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Abstract. This article demonstrates that Bolivian tariff policy during the late nine-
teenth and early twentieth centuries was not as passive as previously assumed and
that the average tariff ratio remained high. However, high average tariffs coexisted
for a long time with free-entry rights for different products which represented the
main economic activity of certain Bolivian regions. Furthermore, the competitiveness
of products was sometimes mostly determined by the geographic fragmentation of the
country and the uneven pattern of railway construction rather by than tariffs.
Therefore, beyond its high average level, the protectionist effect of tariffs was some-
times constrained by institutional and geographical restrictions.
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Introduction

One of the most widespread claims of Bolivian historiography states that, at
least during the last quarter of the nineteenth century, Bolivian governments
continuously applied ‘free-trade policies and generated a wide opening of the
national market to foreign products without any tariff or customs restriction’.
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 Gustavo Rodríguez, ‘Las regiones bolivianas a la hora del Censo de ’, in Bolivia en .
Edición facsimilar y estudios del Censo General de la República de Bolivia (Sucre: Fundación
Cultural del Banco Central de Bolivia-ABNB-UNFPE, ), p.  (my translation).
Similar claims can be found in widespread Bolivian history textbooks: Carlos Mesa, José
de Mesa and Teresa Gisbert, Historia de Bolivia (La Paz: Editorial Gisbert y Cía, ),
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Moreover, according to this traditional view, the general liberalisation of trade
and the consolidation of liberal policies had negative consequences on particu-
lar products which had a central role in the economic evolution of certain
regions. Thus, the negative impact of trade policy on products such as
wheat from Cochabamba or Potosí, or sugar and rice from Santa Cruz,
might have caused those regions’ economic stagnation.

The literature has also suggested that the persistence of free-trade policies
(among other elements) fuelled the economic disintegration between the
markets of the east and the west of the country from the late nineteenth
century to the early s (see Map ). For instance, according to Sandoval
et al., ‘the factors which determined the closure of Bolivian Andean markets
to products from Santa Cruz were: a) the construction of railway lines
between the Bolivian Andean regions and the Pacific Ocean, b) free-trade pol-
icies and, c) the limits of the internal market’.

Despite its widespread acceptance, this view presents some problems. For
instance, some of the usual assumptions about the links between liberal policies
and economic stagnation do not stand up to scrutiny. Likewise, to the best of
my knowledge, no quantitative evidence has been presented to support the idea
of tariff liberalisation. This lack of quantitative evidence is not irrelevant, since
Coatsworth and Williamson have shown that the average tariffs of several
Latin American countries were among the highest in the world from the
s to the late s. Furthermore, guided by the assumption that the
average tariff ratio is the most representative protection indicator for those
years, these authors have suggested that Latin America was the most protec-
tionist region in the world during this period.

pp. –; or, Fernando Cajías and Magdalena Cajías, Historia de Bolivia (Madrid: Cultural
S. A, ), p. . These claims can also be found in historical studies focused on specific
Bolivian regions: José Luis Roca, Economía y sociedad en el Oriente boliviano (Siglos XVI–XX)
(Santa Cruz: Cotas, ), p. ; or, Fernando Cajías, Rossana Barragán, Magdalena Cajías
and Ximena Medinaceli, La Paz. Historia de contrastes (La Paz: Fundación Nuevo Norte,
), p. . See also footnotes  and .

 Tristan Platt, Estado boliviano y ayllu andino: tierra y tributo en el norte de Potosí (Lima:
Instituto de Estudios Peruanos, ); Gustavo Rodríguez, Elites, mercado y cuestión regional
en Bolivia (Quito: Flacso, ); ‘Las regiones’, pp. –.

 Carmen Sandoval, Ada Sandoval, Marco Antonio del Río, Franz Sandoval, Carlos Mertens
and Claudia Parada, Santa Cruz: economía y poder, – (La Paz: PIEB, ), p. 
(translation and emphasis are the author’s).

 See Nils Jacobsen, ‘Liberalismo tropical: cómo explicar el auge de una doctrina económica
europea en América Latina, –’, Historia Crítica,  (), pp. –.

 John Coatsworth and Jeffrey Williamson, ‘Always Protectionist? Latin American Tariffs
from Independence to Great Depression’, Journal of Latin American Studies,  (),
pp. –.

 Whereas the link between high tariffs and protectionism has been challenged (see below), no
major claims have been made in relation to the idea of high tariff levels in Latin America. See,
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This article aims to fill the gap of quantitative evidence on the evolution of
Bolivian tariffs. Thanks to a detailed reconstruction of Bolivian public reven-
ues and a careful analysis of Bolivian foreign trade statistics, this article offers

Map . Map of Bolivia

Source: University of Texas Libraries, http://www.lib.utexas.edu/maps/americas/bolivia_rel_.
jpg. The map displays present-day national borders and infrastructure.

for instance, Juan Carlos Garavaglia, ‘La disputa por la nación: rentas y aduanas en la
construcción estatal argentina, –’, Investigaciones en Historia Económica, 
(), pp. –.
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for the first time an estimate of the Bolivian average tariff ratio from  to
. Contrary to the traditional view, the new evidence suggests that the level
of Bolivian tariffs was not low by international standards.
However, this article also stresses that the high level of tariffs did not neces-

sarily allow the protection of different products that represented the main eco-
nomic activity of certain Bolivian regions. This idea is based on previous
contributions which have revised Coatsworth and Williamson’s original hy-
pothesis. First of all, it starts from Rubio’s idea that the protectionist implica-
tions of Latin American high tariffs must not be taken for granted during the
belle époque (–). Second, it takes into account the fact that nominal
tariffs are not always a fair protection indicator, particularly in those contexts
where transport costs and the external exchange rate are relevant. In this
regard, during the first globalisation, transport costs could be more important
than tariffs in the determination of trade volumes. Finally, it also considers
Nenci and Pietrobelli’s finding that there was not any statistically significant
relationship between tariff changes and import growth in Latin America from
 to the early s.

Taking into account these ideas, this article suggests that the initial fragility
of the Bolivian state-building process and the defeat in the War of the Pacific
() determined the signing of different treaties with neighbouring coun-
tries which had two negative consequences: first, the prevalence of a dual
system of tariffs which undermined the autonomy and effectiveness of
Bolivian tariff policy, and second, the increase in the competitiveness of
several imports which competed directly with local producers. Whereas
these trade agreements were modified around , the article shows that,
even with these changes, Bolivian tariff policy was not always able to overcome
the effects of both the country’s geographical diversity and the uneven pattern
of railway construction, on domestic transport costs. Therefore, although
Bolivian tariff policy was never as passive as traditionally assumed, its
 Mar Rubio, ‘Protectionist but Globalised? Latin American Customs Duties and Trade
During the Pre- Belle Époque’, Department of Economics and Business, Universitat
Pompeu Fabra, Economics Working Papers (). Rubio shows that Latin American
imports per capita from  to  were clearly higher than in other regions of the
world in which tariff rates were much lower.

 Giovanni Federico and Michaelangelo Vasta, ‘What Do We Really Know about Protection
before the Great Depression: Evidence from Italy’, : , The Journal of Economic History
(), pp. –.

 Marcela Sabaté, Carmen Fillat and Ana Belén Gracia, ‘The Peripheral Protectionist Backlash
in the First Globalization: Spain (–)’, Revista de Historia Economica,  (),
pp. –.

 Antoni Estevadeordal, Brian Frantz and Alan Taylor, ‘The Rise and Fall of World Trade,
–’, Quarterly Journal of Economics, :  (), pp. –.

 Silvia Nenci and Carlo Pietrobelli, ‘Does Tariff Liberalization Promote Trade? Latin
American Countries in the Long-Run (–)’, Global Economy Journal, :  (),
Article . Available at http://papers.ssrn.com/sol/papers.cfm?abstract_id=.
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protectionist effect was sometimes constrained by institutional and geograph-
ical restrictions, and was unbalanced from a regional perspective.

Bolivian Foreign Trade Statistics

Bolivian foreign trade statistics for the nineteenth century are extremely scarce,
being limited to some fragmented data in the yearly reports from the Ministry
of Finance. The availability of data increases after , the year when the
publication of official trade statistics started. However, this data was still
restricted to aggregate figures, and it was only in  that the national
customs office published a complete statistical compilation of import and
export data.

Owing to these restrictions, my estimate of the Bolivian average tariff ratio
starts in . The estimate has been elaborated as the quotient between total
import duties collected by the Bolivian central government and the value of
imports displayed in Bolivian official trade statistics. This methodology is the
most common in this kind of work and the estimates presented here match
those figures which were occasionally provided by the yearly reports from the
Ministry of Finance or by the reports from the national customs office.

