 million pesos was to cover any pa.ssive trade balance with Ai‘gentina Details
of the opexation of these credits are lacking ’ but the long-term loan of -
700 million pesos appears not o have been utilized.s '

_J_./ Export-Import Bank, Tenth Semi-Annual Report of Congress for the Period
January to June 1050 Washington, D, C, 1950}, pages 2 -27. S

g/ Moogz's Manuval, Government 1950, p. 1681. An earlier agreement providing
for Argentine credits wa.s concluded in 19%0, -

3/ See "Foreign Investments in Argentina®, E/CH, 12/166/Add.l.

/Tvwo American
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Tvwo American btanks recently he.ve granted credits to Bolivia against goid
collateral in the United States. S In 1948 the Be.nkers ‘Trust Company lent the
Bolivia.n Central Bank $5 nillion for five years to fimnce construction of an oil
pipe ;1_ne. The Menufacturers Trust Company granted a lcan against gold collatersl
of $4.3 million in 1949,

Bolivie's foreign public debts ocutetanding on 30 June 1950 vas-as fbllows:é/

Miliions of U, S, dollars

Publicly-offered dollar bonds (new pLan) Ce - 61.9

* Other dollar bonds o 0.7
Export-Inport Bank crodite2/ 18,5

. United States cammercial btanks' credit ,
(against gold collateral) . ° .., . .3

88.4

In 1942 a lcan of $2.1 million was granted by the Metals Reserve Company,
subaidlary of the United States Reconetruction Fipance Corporation to a Bolivian
enterprise for the expansion of tungsten production. Of the original a.mount
$180,000 has been reraid, approximately $800,000 has been written off, and the
remeindsr is An- defe.ult.3 This loan has not been gua.ra.nteed by the Bolivean
Government and therefore 1s not considered part of Bolivia's public debt.

B. Business Inveetments

Total "foreign" capita.l investments in business. enterprises in Bolivia at
the end of 1946 are estimated at about $102 million, of which amount, however, a
considerable portion .represents stock held ‘by- Bolivians. The investments are
ehown below by currency and by the two major economic groups involved.'u

J./ Excluding the Argentim credi’cs.

g/ ' Excluding amounts not yet A sbursed - $16 xnillion under the l9h9 credit and
$.3 million under the 1942 credit. :

3_/ United States Department of Commerce, Clearing’ office for Foreign Tra.neactione
Foreign Tra.nse.ctions of the U, S, Govermnent September 1950, PP.. "‘A=53, A=59.

{{/ For’ similar figures rela.ting to each e; the yeare 1937-191+O e.ccording to the
stetistics of the Permanert Fiscal Commission of Bolivia see‘Ugited Nations,
Balances of Pe.ymente 1939 1945 (Geneva 19148), Po 3o T e

A/}‘g'ele et



“m/eN.12/166 /X ad,10
Page T

Table 2: Forelegn Buginess Investments in Belivia at the End of 1946

In milhons of curzenoies ' . Equivalént in millions of <
' indlcated L . U, 8, dollars.a/.
Utilities, Mlninob/ Total | Utilitdes, Mining® Total
mnui‘acturing - "7 manufacturing, o
. commerce : .. .. commerce .
L sterling ~ 0.2 9.2 19,4 1.2 © 37.0 ¢ 78.2
U.S, dollars 2.0 9.0 1.0 20 . 9.0 1.0 "
- Cenadlan =~ . S ‘ I o :
. dollars. 6.6. - . 6.6 6.6 - . 6.6
Swiss frencs - 28.5 . 28.5 . - 6.6 6,6,
TOtal . .- . o . o‘ AL I R .ob‘ ¢ e e Y 'y )'l'908 : 52&6 ' 102.11- :

Sources United States Depe,rtmeqt of Commeree Intemationa.l Reference Service,
Living and Office-Ogerating Costs in Bolivia April 1948, p. 2

a/ Converted at the rates of exchange at the end of 1946,

b/ ‘A large portion of the mvestnents in minng is in ra.ct held ’by Boliv ia.ns
(see text), .

| JustA over -half of the vtotal investme’xts reported as foreign are in mining, .,
note.bly tin mining. Three large tin mining concerns account for. three-fourths of
the Bolivie.n tin ore output, they are incorporated in foreign countries and their
capita.l is expressed in foreign currency. .One of these concerns, the Patino Mines -
and Enterprises, Inc., which accounts for L0- 45 per cent of the Bolivian tin ore
output, is regietemd in the United States and its capital is expressed in '
United States dollars. The corpora.'{nons of the Hochechild concern (Compania .
Minera de Oruro and M. Hochschild SAMI), accounting for about 25 per cent of the .
output a.re 1ncorporated in Chile and Argentina, their ca,pital however, is
3xpressed in pounds sterling. Ia Compa.gnie Aramyo de Mines en Bolivia
*epresenting about 7 per cent of the outpu'b is ircorporeted in Geneva, _ _
Switzerland, and- its capital is in terms of Swiss fra.noa. 'I‘hue ‘the enterprise
ooncemed are conmdered noxninally foreign-owned and are treated as such under the
oxchange cantrol laws. '
Lit‘cle statistical: mi‘onne.tion is availa’ble as to the m.t:lona..'!.:l‘l:,.sr or- dom:lcile A
- oF the owvners of the tin mining shares. ‘Substantial amounts of shares undoubtedly. .
aye held in the United Elatesand the Uni’ced. Kingdom However, the maJority of
the shares 1n eaoh of the tlree’ J.arge tin mining, concerns 18, etill owned by the
Bolivian fa.milies which originally developed the mines and retain’ control of the
/companies,
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companies, Thus s in spite of the f‘act that the companies are incorporated
abroad and 'bhe 1nvest.mente expreeeed 'in currencies other than ‘the bolivia.no leas
than half of ;the investments they represent are truly f‘oreign-owned. It should
be kept in mind, however, that some members of these Bolivian families reside
Permanently abroad. The exact distribution of the stock ’by na'tionality and
rvesidence of stockholders in the three enterprises is not known. Substantia.l
amounts of the shares in the Patino concein are owned in the United ‘ta.tee.
"Medium-sizod" mines account for 15 per cent of the output of tin ore; they
lave been develcped largely, but not wholly , by foreign (British and American)
ce.p:lte.l. To this group belong the Amexican Smelting and Refining Company and
V. R. Grace and Company. The "arall? mines account for the remaining 10 per-cent
of the output; they are owned and opere’ced primexily by Bolrvians.

