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The relative success of many states in developing nations promoting growth via state 
intervention has made the notion of state-led growth appealing again. This approach, 
however, contrasts past experiences in the sense that the state is not expected to intervene 
in all areas of economic activity as it was the case of socialist models of production, or 
have an inward approach as it was the case of the Import Substitution Model (ISI). 
Instead, many countries have chosen a selective interventionism path, where the state 
focus on those areas of economic activity that bring higher revenues, while maintaining 
open economies in order to take advantage of trade and economies of scale. At the same 
time, the influx of revenues generated with this approach is frequently used to promote 
internal policies (industrial, social, etc.) that favor (in theory) a more equitable 
redistribution of resources. Bolivia is an interesting case of this trend, where state 
revenues rely heavily on certain commodities, such as hydrocarbons and particularly 
natural gas, and where the government has taken a proactive role. This approach has 
proven to be relatively successful in the short run as the Bolivian state has been able not 
only to comply with most of its financial obligations, with notorious improvements in 
social and productive investment and positive and relatively stable growth rates; but also 
has managed to reduce its debt and accumulate a solid level of international reserves. 
This approach has given the administration of Evo Morales flexibility in the use of the 
public purse and a great deal of economic autonomy. One of the main challenges, 
however, has been the efficient redistribution of these resources. Like many other 
developing nations, Bolivia suffers chronic fiscal constrains due to economic, 
administrative and political conditions, that limit the number of tools available to the 
state. The lack of a universal income tax is one of them. Therefore, the Bolivian state has 
been using several alternative mechanisms to redistribute resources, such as direct 
transfers via the pension system, direct investment and conditional cash transfers (CCT) 
among others and with the ultimate objective of improving social conditions. Although 
this model has been relatively stable in the past few years, it is evident that the excessive 
reliance on certain commodities might become problematic in the future, particularly if 
the government does not find alternative mechanisms to fund long term social 
expenditures. With a macro-vision of this process, this paper analyses relevant fiscal 
aspects and their links to social expenditure and redistribution.  
 
 

                                                 
1 The author is grateful to Verónica Paz Arauco in Bolivia for sharing the general data about Bolivia and 
her valuable comments.  
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Fiscal growth  
 
In the past decade, Bolivia’s fiscal health has been transformed enormously, from fragile 
and dependant to a relatively solvent and stable one. Figure 1 depicts this notable change 
from a fiscal deficit to a sustained surplus. Part of this success can be credited to the 
renegotiation of contracts for the exploitation of hydrocarbons and the reactivation of the 
national oil company (Yacimientos Petrolíferos Fiscales de Bolivia, YPFB) by the current 
administration of Evo Morales and his party the Movement Toward Socialism (MAS). 
The annual average for the fiscal deficit for the pre-MAS period (1990-2004) was of -
4.7% of GDP, while in the MAS period (2005-2010) the average is a surplus of 1.5%. 
This sound economic success has redefined the overall expenditure strategy, and the 
visible hand of the state has become actively in many areas.  
 
 

Figure 1. Fiscal Deficit/Surplus vs. Hydrocarbon’s revenue (% of GDP) 
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A macroeconomic view of this transformation, however, shows some of the 
characteristics of the fiscal rearrangement in Bolivia. Evidently, different than monetary 
policy that should follow more stringent technical criteria, at least in theory (particularly 
for monetary emission), fiscal policy is highly contingent on political decisions. In turn, 
these political decisions determine policy priorities that are reflected in the overall fiscal 
budget. In the logic of political agents, therefore, the fiscal deficit (or surplus whichever 
the case) should be considered a secondary objective. For this reason, in countries with 
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development needs, the dominant strategy favors the idea of a stable but sustainable fiscal 
deficit, much in the magnitude of 2-3%. But in the case of Bolivia, the generation of 
additional revenues, mostly from the hydrocarbon sector, has introduced a distortion in 
the fiscal management. It is not that Bolivia is facing a favorable fiscal scenario for the 
first time, but instead that contrary to the expectations of a sustained deficit the MAS 
administration has opted for a different strategy of resource accumulation and direct 
resource redistribution.  
 