My estimate relies exclusively on import duties collected by the central gov-
ernment due to the lack of additional information. This may generate some
downward bias in the average tariff ratio estimates because, during most of
the period under study, Bolivian imports had to pay both national and muni-
cipal taxes. The relevance of the latter can be inferred from a report of the
national customs office which deplored the ability of the most important mu-
nicipalities of the country to establish independent customs offices and tariffs,
which ended up modifying the national tariff policy. Thus, the misreporting
 See International Bureau of the American Republics, Handbook of Bolivia. Bulletin No. 

(Washington, DC: Government Printing Office, ), pp. –.
 Oficina Nacional de Inmigración, Estadística y Propaganda Geográfica, Censo General de la

Población de la República de Bolivia (La Paz: Taller Tipo-Litográfico José M. Gamarra, ),
p. LXXVII; República de Bolivia, Bolivia en su primer centenario (La Paz: ), p. .

 Dirección General de Aduanas, Comercio Especial de Bolivia Año  (La Paz: Dirección
General de Aduanas).

 Import duties were obtained from José Peres-Cajías, ‘Bolivian Public Finances, –.
The Challenge to Make Social Spending Sustainable’, Revista de Historia Económica, : 
(), pp. –.

 For methodological issues, see Coatsworth and Williamson, ‘Always Protectionist?’, pp.
–; Michael Clemens and Jeffrey Williamson, ‘Why Were Latin America’s Tariffs So
Much Higher than Asia’s before ?’, Revista de Historia Económica,  (),
pp. –.

 Oficina, Censo General, p. LXXIV; Charles McQueen, Bolivian Public Finance (Washington,
DC: Department of State, ).

 For instance, tariffs set by the municipalities of Cochabamba, La Paz, Oruro, Potosí, Santa
Cruz de la Sierra and Sucre for ten different food imports were higher than the national
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of municipal tariffs could affect my estimate particularly from  to the early
s, a period when the relative importance of municipal taxes in Bolivian
public finances was substantial.

Likewise, the use of Bolivian official trade statistics may generate some bias
since Bolivian imports were registered using official values until . The
use of official values and their differences with the market value of Bolivian
imports was a matter of concern for Bolivian authorities during this period.
In , for instance, the government observed that ‘the real and effective
amount of Bolivian imports is twice as high as the figures displayed by
official values’. Whereas the importance of this problem was substantially
reduced by the update of official values enacted by the Código de Avalúos de
 (Valuation Code of ), it reappeared between  and ,
when the national customs office stressed again the substantial underestima-
tion of import flows derived from the use of official values. Thus, on the
basis of the information provided by the Bolivian customs office, the League
of Nations pointed out that the market value of Bolivian imports was
higher than their official value by  per cent in ,  per cent in 
and  per cent in . Therefore, my estimates of the average tariff
ratio is seriously biased upwards during the early s or the late s.
The implication of the last bias, however, is partially mitigated by the down-

ward bias resulting from the exclusion of municipal tariffs from the estimates.
In addition, whereas both sources of potential biases must be kept in mind
when examining my estimates of the Bolivian average tariff ratio, they do
not alter the main conclusions of the article.
On the other hand, the Bolivian average tariff ratio is affected by the fact

that most Bolivian tariffs set by the central government were specific, rather
than ad valorem. As a consequence, abrupt changes in prices change
‘import values in the denominator, but not the legislated duty in the numer-
ator, thus producing big equivalent ad valorem or percentage rate changes’ in
the average tariff ratio. Anyway, this effect is only captured by my estimates
from  onwards, since this was the first year when Bolivian imports were
valued at market prices.

ones in . See Dirección General de Aduanas, Comercio Especial de Bolivia Año  (La
Paz: Imprenta y Litografía Boliviana Heittman, ), pp. –.

 Peres-Cajías, ‘Bolivian Public Finances’, pp. –.
 Societé des Nations, ‘Bolivie’, in Memorandum sur le commerce international et sur les bal-

ances des paiements (Géneve: ), p. .
 Oficina, Censo General, p. LXXVIII (my translation).
 Societé des Nations, ‘Bolivie’, p. .
 For a description of Bolivian tariffs from the early s to the early s, see McQueen,

Bolivian Public.
 Coatsworth and Williamson, ‘Always Protectionist?’, p. .
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Finally, when tariffs mainly consist of specific duties, their protection effects
could be mitigated or enhanced by external exchange rate movements. The
analysis of this variable is important in the Bolivian case for two reasons. On
the one hand, according to Bolivian historiography, the Bolivian currency de-
basement from  to  allowed traditional colonial markets to be pro-
tected against overseas competition. Following this literature, money
debasement would have been a more efficient protectionist tool than
tariffs. On the other hand, because of the drop in international silver
prices, the Bolivian currency depreciated vis-à-vis the pound sterling during
the last quarter of the nineteenth century, which may have affected, through
unknown biases, the protectionist effects of tariff policy. This depreciation
stopped during the first third of the twentieth century. Therefore, whereas
measuring protection exclusively on the basis of the average tariff ratio may
be problematic during the nineteenth century, the ratio could be interpreted
as a fair indicator of the evolution of overall protectionism in Bolivia during
the first third of the twentieth century.

The Bolivian Average Tariff Ratio

Figure  presents a yearly series of the Bolivian average tariff ratio since ,
together with a few point estimates for previous years. The estimate for 
was obtained using import taxes from Huber and the value of total imports
presented by Dalence., The average tariff rate for  was calculated on
the basis of the information provided by the  yearly report of the
Ministry of Finance, and refers exclusively to those imports coming from
 For instance, a devaluation of the Bolivian currency would increase import prices but, if

duties are specific, this increase in prices would cause a decrease in the average tariff ratio.
Whereas the first effect would imply a protection increase, the second would represent a de-
crease, and a detailed analysis is necessary to identify the net effect of both movements. Ibid.
In a slightly different way, Irigoin suggests that, if custom duties were paid with depreciated
currency, financial and monetary policies might have ended up affecting the protection level
of the economy. See Alejandra Irigoin, ‘Gresham on Horseback: The Monetary Roots of
Spanish American Political Fragmentation in the Nineteenth Century’, Economic History
Review,  (), p. .

 Antonio Mitre, El monedero de los Andes. Región económica y moneda boliviana en el siglo XIX
(La Paz: Hisbol, ); Erick Langer, ‘Espacios coloniales y economías nacionales: Bolivia y
el norte argentino (–), Historia y Cultura, , pp. –.

 This relative stabilisation was related to the Bolivian government’s decision to join the gold
standard, although its effective membership was sporadic (from  to  and from 
to ). The Bolivian currency’s loss of value resumed in , once the Bolivian govern-
ment decided to abandon the gold standard by devaluating its currency and defaulting on
most of its external debt.

 Hans Huber, ‘Finanzas públicas y estructura social en Bolivia, –’, unpubl. master’s
diss., Free University of Berlin, , Apéndice IV.

 José María Dalence, Bosquejo estadístico de Bolivia (La Paz: Universidad Mayor de San
Andrés,  []), p. .
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Europe, the United States and Peru that were introduced in the country
through the Aduanas del Norte (Northern customs). The average tariff
for  refers instead to the Rendimiento Aduanero General (general tariff
returns).

The graph shows that the average tariff rates of  (. per cent), 
(. per cent) and  (. per cent) were not very different from those
reached in the following decades (. per cent in –; . per cent
during the s; . per cent during the s; and . per cent
during the s). Thus, whereas the restricted quantitative evidence discards
any possible generalisation of Bolivian tariff policy before , the three-point

Figure . The Bolivian Average Tariff Ratio, –(%)

Sources: Import data for  obtained from José María Dalence, Bosquejo estadístico de Bolivia
(La Paz: Universidad Mayor de San Andrés,  []), p. ; for  and , from
Ministerio de Hacienda (see footnotes  and ); for  to  from official Bolivian
foreign trade statistics. Fiscal data for  from Hans Huber, Finanzas públicas y estructura
social en Bolivia, – (unpubl. master’s diss., Free University of Berlin, ),
Appendix IV; for – from José Peres Cajías, ‘Bolivian Public Finances, –.
The Challenge to Make Social Spending Sustainable’, Revista de Historia Económica, : 
(), pp. –.

 Ministerio de Hacienda, ‘Resumén general de los artículos ultramarinos y peruanos interna-
dos a Bolivia durante el año de  – por las aduanas del norte’, in Memoria del Ministerio
de Hacienda correspondiente a  presentada al Honorable Congreso Nacional (La Paz:
Ministerio de Hacienda).

 Ministerio de Hacienda, ‘Aduanas Nacionales’, in Informe del Ministro de Hacienda (La Paz:
Ministerio de Hacienda), pp. –.

