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Responding to Nationalism: The Bolivian Movimiento Nacionalista Revolucionaria and the United States, 1952-1956

The end of the Cold War occasions a good time to investigate United States-
Third World relations during those tumultuous years. Interestingly, a close
examination of United States-Bolivian relations in the early 1950s shows a dy-
namic very similar to 1990s interamerican foreign policymakers—the primacy
of economics. The key difference is in the 1950s the United States and much of
Latin America were at odds over economic issues; in the 1990s there is a broad
consensus. United States and Latin American policymakers agree that the en-
tire hemisphere should work toward what has come to be known as a
neoliberalistic foreign policy—free economic intercourse between nations.

Previous interpretations of United States-Bolivian relations from 1952 to
1956 have stressed US security concerns. Washington officials, the authors of
these interpretations argue, wanted to prevent a Soviet-backed communist re-
gime from taking power in Bolivia.! Six months after the 1952 Bolivian Revo-
lution, US diplomats in La Paz, however, privately told their British counter-
parts that they did not see a Soviet Union-backed communist party coming to
power.2 The threat Washington saw was economic stagnation and political
chaos on the one hand, and Bolivian economic nationalism on the other. US
policymakers viewed the two fears as related: they worried that Bolivian
government’s policy would exacerbate the Andean nation’s already existing
economic and political difficulties by enacting nationalistic policies. The
Movimiento Nacionalista Revolucionaria (MNR), which came to power with
the 1952 Revolution, advocated economic nationalism to alleviate Bolivia’s
social and economic problems.> That is, the MNR wanted to strengthen Bolivia’s
economy by enacting a land reform, nationalizing the three largest mining com-
panies, and, in particular, to diversify the economy. Some members of the
MNR wanted to regulate Bolivian trade and foreign investment.

The best way to understand the conflicts between the United States and Bo-
livia during this time period is to look at Bolivia’s nationalistic policies, in
particular its economic nationalism, and the US response to these policies.
Certainly, Washington officials did fear communism in Latin America—it was
the Cold War. Often too, Washington officials expressed their fears of nation-
alism with anticommunist rhetoric. However, focusing on Bolivia’s national-
istic policies and US attempts to quash them gives the clearest picture of United
States-Bolivian relations in these years.

Overall, Bolivia’s policies conflicted with Washington’s vision of what it
wanted for the hemisphere in general and Bolivia in particular. For US offi-
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cials, the touchstone of the Andean nation’s policy should be that Bolivia pro-
vide a friendly environment for foreign private-sector investment which they
thought would spur growth, necessary, they concluded, for pro-United States
political stability.* To promote growth, norteamericano® officials believed, Us
policy had to support the revolutionary government with economic assistance
(hereafter “aid” or “assistance”). However, US policy also acted to hinder the
Bolivian government in its quest to fulfill its goals.

In 1952, Bolivia erupted in one of the few truly social revolutions in recent
Latin American history.® The costly Chaco War against Paraguay (1932-35),
which Bolivia lost, was a cause of the revolution; the War shook the credibility
of the oligarchic-authoritarian leadership as Bolivians (especially the middle
class) began to question their regime.” In addition, the bourgeoisie clamored
for more state-funded projects which the oligarch-dominated government did
not provide. Middle and working class resentment toward upper class, most
particularly the “tin barons” and the military (known collectively as la rosca,
or coil) fed the popularity and increased the political power of the broad-based
MNR party.

As noted previously, the MNR’s agenda included agrarian reform, increased
state control over the foreign-owned tin mines, and economic diversification.?
Interestingly, a good deal of the MNR platform matched recommendations from
the State Department and the United Nations (UN). A prominent State Depart-
ment Latin America expert, Merwin . Bohan, led a team of experts on a mis-
sion to Bolivia and argued in a 1942 report that the nation needed to diversify
its economy and improve its infrastructure. In order to spur self-sustaining
development, Bohan argued, Bolivia needed to build up its foreign exchange
by both increasing exports and, especially, decreasing imports. At this time,
the nation was spending scarce foreign exchange on foodstuffs and agricultural
products it could produce at home.” A 1951 UN study (the “Keenleyside Re-
port”) argued that Bolivia’s low agricultural production resulted in part from
the vastly unequal distribution of land.'