An initial but highly relevant exercise, therefore, is to determine the strength of the 
correlation between the fiscal deficit and particular items in the fiscal accounts. In other 
words, determine how much of the fiscal deficit depends on particular variables. A 
simple but direct approximation is through Ordinary Least-Squares (OLS) with fiscal 
deficit as the dependent variable and testing for goodness of fit and correlation with 
particular budget items of the fiscal accounts. As seen in Table 1, the best explanatory 
item of the variation of the fiscal deficit/surplus is the total revenue from hydrocarbons, 
which includes taxation and the direct sale to internal and external markets. Moreover, its 
R Square of .610 is relatively high for a single variable (and by far the strongest 
component that explains the variations in the fiscal deficit/surplus) with a good degree of 
confidence (95%). In other words, the regression equation with the total revenues from 
hydrocarbons explains about 61% of the fiscal deficit/surplus. When other components of 
the deficit/surplus are analyzed, none of them show these significant levels of fitness. 
This is, neither the specific hydrocarbons sales in the internal or external markets or the 
specific taxes on hydrocarbons explain entirely this variation. In practical terms, this 
empirical finding suggests that the tendency of the Bolivian government in the past two 
decades is to rely heavily on the overall income from hydrocarbons from internal and 
external markets, and not exclusively on exports.  
 
Table 1. Linear Regressions Fiscal Deficit as Dependant Variable 

Std. Error T Sig 
Variables R R 

Square (Const) Var (Const) Var (Const) Var 

Hydrocarbon Total 
Revenue (% GDP)* 

.781a .610 1.321 .098 -7.254 5.449 .000 .000 

Income from sales 
hydrocarbons (% GDP)** 

.529a .280 1.250 .116 -4.616 2.715 .000 .014 

Income from sales 
hydrocarbons Internal 
Market (% GDP) 

.531a .282 1.382 .204 -4.495 2.735 .000 .013 

Tax Income not from  
hydrocarbons *** 

.528a .279 2.909 .218 -3.634 2.709 .002 .014 

Income from sales 
hydrocarbons External 
Markets (% GDP) 

.411a .169 1.016 .224 -4.245 1.964 .000 .064 

Hydrocarbon Tax 
Revenue (% GDP) 

.256a .065 1.078 .224 -3.509 1.154 .002 .263 

Source: Own elaboration with data from the Ministry of Economy and Public Finances (2012)  
* Includes sales (internal and external) and taxes. 
** Sales in the internal and external markets. 
*** Internal revenue, customs and shares from mining exploitation.  
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The policy implications are diverse. On the one hand, the big increase in sales of 
hydrocarbons, particularly the sale of Bolivian gas to Argentina and Brazil, has generated 
a positive ‘budget distortion’ through an accumulated fiscal surplus. Moreover, the 
proven levels of reserves in Bolivia, particularly gas and the relatively high prices of this 
commodity forecast a stable source of income for Bolivian state for at least the upcoming 
decade. But like Bolivian history has proven many times, the reliance on non-renewable 
resources does not solve the long-term solvency of the state. A clear sign is the little 
correlation between tax income not from hydrocarbons (R square .279) and the fiscal 
deficit/surplus.  

 
Graph 2. Bolivia’s tax revenue (% of GDP 1990-2010) 
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Source: Own elaboration from Ministry of Economy and Finance (2012:Graph 3).  
* Does not include royalties from hydrocarbons 
** Since June 2005 includes the Direct tax to Hydrocarbons (Impuesto Directo a los Hidrocarburos -IDH).  
 
The public policy dilemma of a surplus such as this one, therefore, is how to incorporate 
it as an effective fiscal redistribution mechanism. As Schneider (2012) argues, the tax 
structure not only demonstrates government efficiency but it also shows the capacity of 
the state to capture the necessary resources for the provision of services, which in essence 
is the notion of state-building and the capacity to govern over citizens. In terms of the tax 
revenue structure, Bolivia has practically tripled its collection as a percentage of GDP 
(Graph 2). This increase has been steady with a notorious expansion after 2005 resulting 
from increases in hydrocarbon taxes. But Bolivia has also been more efficient at 
collecting all sort of taxes through its internal revenue system, while for the most part the 
revenue from customs has remained as a stable source of income despite the constant 
efforts to thwart the entrance into the country of smuggled goods.  
 
