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FEATURED Q&A

Will Paz’s Reforms

Pay Off for Bolivians

and the Economy?
v

i

Newly inaugurated Bolivian President Rodrigo Paz last month announced several economic
reforms, including the elimination of longstanding fuel subsidies. // File Photo: Argentine
Government.

Bolivia's new president, Rodrigo Paz, on Dec. 17 declared an

economic emergency and announced several reforms, in-

cluding the elimination of fuel subsidies. At the same time,

Paz announced social protection measures including a 20
percent increase in the minimum wage and higher benefit payments for
elderly residents who lack a pension. The announcement came weeks
after Paz's government announced that it would seek to slash govern-
ment spending by 30 percent and repeal taxes including the national
wealth tax. What are the most significant parts of Paz's economic plan?
What will be the economic effects of the tax and spending cuts? What
will the policies mean for businesses, investment and the economic
well-being of Bolivians?

V. Ximena Velasco Guachalla, lecturer in the Department

of Government at the University of Essex: “Undoubtedly,

the most significant component of the government'’s current

economic plan is the elimination of fuel subsidies—a policy
that has shaped Bolivia's economy in recent decades. While the ongoing
economic crisis provides a rationale for ending these subsidies, it also
complicates their removal, especially for the most vulnerable segments of
society. Some sectors anticipated and even supported the removal of the
subsidies; however, its abrupt implementation surprised many, as it con-
tradicted earlier campaign promises. In an effort to mitigate the resulting
economic hardship, Paz's government has proposed raising the mini-
mum wage and increasing benefit payments. Yet, these measures may
fall short. The country’s economy heavily relies on the informal sector,

Continued on page 3

TODAY’'S NEWS

POLITICAL

U.S. Judge Blocks
Order Canceling
Protections

for Migrants

A U.S. judge blocked the Trump

administration’s cancellation

of Temporary Protected Status

protections for migrants from

Honduras, Nicaragua and Nepal.
Page 2

BUSINESS

Peru Plans to
Open State Oil
Company to
Private Investment

Peru’s government is planning to

split state oil company Petroperd

and open it to private investment.
Page 3

POLITICAL

Venezuela’s
Maduro Expresses
Openness to

Talks With U.S.

Venezuelan President Nicolds
Maduro expressed openness to
talks with the Trump administra-
tion, which is waging a pressure
campaign against Maduro's
government.

Page 2

Maduro // File Photo: Brazilian
Gov't via Flickr

COPYRIGHT © 2026, INTER-AMERICAN DIALOGUE




LATIN AMERICA ADVISOR

Friday, January 2, 2026

POLITICAL NEWS

Venezuela’s Maduro
Expresses Openness
to Talks With U.S.

Venezuelan President Nicolas Maduro in an
interview broadcast Thursday expressed open-
ness to talks with the administration of U.S.
President Donald Trump, which for months has
waged a pressure campaign against Maduro's
government, Reuters reported. In the interview
with Spanish journalist Ignacio Ramonet,
Maduro said he is ready to work with the United
States to fight drug trafficking and also said he
would welcome investments by U.S. oil com-
panies. “We must start to speak seriously, with
the facts in hand. The U.S. government knows
that, because we have said it a lot to their in-
terlocutors, that if they want to speak seriously
about the agreement to battle drug trafficking,
we are ready to do that,” Maduro said in the
interview, which was recorded on Wednesday,
Reuters reported. “If they want Venezuela's oil,
Venezuela is ready to accept U.S. investments
like those of Chevron, when, where and how
they want to make them,” he added. The Trump
administration has accused Maduro of leading
a drug trafficking ring, an allegation that Mad-
uro has denied, and has amassed the largest
military buildup in decades in the Caribbean.
Chevron, which is operating in Venezuela under
a sanctions-waiver license, is the only major oil
company exporting Venezuelan crude oil to the
United States, the Associated Press report-