 José Alejandro Peres-Cajías
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estimates may help to recall that Bolivian tariff policy during the second half of
the nineteenth century was not as liberal as generally assumed. In effect, during
the early s the government enacted a new tariff policy which reduced tariff
rates; during the early s liberalisation continued through the elimination
of the silver monopsony, which was replaced by the establishment of a tax on
exports., However, a backlash in this policy took place in the case of
imports in , when the government introduced both specific and ad
valorem taxes which, at least in the case of cotton and other textiles, were
higher than those established by the former legislation. This turning point
would explain the relatively high values of the Bolivian average tariff ratio in
 and .
According to the graph, and despite the existence of some fluctuations, the

Bolivian tariff ratio seems to have been kept relatively high by the successive
tariff changes that took place from  to . This persistence would
mainly be the result of the relative importance of import taxes which, on
average, accounted for more than half of the Bolivian central government’s
total revenues.
After the decrease in the rate during the First World War, the Bolivian

average tariff tended to increase. The rise resulted from the updating of
Bolivian tariff rates in , ,  and , which accompanied the
new valuation of Bolivian imports at market prices. This post-war increase
can be explained by different factors. First, it might have been caused by the
Bolivian government’s reaction to the generalised increase in protectionism
across the world. It might also have been a response to the growing pressure
from the local elites of the centre and east of the country, who asked for pro-
tectionist measures.

 Casto Rojas, Historia financiera de Bolivia (La Paz: Universidad Mayor de San Andrés, 
[]), pp. –.

 Antonio Mitre, Los patriarcas de la plata: estructura socioeconómica de la minería boliviana en
el siglo XIX (Lima: Instituto de Estudios Peruanos, ), pp. –.

 Rojas, Historia financiera, pp. –.
 The fluctuations in the ratio may be explained by the changes in tariff legislation, but also by

changes in the composition of imports or by political instability – i.e. the Civil War of –
 and the Acre War against Brazil in .The main legal changes were the creation of the
Código de Avaluos in , its modification in  and its replacement by the Código de
Avaluos of . See Ministerio de Hacienda,Memoria del Ministerio de Hacienda presentada
al Congreso Nacional de  (Sucre: Ministerio de Hacienda), pp. –; Ministerio de
Hacienda e Industria, Memoria presentada a la Legislatura de  (La Paz: Ministerio de
Hacienda e Industria), pp. –; Memoria presentada a la Legislatura de  (La Paz:
Ministerio de Hacienda e Industria), pp. iv–x.

 McQueen, Bolivian Public, p. ; República de Bolivia, Presupuesto Nacional de  (La Paz:
República de Bolivia), p. .

 Estevadeordal, Frantz and Taylor, ‘The Rise and Fall of World Trade’, pp. –.
 Rodríguez, Elites, mercado y cuestión regional.
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However, this tariff increase was also clearly linked with the substantial
growth in Bolivian external debt that took place in the s. Indeed, the
arrival of the Stifel-Nicolaus loan of US$  million in  involved as com-
pensation a fiscal reform which, among other measures, increased import taxes
that were explicitly ‘pledged to the service of refunding the loan’. Later on,
the Bolivian central government acquired two new loans from Dillon, Read
and Company for US$  million () and US$  million (). Both
credits increased external debt payments up to one-third of total public expen-
ditures. Since the Bolivian government agreed not to alter export taxes, this
new fiscal pressure had to be addressed through the only reliable short-term
alternative, namely import taxes.

During the Great Depression, the Bolivian average tariff ratio became highly
unstable. Since tariffs did not suffer major legal modifications until the late
s, the change in the ratio could be explained by changes in import
prices, both deflation and inflation, changes in the composition of imports
and the economic instability derived from the Chaco War (–).

Meanwhile, the use of multiple exchange rates gained increasing relevance,
which would significantly reduce the centrality of tariffs in the configuration
of Bolivian trade policy from the late s onwards.

From a comparative point of view, my estimates are similar to the equivalent
figures of some of the most developed economies of Latin America and the
United States (which is usually described as a closed economy); likewise, my
estimates are higher than the ratios of Asian countries, Western Europe and

 Manuel Contreras, ‘Debt, Taxes, and War: the Political Economy of Bolivia, c.–’,
Journal of Latin American Studies,  (), pp. –; Hans Huber, ‘La deuda pública
externa y sus renegociaciones entre  y el arreglo Ad Referéndum de ’, in Hans
Huber, Napoleón Pacheco, Carlos Villegas, Álvaro Aguirre and Hugo Delgadillo, La
deuda externa de Bolivia –  años de renegociaciones y cuantos más?: desde la operación
secreta del gobierno y los Meiggs hasta la iniciativa HIPC (La Paz: CEDLA-OXFAM,
), pp. –.

 McQueen, Bolivian Public, p. .
 Paul Drake, The Money Doctor in the Andes: The Kemmerer Missions, – (Durham,

NC: Duke University Press, ), pp. –.
 See Decreto Supremo de //; Decreto Supremo de //; and Decreto

Supremo de //.
 For an analysis of the use of multiple exchange rates in Bolivia during the s, see René

Gutiérrez Guerra, Situación económica y financiera de Bolivia (La Paz: Editorial Universo,
). Data in Figure  end in  for two reasons. On the one hand, tariffs were system-
atically reduced after the Chaco War which significantly reduced the Bolivian average tariff
ratio; see José Peres-Cajías, ‘Bolivian Public Finances’, pp. – or Carmenza Gallo, Taxes
and State Power: Political Instability in Bolivia, – (Philadelphia, PA: Temple
University Press, ), pp. –. However, multiple exchange rates played a crucial role
during this period. Thus, the coexistence of tariffs with a multiple exchange rate regime
requires further research in order to identify the protectionism effects of Bolivian trade
policy from the mid-s to the mid-s. This task is beyond the scope of the present
article.

 José Alejandro Peres-Cajías
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Scandinavia. Thus, in contrast with the traditional claims of Bolivian histori-
ography, the new evidence suggests that Bolivian tariffs were not low by inter-
national standards. This does not necessarily indicate that the Bolivian
government was applying a deliberate protectionist policy, given that the evo-
lution of tariffs was strongly correlated with the Bolivian government’s fiscal
needs. But, intentionally or not, Bolivian producers might have benefited from
a high level of protection.

Protection During the Late Nineteenth Century

Before analysing the potential impact of tariffs and trade policy during the late
nineteenth century, it is critical to take into account some of the structural
determinants which conditioned the evolution of the Bolivian economy
since independence. The country became independent in  and the first
task of the new state was to secure its national borders against neighbouring
countries, an objective which became very difficult. For instance, the borders
with Chile, Brazil and Paraguay were not consolidated until the Bolivian
defeats in the War of the Pacific (), the Acre War () and the
Chaco War (–), respectively. Second, it was necessary to reach some in-
ternal stability in order to restrict the use of violence and allow the functioning
of the state.However, if the number of constitutions and their modifications
are accepted as a valid measure of stability, Bolivia was one of the most unstable
countries in the region. In addition, the economy largely stagnated during
 From  to , the average tariff ratio was, on average:  per cent (Argentina),  per

cent (Brazil),  per cent (Chile),  per cent (Colombia),  per cent (Cuba),  per cent
(Mexico),  per cent (Peru),  per cent (Uruguay), see Clemens and Williamson, ‘Why
Were Latin Americas Taxes So Much Higher’, p. . The unweighted average tariff of
Asian and Western Europe countries was constantly below  per cent from  to
; see Coatsworth and Williamson, ‘Always Protectionist?’, p. . The average tariff
ratio in the United States was  per cent ( and ) and  per cent (). In
Denmark, Norway and Sweden the average tariff ratio was around  per cent in ,
 and ; see Rubio, ‘Protectionist but Globalised?’, p. .

 The use of official values from  to  would involve an underestimate of the real value
of Bolivian imports and an overestimate of the average tariff ratio. Thus, the actual Bolivian
rates before  would probably have been significantly lower than those reported, with a
likely maximum bias of  per cent. In other words, before  the actual Bolivian average
tariff rate would have been between c.  per cent and  per cent approximately, i.e. in the
lower ranks of the Latin American countries but still higher than most Asian and Western
European countries. Likewise, the protection upsurge of the s would bring the Bolivian
rate close to the Latin American average, the highest worldwide.

 Douglass North, Barry Weingast and Joseph Wallis, Violence and Social Orders: A Conceptual
Framework for Interpreting Recorded Human History (Cambridge: Cambridge University
Press, ).

 Alan Dye, ‘The Institutional Framework’, in Victor Bulmer-Thomas, John Coatsworth and
Roberto Cortés Conde (eds.), The Cambridge Economic History of Latin America, vol. : The
Long Twentieth Century (Cambridge and New York: Cambridge University Press, ),
pp. –.
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the first decades after independence and economic resurgence had to wait until
the late s, when some external shocks and the arrival of new investments
to Potosí allowed increasing silver exports.