British Investments - s . :

No official statistics with respect to British-owned investments in Bolivia
are available. British capital has been invested in mining as well as in other
activities, particularly railway ventures. At the end of 1943 the capital stock
quoted on the London Stock Exchange of campanies opersting in Bolivia had a
nominal value of about Zh.h;mllion..—n{_.. The rate of return in that year was close
to 22 per cent, reflecting high profits of the tin mining 1nqﬁstr'y. However, - -

.16 per cent of the shares ocutstanding, minly in railways, earned no retﬁrn._

United S&Atee ;g:’vé-etm_ahte

American cuplwal did not enter into Bolivian ventures urxtil the first
World Wer, when the demand for tin rose far above normal requirements. Various
Amexican corpocetions sach as W. R. Grace and Company and Netione.l ‘Lead Campany
acquired intersets in Bolivian tin mines; these Amsiican interests in the 1920%s
accounted for about 8 per cent of *ae Bolivian output of tin ore. A number of
these ventures did not-succeed and Were abando*led in subse‘juent yeara'.e American

investments were importarit in the eevelop:nen‘b of Bollv:.a. 8 petroleum resources.
A eubsidia.ry of the Standard 01l Company: of New Jersey, upon obtaining a -.
concession in 1922, made investments which by 1937 had reached a book value of

‘ 1/ The Séuth Anexican Journal 20 January 19lﬂ+ ' 37

P/ For a diecuesion of some of these investments see Cleona Lewis 9P, cit.,
Pb. 254=255, This' source estimates American ce.pita.l in Bolivia.n Tin mining

- .in 1935 at about $35. million, & figure: much higher than the official
' United Statee eetimte. ‘ _ , "

N

/a.betit
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ebout $16 million. The subsidiary was dxlgFoprittsd in thet year by the Bolivian
'Govemment (eee vage €0 ‘below) ,. aﬁd rlb Nrther United States capitel has since
participated directly in the develo;:ment of the petroleum resources of the-
‘.country. ‘ . . _ . o e
Accdrding Yo 'bhe ceneus of Uni'bed Sta’ces investmen’cs a‘broad a8 of
31 May. 191+3 ) direct inveetments- in Bol.ivia were as follows:,

Table j United States Direct Investmsnts in Bolivie on 31 May 191;;

Millions of-

U, S, dollars
Manufecturing 0.5
Mining and smelting 10.4
Trade 2.0
Miscellaneous, including
non-profit orgenizations 0.8

13.7

R ———

Source: United States Treasury Department Census of American-owned Assets in
Foreign Countries, Washington, D, C., 19%(, pe 70

These investments represent the holdings - practically 211 of them in
branches - of fourteen corporations, among which may be mentioned Patino Mines
end Enterprises, Inc., W. R. Grace and Company and American Smelting end Refining
Co. The holdings are recoxrded as "controlling" interests; but 14 will be
recalled that for statistical purposes & “controlled" enterprise is defined as one
in which & United States enterprise holds stock. The investment in the Bolivian
branches of the Patino concern is included, though Bolivian nationals have a
controlling interest in the parent company.;-

Other Investments .

Cenadien investments have contributed to the development of the electric
povwer industry. The Bolivian Power Company, a subsidiary of the Canadian-owned
International Power Company, Ltd., according to reports some years ago progided
approximately nine-tenths of the generetion of electric energy in Bolivia.~’ This
company operates the electric light, power, streetcar and telephone systems in

7 In the United States census of foreign~-owned assets in the United States as of
14 June 1941 it 1s reported that residents of Bolivia owned a controlling
interest in United States enterprises amounting to $14.2 million. The bulk of
this investment presumably represents the ownership of a majority of shares of
Patino Mines and Enterprises, Inc.

2/ U. S, Tariff Commission, Mining and Manufacturingjndustries in Bolivia
(Washington, D. C., 1943); pp. 33=3%, /1a Paz,
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1a Paz the 1ight and pcwer system 14 thé '\:ow‘n OL Viacha and the hydro-electric
development &nd telephone sexvice of Oruro. '

Although the statistice on business investments show that substantial mining
investments are expressed in Swiss francs, there 1s no evidence that Swiss
residents own a Ja.rge share of Bolivian mining enterprises. As previously
mentioned the Aramayo conqern is incorporated in Switizerland but its -stock is
held largely by the Aramayo family in and outside Bolivia.

JII. BCONOMIC
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'II., ECONOMIC SIGNIFICANCE, OF FOREIGN INVESTMENTS
A. Industrisl Distribution’™ * =~ ' i . oo . . -

"-"The Bolivien reilrosds, public utilities end ﬁétz‘ble\m" industry were -
developed almost exclusively with the s1d of forelgn cepitel. The tin mining
1nduetry » On ‘the other hend, while now nominall,y foreign-owned. wes developed
originally snd is et present’ mdirectly ‘owned lsrgely by Bolivien nationsls, es
wes pointed out sbove. The expsnsion of the tin mining 1nd.ustry wes finsnced
in part by investment of undistributed profits. ..Iittle locsl cepitel

nccumileted from domsstic sevings hea besn available for mining or industriel -
development. ‘ '

Minerals account for ell ‘out a fraction of Bolivia 8 exports. )

~ Teble 4: Bolivie: Ex‘ports in l9h8

C.1.f. velue Percentage

in milliochis of . | :

U.S. dollers

Minersl exports (me‘cals or ores): B

Tin-.....'....... ‘e 8002 7101
Antimony. e v s s s b 6 e s 6.2 i 5.5
SIIVOY: o + 6.0 o o o v+ o o 0 s 5.5 4,8
Iﬁadé ¢ 6 s e o 8 s 0 e o.o . 10.1 900
Wolfrenm (Tungetan). L T ) 2.9 206 ‘
Copper. S+ 6 o 8 e o s & e @ o 3.1 2.7 .
ZINCe « o ¢ o6 o o 6 0 4 ¢ o o 2'8 2'5
Blemuth o o 6 ¢ 4 ¢ 0 ¢« ¢ « o o 1 1

Totel minerel exports . . . 110.9 . 98.3
.. Other eXport8.. o & + o « o+ s - 1.8 LT
Total..’.'....,... 112.7 S 1000

Source: Banco Central de Bolivie ’ Axmual Report 19l+9, PP, h6-h7. The ,
shere of minerels in exﬁo rts wes unususlly lerge in 1948, In- 19h7
thet shere wes only 92.4 per cent,

‘Tin Mining -

The importance ‘of fomign investments in tin- mining is obvious from tha
fect thet tin ore scéounts for about 70 per cent..of Bolivia g ‘exports. 'I‘he
purchese of the goods that Bolivia et impor't hes to be financed lergely by
the portion of the proceeds of tin ore exporte that sccrues to Bolivis. |

/Mining
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Mining of tin-ore:in Bolivia 'began about 1860 dut. did not sssume impor‘bance
until World Wer I. Normelly, Bolivie hes supplied 12- 25 -por cent of the wOrld.'
tin ore production. Bolivia 8 tin mining is et 8. dissdvmtage a& comperad with
the ,jor producing areas in South-eaat Asia (Maleya and Indonesia) since the
tin content of its ores is lower, f‘urther'more the trens@ortation of the.
'concentratca is d.ifficult ani expensive since high mountain ranges seperate the

: minee ‘from the’ ports on the Pacific Oceen._

" The foreign end d.omestic capital (excluding reaex'ves) invested in the .
lerge end med.ium-aized. minee in 191“ is shown in Table 5. The amount has not
chenged substantially since 1540.