An important short-term cause of the 1952 revolution was the falling price of
tin (Bolivia’s most lucrative export) and Bolivian efforts to raise it. During
World War II, the US government negotiated an agreement with the Bolivians
to buy tin below the market price. To meet the large wartime demand and earn
sufficient foreign exchange, the mine owners intensively mined the easily-ob-
tainable tin in the mines. At the end of the war, due to falling prices, the mine
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owners’ profits dropped while US power over the world tin market markedly
increased. The norteamericanos possessed the world’s largest smelting capac-
ity and massive buffer stocks of tin. With the Korean War, world tin prices rose
sharply; Washington’s response was to force the price down by selling off part
of its stockpile. For the time being, there were no tin contracts."” The MNR
revolutionaries capitalized on the hard times. With the revolution on 12 April
1952, the constitutionally-elected MNR, prevented a year earlier from assum-
ing office by a military coup, was back in power.'?

The MNR was divided into a left-wing and right-wing factions. These fac-
tions were mediated by a small, but powerful, group which scholar James M.
Malloy has called the “pragmatic nationalistic center” made up of the “origi-
nating notables of the party”; two of whom would be Bolivia’s first two MNR
presidents, Victor Paz Estenssoro and Hernén Siles Suazo. Two broad goals
united the groups, diversification of the economy and improvement of the Bo-
livian infrastructure, which can be summarized as roads, water, schools, and
electricity.”® Two more specific goals were shared by nearly all the revolution-
aries, land reform and nationalization of the tin mines. Although after 1956 the
MNR began to fragment into various different factions, during the 1952-1956
period it is possible to talk about two general tendencies, left and right.

The strength of the powerful left lay in the strong, well-organized labor unions.
The preeminence of the tin miners’ unions was enhanced by their private mili-
tias which collectively were more powerful than the small Bolivian Army, which
was decimated after the revolution. The flamboyant and charismatic leader of
the major Bolivian workers’ organization, the Central Obrera Boliviana (COB),
Juan Lechin Oquendo, became Minister of Mines in the new revolutionary
government.” The left wanted the state to nationalize all the mines, railways,
and latifundia (large plantations) and wanted the workers to run these institu-
tions. Finally, the COB called for workers to occupy the factories.'s

Conservatives, on the other hand, advocated private sector investment, in
particular foreign private investment. They were very interested in oil produc-
tion.'” Oil sales could provide the country with a source of foreign exchange
and, some on the right argued, dramatically increase the pace of Bolivian de-
velopment.' The right-wing members did not fear that US dominance would
come with its aid; they argued that the United States simply wanted to promote
growth in Bolivia that was beneficial to both the Bolivians and the
norteamericanos." The rightist faction also wanted to promote diversification
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by shifting labor from the nationalized tin mines to agricultural pursuits. One
member of the rightist segment of the party, Walter Guevara Arze, the MNR’s
first Foreign Minister, realized the powerful labor leaders would see this shift
as a threat to their power; he admonished that the MNR move cautiously in this
regard in order to maintain harmony in the ruling coalition.”

In the end, harmony proved impossible. Rightists saw developing the pri-
vate sector, and ties to the United States, as important. Leftists were wary of
the private sector, especially foreign private capital; it could be a dangerous
source of power that could be used to control and exploit working class Boliv-
ians, and foreign enterprises, the leftists feared, might simply sell off Bolivia’s
resources leaving little gain for the nation.?! This disagreement would widen
as the 1950s progressed and would by the end of the decade severely weaken
the MNR.

Government leaders implemented an historic decree establishing a Land Re-
form on 2 August 1953. They did this for moral, economic, and pragmatic
political reasons. Many argued that the feudal-like agricultural system exploited
the peasantry and should be demolished. Land reform was a prerequisite, top
MNR officials stated, for modernizing agriculture and increasing output.?? In
addition, the urban-based MNR was forced to implement land reform quickly
because of increasing unrest in the countryside. Some landless peasants were
violently demanding land.?® The reform stated that land distributed by means
of the reform must be “developed” and there were limits to how much land a
single person could own. The revolutionaries tried to soften the blow to large
landholders by stipulating that indemnities were to be paid to those whose land
was expropriated.?*

James V. Kohl has argued that “peasant responses to the revolution ran the
gamut from outright ignorance of the national situation to revolutionary
militance.” This is undoubtedly true. However, the more militant peasants had
a large impact on the Agrarian Reform legislation. Although there is evidence
the MNR had seen land reform as important before the revolution, undoubt-
edly appropriations—at times violent—by campesinos in the countryside pushed
the Reform along. Campesino violence, then, helped to transform agrarian
reform ideas into actual policy.”