These restrictions are critical to understanding the relative stagnation of the
Bolivian central government’s revenues from independence to the mid-nine-
teenth century. This stagnation was largely the result of the government’s
extreme dependence on the indigenous head tax (contribución indígena),
which in turn, may be explained by the low commercial development and
difficulties in consolidating foreign trade taxes as a secure and reliable source
of revenues. Fiscal scarcity was such that the government had no option
but to use monetary policy as a fiscal instrument in which currency debase-
ment () worked as a shadow tax on mining. Furthermore, whereas
these fiscal shortages eased during the late s thanks to the recovery of
silver exports and the consolidation of foreign trade taxes as the most import-
ant revenue source, the fragility of Bolivian public finances was still substantial
throughout this period.

Furthermore, whereas Bolivia had sovereign access to the Pacific Ocean
from independence until , it always had difficulties to exploit fully this
advantage. For instance, in spite of having its own ports, a significant share
of Bolivian trade was moved through the Peruvian port of Arica.

Moreover, at least until the s, population density in the coastal
Department of the Litoral was lower than one inhabitant per square kilo-
metre. Likewise, during the s and s the Bolivian central

 Mitre, Los patriarcas de la plata.
 See Huber, Finanzas públicas.
 The contribución indígena was reintroduced in Bolivia in , the year when the fiscal

reform proposed by Sucre failed. This reform involved the implementation of: a) an
annual flat tax of  pesos for every man aged between  and ; b) an urban and rural prop-
erty tax; c) a revenue tax on industrial earnings. All the affected agents, including the indi-
genous population, rejected this project. Ibid. On the indigenous head tax, see the seminal
work by Nicolás Sánchez-Albornoz, Indios y tributos en el Alto Perú (Lima: Instituto de
Estudios Peruanos, ).

 Gustavo Prado, ‘Efectos económicos de la adulteración monetaria en Bolivia, –’,
Revista de Humanidades y Ciencias Sociales,  (), pp. –; Tristan Platt,
‘Producción, tecnología y trabajo en la rivera de Potosí durante el siglo XIX’, Cuadernos
de Historia Latinoamericana,  (), pp. –.

 See also Herbert Klein, A Concise History of Bolivia (Cambridge: Cambridge University Press,
), p. .

 This was due to the lower distance between this port and some of the most important
Bolivian cities, and to the lack of transport facilities in Bolivia. Thanks to the railway con-
nection with Puno (), Mollendo also attracted a significant share of Bolivian foreign
trade. Puno was connected by steamships with the Bolivian port of Puerto Pérez on Lake
Titicaca ( km from La Paz); Valerie Fifer, Bolivia. Territorio, situación y política, desde
 (Santiago de Chile: Editorial Francisco de Aguirre, ), pp. –, –.

 Most of Bolivia’s population was concentrated in the highlands or in the valleys in the west
and centre of the country. For instance, in  more than  per cent of Bolivia’s
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government had considerable difficulties in consolidating its sovereignty over
this territory. The treaty of  with Chile (see below) and the frequent
cases in which foreign capitalists operating in the area did not recognise
Bolivia’s jurisdiction stand out as the clearest examples of this situation.

The Bolivian government´s fiscal vulnerability and its difficulties in impos-
ing its sovereignty on the coast must be kept in mind in order to understand
why Bolivia signed different treaties with neighbouring countries. The first was
signed with Peru in . Besides the elimination of trade taxes between both
countries, it stated that all foreign products which were destined for Bolivia
had to pay taxes in Arica according to Peruvian legislation on tariffs.
Moreover, in order to prevent arbitrage, the treaty also established that
tariffs at the Bolivian port of Cobija could not be lower than the Peruvian
ones. In return, Peruvian authorities committed to give an annual subsidy of
Bolivian$ , to Bolivia, an amount which represented between  and
 per cent of the Bolivian government’s revenues.,

The second treaty was signed with Chile in  to solve a border contro-
versy. The treaty officially recognised a new border line at parallel ° but also
stated that all the benefits from guano exploitation, as well as export taxes from
mining production located along the coast and between parallels ° and °,
had to be shared between the Bolivian and Chilean governments. Moreover,
Bolivian authorities accepted that mining production located between parallels
° and °, as well as all imports from Chile, had to be free of taxes at the port

population lived in the Departments of La Paz, Oruro, Potosí, Cochabamba, Chuquisaca and
Tarija (see Dalence, Bosquejo).

 Alexis Pérez, El estado oligárquico y los empresarios de Atacama (–) (La Paz:
Ediciones Gráficas EG, ).

 Rojas, Historia financiera, p. . Peru could offer this subsidy thanks to the increase of fiscal
revenues derived from guano exploitation. See Carlos Contreras and Marcos Cuesto,Historia
del Perú contemporáneo (Lima: Pontificia Universidad Católica del Perú, ).

 Percentages calculated on the basis of the Bolivian government revenues as estimated by
Huber, Finanzas públicas. The original amount of the subsidy was changed in  (see
Rojas, Historia financiera, p. ). Anyway, official records show that this item was the
second most important revenue source of the Bolivian central government in , account-
ing for  per cent of total revenues. See Ministerio de Hacienda, ‘Cuadro de liquidación
definitiva del presupuesto’, in Memoria presentada al Honorable Congreso de  (Sucre:
Ministerio de Hacienda).

 The problem arose in the late s, with the discovery of nitrate deposits in the Bolivian
region of Mejillones (between Parallels ° and °) and the development of the port of
Antofagasta, which were exclusively the result of Chilean and British capitalists’ initiatives.
Thereafter, the Chilean government extended its territorial claims to include the Mejillones
nitrate fields and did not recognise the jurisdiction of Bolivian justice in , when Bolivian
authorities intended to judge a Chilean and British financed mining company. As a conse-
quence and as an alternative to a violent clash, Bolivian authorities decided to sign the
treaty. See Klein, A Concise History of Bolivia, pp. –.
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of Mejillones. These concessions undermined Bolivia’s sovereignty but pre-
vented a violent clash with Chile.
This process continued thereafter through the signing of new treaties with

both Peru () and Chile (). During the late s, however, the
Bolivian government changed its commercial relationship with Peru and
signed a new treaty (). Whereas the new agreement maintained the pre-
vious virtual free trade between both countries in most cases, it imposed a tax
of  cents per gallon for all Peruvian exports of alcoholic beverages into
Bolivia and accepted the Bolivian right to tax its imports. In return, Bolivia
committed not to apply lower tariffs than the Peruvian ones, as well as to
pay an ad valorem tax of  per cent for transit rights. This situation persisted
once Bolivia lost its coastal department, thanks to the signing of a new treaty
() which eliminated the ad valorem tax of  per cent for transit rights
while maintaining free trade for almost all products. In the case of Chile,
no major modifications took place and Chilean exports maintained their
free-trade prerogatives in Bolivia through the signing of the ceasefire of
 and its complementary protocol of .

The new treaties with Peru as well as the enactment in  of the first
Bolivian tariff code represented a step forward towards tariff independence.

For instance, thanks to these changes import taxes were consolidated as the
most important revenue source of the Bolivian central government and the
average tariff ratio increased to  per cent. Meanwhile, however, the persist-
ence of free-trade agreements with Peru and Chile determined that a signifi-
cant share of Bolivian imports was still free of taxes. In , for instance,
tax-free imports coming from Peru and Chile accounted for  per cent of
total Bolivian imports (Table ).

Hence, during the last quarter of the nineteenth century and the first years
of the twentieth century, most Bolivian tariff revenues originated from the
trade flows between Bolivia and non-neighbouring countries. Indeed, although
it has not been possible to find information from all customs offices, Table 
shows that most import taxes in  came from overseas imports which, fur-
thermore, were mainly constituted by manufactures. The table also suggests a

 Rojas, Historia financiera.
 Ibid., pp. –.
 Rodríguez, ‘Las regiones’, p. .
 Rojas, Historia financiera, pp. –.
 The  figure is not an outlier. For instance, for , see W. L. Sisson, Informe del reco-

nocimiento sobre el proyecto sistema de ferrocarriles bolivianos (La Paz: Imprenta y Litografía
Boliviana, ), p. . Alternatively, taking into account the relative importance of
Peruvian and Chilean imports on total imports and assuming that all these trade flows
were free of taxes,  to  per cent of total Bolivian imports would not have been
affected by the Bolivian tariff legislation from  to . See Oficina, Censo General,
pp. LXXVII–LXXXII and the yearly reports of the Ministry of Finance.
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dual system in which the same product or the same group of products, such as
woollen goods, might face a different fiscal burden depending on its origin.
Thus, Bolivian official records recognised that, because of both the War of

the Pacific and the absence of uniform trade agreements, there was not a
unified Bolivian system of tariffs, but several systems in which tariff rates of
neighbouring countries often prevailed. Bolivian authorities complained,
for instance, that because of the virtual free-trade agreement with Chile,
sugar beet imports from Europe were introduced into Bolivia as Chilean pro-
ducts and did not pay taxes. Likewise, since all Bolivian imports which were
moved through Arica, Chilean territory after theWar of the Pacific, had to pay
the Chilean import taxes, the potential for trade arbitrage increased on those
products for which the Chilean tariffs were lower than the Bolivian ones.