ed. The interview with Maduro, which was
broadcast on state television, was recorded the
same day the U.S. military announced its latest
airstrikes against alleged drug-smuggling
boats in the waters off Latin America. The U.S.
Southern Command did not announce where
the strikes happened, but it said five vessels
were attacked on Tuesday and Wednesday,
killing eight people. Some of the people on the
boats that were attacked jumped overboard
and possibly survived, the AP reported. The
latest strikes brought to 35 the number of
vessels attacked since the military campaign,
which has hit vessels in the Caribbean and

eastern Pacific, began in early September. U.S.
officials have publicly announced 115 deaths
in the strikes. Last week, the U.S. Central
Intelligence Agency conducted a drone strike
on a dock facility that authorities believe has
been used by Venezuelan drug cartels, the AP
reported, citing two unnamed people familiar
with the matter. Trump said Monday that a
dock facility had been “hit,” though he declined
to say whether the CIA was involved or if it
occurred in Venezuela. On Wednesday, the U.S.
Treasury's Office of Foreign Assets Control,

or OFAC, announced sanctions against four
companies it said were operating in Venezue-
la’s oil sector and designated four oil tankers
as blocked property. The announcement from
OFAC said the sanctions apply to the compa-
nies Aries Global Investment, Corniola, Krape
Myrtle and Winky International and the oil
tankers Nord Star, Rosalind, Della and Valiant.
“President Trump has been clear: We will not
allow the illegitimate Maduro regime to profit
from exporting oil while it floods the United
States with deadly drugs,” U.S. Treasury Secre-
tary Scott Bessent said in a statement.

Judge Blocks Trump
Administration’s
Order on TPS

A U.S. federal judge on Wednesday blocked

an order by the Trump administration to end
protections from deportation for thousands of
migrants from Honduras, Nicaragua and Nepal,
Reuters reported. In ending the protections,
known as Temporary Protected Status, the
Trump administration did not adequately con-
sider issues such as “food insecurity in Nepal,
staggering crime in Honduras or humanitarian
crises in Nicaragua” that would prevent the mi-
grants from returning to their home countries,
Judge Trina Thompson said in the ruling, The
New York Times reported. Thompson, of the
U.S. District Court for the Northern District of
California, also said that immigration rights
supporters who had sued over the cancellation
of the programs plausibly argued that racial
animus had motivated the administration’s
move, The New York Times reported. Thomp-

NEWS BRIEFS

One Killed, 30 Injured
in Train Collision
Near Machu Picchu

A railroad worker was killed and 30 passen-
gers were injured Tuesday when two trains
collided on the rail line between Cuzco and the
archaeological site of Machu Picchu in Peru,
the Associated Press reported. The collision
happened near Qoriwayrachina, which is also
an archaeological site, according to the compa-
ny that operates the railway. The cause of the
crash remains unclear.

Brazil’s Bolsonaro
Discharged From
Hospital, Returns to Jail

Former Brazilian President Jair Bolsonaro
returned to prison in Brasilia on Thursday after
spending seven days in a hospital to recover
from a double-hernia surgery, the Associated
Press reported. Bolsonaro was sentenced

to 27 years in prison last September by a
panel of supreme court judges for his role in

a coup plot following his 2022 election loss to
now-President Luiz Inécio Lula da Silva. High
court justice Alexandre de Moraes had denied
Bolsonaro's request for house arrest following
his leave from detention at federal police head-
quarters, the AP reported.

Harbour Energy Takes
Over Offshore Gulf Field
From Mexico’s Pemex

U.K.-based Harbour Energy will be the operator
of the Zama offshore oilfield in Mexico, taking
over from state-run Pemex, Harbour announced
Wednesday, Reuters reported. Harbour last
month spent $3.2 billion for a 32 percent stake
in the Zama field, which is located off the coast
of Tabasco state. Harbour plans to boost crude
oil production at the Zama field from 34,000
barrels per day to approximately 70,000 barrels
per day by 2028, Reuters reported.
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Homeland Security Secretary Kristi Noem that