The issue of US recognition of the regime was complicated by the MNR’s
advocacy of nationalization of the three largest mining companies. On 31 Oc-
tober 1952, the MNR set up the Corporacién Minera de Bolivia, or COMIBOL,
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formed from the companies of the three “tin barons.” Historically, the profits
of the mining industry had not been invested in Bolivia. As such, the MNR
thought nationalization could provide revenue for the government, financial
resources useful for the MNR in attempting to reach its goals.?® Nationaliza-
tion, of course, greatly reduced the power of the tin barons whom the MNR
feared.”” However, the Bolivians also knew that the United States, which op-
posed the nationalization, had to be appeased in order for the Government of
Bolivia to obtain a long-term tin contract with the United States, an agreement
which was critical for the health of the Bolivian economy. The Bolivians cor-
rectly surmised that norteamericano officials were wary about tacitly accept-
ing the nationalization by recognizing the new regime, for fear of giving revo-
lutionaries in other countries an incentive to expropriate foreign-owned prop-
erties.?

The new government, in particular its ambassador to the United States, Vic-
tor Andrade U., assured the norteamericano officials that the MNR was not
anti-private property, anti-United States, or pro-Soviet.”? The MNR was not
communist; it shunned the pro-Moscow Bolivian Communist Party members
because the communists had allied with the anti-MNR authoritarian regimes in
the 1940s.*° Some of the members of the MNR’s left wing—most notably
some of the leaders of the powerful mine workers’ union—were Trotskyites,
but were not connected in any way with Moscow.>!

The MNR’s assurances laid the groundwork for US recognition of the re-
gime of Victor Paz Estenssoro on 2 June 1952.% Regarding indemnification,
the Bolivians agreed to compensate foreign holders of the companies’ equity
who had invested in the tin mines before the revolution.?> The Bolivian gov-
ernment did not think it was obligated to indemnify those who invested after
the revolution (and before the nationalization became official on 31 October
1952). These investors, the MNR maintained, might have invested in order to
capitalize on the probability that Washington would attempt to coerce Bolivia
to reimburse US investors after the nationalization took place.*

Recognition, importantly, paved the way for US aid. The Bolivians were
very much aware that nonrecognition would hold up much-needed aid from the
United States. The Bolivians had received aid from the US government before
and Bolivian leaders thoroughly understood the process. The United States
first gave aid to Bolivia in 1942 Before 1953 US assistance was in the form of
technical assistance which, in the words of Franklin D. Roosevelt’s
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Undersecretary of State Sumner Welles, comprised a key element of “a long-
term plan of collaboration to foster continued mutually beneficial economic
relations between the United States and Bolivia and to develop the natural re-
sources of Bolivia.” In 1941 the United States promised this assistance con-
tingent upon Bolivian indemnification for 1937 confiscation of Standard Oil’s
petroleum fields and physical capital * Early in 1942 Bolivia promised to re-
imburse the company for its losses and US officials, in turn, promised to give
the aid. In addition, technical assistance was also a way of securing raw mate-
rials, most specifically tin and tungsten, for the Allied war effort and keeping
them out of the hands of the Axis.”” Finally, technical assistance supported
variety of servicios, or cooperative service programs, that were set up in Latin
America by the US Institute for Inter-American Affairs. Servicios were staffed
by officials from the United States and the host nation and aimed to improve
the health, education, agriculture, civil aviation, and roads of Latin America.’®