Therefore, if we define tariff autonomy as the freedom to set tariff levels in-
dependently from other states’ military and political power, the existence of
these treaties with neighbouring countries clearly suggests that, in the case

Table . Origins of Imports and Tax Pressure,  ($Bs.)

Imports
taxed (A)

Imports free
of tariffs (B)

Total (C =
A + B)

Percentage of
B over C

Percentage of
C on total
imports

Germany ,, ,, ,, . .
England ,, ,, ,, . .
Chile , ,, ,, . .
Peru ,, ,, ,, . .
United
States

,, ,, ,, . .

Argentina ,, ,, ,, . .
France ,, , ,, . .
Italy ,, , ,, . .
Belgium ,, , ,, . .
Others ,, , ,, . .
Unknown
origin

,, ,, ,, . .

Total ,,, ,, ,,, . .

Sources: Author’s own work based onMinisterio de Hacienda e Industria,Memoria presentada a
la legislatura de  (La Paz: Ministerio de Hacienda e Industria) p. .

 These complaints can be found in different yearly reports of the Ministry of Finance: Informe
, p. ; Informe , p. ; Informe , pp. –; Informe , pp. –; Memoria
, pp. –. See also International Bureau of the American Republics, Handbook,
pp. –.

 Ministerio de Hacienda e Industria, Informe del Ministro de Hacienda e Industria al Congreso
Nacional de  (Sucre: Ministerio de Hacienda e Industria), pp. –.

 See Ministerio de Hacienda,Memoria del Ministro de Hacienda al Congreso Nacional de 
(Sucre: Ministerio de Hacienda), p. .
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of Bolivia, political independence did not grant tariff autonomy., Indeed,
for Bolivia these treaties were the equivalent of a virtually free-trade agreement
with Peru and Chile, which radically affected the potential protective effect of
tariffs. Thus, beyond the existence of a high average tariff ratio, Bolivia did
not enjoy true autonomy on tariff policy, as the Bolivian authorities
recognised:

It is not possible to establish a tariff which defines the government’s policy due to our
pacts with neighbouring countries […] the fact that tariffs in Arica are determined by

Table . Overseas and Peruvian Imports by the Northern Customs and Import
Taxes,  ($Bs.)

Value of imports Taxes Taxes/Imports

Overseas imports
Cotton goods ,,. ,. .
Woollen goods ,,. ,. .
Linen goods ,. ,. .
Silk goods ,. ,. .
Furniture and finished items ,. ,. .
Misc. accessories ,,. ,. .
Groceries and species ,. ,. .
Wines and spirits ,. ,. .
Medicines ,. ,. .
Duty free products ,. . .
Total ,,. ,,. .

Peruvian imports
Raw cotton ,. . .
Wool goods ,. . .
Furniture and finished items . . .
Misc. accessories ,. . .
Groceries and spices ,. ,. .
Wines and spirits ,. ,. .
Alcohol beverages ,. ,. .
Shoes . . .
Silver goods ,. . .
Total ,,. ,. .

Sources: Author’s own work based onMinisterio de Hacienda, ‘Resumen general de los artículos
ultramarinos y peruanos internados a Bolivia durante el año de  – por las aduanas del
norte’, in Memoria del Ministerio de Hacienda correspondiente a  presentada al Honorable
Congreso Nacional (La Paz: Ministerio de Hacienda), unnumbered page.

 Clemens and Williamson, ‘Why Were Latin America’s Taxes So Much Higher’, p. .
 The Bolivian government signed similar trade treaties with Argentina and Brazil (Rojas,

Historia financiera, pp. –). Its economic implications, however, seem to have been
less important than those generated by the trade treaties signed with Peru and Chile. For
an analysis of trade relationships between Bolivia and Argentina, see Eric Langer and
Vivian Conti, ‘Circuitos comerciales tradicionales y cambio económico en los Andes
Centromeridionales (–)’, Desarrollo Económico,  (), pp. –.

 Klein, A Concise History of Bolivia, p. .
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the Chilean tariff destroys completely our tariff sovereignty, which, truly speaking, has
been totally lost.

The prevalence of free-trade agreements with Peru and Chile also affected the
prices of imports relative to local production, a relationship which was further
modified by the railway connection between the western areas of the country
and the Pacific Ocean. Indeed, beyond its effects on exports, railways
increased the competitiveness of imports and reduced the natural protection
which Bolivian producers had enjoyed since independence. Therefore,
free-trade agreements and the expansion of railways may have ended up dis-
placing the domestic production which had traditionally supplied the urban
and mining markets in the western areas of the country.

The availability of data on Chilean and Peruvian exports to Bolivia c.
allows the identification of the Bolivian sectors that could be threatened by
these free-trade agreements. On the one hand, Figure  shows that more
than two-thirds of Bolivian imports from Chile consisted of coal, wheat
flour and wine. Whereas coal was unavailable in Bolivia, wheat flour and
wine imports might have affected Bolivian producers. This is particularly
plausible in the case of wheat flour. Indeed, Chilean historiography has trad-
itionally identified three different periods of Chilean wheat production: from
the late colonial period to  when production came from traditional mills
and exports were negligible; from  to  when production and exports
soared thanks to the introduction of modern mills; and, from  to the early
twentieth century when production stagnated and exports decreased continu-
ously. However, new research has found that, despite this decrease, yields per
hectare increased continuously and remained similar to those of the most

 Memoria , p.  (my translation).
 This process started with the connection of the port of Antofagasta with Uyuni () and

Oruro (). Uyuni is at the heart of the mining district of Potosi and Oruro is the capital
of the second most relevant mining district in the country. Likewise, the inauguration of the
railway line between La Paz and Guaqui (), a port on Lake Titicaca, provided access to
the Pacific Ocean by using the Peruvian railway line Puno–Mollendo.

 For instance, during the early s the average freight paid to move a ton from England to
several Latin American countries was more or less similar, but the cost of moving it from the
port to the capital city varied significantly; in the Bolivian case, this figure was around £.,
the second highest in the region; Leandro Prados de la Escosura, ‘Lost Decades? Economic
Performance in Post-Independence Latin America’, Journal of Latin American Studies, 
(), p. . More evidence can be found in Isaia Bowman, ‘Trade Routes in the
Economic Geography of Bolivia. Part I’, Bulletin of the American Geographical Society, 
(), p. .

 Eastern plains and valleys traditionally supplied western areas and, particularly, mining dis-
tricts, with products such as sugar, rice, wheat, maize, wood, vegetables, different kinds of tex-
tiles and different kinds of alcoholic beverages. See Rodríguez, Elites, mercado y cuestión
regional; Bowman, ‘Trade Routes. Part II’, p. .

 Arnold Bauer, ‘Expansión económica en una sociedad tradicional: Chile Central en el siglo
XIX’, Historia,  (), pp. –.
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important producer countries. By contrast, a classic study focused on
Cochabamba has stressed the absence of a systematic effort to improve
wheat or agrarian production during this period. Thus, the higher quality
of Chilean wheat production as well as trade agreements may explain the in-
crease of wheat flour imports from . metric tons in the early s to
,. in .,,

Likewise, Table  shows that more than two-thirds of Bolivian imports from
Peru were composed of five products. One of the most important was sugar, a
product which achieved a significant importance in Peru during the late colonial

Figure . Composition of Chilean Exports to Bolivia,  (% Over Total Value
Traded)

Sources: Author’s own work based on Superintendencia de Aduanas. Estadística comercial de la
República de Chile correspondiente al año de  (Valparaíso: Sociedad Imprenta y Litografia
Universo).

 Claudio Robles-Ortiz, ‘La producción agropecuaria chilena en la era del salitre (–)’,
América Latina en la Historia Económica,  (), pp. –.

 Brooke Larson, Colonialismo y transformación agraria en Bolivia. Cochabamba, – (La
Paz: CERES/HISBOL, ). In particular see pp. , , , , , .

 Platt, Estado boliviano, p. .
 William Sater, ‘La agricultura chilena y la Guerra del Pacífico’, Historia,  (), pp. –

.
 Data were taken from Rodríguez, ‘Las regiones’, p.  and from Chilean official foreign

trade statistics. The yearly growth rate of wheat flour imports from  to  was .
per cent, a much higher rate than that of the Bolivian population (. per cent). This in-
crease affected wheat production in Cochabamba and Potosí, the regions which produced 
per cent of total wheat in Bolivia during the mid-nineteenth century, see Dalence, Bosquejo.
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Table . Peruvian Exports to Bolivia, – (% Over Total Value Traded and Quantity Exported)
  

Product % Quantity Product % Quantity Product % Quantity

Sugar . ,, Tocuyo . ,, Sugar . ,,
Tocuyo . ,, Sugar . ,, Tobacco . ,,
Alcohol (lt) . ,, Alcohol (lt) . ,, Vegetables . ,,
Local wines (lt) . ,, Local wines (lt) . ,, Tocuyo . ,,
Rice . ,, Rice . ,, Alcohol (lt) . ,,

. . .