--

Teble 5'- Cepital Inveated 1n Tin Mining in Bolivis, 1947-%/

e

Millions of
- U.S. dollere
Lerge mines: L |
Petino group R 20
Hochechlld group e
Aremeyo group . _ mo R
Medivm-sized mines . A '
Totel T 60 T

Source: Benco Centrel de Bolivia Annual Report 19l+7
l/ Excluding reserves. .

These figu.ms do not include thew rolatively small smount of capital
(chiefly Bolivien) invested in the "smell" minea which sccount -for sbout e tenth
of the tin ore output. e _

As wes pointed out. .above, the ‘nulk of the capital invested. in the large '
mines is held by Bolivians Tt e e

S

Other Extractive Industries '

Minerals other then tin ore constitute spproximetely e fourth of all exoorts
end thus contribute eubetantially to the inflow of fore ign exchanga. o
i Antimony extraction which begen et the beginning of this century always
\V is large during war periods. However, practicall,y no i‘oreign cepital is )
invested in the Bolivian production of antimony which is derived chiefly from ‘,

/individnal
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individusl Operetors. These operators‘“séll their output to the government-owned
Benco Minero... Tungsten, on the othér hend, ‘which is glso importent in wer tive,
s minsd. ‘oy lerge tin mining companies, 11; 48 founhd in.seperate. deposits in the tin
belts A Bolivian enterprise obtained ‘Tihsnciel essistence. ﬁ'om the United. Stetes
Jovemment dnring the wer to’ stimulete dutput of this mineral, however, it w8
not o suoeessi\zl venture. Lead ‘giiver end” zine, which sre also ex.norted in
sizesble quantities ’ ‘ere mined by’ foreign and ‘domestic interests; lead is usuelly
obteined 1n con,junction with other minevels.’ Prior to 1900 silver wa s for
centuries Bolivie 8 principel export product; in fsct, Bolivie. was once rated ss
one of the world's richest sources “of silver. However, when the price of silver
foll dresticelly in the nineteenth century, Bolivien miners turned to the
production of other metals. ' .
Bolivie ié end.owed with lerge petroleum "re8OUrCEs. '.I‘he petroleum belt runs
1n the southern pert of the country from thé Peéruvisn to the Argentine border.
The dejrelopment of these resources hes so far bteen very limited owing pertly to
vthe_inacceesibiﬁlity' of the sres. All petroleum deposits in the country were made
the propsrty 'o.i“ the Government by decrees in 1916 and 1920. -Concessions for their
sxploitetion could be obteined provided .royslties were psid to the Government.
The, St&ﬂdard 011 Company'mbf New Jersey ecquired e concession in 1922 snd .
eubsequently through the Stendsrd 011 Compeny of Bolivis wes résponsible for a
large portion of Bolivis's petroleum output. -After the exproprietion of that
Compen,v 8 essets in 1937, / this conceasion wes cencelled,..snd the development
of petroleum resources hés been in the hends of the netionsl.- petroleun . monopoly,
-the Yecimientos Petroliferos Fisceles Bolivisnos. Efforts heve been made'et
verious times by the_Bolivien Govermment to interest foreign cepltal in the‘ :
developmemt of these resources. No‘equity cepitel hes become evallable but, es
was pointéd out ebove, ‘the Bolivien "Cemtrel Benk has been sble to reise loens with
United Stetes benks for the comstruction of oil pipe lines. The emount of
Argentine cepitsl sctuslly invested is not kmown.. .Some of the extrected oil
moves through en Aréentineémd pipeline t6 Argentine,

Trensportetion end Public Utillties

Since Bolivie hes no see coast snd is sepereted. from oceen ports by.
mountein barrders or tropicel low lends, treneportetion of goods entering into
- Bolivie's foreign trede poses & difficult problem. Reilroeds required for the

1/ For further discussion of this expmpriation, gee p. 2k, /de ve'l et
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developuent of minsfal resourcés hive &ttraetéd British snd American: capltels °

In fact, 011 meJor reilrceds wers bullt with the'held of foredgn tepitsl.. .
"British copitel wes’ lergely responsible for'bullding two'of the meJjor reilway
1inks betwedn the Psc¢ifié’ comst end’ thé ‘tein céntres of the country:. the 745 miles
“of reilroed (out of 1;400'miles in the'country) cormecting the-Chilesn port of -
Antofageste With ls Pez énd Oruro, oOpersted by the Bolivien Rellwsy Compsny, end:
the reilwey from the port of Mollendo in Perit 'to Iske Titicece snd from Guaqui'
(on thet lske) to Le Pez which, together®with: stesmers scross the lake is - '~
opersted by.-the Peruvien Corporstion.: ‘Both of "these concerns sre British-owned..
The* third reilrosd link between the Pecifis comst snd Bolivie, connecting Arice s&nd
Le Pez, is ovmed By the Bolivisn Governmsnt' in Bolivien. teryitory end by the Chileen
Goverzment in its territory; foreign cayital borrowed by the-Bolivien Government
had probebly coutributed substentislly towsrds building this re 11rosd line.