During its first term, the Eisenhower Administration provided two types of
aid, monetary grants in 1953 and food grants in 1954. This represented a his-
toric change; these types of aid had not previously been giving to Latin Ameri-
can nations. The context in which the aid was given was significant. In 1953,
Dr. Milton Eisenhower, the President’s younger brother who advised the chief
executive on policy toward the hemisphere, visited Bolivia as part of a trip
through South America. Citing food shortages and imminently lower tin prices
(the Korean War was winding down and demand would slacken), Bolivian
officials pressed the influential younger Eisenhower for US aid.* The Boliv-
ians were well aware that divisions within the MNR could hurt their efforts to
receive aid from the United States.*’ If the Bolivians appeared divided the
United States might withhold aid for fear the MNR coalition might disinte-
grate. Or, the United States might take advantage of a divided Bolivia to weaken
it further. Either way, the Bolivians realized the importance of presenting a
fagade of unity.

Soon after Dr. Eisenhower returned to Washington, President Eisenhower
announced that the United States would send aid to Bolivia. In a response to a
letter sent to him on 1 October 1953 by Bolivian President Paz Estenssoro that
requested emergency aid (in particular food), Eisenhower stated that the United
States would allocate the requested assistance which was “intended to assist
Bolivia in this emergency and to help accelerate the economic diversification
of your country.”* Policymakers expressed different opinions in private. Milton
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Eisenhower feared that without assistance a strongly anti-United States regime
might come to power.*? The State Department emphasized the influence aid
brought. The “Outline Plan of Operations with Respect to Bolivia” maintained
that “[u]nder the impact of United States aid and assistance, the regime has
become increasingly inclined to accept United States viewpoints.”? Most promi-
nently, these “viewpoints” were norteamericano admonitions that Bolivia keep
its economy open to trade and try to foster a good investment climate. This
was US policy for the entire Latin American region. In this sense, Bolivia
became a laboratory in which officials could apply their hemispheric policy.

In 1953 fears of communism did not prominently figure into policymakers’
considerations. Dr. Eisenhower believed the MNR’s admonitions that it was
not communist; nor did he think a communist government would arise if the
MNR fell. He stated in a letter to the president: “[s]hould the present govern-
ment fall, it seems probable that it will not be succeeded by a communist gov-
ernment nor by a fascist one.”* US policymakers, instead, feared a chaotic
situation if the MNR fell. Washington’s policies, including the aid policy, aimed
to quell Bolivian economic nationalism and avoid a disintegration of the Boliv-
ian government—a disintegration that could lead to an anti-United States re-
gime coming to power in La Paz.

One area in which the policymakers successfully opened up the Bolivian
economy was the petroleum industry. Many in the US petroleum industry be-
lieved that Bolivia had rich, unexploited oil fields.* The State Department
wanted to funnel private sector investment toward Bolivia, and rightist MNR
leaders thought that foreign investment would spur oil production. Initially,
the prospects for exploiting Bolivia’s oil looked unlikely for norteamericano
oil companies. After all, the industry had been nationalized in 1938, and late in
1952, Bolivia and Iran established a “verbal agreement” to exchange informa-
tion and establish “mutual cooperation” regarding the nationalization of the oil
industries in those two nations.*¢

Instead, US assistance led to a partial privatization of the oil industry. In
1955 Bolivia revamped its oil code and the new code opened the oil industry to
outside foreign investment. This was in part because norteamericano lawyers
helped write the Petroleum Code.*” Washington ensured enactment of the Code
by threatening to cut assistance if the law was not passed.* Under the Code
foreign private-sector companies fared well; the Bolivian state-owned oil com-
pany, the Yacimientos Petroliferos Fiscales Bolivianos (YPFB), received only
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11percent of the total oil field concessions. All oil fields were open for current
exploitation; the Bolivian Code was the only Latin American oil code that did
not cordon off some oil fields for future exploitation.* Other provisions gave
the private-sector oil companies first choice over which lands to exploit.* Fi-
nally, the Code gave the private oil companies the right to market their prod-
ucts in Bolivia, a grant that severely hurt the YPFB’s efforts in this area.’!
From the point of view of the US and other foreign oil companies, the new
Code was one of the most generous in all of Latin America.