Sources: Author’s own work based on Superintendencia General de Aduanas, Estadística general de aduanas del año . Exportación. cabotaje; Estadística del
comercio especial del Perú en el año ; Estadística del comercio especial del Perú en el año  (Lima: Imprenta del Estado).
Note: If not specified otherwise, quantities are expressed in kilograms.
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period and started to be exported both to Chile and the United Kingdom after
the independence crisis. Initially, these exports came from traditional trapiches.
However, sugar production and exports soared in the s thanks to techno-
logical innovations. Whereas the War of the Pacific stopped this process, it
recovered in the s, once again due to technological change. By contrast,
sugar production in Bolivia did not exhibit any significant technological
change from independence to the first half of the twentieth century.

Table  also shows that competition from Peruvian free-tax imports was not
restricted to sugar or alcoholic beverages, but involved other traditional sectors
of the Bolivian economy such as tocuyos (coarse cotton textile products used by
the indigenous population) or rice. Moreover, these imports were fairly
stable over time. Hence, not surprisingly, some Bolivian authorities com-
plained that free-trade agreements, together with the railway connection,
had negatively affected the production of sugar in Santa Cruz, that of
cotton and wine in Mizque (in the centre of the Department of
Cochabamba) and that of rice in Zongo (close to La Paz).

Summing up, Bolivian trade policy might have affected some Bolivian
regions because of railway construction and trade agreements with Chile
and Peru, rather than because of a general liberalisation of tariffs.

Protection During the First Third of the Twentieth Century

Bolivia is a highly diverse country from a geographical point of view (see Map ).
Thus, whereas the sharp reduction in international ocean freight that took place
from the s to the First World War certainly affected the evolution of
Bolivian trade, the reduction of internal transport costs could have been of
greater importance. For instance, the use of traditional transport facilities
 Fernando Armas-Asín, ‘Tierras, mercado y poder: el sector agrario en la primera centuria

republicana’, in Jesús Cosamalón, Fernando Armas, José Deustua, Martín Monsalve and
Alejandro Salinas, Compendio de historia económica del Perú, Tomo : Economía de la
primera centuria independiente (Lima: Instituto de Estudios Peruanos, ), pp. –.

 ‘The amount of sugar cane that could be grown in the department of Santa Cruz was enor-
mous but the primitive methods used was a drawback to the development of this industry’,
International Bureau of the American Republics, Bolivia. Geographical Sketch, Natural
Resources, Laws, Economic Conditions, Actual Development, Prospects of Future Growth
(Washington, DC: Government Printing Office, ), p. . For an analysis of the sugar
industry during the s and s, see Sandoval et al., Santa Cruz.

 See Rojas, Historia financiera, p. .
 See the Ministerio de Hacienda e Industria, Informe del Ministro de Hacienda e Industria al

Congreso Ordinario de  (Sucre: Ministerio de Hacienda e Industria), p. .
 Langer (‘Espacios coloniales’, p. ) has suggested that these trade agreements fragmented the

old colonial economic space into three different spheres which were determined by the eco-
nomic influence of Argentina, Chile and Peru.

 See L. Isserlis, ‘Tramp Shipping Cargoes, and Freights’, Journal of the Royal Statistical Society,
Series A,  (), pp. –.
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from the rubber producing areas (eastern lowlands of the country) to sea ports
on the eve of the twentieth century represented  per cent of the cost to move
one ton of rubber from Bolivia to New York, either by the Atlantic or the Pacific
route. Similarly, traditional transport facilities absorbed  per cent of the cost of
moving one ton of mineral from Tupiza to Hamburg through Buenos Aires.

Not surprisingly, the railways’ impact on transport costs was significant. For in-
stance, by , whereas the cost of moving one quintal of tin between Oruro
and Antofagasta by mule was around  pence, it was just around  pence by
railway.

An alternative way to illustrate this is by analysing the price of moving
rubber from Cachuela Esperanza, in the north-east of the country, to the
port of Antofagasta (Table ). The calculations show that the cost of
moving  kilograms of rubber per kilometre on the eve of the twentieth
century was several times cheaper on the Oruro-Antofagasta section of the
route (where the railway was operating) than in the rest, where rubber was
transported by river or using animal traction. Second, since the journey
from Cachuela Esperanza to Oruro represented  per cent of the total trans-
port cost, figures in the table also illustrate the substantial costs involved in the
transit of products from the eastern lowlands to the high mountains of the
west. According to a contemporary observer, the significance of this cost
restricted the development of several economic activities in the east, such as
cattle grazing, and only ‘precious commodities’ or ‘indispensable luxuries’
such as rubber or chocolate were sufficiently valuable to make those costs
affordable. Geographical restrictions and the lack of modern transport facil-
ities also constrained the transit of products from the west to the east of the
country. For instance, salt was acquired in the west at less than  cent gold
per pound but it cost  cents gold per pound in Trinidad.

During the early twentieth century, this imbalance in domestic transport costs
persisted: in  the railway line between La Paz and Arica was opened. In
, the largest western cities (La Paz, Oruro and Potosí) became fully inte-
grated into the railway network due to the construction of several branch
lines. In , thanks to the completion of the Atocha-Villazón line and its

 Sisson, Informe, p. .
 Antonio Mitre, Bajo un cielo de estaño: fulgor y ocaso del metal en Bolivia (La Paz: Asociación

Nacional de Mineros Medianos, ), p. .
 These differences in transport costs may help one understand why Bolivian rubber was not

only exported through Antofagasta, but also through the Brazilian port of Pará or through
Buenos Aires or Montevideo. See Oficina, Censo General, pp. LXXXV–LXXXVIII.

 Bowman, ‘Trade Routes. Part II’, pp. –.
 Bowman, ‘Trade Routes. Part III’, p. .
 These lines connected Oruro with Viacha (a town  km from La Paz) (); Uyuni with

Río Mulatos and Potosí (); Uyuni with Atocha (); and Viacha with La Paz ();
Sanz, Historia de los ferrocarriles.
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connection with the Argentine railway system, minerals from the south-west of
the country could be sent by train to Buenos Aires.
Meanwhile, the local elites from the centre and east of the country lobbied

against what they defined as a railway regionalism biased towards the interests
of the west. Their most important demand was railway expansion towards
the east, which had uneven results: whereas the railway line between Oruro
and Cochabamba was completed in , the connection between Potosí
and Sucre was not finished until the late s, and the railway line
between Cochabamba and Santa Cruz was never finished. Therefore,
despite the increasing pressure from local elites, railway expansion mainly
reduced the level of domestic transport costs in the western areas of the
country.
By claiming the persistence of free-trade policies, Bolivian historiography

implicitly assumes that the Bolivian government did not do anything to coun-
teract the effect of improved transport. This assumption, however, fails to rec-
ognise some important modifications in Bolivian trade and tariff policies on
the eve of the twentieth century. These changes are related to the end of
the Federal War (–) and the victory of the Liberals, whose control
of the Bolivian government (–) determined the consolidation of
new political and economic elites.

One key feature of these administrations was the systematic effort to
strengthen the Bolivian central government. For instance, education, the

Table . Transport Costs for  Kilograms of Rubber, c. 
From To US dollars Kms US/km

Cachuela Esperanza Santa Cruz .  .
Santa Cruz Cochabamba .  .
Cochabamba Oruro .  .
Oruro Antofagasta .  .

Sources: Author’s own work based on Oficina Nacional de Inmigración, Estadística y
Propaganda Geográfica, Sinopsis estadística y geográfica de la República de Bolivia. Tomo II
(Taller Tipo Litográfico Gamarra: La Paz, ), pp. –.
Notes: Transport costs were originally expressed in bolivianos. These were converted to US
dollars using an exchange rate of Bs. . per US dollar. Distances from Cachuela Esperanza
to Santa Cruz and from Santa Cruz to Cochabamba are linear distances. Distances from
Cochabamba to Oruro and from Oruro to Antofagasta are railway distances, which were
obtained from Jesús Sanz Fernández (ed.), Historia de los ferrocarriles de Iberoamérica (–
) (Centro de Publicaciones. Ministerio de Fomento: Madrid, ).

 Rodríguez, Elites, mercado y cuestión regional, pp. –; Rosana Barragán and José Peres-
Cajías, ‘El armazón estatal y sus imaginarios. Historia del Estado’, in Informe Nacional de
Desarrollo Humano . El Estado del Estado (La Paz: PNUD), pp. –.