. THe reilroeds cornecting Bolivie with Argentine snd Brezil were ‘built with '
the s1d of cepitel: supplied’ by 'th'esé two nations. Under.the terms of the treaty.
betweer Bolivis end Brezil of 25 Fébruery 1938, s reilroed line 1s now being °
constructed “between Corumbs snd Sents Cruz. .This rosd is finsnced with sterling'
owed byiBrezil to Bolivie snd with funde sdvenced by Brazil to Bolivie at en .
interest rete of 3% per cent. -The Argentine Government: egréed in s tresty of -
10 February 1940 to finsnce the construction of ‘the reilrosd from Yscuibe to
Sente Cruz which will comnsct the oil field ifi thet vicinity with Buenos Alres.,

 The Bolivien Govermuent owns and‘Opera'tes*‘epproximéte]y. 600 miles of ...
rail_wa’y"e;- 1nc':‘liid1ng those finenced by Brezilien end Argentina‘cepitel; doller °
funds from loens flosted in New York in the :‘1920's were instrumentsl.in building
meny of the lines: in question.’ Without foreign cepitel, Bolivis's reilwey links
with -thé outside world could not hevé been .developed snd-Bolivie's natursl weslth

- could not be sent to foreign merkets in return for needed imports.: ‘

In the'f1le1ds of electric power, telephons snd street car service, foreign
capitel, perticulerly Canadien, hes ‘predomineted; ' T

The building of some ms jor highweys hes also ‘inwolved ‘the use. of. cepitel
from sbrosd. Credits grented by..the Export—Import Benk %o the Bolivian
Development Corporation in-1942 end. 1949 were intended largely for the
construction of, e :good roed. between. the. imnortant cities of Cochabam'ba end
Senta Cruz. It.1s reported that under the 3,949 credit sn Amgricen e"xgmeering firm
will be responsibla for bringing construction of this highwey to a complet‘on. ,

T - ' A /COmmef e and
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Comsrce snd Manufecturing ... ... - o o et oae o e

- Prior to World Wer I trede and commerce in Bolivie wes J.argel,y in the-hands
of Gexman. netionsls, meny of. them reslding in-Bolivis., Germsn msrchents .were
more. wlling. to cater_to. outlying srees end to the perticuler wishes of native -
- Aoliviens then were the .merchents of other countries. Germens scquired e -
virtusl monopoly 1n seversl brenches of commerce snd hed meds themeelves .elmost - -
1ndiapenéhap1.e, %o the economic 1ife of the country. Although Bolivia .did.not
declare wer on Germeny ﬁuntil T April 1943, the mssets of Germsn nstionnls were
irozen on 10 December 1941 end. their enterprises subjected to control. Since..
vhen . the Gorman owners of the enterprises cancerned appesr in most cases to. heve
aoquired, Bolivien citizenship. e L " SRR .

~1dttle. foreign cepitel is mveste& in.other branches of the economy. .
Mentlon.-mey be made, however, .of perticipation of some Americen cepitel -in the -
cement. industry, end of the operstion of brenches of the Banco Populer del Pern
and Benco de ls Necion Argentine, Industry end commerce sre not highly
leveloped in Bolivie. . 'Mos-t -existing menmufecturing enterprises produce" light

sonsumsr goods for the locel msrket, require little cepitel snd employ few
dorkers. ;. . :

3. Foreign Investments snd the Bslence.of Payments '
Bolivis's exports, .coneisting, es was pointed out above, almost entirely of
uineral products, exceed imports - in pescetime » 1% sppesrs, ususelly by
30-60 per cent in doller velue. Impbrts consist largely of necessities for
sonsumption snd equipment for the mining industry. The export surplus financ¢ss
the outwerd peyments on sccount of dividends end profits end the less importent
sexvice items smong which may be. mentioned Government Peyments, which have been
camparatively hesvy in recent yeers. .. .
The informetion concerning the. cepital movement, particulsrly with respect
'0 inflow of foreign cepitsl, is insdequete, Aside from the publicly..offered
-08ns and the credits extended by benks, little exsct informetion is eveilsble,
'he figures for the 1540's 1n_teble..6 relste rrimerily to the use. snd repsymént
{ credits from the Export-Import Benk end the Reconstruction Finsnce Corporstion.
Peyments on sccount.of interest and emortize tion on the bonded externsl debt in
he yeers 1928 to 1930 heve been estirested st epproximetely $5.8 million per ennum.
Zuch peyments in 1929 - the yesr before the debt went into defeult - constituted

/more then
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more then 10 per cent of Bolivie's totel exports snd & " mch f"lgxgerf-percent;age ‘:of ,
the smount of exchenge ectuslly:sold in:-Bolivis by the. m'ini_ng-‘ companies. ssi,nce“
Bolivie's sggregete ‘exports (including minerels).:emounted to less-then $20 million
in the despression ‘Jeeyr. of 1931, 1t is evident thet psyment of the serwvice on the -
external debt would have seriously. reduced-; the -smount of foreign exchenge availab;.e
for imports. R N : .. e

As. wes . pointed out sbove , the dsbt.-settlement recently adopted calls for
payments of approximetely $1.5 million.s yeer during six yesrs from 1951.
inelusive. for interest snd ~-£he. repurchese -of bonds sbroed, end for sbout ,
$2.5 million ennuelly beginning with the seventh yeer,  Totel foreign exchenge .
roguired for the service of debts - which slso include the Import-Export Benk -
loens end the benk loens - ere expected not to exceed $6,‘mi_lli¢n -in eny one yeer.
Thls smount does not ‘seem excessive. in view of the current level of Bolivie's
exports, but will stlll constitute & burden on the balance of paymante in coming
yoars, ' . T o
The, ‘oalencing of. foreign transactions. obziousl,y depend.s lergely on the .
smount of foreign exchsnge thet.ls msds eveileble by the tin mining industry.. -
nfter deduction of its own requirements. The question will be deslt with in e
subsequent pege. | | '
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Teble 6: Bolivie: Balance of Peyments. 1947 end 19h8_ ,
' Inverd: (+). or outwerd (- ) peyments
(In millions: of United Stetes dollers)

o e

Merchendise exports, tomd 7 e72,1 - #100.3
Merchendise imports, c.i. s c T w616 =T2.2
Merchendise surplus SRR R 1 M T +28,1
GGV?mntv_ trenssctions = - - 77 0 i =65 © =70
Miscellsneous services R : 404 ~ «0,5
Yield of investmente! e 4139 T =173
Totel goods end services | - ' -10.5- " $3.3
Lone-tem capital-/ S ’ - 8.8 $1.6
Short-term cepitel end monetary gold ' g ' __4_-_@__3; ‘ 1.1
Belence of sbove items - Ce S
(due to errors end omiseions)- , . +6.4 . +3.8

Source: - Internstionel Monstery Fund, Belsnce of Peyments Yesrbook 1948,
- pege 77. The figures for 1948 heve been revised. . .-

/ Computed from the recordsd c.i.f. valuee by deducting transport and
smelting coste end by edding estimted contraband. exporte. '

b/ Ae recordsd plus contretend.. ..

¢/ Al Bolivien Govermnent doller bond.s were in default from 1930 to
. Dacember: 1950 : ‘- .