In terms of the tax structure, Bolivia is also dependant on indirect taxes such as aggregate 
value taxes, customs revenue and royalties related to the production and sales of 
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extractive commodities. As seen in Graph 3, although there have been some changes in 
the tax structure through the introduction of new types of taxes, such as tax on profits to 
companies since 1994 (Impuesto a las Utilidades Específicas – IUE), the two dominant 
sources of income have remained the same. This is the relatively successful aggregate 
value tax (IVA for its acronym in Spanish, Impuesto al Valor Agregado) and the taxes 
and royalties related to hydrocarbons. Contrary to the overall perception, however, in 
terms of percentage the tax structure is still highly dependant on hydrocarbons as it was 
twenty years ago. For example in 1990 almost 60% of the fiscal revenue income came 
from hydrocarbons, while in 2010 this figure is a bit more than 40%. This relative change 
is explained by a couple of reasons. One is the expansion, in relative terms, of other 
taxes, in particular IVA and the IUE. The other reason is related to fluctuations in 
production, commercialization and prices of hydrocarbons, particularly gas. The 
exploitation contracts between the Bolivian state and oil companies in the 1990s and 
early 2000s, allowed them to develop their own profit maximization strategies, which 
responded mostly to market incentives. Therefore, hydrocarbon revenues were contingent 
of the operation of these companies. After the 2005 Oil Nationalization Decree2 , the 
government strategy changed as the state expanded its role in the production and 
commercialization of hydrocarbons.  
 

Graph 3. Bolivia’s main tax structure (1990-2010) 
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Source: Own elaboration with data from the Ministry of Economics and Public Finances (2012) 

                                                 
2 The word ‘nationalization’ has to be taken carefully in this context, as Morales’ nationalization decree 
was basically reestablishing ownership of resources that already belonged to the state (as clearly 
established in the constitution at the time and in the present one). Evidently, this change of strategy allowed 
the Bolivian state to renegotiate conditions in much favorable terms with private companies, which is 
undoubtedly an outstanding political and economic victory for the Morales administration.  
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Between 1996 and 2005, the overall tendency was to expand the tax base with a reduced 
participation of hydrocarbon taxes. Since 2005, however, the tendency has changed with 
a relative expansion of hydrocarbon taxes and even a slight come back of royalties related 
to mining, Bolivia’s traditional extractive activity.  In 2010, for example, the bulk of tax 
revenues (37%) came from hydrocarbon taxes, followed by aggregate value taxes (IVA) 
at around 28.5%, from both, the internal market (13.1%) and from imports (15.4%). 
Another important source was the taxation to profits from private companies (15.1%), 
followed by transaction taxes at 6.5% (e.g. house purchases, etc.) and the taxation to 
specific consumption goods (4.2%).3 In addition, a growing source of revenue has been 
the taxation by municipalities (in different forms) and taxes to financial transactions 
(mostly through formal banking services), both at 5.6%. As the related literature points 
out, the nature of taxation in a system such as this one is mostly regressive, affecting 
negatively to those at lower levels of income. 
 
Prior governments attempted to enhance the tax base, however public and bureaucratic 
resistance has been strong. One of these attempts was President Sánchez de Lozada’s 
intention to introduce an income tax in 2002. Although the intentions were positive, the 
measure as such was ill conceived from its inception, as the income brackets were set at a 
very low level, affecting low-earners disproportionally. It was no surprise then that the 
first groups to react strongly opposing these reforms were government employees 
dependant on a fixed salary from the state such as teachers, health workers, police, etc. 
This unpopular measure, together with plans to export gas via Chilean ports4, were 
perhaps the most significant causes for the early resignation of President Sánchez de 
Lozada in 2003 and his subsequent departure to the United States. The consequences of 
these actions are still alive in the political system and all the subsequent presidents, 
including Morales, have been cautious avoiding the possibility to incorporate income 
taxes.  
 