 For a general overview on the Liberals, see María Luisa Kent, ‘El segundo proyecto liberal,
–’, in Albert Crespo, José Crespo and María Luisa Kent (eds.), Los Bolivianos en
el tiempo. Cuadernos de historia (La Paz: UASB/EAA, ), Fascículo .
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police and the money supply were centralised during this period. This cen-
tralisation process was in part a response to the threat to national unity from
regional struggles that were widespread on the eve of the twentieth century,
and the risk of the so-called polonización of the country – the carving up of
Bolivia by neighbouring countries. But it was also due to an increasingly coher-
ent economic strategy based on the notion that a stronger central government
was necessary in order to reduce foreign trade transaction costs. Indeed, like
their predecessors the Conservatives (–), the Liberals identified
foreign trade as the engine of economic development, and, as in the rest of
Latin America, railway construction was seen as a critical step in order to
fulfil those economic opportunities opened up by the world economy.,

But, given that state subsidies were critical for railway construction and that
trade taxes were the government’s most important source of revenue, the ex-
pansion of railways was also restricted by foreign trade, thus generating a non-
development trap.

The Liberals were more successful than the Conservatives at railway con-
struction (see above) because of their ability to break down this non-develop-
ment trap. One of the sources of this success was the systematic effort to solve
border disputes with neighbouring countries – Paraguay being the exception.
This effort included a pragmatic approach to the signing of peace treaties with
Brazil () and Chile (). Indeed, the Bolivian government accepted the
territorial losses derived from the War of the Pacific and the Acre War, in ex-
change for monetary compensation that could be invested in railway construc-
tion. Furthermore, these treaties and the one signed with Peru in  (see
below), included the regulation of transit rights, an achievement which
reduced Bolivian foreign trade transaction costs. The treaties also enabled
the achievement of tariff autonomy (see below) and, consequently, an increase
in government revenues through customs revenues. Overall, these changes
help explain the higher economic growth rates during the Liberal era.

 Barragán and Peres-Cajías, ‘El armazón’.
 Enrique Bieber, Las relaciones económicas de Bolivia con Alemania, – (Berlin:

Colloquium Verlag, ); Alipio Valencia Vega, Historia política de Bolivia, vol.  (La
Paz: Juventud, ), pp. –.

 Loreto Correa Vera, ‘Del poder a los tratados: desarrollo y ferrocarriles en Bolivia, –
’, Historia, :  (), pp. –.

 Vincent Bignon, Rui Esteves and Alfonso Herranz-Loncán, ‘Big Push or Big Grab? Railways
Government Activism, and Export Growth in Latin America, –’, The Economic
History Review, :  (), pp. –.

 Fifer, Bolivia, pp. –.
 This was critical for the Liberals since silver export taxes decreased dramatically since 

and tin export taxes were not still a reliable source of money; Peres-Cajías, ‘Bolivian Public’.
 See Alfonso Herranz-Loncán and José Peres-Cajías, ‘Tracing the Reversal of Fortune in the

Americas. Bolivian GDP Per Capita since the mid-nineteenth Century’, Cliometrica, : ,
pp. –.
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The pragmatic approach was not necessarily hegemonic among the Bolivian
political class, but it was regarded as a necessary concession to foster foreign trade
and, therefore, economic development. Furthermore, whereas the  treaty
has been heavily criticised, it must be analysed in its own context. Indeed, once
Chile signed the Ancón Treaty with Peru (), it gained more flexibility in
bringing about a favourable agreement with Bolivia. This was achieved
through the ceasefire of , which imposed a heavy economic burden on
Bolivia and negatively affected Bolivian foreign trade. Moreover, despite an
important opening during the negotiations of , Chile dramatically
changed its attitude to Bolivia after the solution of its border disputes with
Argentina on the eve of the twentieth century. Given this new geopolitical
context, the tactical use of railway construction and trade concessions by
Chilean authorities, and the heavy burden imposed by the  ceasefire,
Bolivian authorities had little option but to accept the  treaty., The
treaty determined the Chilean obligation to construct a railway line between
Arica and La Paz, cash payments for railway construction in Bolivia, the free
transit of Bolivian trade flows through the Chilean territory, and each country’s
ability to impose import taxes on those products coming from the other country.
One year later, Bolivia signed a new trade and customs agreement with Peru.

This established the free transit of products throughout the Mollendo–La Paz
route as well as the possibility of imposing taxes on bilateral trade flows. Rather
than a Peruvian concession in exchange for territory (as in the Chilean case),
this change reflected the constant competition to attract foreign trade flows
among the ports at the South Pacific Ocean. Indeed, by signing the new
agreement, Peruvian concessions matched those enjoyed by Bolivian foreign
trade in Chilean ports.

 For instance, the  Peace Treaty with Chile was approved in the Bolivian parliament
with  votes against . The ideas behind the defence of this pragmatic approach can be
found in Correa, ‘Del poder’ and Moisés Ascarrunz, El partido Liberal en el poder a
través de los mensajes presidenciales (Arnó: Hermanos-Libreros Editores La Paz/
Cochabamba/Oruro, ), –.

 Fernando Cajías, ‘Momentos emblemáticos de las relaciones entre Bolivia, Chile y Perú,
–’. Document presented at Encuentro de intelectuales e historiadores bolivianos y
chilenos (La Paz, ).

 See Fifer, Bolivia, pp. ; Cajías, ‘Momentos emblemáticos’; Cristián Garay, ‘El debate
parlamentario sobre las negociaciones con Bolivia entre  y ’, Cuadernos de
Historia,  (), pp. –; Sergio González Miranda, ‘Las históricas relaciones entre
Tarapacá y Oruro: la frustrada tentativa de integración transfronteriza durante ciclo de
expansión del salitre (–), Revista de Geografía Norte Grande,  (), pp. –.

 Ministerio de Relaciones Exteriores de Bolivia, Opiniones chilenas y peruanas sobre el pro-
blema del Pacífico (La Paz: Imprenta Edelman & Co., ).

 The attraction of Bolivian foreign trade was one of the main justifications of the railway line
Mollendo–Arequipa–Puno. See Carlos Contreras, ‘La economía del transporte en el Perú’,
Apuntes,  (), –.

 See Alberto Flores Galindo, Orlando Plaza and María Teresa Oré, ‘Oligarquía y capital
comercial en el sur peruano’, Debates en Sociología,  (), pp. –; Fabián Nomak

 José Alejandro Peres-Cajías
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Therefore, the Liberals were successful in reducing foreign trade transaction
costs and the achievement of tariff autonomy. Thus, the  tariff code ex-
plicitly called for new tariff measures aimed at consolidating a new and
more rational tariff structure. The estimate of the ad valorem tariff of
different groups of imports suggests that this claim was not just a rhetorical
claim. Table  uses the information provided by the first detailed report
made by the national custom office in  and organises it according to
the Standard International Trade Classification (SITC) (left column). The ex-
ercise shows that whereas beverages and tobacco were highly taxed, machinery
and transport equipment were not. Likewise, the fiscal pressure on food,
animals and chemical products was several times higher than that on raw mate-
rials and fuels, and finished garments were taxed more heavily than intermedi-
ate textiles. A look at the ad valorem tax of the first ten imports (right column)
confirms the low tax pressure on key input products such as coal or gunpow-
der, or on products that could not be domestically produced or were not avail-
able in the country, such as iron manufactures or horses. Likewise, the exercise
suggests that the ad valorem tariff on sugar, finished textiles and alcoholic bev-
erages was rather high. Therefore, looking at either general groups or at indi-
vidual items, Table  suggests the existence of a cascading tariff structure in
which capital goods (such as machinery and transport equipment) were
taxed less than raw materials or intermediate goods which, in turn, were
taxed less than finished goods.

The different evolution of wheat flour and sugar tariffs confirms the exist-
ence of a new context. Indeed, whereas the ad valorem tariff on wheat flour
imports decreased from around  per cent to around  per cent between
the early s and , sugar remained stable at around  per cent, with
the exception of , due to the slow adaptation of the tariff to price
changes (Table ). Moreover, the absence of significant differences among
the tariff rates applied to products coming from different countries also
shows the elimination of the previous trade advantages enjoyed by the neigh-
bouring economies. Hence, during the first third of the twentieth century, the
evolution of tariffs on products that had previously been competing with

and Sandra Namihas, Las relaciones entre el Perú y Bolivia (–) (Lima: Pontificia
Universidad Católica del Perú, ).

 The use of official values and their potential to misreport the real value of Bolivian imports
may affect the reliability of the tariff level of each category or product presented in Table .
However, if we assume that the inability to fairly account for Bolivian import values was
uniform across each category or product, the structure of Bolivian tariffs would remain
the same and, consequently, the conclusions. Likewise, interestingly enough, the comparison
of the  tariff structure with the  tariff structure, which, given the political context
of the time, could be a priori labelled as a protectionist one, reflects relatively small changes.
The  tariff structure is available from the author upon request.
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domestic production was not as uniform and consistent as has usually been
assumed.
Given this tariff policy heterogeneity, the protective impact of Bolivian

trade policy might also be expected to be different among products.
Nevertheless, the probability of success of protectionist measures was clearly
lower as far as products of low productivity and/or high domestic transports

Table . Ad valorem Tariffs by Import Groups,  (%)
Standard International Trade
Classification (SITC)

Ad-valorem
tariff

Ten most important
imports

Ad-valorem
tariff

Food and livestock . Iron manufactures .
Drinks and tobacco . Cotton textiles .
Non edible raw materials,
excluding fuels

. Sugar .