4/ Lergely utilizetion of Export-Import Bank loen.

. Jce Yield of. Buginess
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C. Yleld of Business Investments G e SR : . .-

Exect informstion on ths yield BE fdreign investments in Bblivie in relstion
to the capitsl mvested is not availa'ble.ll Mining investments were very
profiteble during the f.irst world wer when the price of tin wes high, the volume
of exports large, end taxes emell. The relstively high levals of output
maintained. during the .1920'5 indicate ® correspondingly high level of profits o
vhich wes.followed by & sherp decline during the depression. By the mid-1930's,
howevez', the price of tin hed recoverod substentislly end, es 1s indiceted In
Table 6 profits during World Wexr II in¢ressed considersbly, Since the end of
the war the Bolivian companiea hsve cellsd attention to the rise:in costs .
resulting from the necessity of penetreting deeper to secure ores, snd to higher
weges and increesed texss. In 1947 the Petino group reported profits (efter
taxes) et 17 per cent of..the gross revenue snd compsred them with.-correaponding
profits..of 30 per cent.esrned by the .‘?acific ‘Tin Compeny.:of Maleys, desplte the
. fect thet the letter wee opersting et low cspecity end hed not fully recovered
from the effects of the wer. In this comnexion it mey be noted thet the dividends
declered by Petino Minee and Enterprises, Inc., since the wer heve been nq
higher,. and in geversl yeers. Icier, then -those. paid during the wer, despits the
foct thet the prive of:tin hes risen substantislly. 2 |

. Anelyseis of the belence sheets of the Britiah-awned railway companiea and. the
Cenedlen-owned pover plant compenies suggests thét these' enterprises have generslly
not been profitsdle in rocent yeara.‘ Neither common stock. nor- preferred stock
dividends heve been peld for mesny yaars. '

1/ According to estimetes of the United Stetes Dapartment of Commerce the ratio of
eernings to "equity" of United Stetas direct investments in mining snd esmelting
entermrises in Ietin America es e whole in recent yesrs wss ss follows:

1945 ..ee 8.7 por cent 1947 ... 13.4 per cent
1946 eve. 9.8 0 M. 1948 ... 28.4 v v

(8ee The Belsnce of Intermstional Payments of the United Stetes, 19L6-48,
Weshington: 1950, p. 94. J~ o comperable dste for Bolivie alone gre avelledble.

_2_/ The eversge yeerly price of Streits tin in New York in selected recent yesrs
wes es follows:

«~ Price Price
Yoor {cents por 1b.) Yo  (cents per 1b.)
1929 . L X h’s 02 191‘2‘19145 » ves 52‘ 0 )
1931 [ X W] 2"".5 . l9h7 AL 7709
1935 [ X 50 u’ 1914'9 (B AN X 99 3

~1938 ... k2.3
. The everage for 1942-194s refera to the :price peid for Bolivien tin by the
Metals Reserve Uompeny, @ procurement sgency of the United Stetes Government,

which wes somewhst higher.. /III. GOVERNMENT
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III. GOVERNMENT POLICY AND FOREI(I‘I ETVESTNMTS

A, Entry and Ststus of Forei&m Capital .
Poreign capltal may enter the country freely; but if special guarantees with

respect to the t.rsnsfer of dividends and repatriation. of principel are requested, .
capi‘cs.l entoring the. country, will, under a law of L7 October 1945, have to be.
"registered vith the Ministry of the Trossury and mst be either in the form of
exchange sold to the Central Bank at the offlcial. rate or 1n the form of.
machinery or. mat;erials for stimla( od purposes" (se0 following section on exchange
' control).*/ The mining compentes ere not affected by the law of 1 October 1945,
thein ethanée tiessact,ims bemg egp.jees to ?PF?P.’:‘_"l- ._legis]stion, as described
below. . . S
Foreion ce.pital 1n Bolivia. enjoys e.lmost oomplote formo.l equslity with

R

and engage 1n any 1egitims.te mdustryq However, the anstitution stipulates
in Article III thot all businges enterprises established will be considered as
nationals and are subject only %o the lawe of Bolivia, .The only. existing formal
discrimination is o stipulation in the eonetitution prohiditing foreigners and .
foreign enterprisss froxn acquiring of owning property within Tifty kilometers of
the Bolivia.n. border. o . o o . :
The Constitution provides that the Goverrment my. regulste ’by lsw commercial ‘
and 1m1ustria1 activities required for pudlic need or security, and may aesume
general direetion of such activities through assistance or- direct action.-3~ The
Govemmant has up to this 'oime establlshed only two .specific monqpolies, mmely in
petroleum and matches, With respect to the first, laws of.1921, 1936.end . | )
especially e decree law of 5 November 1937 stipulates that all petroleum lands in
the country belong to the public resexve and that, the exploitation of these fields
and the aistribution of petroleum Products is essigned to the Yacimlientos
Petroliferos Fiscales Bolivianos, a government enterprise.  With regard to the _
second the manuf‘act.ure &nd sale of matches in Bolivia. vag made & monopoly in 1930, |

‘when the Government, award.ed an exclusive contract to a Belgien firm (see page 2,
a.bove)

L R . Lo e LA

J_../ United States Department of Commerce, Internatiomel Reference Service,
June 1949, Establishing & Business 1n Bolivia, p. 2, :

Ibid P. 1,

2/
3/ Inter-Kmerican Development Commission, The Statement of the Laws of Bolivia in
Matters Affecting Business Needs and Various Asgectstf Activities, p. 121,

/Mention
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Mention may be dads of a feW sther government regulations the;t may influence
investment conditions. Tin ore derived from the "small" mines, and antimony ore
must be turned over to the government-owned Banco Minero. : The se.me principle
applies to rubber and sulphate of quinine which have to be turned over to the
government —ownea. Banco Agricola. In addition, there are some. controls over the
exporte of wool end gold and the distribution of cbtton, cotton textiles and sslt.
The two banks Jjust mentioned together with the Bolivien DeVelopment Commission
(originally financed. by Joint United Ststes‘Bolivian capital) s lead. and assist
prive.te Bolivia.n enterm'ises and offer financial ‘technical and planning i‘acilities.'

" A decree of‘ 2 February 1937 stipulates that 85 per cent of all employees of
any enterprise muet be Bolivians and that at 1east 85 per cent of all wages paid
must go to Boliviens .y - On the: other hand no. restrictions exist with respect to
the composition of the boerd of directors of' a.ny enterprise.