Moreover, the rigidity of the Bolivian tax system, combined with the proximity between 
the government and powerful social movements and non-state representative institutions 
such as labor unions (sindicatos) and others give the state little room to maneuver (see 
Silva, 2009 among others). In the principal-agent logic for the Bolivian state, the 
principal must guide the redistribution of resources through alternative channels that do 
not imply long term commitment, as to not to alter existing arrangements, this is 
adjustments in the overall level of public employment, neither reducing personnel or 
adjusting salaries. Under this logic, it is expected that the accumulation of resources, via 
fiscal surplus and growing reserves will be redistributed through parallel mechanisms, 
where conditional and non-conditional transfers are an attractive option due to their 
visibility and relatively low political cost in a highly charged political climate. This 
strategy can also be seen as some sort of duality, where the state creates an imaginary 
separation of its fiscal accounts, financing current expenditures with current income 

                                                 
3 Other less relevant sources of revenue in this period include the complementary tax to the IVA (Régimen 
Complementario al IVA, RC-IVA) aimed at small taxpayers (1.2%) and tax to the assumed rents from 
companies (Impuesto a la Renta Presunta de Empresas, IRPE) abrogated in 2003.   
4 Since the War of 1879 when Bolivia lost its coastal territory to Chile, Bolivians perceive this neighboring 
country as its antagonist.  
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(mostly from taxes) and the rest is relocated through the system. Evidently, part of this 
strategy has to do with the fact that Bolivia’s economy is relatively small, forcing the 
government to rely largely on particular budget (but relatively predictable) items. Any 
additional income, in this case the voluminous resources from the exploitation of 
hydrocarbons, is used to cover the rest of the social agenda and programs (for a relevant 
work see Paz Arauco and Ocampo, 2009). Therefore, the expected magnitude of the 
surplus is the one that guides the overall redistributive agenda. This has been the case for 
the most important direct transfer programs: Bono Juancito Pinto, and Bono Juana 
Azurdy de Padilla. In a way these well could be labeled as ‘gas sponsored programs’ as 
they rely on state income related to this commodity for their operation.  
 
Redistribution through employment 
 
An important mechanism for redistribution is through the provision of public services, 
particularly social services with potential long term impact such as education and health. 
If the logic is to redistribute resources via an enhanced provision of services, it would be 
expected that the overall level of state-sponsored employment (i.e. direct employment) 
should increase, perhaps via the quantity of people employed or by salary improvements 
to current employees as way to enhance its quality.  
 
A way to observe the way in which the state provides direct employment is through the 
amount of total salaries in the non-financial public sector5 as captured in Bolivia’s fiscal 
accounts.6 In the past twenty years, the Bolivian state has maintained a stable level of 
employment as a percentage of GDP. This approach is congruent with some the initial 
benchmarks set during Bolivia’s phase of structural adjustment in the late 1980s, where 
the stabilization of the overall expenditure in salaries, this is those funded directly by the 
central, regional and/or local governments, was crucial to sustain fiscal objectives of 
austerity (a sustainable fiscal deficit). As seen in Graph 4, the different administrations of 
the Bolivian government seemed to have achieved this fiscal objective for the 1990-2010 
period; where the overall expenditure in salaries remained at an average of 9.75% of 
GDP (standard deviation 0.55). Evidently, at this level of analysis it is not possible to 
establish if the overall strategy was to maintain a stable headcount of government 
employees or if on the other hand, the strategy was to reduce the quantity of employees 
but with salary improvements for those that remained employed by the state (the quantity 
vs. quality dilemma).  
 
As Graph 4 shows the overall salary level has remained relatively stable in this period. 
For the case of Bolivia, it is also important to notice two particular elements. The first 
one is the post-decentralization period since 1994, where level of employment increased 
slightly at sub-national levels, particularly via the consolidation of municipalities 
resulting from decentralization, or Popular Participation as it is known in Bolivia (See 
Mendoza-Botelho, 2011). The Bolivian decentralization model, however, transferred to 

                                                 
5 The financial public sector includes Central Bank employees and related financial agencies, however at 
this level of analysis their effect is negligible.  
6 Salaries are presented as a percentage of GDP in order to observe their weight in the economy thus 
avoiding the potential effect of salary adjustments in response to inflation and other adjustments.   
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local and regional levels personnel responsibility only for the basic staff (regional 
governors, mayors, councilors and high level technical staff). The bulk of long-term state 
employment (those not linked to particular projects) remains in the hands of the central 
government (where teachers and health workers are the most significant items). For this 
reason, although decentralization increased overall social investment, the total amount of 
long-term public salaries remained the same and concentrated in the hands of the central 
authority.  
 