The fresh capital, however, did not ultimately help the YPFB confront the
problems it faced in the 1950s; nor did the YPFB significantly contribute to the
diversification of the Bolivian economy. In part because of the restriction on
foreign exchange available to it under the Stabilization Plan (see below), the
state-run company lacked the financial resources to rebuild worn-out capital.
After 1957 YPFB’s production steadily declined; it fell from 568.4 thousand
cubic meters to 413.8 thousand in 1964. By 1960 the Foreign Minister of
Bolivia described the YPFB’s financial problems as “grave.”"> Foreign ex-
change earnings from petroleum fell from $8.08 million per year over the 1952-
1956 period to $4.10 million per year during the 1957-1962 period.*

Qil policy was not the only significant change in Bolivian-United States re-
lations in the years 1954-1955. In 1954 norteamericano officials began giving
food aid. This not only alleviated hunger in Bolivia, but helped to reduce the
US government’s foodstuffs’ storage costs. In an effort to assist norteamericano
farmers, a powerful constituency, Washington stockpiled domestic agricultural
products to raise their prices.’ Public Law (PL) 480 aid began to flow to Bo-
livia in 1954. Unfortunately for Bolivia, Washington’s food aid partially
thwarted one of the goals of the revolution, diversification of the economy.

Much of US aid to Bolivia was given in the form of surplus foodstuffs. Be-
tween FY 1954 and 1961, 15.9 percent of the aid was given in the form of
foodstuffs. In FY 1955, the food-aid program was at its height: 47.8 percent of
Washington’s economic assistance was in the form of food aid.> Once in Bo-
livia, the surplus agricultural goods were sold and the funds put in special ac-
counts to fund economic development projects. After 1957 some of the pro-
ceeds were lent, at low rates of interest, to large US companies that invested in
the developing world. An important part of PL 480 aid to Bolivia was wheat
flour, which had a predictable, and disastrous, affect on the Bolivian milling
industry. Flour imports shot up, increasing from $1.6 million in 1953 to $9.2 in
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1961. This rise was particularly damaging because the Bolivians wanted to
reduce the country’s dependency on food imports. Bolivia’s production of wheat
flour plummeted, dropping from 58.7 million kilos in 1953 to 6.1 million kilos
in 1960.% 4

Aid policy represented a significant turning point in United States-Bolivian
relations and, indeed, in United States-Latin American relations. However,
Bolivia did not receive a great deal of United States capital, or money from
international lending institutions, for its ambitious goals of vastly increasing
infrastructure investment or economic diversification projects. Bolivian offi-
cials in the Embassy in Washington told their superiors in La Paz that

Mr. [Assistant Secretary of State for Inter-American Affairs Henry F.]
Holland put special emphasis on two points that are considered extremely
important to reestablish the credit of Bolivia and also to facilitate eco-
nomic cooperation which we very much desire with the United States.
The two points are 1) The necessity of concluding the negotiations with
former owners of the nationalize tin mines to establish the amount of
indemnity. 2) The necessity of coming to an agreement with the bond-
holders of Bolivia’s foreign debt. This will re-establish Bolivia’s credit.’

In 1931, the Bolivian government had defaulted on a number of Bolivian
government bonds owned by norteamericanos.® Bolivian leaders pointed out
how these restrictions on US government funds hindered plans for economic
diversification, a key goal of the revolutionaries.”

Indeed, the Bolivian government emphasized that it was in a catch-22 situa-
tion. Bolivia would have an easier time developing its resources, and hence
earning income to pay back the defaulted creditors, if it had access to credit
from the United States and international lending agencies.® An agreement with
the bondholders was finalized in 1957, the major hurdle in Bolivia’s quest for
fresh capital. Both sides were relieved. Bolivian officials detected some “anxi-
ety” amongst Department of State officials: these officials wanted to show the
world that the financial system in the Western Hemisphere functioned smoothly,
and Bolivia was the only country where an agreement had not been reached on
defaulted bonds. The dispute over indemnification of the former tin barons
dragged on until 1962.9!

Aid policy, however, did not comprise the sum total of United States-Boliv-
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ian relations in these years. Since World War I, the United States was the main
purchaser of tin from the Andean nation; during World War II Bolivian tin was
very important to the US war effort.® Washington’s tin policy in the 1950s,
however, turned out to be a big disappointment for Bolivia. In March of 1953,
just over four months after the nationalization of the mines, the US govern-
ment-run Reconstruction Finance Corporation (RFC) announced it would not
purchase any more tin for its “buffer stock.” Ambassador Andrade was angered
by the decision.