All enterpcriees pursuing oommerical or industrial activities must be
registered in the off‘ioe of the Collector of Intemel Revenue and’ euthorizetion
hag to be obtained from the municipality where the enterprises will be 1oested. A
Inscription in the commerciel register of ‘the &epertmental Chambers of Commerce or
in the national register oi’ ind.ustries 18 e.lso required. The Mineral Code ’ which
affects foreign interests, requires that mining enterprisee employing more than '
200 workers and located more then ten kilometers from the nearest town must
provide living que.rters, heelth Service e.nd food to the workers. This code places
8 substantiel financial burden on the f‘oreign-cwned mining enterpriees.

Private omership of property is gueranteed by Article 17 of the Constitution, |
provided "it performs a social f’unction"' expwopriation for reasans of public o
utility is permissible if done according to law and ir "a feir indemnity is peid
beforehand v |

~ The Bolivie.n 1egislature he.s during the last fow yeers eeveral times
considered natimelizetion of the tin mines.‘ 56, far, however, the only instance
of exprom'iaticn is the action agsinst the Ste.udard Oil Company in 1937 when the
property of the Ste.nderd Oil Compa.ny of Bolivie we.s exproprie.ted end its ccncession
cancelled, 'I‘he legal history of this’ case is complicated and hed assumed politice.l
significance. The action wes besed on e,lleged 11legal export petroleum products by

. ; i

1/ Inter-american Development Comnisgicn, ibid Do 28. .

L e , CEamei [the companyr
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the company, Alhhough Standerd 011 va.lued. its Bolivia:n ‘holdings.at. $17 million, .
it accepted in 1942 en. mdemificetion of $X. 5 millien end 3 per cent interest.for
the period from Merch .1939,. to 19k2 $0. 2,.,“:.,milli_og in“ff}l‘ll settlement of its claim. _

Aecefding‘ to e recent official etatement the- Government, is considering &
revieion of. 1te policy with respect to the exploitation of petroleum by foreign
enterpriees.l It 1s contemplated to eatablieh a limited area in the nort.hwestern
pert of the oountry in reapect of which the .Government will coneider negotiation )
with foreign companies for full exploita.tion rights. Another area would be open
to foreiem enterprieee on the basis of leasing a_rmngeme;xte. with the Covermmentts
oll monopoly.2 IR | ; B

In 'c.he recent seeeion of‘ the Bol,:lvd.an Chamber . of . Deputies, a reeolution ves
unanimeuely pa.seed calling for a coumerclal treaty with the United States and
inclusion therein of adequate guarantees for American capite.l.;- This appears
to be related tc the recent Programne. annomeed. by the United States with a view :
to eetabliehing bilateral treetm an tlxe status of foreign investment.

B. Mchenge Control
Foreign exchange cohtrol wag intre&uced in ‘Bolivia in 1932 end has been in -
effect ever since, except for an interval between October 1937 and June 1938,
In the eerly 1930's pressure on the balance of payments resulted’from thé loss of
export merkets during the depression and from the war with Paraguey. In recent 7_
years, however -domestic inflationary tendencies have led to a persistent preseure"
on Boliviats. intexrnational payments position which has been Xept in precarioue o
balence only by restrictions on .imports through impoxt licensing, e:tchange '
control end & system of multiple rates of exchange in respect of both the purchaee
and the sale of foreign exchangé by the autherities, - ' o
The large and: middle-sized tin mining enterprises in eoxne respects occupy a
speoiel yosition in the exche.nge oontrol syetem. Theee enterprises are’ exempt

1/ See repor‘b of & etatemen’o by.Guillermo Mariaca, dlrector of Yacimientoe
Petroliferos Fiscales Bolivianos, New York Times, 15 April 1951, :

See &lso United Stetes Depertment of Eommerce, Foreign Commerce Weekly,
22 Jenuery 1951, p. 1l, -

2/ The letter arvengement appéars to be similar. to thet under which Gertain -

United States enterprises have operated 1n Mexico during recent yeare.
See E/CN.12/66/Add.8, ) S

3/ United States Department of Commerce, Eofei@ gominer;c'e]&jg‘ekly,; 16 October 1950,

/from the
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from the general requirembmt to surrender all-eiport procesds to the exchange’

conitrol authorities, boing permitted to retain abrosd & ccnsidersble percentage
of the foreign exchangs- proceeds. - The percentege whilch mey be reteined abroad
bas frequently been chenged and has ‘ofte:'x}ﬁbeen'f-'subje'et to dispute between the -
mining interests and the' government, . A1l the exchangs sold by the companies to
the  authorities. is since April 8, 19'56, being trangferrsd, at the "official" rate ~

of 60 bolivienos:per dollar; which is less Pavourabls to the compenies than the - '

"free": rete of 100 holivienos-at which other exportere ueuauy can sell at leaet. e
a portion of thler exchanhge-proceedss - .- e PR
Under a decree of 11 August 1950 the large tin mining enterprises were
requiréd to "eurrender.tc the -authoritiss all theiy net earnings of foreign
exchange, ' After lengthy negotiations, during which their exports dropped
drastically, -this was modified by & decree of 30 October 1950, While formally
adhering to the principle of full. surrender -of " all proceeds this decree in practice
reverted to the .earlier arrangement undexr which the tin-producing companies were
permitted to retein 4O per cent of their forelgn exchange proceede._ Bowever, the .
use of the 1%0) per cent must be accounted for by 'che companies, Of the totel o
preceede 18 per. cent may be ueed for defraying costs of emelting, storage, .
handling and treneportation chargee abroad ; the remeining 22 per cent may. be ueed .
for importe of mechinery end equipment and of goode sold in company stores, and
for. Yeying dividends in foreign currency. It wes stipulated, furthermore, that
if the vrice oi' tin metal 'is less than 90 cents Yer 1b., (which 1s well below the. -
recent price) en edditionel 2 per. cent of the foreign exchange proceeds, or , -
42 per cent 1n a.ll may be reta.incd abroad .-:-L-/ At the seme. time, the compenies
agreed to 1ncrea.ee annual production by 3,000 tons to. 35,000 metric tons of tin. .
in concentrates provided the price of tin exceeds 90 cents per: J.b, T
' Subeeq,uent decrees have, eeta,‘bliehed percentage exchange deliveries aleo for .. -
exportere of various mineral producte other than tin ore (e.g. s copper, lsad and o
ginc ore) end of tin ore from the middle-sized mmee, with a .view to. etimu]ating
productlen.-/ The export-ere ha.ve to. eurrender a "baeic quota" of the foreign -

‘

1/ Under & previoue arrangement, if the price exceeded 90 cents per lb. the
exportérs were permitted to: retein ‘ho per cent of the rirat 90 cente end
compelled to turn ovey 10§ per ‘cent’ of the eXcess. | B A