 
Graph 4. Government expenditure in salaries as a percentage of GDP (Bolivia 1990-
2010) 
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Source: Own elaboration with data from the Ministerio de Economía y Finanzas Públicas, 2012.  
 
The second element that needs to be observed is the direct intervention of the state in the 
economy via the operation of public companies (state owned). Since 1990 until the 
arrival of the administration of Evo Morales in 2005, the tendency was clearly a decline 
in the participation of the State in the economy, explained mostly by the large process of 
privatization and capitalization.7 The overall expenditure in salaries in publicly-owned 
companies dropped from 2.36% of GDP in 1990 to only 0.21% in 2005. The Morales 
administration, however, altered this trend through the revitalization of state-owned 

                                                 
7 Capitalization was an innovative approach to privatization in Bolivia. Rather than transferring full 
ownership of state-owned companies to the private sector, private investors were allowed to gain a share on 
public companies as long as they “capitalize” them, meaning they add new investment. This grated them 
managerial control, but the state kept ownership of at least half of the shares. The overall effect of 
capitalization, however, has been similar to that of privatization as the private investors restructured the 
formerly public companies to their own business strategies, in many cases favoring technology over 
employment, with the consequent loss of jobs (see Kohl, 2002).  
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companies, where the nationalization of hydrocarbons was perhaps the most significant 
step. But contrary to the expectations, the effects on public employment have been tepid 
so far. The case of Bolivia’s oil company YPFB is a good example, as this sector is 
intensive in physical capital and technology rather than labor. Also, the relative recovery 
of some of the state-owned mining industry via the Bolivian Mining Corporation 
(Corporación Minera de Bolivia, COMIBOL), resulting from favorable international 
conditions for some traditional metals and minerals (such as tin, zinc and the prospects 
for the exploitation of lithium), has been relatively small. Moreover, state-sponsored 
mining activities have to compete fiercely with a better organized and more robust 
private companies and large informal mining activities.  
 
Graph 5. Expenditure in salaries in selected sectors as a percentage of GDP (Bolivia 
1990-2010) 
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Source: Own elaboration with data from the Ministry of Economics and Finance (2012). 
 
A closer look at overall salaries in particular sectors allows observing some of the general 
tendencies. As seen in Graph 5, expenditure in salaries on education and health has 
increased significantly over this period. In terms of education, the tendency is not entirely 
linear. Between 1990 and 2000 (see Annex 3), salaries in education increased 50%; from 
2.21% of GDP at the beginning of this period to 3.36% in 2010, with an average of 
3.04% for the whole period (standard deviation of 0.41). Curiously, the peak in terms of 
salary expenditure in education is 2003 (3.66%) which was a crisis period for the 
Bolivian government. In political terms, this tendency reflects the constant and 
conflictive negotiations between the Bolivian state and the powerful teachers’ union 
(Magisterio). The story for the healthcare sector is similar. Overall salaries increased 
70% from 1990 (0.41% of GDP) to 2010 (0.70), with an average of 0.58% of GDP for 
the whole period (standard deviation .09). Different than education, the peak in 
healthcare expenditure was in 2009 under the Morales administration (0.72%). 
Interestingly, however, and as mentioned before, the aggregate level of expenditure in 
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salaries for the state as a whole has remained the same. This give-and-take approach is 
perhaps a reflection of the lack of a long term planning in terms of social expenditure. 
The overall strategy in the public sector, therefore, resembles a zero-sum-game, where 
the gains of a sector must be at the expenses of another one. Moreover, from 2003 there 
has been a decline in the overall expenditure in education salaries as a percentage of 
GDP, despite the expansion of related social programs such as CCTs.  
 