For my part... I expressed my profound disagreement [with the RFC’s
policy] because they were treating inter-American affairs with great in-
difference and without taking into effect the political aspects of inter-
American relations.... I reminded them [US officials] that Bolivia sup-
ported the United States during its moment of truth [during World War II]
and did not benefit from the War, nor did it try to use its fortunate situa-
tion [i.e., as a tin producer during the War] for self-benefit.... At the same
time I told them that Bolivia had always tried to help out the
norteamericanos in its international relations. During the Cold War the
Bolivians had remained loyal to the United States. In light of this, I told
them it seemed contradictory—they desired Bolivian tin for strategic rea-
sons they said, but then announced their lack of interest in buying it. They
did not respond to my pointing out of the contradiction.®®

Throughout the decade, Andrade pushed for a long-term contract for the sale
of tin to the RFC. This was particularly important as tin revenues were to
provide financial resources for the Revolution. US leaders, in part because
they thought they did not need to stockpile more tin, and in part because the
price was dropping, did not offer such a contract. Andrade tried to use the
policy program of the United States to get it to sign a long-term contract.
Norteamericano officials desired that Bolivia become more open to US trade
and investment. Andrade’s response to this was “Bolivia had always been in-
terested in maintaining an open market with the United States, which for both
financial and psychological reasons, a long-term contract would have innu-
merable advantages.”® As tin prices dropped throughout the decade, however,
the “financial reasons” from the point of view of Washington dictated that the
United States not lock itself into a long-term contract.
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Fortunately for Bolivia, the RFC reversed itself, and gave the Bolivians a
one-year contract in July of 1953.55 However, RFC policy soon reverted back
to a position that seemed to threaten Bolivia’s economic interests. In 1955
Washington announced it would close a government-run smelter in Texas City,
TX, in mid-1956 which was specially equipped to handle low-grade Bolivian
ores.%

At this point, assessing the impact of the United States aid programs is in-
structive. In order to assess the overall effect of the aid program on Bolivia,
one needs to start by examining the effect it had on the Bolivian government’s
goals. In January of 1955, Andrade sent a letter to General Glen E. Edgerton,
Chairman of the US Export-Import Bank, outlining three “primary objectives”
of the MNR. This was not news to Edgerton, since the revolutionaries had
been discussing these objectives since their triumph in 1952. Andrade suc-
cinctly summarized them thusly:

1) to diminish the cost of the production of our minerals;

2) to accelerate the production of a dollar-producing commodity like oil,
and

3) to diversify the domestic economy by increasing production of food-
stuffs and other essential commodities that today are imported.®’

In general, US policy hindered the Bolivians in achieving these goals. Food
aid, the opening up of the oil industry to foreign capital, and Washington’s
refusal to loan money to the Bolivian government until agreements were reached
with bondholders and the former tin barons worked against the MNR and its
agenda. Loans to improve the technological capacity of the state-owned oil
company, Corporacion Minera de Bolivia, or COMIBOL, could have helped it
to mine metals in the country more efficiently.

How did Andrade respond to US policies in the 1952-1956 period? When
contemplating United States-Bolivian relations, Andrade was alternately pes-
simistic and optimistic. In late 1954, he told his Foreign Minister whether the
Eisenhower Administration’s economic policy toward Latin America would
not allow the nations of Latin America to reach their aspirations—in particular
their economic aspirations.® In early 1956, however, the glass looked half-
full—officials at the Bolivian Embassy in Washington noted that the United
States had come to Bolivia’s aid in times of crises in the early 1950s.%

50




James F. Siekmeier

By 1956, United States-Bolivian relations were at a crossroads. US aid policy
toward Bolivia had grown from a stopgap, emergency program to a program
that aimed to prove that Washington could promote development in a poor
nation—it aimed to show that inter-American economic relations could better
the well-being of the average Bolivian, and by extension, Latin American.”
Andrade nicely summarized Bolivia’s new importance to the United States.

The case of Bolivia is a “test case” of economic cooperation and technical
assistance which can help to assemble the present factors towards a suc-
cessful conclusion: a major crisis, potential riches to develop, and a gov-
ernment and people willing to develop them. If technical assistance and
aid do not work in Bolivia, they will not work in the rest of Latin America.

