
Bolivia balances political stridency, economic pragmatism 

Marcelo Ballvé 

 

Too often, political and economic analysts summarily lump Bolivia together with the rest of 

South America’s leftist governments. 

 

That has not been a comfortable category to be in over the past decade, and recent 

developments on the continent -- such as Argentina’s nationalization of Spanish oil company 

YPF in April and Venezuela’s January announcement that it would withdraw from the World 

Bank-hosted International Center for Settlement of Investment Disputes, a key arbitration 

forum -- have only further rattled investors and governments. Even moderate Brazil has 

recently raised eyebrows with its tough treatment of multinational oil companies. 

 

But President Evo Morales’ Bolivia is a special case, and a somewhat paradoxical one. The 

Morales administration follows a mercurial foreign policy and has nationalized strategic assets, 

including natural gas fields and utilities. And yet, at the same time, it manages Bolivia’s 

economy and public accounts prudently -- even conservatively. 

 

Morales’ strategy is a curious blend of ideology and pragmatism, and it takes some 

disentangling to understand the motivations behind it. 

 

On the economic policy side, there is a plan for an international bond issue of up to $500 

million sometime this year. It would be a historic event, the Andean country’s first fundraising 

of this sort since the 1920s, according to the Economist Intelligence Unit. 

 

Back then, Bolivian bonds financed a railway. This time, Bolivia is seeking not so much a 

capital injection -- the amount is relatively modest, and Bolivia can marshal plenty of 

investments with its own resources -- as an introduction to the international capital markets. 

As it courts potential investors and works with major U.S. investment banks, Bolivia will have a 

unique chance to be judged on its economic merits. 

 

“That is precisely what we want,” said Bolivian Economy and Public Finance Minister Luis 

Alberto Arce Catacora in a phone interview with World Politics Review from La Paz. As the bond 

issue is promoted, he explained, international investors will have to assess the state of 

Bolivia’s economy. 

 

Catacora believes investors will find much to like, starting with Bolivia’s strong economic 

growth. In 2009, a dismal year for most economies due to the global financial crisis, Bolivia 

had the highest growth rate in South America at 3.4 percent. For 2012, the IMF forecasts 5 

percent GDP growth, higher than projections for Brazil or Mexico. 

 

Another welcome piece of news came May 18 when Standard & Poor’s, the ratings agency, 

upgraded Bolivia’s creditworthiness a notch due to strong GDP growth, low debt and prudent 

fiscal and monetary policies. That means Bolivia’s credit is now rated higher than oil-rich 

Venezuela’s and neighboring Argentina’s. Though Bolivia’s rating, at BB-, is still well below the 

investment-grade status of Brazil and Uruguay, it means an international bond issue is hardly 

a hare-brained scheme. 

 

Yet despite this effort at an image-makeover via the debt markets, observers point out that 

Bolivia still has many bridges to mend internationally. 

 

“Yes, Bolivia has a policy mix that is much more moderate than it sounds,” said Edward 

Luttwak, senior associate at the Washington-based Center for Strategic and International 

Studies. Yet Bolivia’s economic moderation is “overlaid by a more strident foreign policy,” he 

cautioned. Examples include close ties to Iran, testy relations with Israel and a stormy 

relationship with Washington, highlighted by the expulsion of the U.S. ambassador in 2008.  

 

Overall, Bolivia seems to be following a regional trend toward diversification of trade and 

diplomatic links and a downgrading of once-dominant bilateral ties with the U.S.. When asked 
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which countries or regions Bolivia looks to as it seeks to strengthen economic relationships, 

Catacora did not mention Europe or the United States, although the latter remains Bolivia’s 

second-largest export partner. Instead, he emphasized the role of Latin America -- almost half 

of Bolivia’s exports go to Brazil, whose economic influence is increasingly felt in Bolivia -- but 

also Asian nations, including China. 

 

“Asian nations are now in our sights,” said Catacora. “As long as there are complementarities, 

in the sense that they are willing to share technology in exchange for our natural resources, 

Bolivia of course will regard these countries very positively.” 

 

Bolivia’s strategic importance rests mostly on its natural resources. It already ranks among the 

world’s top 20 natural gas exporters and has zinc, tin, gold and silver mines, as well as what 

are believed to be the planet’s largest lithium reserves. 

 

But despite openness to foreign investment in its natural resource sector, Bolivia’s government 

has been adamant about exercising control and ensuring its take. This is accomplished through 

increasingly powerful state-owned enterprises, which administer resources and collect 

revenue. At year-end in 2011, the government estimated the combined assets of these 

companies at $6 billion. And ongoing nationalizations mean this constellation of state-owned 

businesses continues to grow. Just this month, the government nationalized a transmission 

grid owned by Spain’s Red Eléctrica Group. 

 

Catacora argues that these nationalizations should not negatively impact Bolivia’s image. From 

the start, Bolivia has nationalized only assets that were once public enterprises but that were 

privatized by past governments adhering to a neoliberal model. It has also indemnified 

dispossessed companies, if not always with amounts investors consider fair. 

 

Moreover, any foreign investment initiated and funded by private capital is “absolutely 

guaranteed.” That is why, Catacora added, even with all the nationalizations over the years, 

foreign direct investment has continued to flow to Bolivia, and its credit ratings have improved.  

 

Bolivia’s multifaceted policies are aimed at placating Morales’ political base among the poor 

indigenous majority, while simultaneously maintaining a stable natural resource-based 

economy, said Jeffery Webber, lecturer in the School of Politics and International Relations at 

Queen Mary, University of London. Once this dual aim is understood, the apparent 

contradictions disappear. 

  

“Marginal nationalizations . . . are introduced parallel to concerted efforts to assure 

international investors that the Bolivian environment remains . . . secure and profitable,” he 

said. 

 

When appraising Bolivia, it is misleading to consider only foreign policy and political rhetoric. 

Morales’ state-led economic policy may go against market orthodoxy, but it has so far racked 

up respectable results.  

 

 

Fonte: WPR, 25 May 2012. [Portal]. Disponível em:  

<http://www.worldpoliticsreview.com/articles/11990/bolivia-balances-political-

stridency-economic-pragmatism>. Acesso em: 25 May 2012. 
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