So perhaps the question is: Is there a trade off between social vs. productive expenditure? 
When direct correlations are run, there seems to be a correlation between variables, 
particularly between social expenditure and productive expenditure (salaries for public 
companies). As seen in Annex 4, salaries in education and health are strongly correlated 
(Pearson of .953, significant at the 0.01 level). Moreover, as expected there is a negative 
correlation between salaries in education and health and salaries in public companies. In 
other words, the expansion of social expenditure in terms of salaries might have come at 
the expenses of salaries in the public companies such as those of the state-owned 
hydrocarbons and mining industry. However, after the arrival of Morales, the expansion 
of salaries in state-owned companies might have come at the expenses of social 
expenditure. When this same exercise is done controlling for the different variables the 
results are weak and not significant. This result validates the idea that although certain 
variables might be correlated (the above mentioned trade-offs), there is no clear strategy 
for the long-run in terms of salary expenditures for the social agenda, despite the 
seemingly political priority of this type of expenditure. Moreover, some of the 
conditional cash transfer programs rely on social expenditure for their success. For 
example, what is the purpose of encouraging children to attend school if there are not 
enough qualified and motivated teachers? Or send more people to the healthcare system 
if there is no professional and fairly paid staff available?  
 
Evidently this way of observing employment does not capture indirect mechanisms and 
the operation of non-government organizations that supply social services and somehow 
compensate for an absent state. But the point here is that the Bolivian state has avoided 
long term commitments in the payrolls. This relatively rigid attitude has translated, in 
more than occasion, a conflict between the central government and large unions, 
particularly in health and education.  
 
 
Linking fiscal policy and social expenditure 
 
So far the income and the expenditure side of fiscal accounts have been analyzed 
separately. In order to have a better understanding of the internal dynamics of Bolivia’s 
fiscal accounts, therefore, it is important these two sides must be compared. A direct way 
to asses the seemingly strong links between ordinary income and expenditures is by 
measuring the degree of correlation between some representative items in the fiscal 
accounts. One the income side the ordinary income from taxes (renta interna), and on the 
expense side the overall level of salaries.  As seen in Table 2, the direct correlation 
between tax revenues (renta interna) and overall salaries (the most significant regular 
expenditure) is quite strong, with a Pearson of .987 (with a confidence level of 0.01). 
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When several control variables are added (other forms of income) this correlation is still 
strong with a person of .863 (at the 0.01 level). Using R2, it can be said that 75% of the 
regular expenditures in salaries is explained by regular income. In terms of policy, these 
results suggest that for the most part, the strategy of the Bolivian government is an 
“accommodating policy” rather than a proactive one. This means that expenditures in 
salaries are contingent to the expected regular income in terms of revenue. Therefore, 
salaries become a function of this type of income. Whatever “extra” income generated by 
the government, such as extraordinary resources from hydrocarbons, is channeled to the 
system through alternative redistribution mechanisms such as CCTs. This is not 
necessarily the case for other items in the fiscal budget, such as the sales of other goods 
and services customs revenue, royalties, etc. (Pearson partial correlation of .460 at the 
95% level and R2 of .21), which suggests that the assignment of resources for this type of 
expenditure is more flexible.  
 
Table 2. Correlations between Overall Salaries, Goods and Services and Tax Revenue  
   Overall 

Salaries 
Tax Revenue 

(renta interna)
 Overall salaries Pearson Correlation 

Sig. (1-tailed) 
N 

1 
 

21 

.987**
.000

21

Partial Correlation 
    

Control Variables     
Customs Revenue & Mining 
royalties & Taxes & royalties 
hydrocarbons & Sales of 
goods and services & Regular 
transfers & Other regular 
income 

Overall Salaries Correlation 
Significance (1-tailed) 
df 

1 
. 

0 

.863**
.000

13

   Goods & 
Services 

Tax Revenue 
(renta interna)

 Goods & 
Services 

Pearson Correlation 
Sig. (1-tailed) 
N 

1 
 

21 

.960**
.000

21
 
Partial Correlation 

    

Control Variables     
Customs Revenue & Mining 
royalties & Taxes & royalties 
hydrocarbons & Sales of 
goods and services & Regular 
transfers & Other regular 
income 

Goods & 
Services 

Correlation 
Significance (1-tailed) 
df 

1 
. 

0 

.460*
.042

13

Source: Own elaboration with data from the Ministry of Economics and Finance (2012).  
 