Indeed, the destinies of Bolivia and the United States were now closely linked.
Andrade was correct to point out that “the occurrence of 1953 were a turning
point in US history.””" If Bolivia collapsed, US prestige would be damaged.”

Norteamericano officials recognized this, and realized the problems that the
falling price of tin inflicted on Bolivia. Tin sales were down because of re-
duced post-Korean war demand and the declining ore content of Bolivia’s eas-
ily-exploitable veins.” The price of tin plummeted from $1.21/Ib. in January
1953 to $0.80/1b. in June of 1954 while the cost of production remained around
$1.03/1b. As a result, COMIBOL ran deficits—deficits that were covered by
drafts from the Central Bank. As the money supply increased, Bolivian infla-
tion shot up.™ The cost of living in La Paz rose 124 percents in 1954, 80 per-
cents in 1955, and a record 179 percents in 1956.” Washington officials feared
a collapse of the Bolivian economy and government. To prevent this, and in
order to help promote a more friendly climate for foreign investment, US offi-
cials designed and implemented their 1956-7 Economic Stabilization Plan for
Bolivia. The Bolivians accepted the plan because they were given an ultima-
tum: aid would be cut if Bolivia did not adhere to the plan.’

At the center of Bolivia’s problems were COMIBOL'’s financial problems.
These were exacerbated by a system of multiple exchange rates which forced
the tin-mining giant to sell its foreign exchange earnings to the Central Bank at
the low official exchange rate, in effect siphoning of resources from the mining
company. Between 1952 and 1956, the gap between the official and free-mar-
ket rates grew enormously, and COMIBOL’s problems grew along with it.””
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Overvalued exchange rates hurt the Bolivian economy in other, predictable
ways. The high, official exchange rate discouraged indigenous production and
encouraged imports. Shortages of key goods, including food, occurred when
foreign exchange earnings ran low.” The overvalued exchange rate also caused
a great deal of smuggling.

In early 1956, Andrade optimistically hoped that the Stabilization Plan, which
was just in the early planning stages, “will not produce fundamental changes in
the Bolivian political scene.” The Plan was too far-reaching for his hope to be
realized. To begin, it called for the Bolivian government to cut wages and
reduce the number of workers who worked in COMIBOL’s mines, which pro-
voked violent strikes.” Washington’s goals, however, went further. It hoped to
help create a friendly climate for international trade and foreign private invest-
ment. This meant that Bolivia had to give up some of its revolutionary poli-
cies—for example, the Land Reform was temporarily halted. Also too, the
Bolivian government was forced to cut its budget for some economic diversifi-
cation projects, including some hydroelectric plants and government-subsidized
sugar refineries.®

The Stabilization Plan had a huge impact on Bolivian politics. It helped to
deeply split the MNR government. The right wing of the MNR argued that the
plan was necessary because Bolivia needed aid from the norteamericanos. The
left wing criticized the Plan—not only did it cause a severe contraction of the
economy, but many workers, in particular COMIBOL workers, lost their jobs.
In sum, the costs of the Plan fell most heavily on the left’s constituency of
workers and miners.?' The plan so weakened the MNR that it relied more and
more on the military—which, since 1958, had been aided and reorganized with
US help—for support.®2 The military realized its power, and took over in a
November 1964 coup.

In general, it is difficult to measure the effects of one nation’s foreign policy
on another. Indeed, this is true with US policy toward Bolivia during 1952-
1956. However, it is possible to conclude that Washington’s policies hindered
Bolivia’s attempts at diversification of their economy at a time when, before
the post-1956 collapse in tin prices, the MNR might have realistically made
some gains in achieving its goals. Interestingly, despite the extreme Cold War
attitudes and rhetoric of the 1952-1956 period, norteamericano officials cor-
rectly realized it was very unlikely that the few communists in Bolivia could
ever take control—even with a collapse of the MNR. Instead, US officials
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feared that economic nationalism would so hinder Bolivian economic growth,
chaos would break out, and out of this disorder an anti-United States regime
might come to power in La Paz. This was the biggest fear of Washington
officials. '
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