Fuels and mineral oils . Wheat flour .
Animal and vegetable oils . Whool textiles .
Chemical products . Guns and munitions .
Machinery and transport equipment . Coal .
Garments (finished) . Alcoholic beverages .
Textiles (intermediate) . Horses .
Other manufactures . Gunpowder .
Number of products 
General Average Tariff Ratio .

Sources: Author’s own work based on Dirección General de Aduanas, Comercio especial de
Bolivia año  (La Paz: Dirección General de Aduanas).
Notes: The first column is an adaptation of the Bolivian data to the Standard International
Trade Classification (SITC, Rev. ). The first six items of the column correspond to the first
six sections (–) of the SITC classification; the seventh item corresponds to section ; the
eighth item corresponds to section  of the SITC classification, after excluding chapter ;
the ninth item, corresponds to chapter  of the SITC classifications; the last item corresponds
to sections  and  of the SITC classification.

Table . Ad valorem Tariffs for Bolivian Wheat Flour and Sugar Imports by
Country of Origin, – (%)

Wheat flour Sugar

       

Argentina . . . . . . . .
Brazil . . . . . . . .
Chile . . . . . . . .
United States . . . . . . . .
United Kingdom . . . . . . . .
Peru . . . . . . . .

Sources: Author’s own work based on Dirección General de Aduanas, Comercio especial de
Bolivia (La Paz: Dirección General de Aduanas, –).
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costs were concerned, as well as different products which represented the main
economic activity of some Bolivian regions.
This idea can be illustrated by analysing the retail price of sugar. Table 

indicates that the retail price of sugar in the eastern departmental capitals
(Santa Cruz, Trinidad and Cobija), was approximately twice as high as in
the western departmental capitals (La Paz, Oruro and Potosí) during the
s and early s, a period when sugar imports had been liberalised
(Law of  November ). The magnitude and persistence of these
price differences reflect that, during this period, sugar from Santa Cruz was
mainly sold in nearby markets, while imports constituted most of sugar con-
sumption in the western areas of the country. Likewise, the higher price
of sugar in Santa Cruz than in the western markets, where sugar prices
would be the sum of foreign production costs and transport charges, shows
the low competitiveness of national production. Thus, according to this evi-
dence, tariffs would have been able to protect the Santa Cruz sugar industry
only if tariff rates had been high enough to double the price of imports as
well as to compensate the transport cost between the East and West of the
country.
Price differences between Santa Cruz and the western departmental capitals

disappeared in . This reflects the consolidation of the sugar industry in
Santa Cruz after the  Revolution. However, this phenomenon was
the result not only of increasing tariff protectionism, but of a wider strategy
which allowed: first, reduced transport costs thanks to the construction of
the main road between Cochabamba and Santa Cruz; second, the modernisa-
tion of the industry on the basis of soft credits from the state and international
aid; third, taking advantage of the higher supply of labour generated by the
agrarian reform of .

 The earliest observation in the table is from the s due to the absence of price data for all
capital cities for previous years.

 CEPAL (Comisión Económica para América Latina y el Caribe), Análisis y proyecciones del
desarrollo económico, IV. El desarrollo económico de Bolivia (México, DF: CEPAL, ),
p. ; Sandoval et al., Santa Cruz, p. . Bolivian official foreign trade statistics show
that sugar imports were around , and , tons in  and , respectively.
Sugar imports increased up to , tons in  and reached their maximum level in
 (, tons). Dirección Nacional de Informaciones, Bolivia:  años de revolución
– (La Paz: Dirección Nacional de Informaciones, ), p. .

 Before the  revolution, sugar production was around , tons. After the revolution,
sugar production increased slightly, up to , tons in . Thereafter, sugar production
climbed and national production in  (, tons) was for the first time higher than
imports. Ibid, p. .

 Cornelius Zondag, The Bolivian Economy, –; The Revolution and its Aftermath
(New York: Praeger, ).
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Table . Annual Average Retail Price (Bs$ per kg.) and Index Price (La Paz = ) of Sugar in Bolivian Capital Cities, –)
La Paz Oruro Potosí Cochabamba Sucre Tarija Santa Cruz Trinidad Cobija

 . . . . . . . . .
 . . . . . . . . .
 , , , , , , , , ,
         
         
         

Sources: Author’s own work based on Dirección Nacional de Estadística y Censos. Anuario Estadísticas Financieras y Costo de Vida (La Paz: Dirección Nacional
de Estadística y Censos, –).
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Conclusions

In contrast with previous assumptions of Bolivian historiography, and in line
with recent research on other Latin American countries, this article has argued
that Bolivian tariff policy was somewhat active during the late nineteenth and
early twentieth centuries. Moreover, it has shown that the average level of
Bolivian tariffs from  to  was fairly similar to that of the most devel-
oped countries of Latin America and, therefore, relatively high from a world
perspective.
Nevertheless, this article has also demonstrated that, despite high average

levels, tariff policy was unable to protect certain products, which represented
the most relevant economic activities of several Bolivian regions. First of
all, the initial fragility of the Bolivian state-building process and the defeat
in the War of the Pacific may help explain the signing of different treaties
with neighbouring countries which had two main negative consequences: a re-
duction in the autonomy of Bolivian tariff policy and the elimination of tariffs
for some products which competed directly with local producers. Second,
driven by political changes, these treaties were eliminated around  and
Bolivia recovered full tariff autonomy. These changes enabled the consolida-
tion of a cascading tariff structure. Despite these improvements and, given
the evolution of transport facilities in the country, the prevailing geographical
constraints and the low productivity of several sectors of the Bolivian
economy, the protectionist effects of tariffs were unbalanced from a regional
perspective. Therefore, rather than assuming a general liberalisation of tariffs
driven by new ideologies, this article identifies specific institutional and geo-
graphical restrictions which might have determined the negative effects of
Bolivian trade policy on certain regions.
The article also offers two contributions to the regional historiography. On

the one hand, it shows that, during the nineteenth century, the lack of tariff
autonomy was not exclusive to Asian countries and could be the result of pol-
itical and economic pressure from neighbouring countries. On the other
hand, the article offers a new case-study which questions the idea of a
laissez-faire, laissez-passer state in Latin America during the export-led
growth period. However, it also stresses that the effective protection of
tariffs is far from obvious. Thus, more research is still needed in order to iden-
tify the protectionist effects by economic sector or region.

 See Clemens and Williamson, ‘Why Were Latin America’s Tariffs So Much Higher?’,
pp. –.

Bolivian Tariff Policy during the Late Nineteenth and Early Twentieth Centuries

https://doi.org/10.1017/S0022216X16001796 Published online by Cambridge University Press

https://doi.org/10.1017/S0022216X16001796


Spanish and Portuguese abstracts

Spanish abstract. Este artículo demuestra que la política tarifaria boliviana al final del
siglo XIX y comienzos del XX no fue tan pasiva como se asumió previamente y que el
rango tarifario promedio permaneció alto. Sin embargo, las tarifas altas coexistieron
por un periodo largo con los derechos de entrada libre de diferentes productos que
constituían la mayor actividad económica de ciertas regiones bolivianas. Aún más,
en ciertos casos, la fragmentación geográfica del país y el patrón desigual de la
construcción ferroviaria fueron más determinantes que las tarifas en establecer la com-
petitividad de estos productos. Por lo tanto, más allá de este nivel alto en promedio, el
efecto proteccionista de las tarifas fue en algunas ocasiones limitado por las restric-
ciones institucionales y geográficas.

Spanish keywords: Bolivia, autonomía tarifaria, acuerdos comerciales, costos de
transporte

Portuguese abstract. Este artigo demonstra que, durante o final do século XIX e
princípio do século XX, a política tarifária boliviana não foi tão passiva quanto se
pensava anteriormente e que a tarifa média permaneceu alta. No entanto, médias
tarifárias elevadas coexistiram por muito tempo com os direitos de livre entrada de
diferentes produtos que representavam a principal atividade econômica de algumas
regiões bolivianas. Ademais, em certas ocasiões, a competitividade de determinados
produtos era determinada principalmente pela fragmentação geográfica do país e
pelo padrão desigual de construção de ferrovias e não pelas tarifas. Deste modo,
além dos níveis médios elevados, o efeito protecionista das tarifas foi por vezes limitado
pelas restrições institucionais e geográficas.

Portuguese keywords: Bolívia, autonomia tarifária, acordos comerciais, custo de
transporte
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