The policy implications are diverse. On the one hand, these signals suggest a lack of 
long-term redistributive policies, where perhaps a tax-reform is needed. Precisely, one of 
the big shortcomings of Bolivia’s fiscal structure is the lack of an income tax, which due 
to its progressive nature would allow for a more efficient and stable long-term 
redistribution of resources. The longstanding controversy Korpi-Le Grand, or the 
dilemma of providing universal services or targeted programs to the poor, becomes once 
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again relevant. If the idea is to provide sustainable policies through a solid long-term 
fiscal policy, then the ideas of Korpi (1980) should perhaps prevail over Le Grand’s 
(1982) arguments of targeted policy, which seems to be the case of Bolivia.  
 
On the other hand, Bolivia’s fiscal system seems entrenched in a relatively effective (not 
necessarily efficient) system that relies heavily in a few items, or what North (1990) 
would describe as path-dependence. But this relative effectiveness would be related to the 
potential success of the assistentialist programs (such as CCTs) and how well targeted 
these are. Moreover, there is a growing enthusiasm in terms of the potential of these 
programs to improve social conditions, which also brings high political (and positive) 
visibility to the efforts of the current administration. The comparatively low cost of some 
of these programs makes them also an appealing redistribution tool. For example, the 
investment in the Bono Juancito Pinto, the cash transfer scheme that provides incentives 
to families sending their children to public schools, is relatively low compared to other 
larger social initiatives (see Table 4).8 The value of this program in 2009 was around two 
million dollars, with coverage of around 1.7 million students (ages 6–18).  
 
 
Table 3. Cost structure of Bolivia’s Bono Juancito Pinto (2006-2009) 

  
2006  2007  2008  2009 

Total Cost (thousands of U$)   1,088.0  1,340.0  1,904.0  1,956.0 

Financial Cost 
 

68.0  83.8  119.0  122.3 

Logistics  350.9  432.2  614.0  630.8 

Dissemination costs  206.7  254.6  361.8  371.6 

Unforseen 
 

462.4  569.5  809.2  831.3 

Beneficiaries         

Number of beneficiaries (thousands) 
 

1,805.4  1,324.0  1,681.1  1,728.8 

Percentage of total population  11.3%  13.5%  16.8%  16.9% 
Source: Own elaboration with data from Yáñez Aguilar (2010) 

 
The initial analysis provides some evidence on Bolivia’s fiscal structure which is 
necessary to address further questions related to the way in which this country 
redistribute resources. The discussion in terms of policy therefore would translate into an 
additional question that goes beyond this initial approximation. This is how effective are 
targeted programs to help enhance human capital through the necessary educational skills 
and better social conditions? Understanding these dynamics might help push people out 
of poverty and move this society into a more equitable path.  
 
 
                                                 
8 The transfer is paid in cash between October and November (in order to secure at least 80% attendance) to 
the mothers (or legal custodian) for Bs. 200 (around $US 29), which according to Yáñez Aguilar (2010) 
covers 45% of total school expenditures in urban areas and 95% in rural ones.  
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Conclusions 
 
This exercise does not pretend by any means to be an exhaustive analysis of the relatively 
complex structure of fiscal accounts in Bolivia. Instead, it focuses on some of the most 
significant elements of this structure. The effect of a big source of income, hydrocarbons 
in this case, can be seen as some sort of fiscal ‘distortion’ in the sense that the 
government faces a massive influx of resources that need to be rechanneled into the 
system. But the system is relatively rigid and the redistributive policy tools are limited. 
This leaves the option of cash transfer programs as a viable alternative to redistribute 
resources, at least in the short run. The logic of the Bolivian government therefore seems 
to be a dual type of policy, where a formal more sustainable fiscal management links 
directly regular income and expenditure, while the additional income that is generated 
from extractive resources, mostly hydrocarbons, is channeled directly through 
assistentialist schemes. Also, the accumulation of international reserves, in a country that 
faces serious social shortcomings, is not necessarily the best policy. Moreover, Bolivia’s 
tax base is reliant on taxes that for the most part are regressive, which does not guarantee 
a sustainable and sound redistribution policy over time. The challenge, therefore, is to 
link a long term and sustainable fiscal policy, with a high-impact and poverty-reduction 
oriented social policy. In other words, the Bolivian purse should aim at reducing its high 
dependence on gas towards a balanced income generation (ideally progressive) approach. 
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Annexes 
 