T E

2/ Qee Fcreigx COmmerce Weekly, 22 .{anuaxy 1951, Pa: 20, SRR P

RN WL AP
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exchange proceeds of their ea.les to .the exchange cdntrol authoritiee at the (to
them) .relatively unfavourable:official exchange rate of 60 bolivianoe to the
doller. The remainder may.be retained by the, exporter and. ueed for dividend
peyuents, cepital retirement and other. expenditure in foreigi currency, or it |
can- be eolu to. the Central Bank:at. the rate of 100, bolivianos per dolla.r o'wing
to the large.discrorancy between the Ywo_rates, the profitability of the ,
roduction naturally depends to & coneiderable .degree on the: baeic quote., which .
varies for different commoditles and is eub,ject to cha.nge. , '
Foreign enterprises not Producing. minerals and in particular not engaged
in exports are in e relatively unfavourable position in that they depend emtirely
on the exchange control authorit,iee for any payment in foreign currency, ,
including investment yielde, and eince f‘or euch peyment the (to the. ent-erpriees) ‘
relatively wnfavourable rate .of ioo bolivianes for the dollar is applied unless
the investment- is, "registered”. Regisﬁemd 1nveetmente are made at the official
rate of. exchange and cerry.a. guarantee of tranafer of eaminge at tha.t rate up to_:’
15 per .cent per annwm of the registered ce.pital. ,Outward trensfers of ce.pital
require approval, If permitted, tr&nefere for “amoxtization up to 30 per cent
annually of reglstered foreign, cepital may be effected at the official z'et;e. '
There is no evidence that, any i'oreigh oapita.l hag as yet entered Bolivia under
the terms of the decree providing for regietration of- foreign cepital .
Authorized invard and outwerd trensfers of unregietered capital are effected et
the "free" rate.. 4 . » .
| It may be useful at this stage of the analyeie to ooneider the regulation of
the foreign exchange tranee.otione of the mining industry An the -lighp of the
informetion supplied as to the importance of foreigi inveetmente. , Tin ore, it
will be recalled, repreeents about two~thirds of Bolivia's exports, and a ..,
conslderable proportion of other minerals exported is rroduced by the large and
medium-sized tin mining enterprises, Foreign exchaxige surrendered to the Central
Bank by the concerns exporting minerals has to finence not only the great bulk of
the normal ifmports of coneumption end capitel goode into Bolivia but also the
servicing of the public debt and the yield of foreign business investments in
enterprises producing for the Bolivien merket. The traneferreci yield of foreign
investments in non-exporting enterprises in Bolivia is very low, repreeenting only
a fraction of the profits transferred by the tin-mining coﬁceme,”in spite of the
fact that the amount of truly foreign-owmed capital in the latter is much smeller

/than that
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than thet in public utilities, railways and memufacturing Por the doimestic market.
This may be attributed to the relatively unfavourabls conditioms umder which. '
ubllity efitsvprises are working In covntries where Inflationary tendencies prevail
(owing to the facti that:Yates charged to the public can seldom be raised i1 line
with ‘costs: of -operatién) andi’possibly, in eo far as railways are concerned, to'the
competitisn on the pert of motor vehicles. ' But it does not seem excluded that the
retentlon abroad. of foreign exchange proceeds’ from exporte hes been large enough
to depress the Bolivien ecanomy and ‘thus to'&iscouraga foreign 1nvestment 1n '
Bollvian ventures, Lo ' - S
- It might have been thought that the’ yleld of 1nvestment in the large tin-
mining concerns ‘retained abroed would have beéh confined to dividends pertaining '
to the foreign-held shares-end that non-distributed profits would have been -
ploughed back into business in Bolivia.’ udging, however, from the 1nformat1an =
available, particuls¥ly the estimates’of Boliviats halance of paymente publiahed '
by ‘the International Monetary Fund, the Aividend tranafers have been larger; and
in addition, eizable ‘amounts of undietribute& profite have been retained abroad.'
' “Thus, it apyesrs that the: foreign exchange rYetained by the concerns - which
as pointed out above are nominally foreign-ovna& < includes all dividende paid,
The balance of payments does not record any entry of foreign exchange on account
of dividends on the Bolivian-lield shares which represent over half the stock of
each of the concerns in question. Information is not available as to the extent
to 'which the’ absence of such & retirn flow of dividends is explained by the fact
thet some of the Bolivian share-holders reside permanently abroe.d.l
The magnitude of the non-distributed profits is not exactly mowh buﬁ'may be

roughly computed as the difference ‘between the total investment income and the

dividends- paia, as reportad in the official balance of payments stateﬁente for
Bolivias o sl s

L/ oo alao footnote L/ on page 9.

[Year
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~ Millions of Uniteg,Stetesydoilere .

Inveetment income

. ~ Investment Dividends paid in, ~  not distributed
Year - . " income a/ SR foréign exchange b/ -ag dividends
B € I 75 M P G\ W 75
193 . .0 . L 541 T o R T o 3.1
1939 : 9.7 3 © 3.1 6.5
Who < st gyl 3.3 8.3
1947 | 13.9 5.0 8.9
1948 , 17,2 k.5 12.7

a/<As reported in the balance of payments This item.was calculated by
deducting from total’ exports the eXpenditure of foreign companies in

. . Toreign currency on account of imports; freight and insurance on imports, -

=’,eelling ccets and currency gold 1o meet local expenses in Bolivia.j

b/ See Internationsl Monetary Fund Balance of Peymente Yearbook, 19h8 s P 76

While it is possible that the'figqree glven for the total investment income,r
which are admittedly based on estimates, may be Yoo high, as will then also be
those for the undietributed ingome, there can be little doubt that the latter.
ingome has been mich in excess of the iniﬁends. The amounts involved, which
enter into the foreign exchange holdings retained by'the'exportere, have been
traneferredAébroad and there 1s no indication in the balance of payments
estimetee for the yeare covered by an offaetting capital inflow repreeenting o

-inveetment in Bolivia of the sums in question. - ‘

The transfer -abroad ‘of the profite in excess of dividends accruing to
stockholders reeiding abroed 1s.akin to an export of capital and thé amounts ,
- involved appear large enough to affect the balence of payment. It should be f'A *
observed; however, that the figures shown refer to conditions prevailing before
the decree of 30 October 1950 according to which the foreign currency retained
by the expertere must be accounted for as representing current expenditure, ':~
dividends and ‘payment for imports: It appears still too early to eetimate how
this arrangement will affect Bolivia g exchange poeition. '

L. T a«x&tion :

- ‘Taxes on exports in 19h8 and 1949 provided from 38 to 42 per cent of all
ordinary receipts of the national government. Taxes on-income and’ profite are
second in importance and together with export taxee, provide almost one-half of y

ro/tﬁe'ordinEry
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the ordinery revenue of the natlonal government + Third in importance afce taxes on

 domestic conswmption end production.