cast migrants as criminals. Approximately leaving many Bolivians ineligible for salary the short run. The long run effect depends
50,000 Hondurans, 3,000 Nicaraguans and increases, and some of the benefits offered on convincing main economic and political
7,000 Nepalis are covered by TPS, according to are distributed only annually. Moreover, actors to focus on productivity, innovation
the Congressional Research Service. although Paz continues to emphasize the and education rather than rent-seeking. The
economic difficulties ahead, his proposal to actors who benefited significantly from the
repeal the wealth tax has been criticized as old rent seeking regime will try to find new
w favoring those less affected by other, harsh- ways of doing the same, and the challenge
er policies, including the end of the subsidy. for the new government is to resist these
Paz faces the critical challenge of designing attempts. It seems the government is doing
Peru Plans tO Open policies that both address urgent economic well. So far, it is avoiding national strikes
State Oll Company realities and soften the resulting social and general blockades with negotiation
. impact—a task that previously proved disas- rounds and short-term agreements to install
tO PI’lvate Investment trous for more than one of his predecessors. technical conversation tables. Bolivia is
The government reached an initial consen- moving away from the old rent-seeking
The government of interim Peruvian President sus with some sectors, including the trans- regime.”
José Jeri plans to reorganize state-run oil firm port sector, which last month announced an
Petroperd and open the company to outside indefinite national strike that was canceled Kathryn Ledebur, director of the
private investment, Peru’s energy ministry after dialogue began. As a first hard test Andean Information Network in
announced Wednesday in a press release. of this government, the outcome of these Cochabamba: “Paz campaigned
The presidential decree aims to improve the negotiations will be pivotal in testing Paz's on a gradual reduction in fuel
company’s flagship Talara refinery along Peru’s ability to navigate competing interests and subsidies and downsizing the state, yet his
northwestern coast, which was upgraded in fundamental in determining the success or ‘shock therapy’ almost doubled the price of
2023 after $6.5 billion in investments but failure of Paz's economic strategy.” gasoline and dramatically increased the die-
continues to generate losses, Bloomberg News sel prices, angering working class Bolivians.
reported. Petroper has “high levels of debt Nelson Altamirano, professor of Projected cuts to the government apparatus
and liquidity constraints that compromise its economics in the Department led to the elimination of three cabinet spots,
operational capacity,” Peru's energy ministry of Finance, Economics and Ac- redistributing duties and expanding other
said in the statement. The company’s accumu- counting at National University offices to accommodate long term allies of
lated losses and debts to suppliers exceeded in San Diego: “The most discussed measure Paz's father's MIR party. In spite of the ur-
$1 billion in 2025, according to the energy from presidential decree 5503 on Dec. 17 re- gent need to reform Bolivia's corrupt system,
ministry. Jeri's decree directs Prolnversion, fers to increasing the prices for diesel, gaso- Paz chose to eliminate the justice ministry
Peru's state-run agency that promotes major line and natural gas for vehicles 163 percent, after revelations that both of his appoin-
private investments in the country, to segregate 83 percent and 64 percent, respectively. The tees had criminal records. The significant
Petroperd’s assets into separate business significance of ending fuel subsidies, worth fuel subsidies, initiated during the Banzer
units, Bloomberg News reported. It's unclear at least $3.5 billion per year, is to elimi- dictatorship and applied nationally by former
exactly how Peru’s government plans to shore nate the core of the rent economy, a main President Carlos Mesa, strained the treasury
up liquidity at the Talara refinery or address element of a structural system of corruption, as income from natural gas decreased with
Petroperd’s outstanding debt obligations of clientelism and political manipulation that limited exploration and corruption further
more than $5 billion, according to the news lasted 20 years. While the immediate effect emptied state coffers from 2019-2025. Paz's
service. Opposition lawmakers in Peru have on inflation is evident, how relative prices executive order led to an immediate increase
already drafted an impeachment measure will change and determine winners and in public transportation fares, sparking
against finance minister Denisse Miralles losers depends on the reaction of economic regional transportation strikes and road
in response to the government'’s decree to agents, sectoral negotiations and the evolu- blockades. The price of basic goods doubled
reorganize Petroperd, newspaper La Republica tion of political demands. It is too soon to or tripled, exacerbated by merchant specu-
reported. The draft legislation argues that the predict these changes, but if the U.S. dollar lation. Although the measure included a 20
move is unlawful because Jeri's government stabilizes between 9 and 10 Bolivian pesos percent increase in the minimum wage, this
did not consult Congress and allegedly improp- and fuel is available because the contraband will only marginally offset spiraling inflation,
erly allocated funds to pay for employee layoffs to Peru is eliminated, all will be better off in and already struggling small businesses
at Petroperd, according to the newspaper. Continued on page 4
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will be unable to cover increased payrolls.
The decree’s unconstitutional authorization
of the natural resources contracts without
congressional approval grants unchecked
authority to the new administration while
permitting untaxed external investment.