Annex 1 
 
Scatter plot of fiscal deficit/surplus and revenues from hydrocarbons (Bolivia, 1990-
2010). 
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Annex 2 

Correlations

1.000 .987 .943 .887 .921 .982 .844 .926 .877
. .000 .000 .000 .000 .000 .000 .000 .000

0 19 19 19 19 19 19 19 19
.987 1.000 .973 .936 .959 .978 .848 .912 .849
.000 . .000 .000 .000 .000 .000 .000 .000

19 0 19 19 19 19 19 19 19
.943 .973 1.000 .936 .928 .950 .840 .886 .742
.000 .000 . .000 .000 .000 .000 .000 .000

19 19 0 19 19 19 19 19 19
.887 .936 .936 1.000 .969 .897 .843 .806 .737
.000 .000 .000 . .000 .000 .000 .000 .000

19 19 19 0 19 19 19 19 19
.921 .959 .928 .969 1.000 .925 .821 .835 .818
.000 .000 .000 .000 . .000 .000 .000 .000

19 19 19 19 0 19 19 19 19
.982 .978 .950 .897 .925 1.000 .792 .932 .814
.000 .000 .000 .000 .000 . .000 .000 .000

19 19 19 19 19 0 19 19 19
.844 .848 .840 .843 .821 .792 1.000 .784 .679
.000 .000 .000 .000 .000 .000 . .000 .000

19 19 19 19 19 19 0 19 19
.926 .912 .886 .806 .835 .932 .784 1.000 .686
.000 .000 .000 .000 .000 .000 .000 . .000

19 19 19 19 19 19 19 0 19
.877 .849 .742 .737 .818 .814 .679 .686 1.000
.000 .000 .000 .000 .000 .000 .000 .000 .

19 19 19 19 19 19 19 19 0
1.000 .588

. .013

0 12

.588 1.000

.013 .

12 0

Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)
df
Correlation
Significance (1-tailed)

df

Correlation

Significance (1-tailed)

df

Overall salaries

Tax Revenue (renta
interna)

Customs Revenue

Mining royalties

Taxes & royalties
hydrocarbons

Sales of goods and
services

Regular transfers

Other regular income

Type of regime

Overall salaries

Tax Revenue (renta
interna)

Control Variables
-none-a

Customs Revenue &
Mining royalties & Taxes &
royalties hydrocarbons &
Sales of goods and
services & Regular
transfers & Other regular
income & Type of regime

Overall
salaries

Tax Revenue
(renta interna)

Customs
Revenue

Mining
royalties

Taxes &
royalties

hydrocarbons

Sales of
goods and
services

Regular
transfers

Other regular
income

Type of
regime

Cells contain zero-order (Pearson) correlations.a. 



 16

Annex 3 
 
 

 
Government expenditures in salaries as a percentage of GDP (1990-2010) 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
Source: Own elaboration with data from the Ministry of Economics and Finance (2012) 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

   Central Government 5.56 5.58 6.45 6.80 6.92 6.93 6.56 6.90 6.98 7.28 7.19 7.54 7.75 9.14 8.72 8.31 7.64 7.54 7.19 8.30 7.71

      Health 0.41 0.41 0.48 0.50 0.51 0.51 0.51 0.53 0.58 0.57 0.58 0.63 0.69 0.68 0.65 0.66 0.63 0.58 0.59 0.72 0.70

      Education 2.21 2.23 2.58 2.71 2.76 2.76 2.82 3.01 2.97 3.10 3.01 3.19 3.43 3.66 3.64 3.52 3.31 3.04 2.98 3.49 3.36

   Rest of Government 1.22 1.28 1.26 1.40 1.41 1.32 1.51 1.56 1.69 1.64 1.49 1.51 1.54 1.57 1.52 1.53 1.36 1.38 1.32 1.55 1.47

Public Companies 2.36 2.34 2.42 2.30 1.90 1.85 1.35 1.13 0.78 0.61 0.29 0.27 0.26 0.24 0.22 0.21 0.21 0.53 0.66 0.67 0.66
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Annex 4 
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