. The export taxes- are levied irrespective of the profite.bility of the mining
mduetry es a whole or of indivmua.l enterprises, ‘bhat is, even in times when
metal pricee in vorld merkete are depressed. The export taxes accordingly at
times may act as a deterrant to the working of low-grade ores and also to new.

. 1nveetments In the mining mdustry. :

g The tax ont the export of tin ore (concentrate) varies with the tin content.
and with- the prioes of tin on the New York and London markete. It is roughly
equivalent to an ad vel.crem tax on’ tin et world merkeu pricee and thus takes no
account of. differences in cost of extractmg end pr oceseing various ores or of the
net .profit realized. ~ Foy lsrge tin mmee the export duties usually amount to -

.about a fourth of the velue of the product. at the mine. . B

The mining induetry is not only sub;}ect to emort taxes, bﬁt aleo PBJe _
steeply progressive taxes on profite. For ‘the. purpose of such te.xes all Bolivian
mining . enterprieee are claesified as large, mee.ium or emall - depending on t.he:lr )
production. The small mines, usually Jocally owned are in a. preferred position.

Their 1nccme ie ta.xed at rates ranging from 8 per cent on the firet 500, 000 _
bolivianoe of taxable income to 12 per. cent on incomee in excess of 7 million
bolivianos. Taxation of the inoome of, 1arge and medium rining companies is besed
on the rate of return on t.he paid-up capital of‘ the. company in question. The
rate of te.xation ranges from 4 per cent on profit.s amointing to less than 5 per
cent of peid-up capite.l to 50 per cent. on profite amounting to 150 per cent or.
more, . -

Mininv enterprises are eub,ject to severe.l other t.axes, those levied once on

the c:riginal grant of a. conceseion and a.nnually on the conceeeion during the time

1% 1s worked, and on, the lieting of real ptroperty coyered by the conceeeion.

' Theré 1is no distinction between foreigners and nationals in the applicaticn
of any of these taxes. According to Article 3 of 8 Decree Law of’ 2 August 1937,
"every foreigmer in Bolivie enjoys the same rights as are accorded to nationals .
and ehall have ‘no other or greater obligat,ion than. the la.tter 1n the payment of
taxee or perf'omance of public aervioee. " ‘
mduetries, whether fcreign or locally owned, is ’chat under a law of
11 December 'vl.9b’2 , ;xewly established manufacturing enterprises above & minimum

/eize vased
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size baged on a_gricultﬁre and 'stoch'eiair;g, except those producing cigars,
clgarettes and alcoholic beverages, are exempt for & period of five yee.rs f‘rom
all netionel, depertmental end municipal taxes (en:cespt'ia.nd taxes).

Apaert from the specific levies mentioned, business enterprises in Bolivia,
both foreimn and domestic, are subject to & wide variety of texes on incomes,
sales and -property, some of which vary according to the ina.ustry in which the
enterprise 1s engaged. Proposals for a revision of the Boiivian tax structure
are contained in the forthcoming "Repert, of the United Nations Missien of
Technical Assiskance to Bolivia," g | , . A ' »

~ The.existence of multiple exchenge ratee hae accounted for an 1mportant
amount of governmental revenue, In the years 1937 -1939, for example ’ exchange
profite resulting from officiel purcheses of exchange at rates well below those '
at which exchange was sold to importers conatituted betWeen 30 and 40 per ‘cent of
totel revenues of the national government. The amounte declined thereafter, but '
the budget for the fiscal. .year 1950 includes aome 450 million bolivianos of
exchange profits or one-sixth of. total receipte .—

D. Commercial Policy R :
Imports are subject to:direct reetrictions and teriffs. The inflation and
currency depreciations of recent years have left many of the -existing tariff

duties obsolote and increased the importance of quantitative restrictions.,
Import duties contributed about 1O per cent to the national government'!s ordinery
receipts in 1949, Special advantages as to tariffs and import licensing are
extended to new Industries engaged in processing domestic raw materiale, All
imports are subject to licensing. Exchange quotas are established for different
types of goods, according to their degree of "essentiality.” Exchange for the
less eseent;al imports is sold at rates less favourable %o the importers.

Since the onset of the world economic depreseion of the 1930's, the
Bollvien Government pae teken an active part in internmational arrangements
relating to the control of tin production, The price of tin declined drastically
in 1929 with the reduction in the demand for this metal. When private attempts to
contrcl the output of tin failed, the governments of most tin.producing countries
formed the Intermational Tin Committee in 1931 and undertook to enforce quotas
for the production of tin.

y This eetimate was made before the revision of the exehanae rate structure 1n
April 1950. Information is not availsble on the effect of the new structure
on governmental revenue, Jihe activities
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The activitiee of the Intemtional Tin Committee faciliteted the rise in .
the parice of tin during the 1930'3 and thus helped to suetein the fereign exchange
position of BolIvia a.nd the fina.ncial position of the Government. In the period ’
of soarcity. during the second world. war international tin alloca.tiona were '
effeoted by the Combined Tin Committee, an a.gency of the United States and
United Kingdom Governmente. The International ‘l‘in Conmittee'e agreement formelly
1e.peed in l9’+6 but the work of the Coxnmittee wae inf'orma.l,ly continued by the
Intemational Tin Study Group, though without the estebliehment- of a direct '
control by quotae on the produetion of tin ore, In 1950 the Tin Stud.y Group
requested the United Nations Yo convene in a.ceorda.nce with certain provieione of
the dreft Havena Charter for &n International Prade Organizetion, e United Nations
Conference to discuse a oomodity contre]. egreement on tin. Accordingly, a Tin
Cont‘erence uncler the euepieee of the United Netione met in Geneve in Octoher 1950
and diecueeed. in detail the methode which might be uaeé. to bring etebility to
international trade in tin.—li/ This cbnference had before 115 e dreft mtemtional
agreement for the oontrol of exporte of tin ore and for bhe crea.tion of a buffer
stock, It was ‘unable to agree on this dreft however, because of conflicting
views of coneuming and producing countries, pe.r'cieularly in the light of the '
rapidly changing narket position of tin, : '

- en

1/ For deteils see United Nations, Review of Intemational Commod 1ty Problems,
1950 New York, Ja.nue.ry 1951, -~
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