As a result, Paz secured $700 million in
international loans. The initiatives appear
to replicate structural adjustments of the
mid-1980s (Executive Order 21060), which
strengthened macroeconomic indicators
while exacerbating poverty, wealth disparity,
informal labor and the cocaine trade.”

Lily Pefiaranda, CEO and chief
analyst at Bolivia en Datos:
“Bolivian President Rodrigo Paz
is confronting an 11-year-long
fiscal deficit crisis—exacerbated by an 849
percent spending surge between 2000 and
2025 and debt that's equal to 95 percent
of the country’s GDP—through comprehen-
sive reforms. A reduction in fuel subsidies
(saving 10-13 percent of the 2026 budget)
keeps diesel at 90 percent and gasoline
at 60 percent of international prices,
making an incomplete cost recovery. The
elimination of wealth, financial transfers,
gambling and business promotion taxes
(which contributed less than 1 percent
of the government's revenue but deterred
investment) preceded import liberalization
and additional tax incentives that were
implemented in December. These measures
advance Paz's proposal for a 30 percent cut
in public spending, though current spending
comprises 87 percent of expenditures, of
which 77 percent fund goods and services.
Achieving full adjustment requires slashing
wasteful propaganda, staff transportation
and bureaucratic payroll—plus exchange
rate flexibilization to stop reserve depletion.
Current measures avert an imminent default,
freeing millions of dollars for international
reserves to strengthen the currency and
boost the economy. In the medium term, the
fiscal deficit will fall below 8.5 percent (from
10.22 percent in 2024), enabling growth of
2-3 percent. In the short term, there will be

inflation and political unrest. Sixty percent of
Bolivians in moderate and extreme poverty
face fuel price pain but benefit from a 20
percent increase in minimum wages and
expanded social bonds. For businesses,
these policies will slash input costs by
20-30 percent, dismantle red tape and offer
fast-track approvals, which should attract
hundreds of millions of dollars of foreign
direct investment by 2028. However, this
could be deterred by political turmoil. Boliv-
ia's central challenge remains transitioning
from an extractivist monoculture toward a
diversified, sophisticated industry. It is still
unclear whether the current reforms will
achieve that."

Roberto Laserna, director of the
Center for the Study of Econom-
ic and Social Reality (CERES) in
Cochabamba, Bolivia: “President
Rodrigo Paz has been in office for less than
two months, but his government is expected
to act quickly and to get fast results. That
is not realistic. The situation of the Bolivian
economy is complex and critical. The
government has provided some signs about
the path that it will try to follow—lower taxes
and public spending cuts are two crucial
aspects. But taxes on economic wealth were
imposed by the government of Evo Morales
as a symbolic gesture against the rich. A
real tax reform is needed to expand Bolivia's
tax base and reduce the ‘informal’ exclusion.
And cutting the fiscal deficit will be difficult,
as the interest groups benefiting from
public expenditures are well organized and
powerful. We are already seeing this with the
reduction in hydrocarbons subsidies. The
government and many people in civil society
know perfectly well that only investments
and difficult work will bring Bolivia out of
its crisis. The road is long and difficult, and
cannot be run at high speed.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.
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