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(1)

This Country Brief on Paraguay presents and analyzes data
describing Paraguay's economy. It is a desk study based on documents,
reports, and studies available at the UNIDO Headquarters. Therefo>re,
many of the data presented are not up to date, It is planmed to modif-
the Brief over time as UNIDO's economic and industrial data bases are

updated and expanded and as comments from Briel users are obtained.

The description of Paraguay's econorcy to follow is a comparative
description. Levels and rates of growth of selected indicators of
activity in Paraguay's economy are compared with corresponding vaiues
for other developing countries of Latin America.l/ The objective is
to present an overview of Paraguay's ecoromic and industrial develop-
ment. The Brief does not reach any final conclusions or recommendations
but rather provides decision-makers with additional information to be
used in activities relating to technical assistance, indusirial reéeploy-

ment and investment promotion and co-operation.

The views or comments contained in this document do not reflect
those of the Government of Paraguay nor do they officially commit the
United Nations Irdustrial Development Orgarnization to any particular

course of actioa.

;/ Countries included in aggregation: Argentina, Bolivia, Brazil,
Chile, Coiomoia, Costa Rica, Dominican Repudlic, Zcuador, zZi
Salvador, Guatemala, Haiti. Jamaica, Mexico, Panama, Paraguav, Peru,
Puerto Rico, Trinidad amd Tobago, Uruguay, Venezuela, Barbados, Cuba,
Cuyana, Honduras, Neth. Arntilles, Nicaragua, Surinam.
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I. ZSCONCKIC 3ACKGROUND

Paraguav is a landlocked country of £06.73 kma, turdered oy 2rzzil,
Solivia and Argentina. Although the ~ountry has abundance of unused azri-
cultural land and water resources iis remoteness from foreign markets, as well
as its poor infrastruciure aifected for many years its overall economic growin.
In the 1970s, the utilization of more agricultural land and the development of

water resources have given a new impetus to indusirial production and economic

development in general.

1. Basic Zconozic Indicators

Basic data describing the Paraguayan economy in relation to the economies
of all Latin American countries are reported in Table 1. In 1277 (the latest
year for which a full set of comparatle data are available), Paraguay's populati-
ion was approximately 2.8 amillion persons, or about 0.8 per cent of the total
population of Latin America. Paraguay's GDP per capita was $651 (1975 US dollars;
as compared wiih an average per carita GDP (also in 1375 US dollars) of $1,243
for all countries in Latin America., Paraguay's real GDP per capita was thus

roughly 52 per cent lower than the Latin American average in 1377.

The growth rates of Parazuay'’s pepulation, labour force, and GDP (in 1373
US dollars) over the period 1960 to 1977 were respectively 2.7 per cen%t, 2.6 per
cert, and 5.2 per cent, Comparable growth rates for all Latin American economiss
were 2.8 per cent, 2.5 per cent ani 5.9 per cent, respectively.l/ Qver the
period 1960 %3 1377 then, Paraguav's GDP per capita has fallen slightlv relative
to that of Latin America, Data for the mosti recent period suggest suostantial
reiavive growih irn Paraguzy's GDP ani ODF per cavita. Recent estizates indicace
that ovetween 1970 and 1977, Paraguay's CDP per capita grew by 4.17 per cent,

compared to a Latin America-wide average rate of growth of 2.9 per cenz.2

1/ Industrial Data System, Regional and Country Studies 3ranch, UNIDJ;
1.0, lahour Force,1950-2000, Vol. III, Latin Arerica.

2/ Industrial Data System, ibid.




Paraguay's GDP has continued its high rate of growih, with IC.7 per cen* growt:n

. 1/ .. s . . . . -

in 1979-{ while the corresponding reported rate for lLatin America was 6.5 per
2/ ) : - . . s .

cent.~ Increases in Paraguay over the 13970 to 1379 period clearlv indicate that

/

. . . 3
Parazuay has sustained one of Latin America's most rapid economic growth rates.=

Paraguay's labour force participation (measured oy the ratio of ladour
force to population), is higher than that of Latin America. This is prodably
the result of the fact that agriculiure is the main employer (almost haif of
the emploved population). Moreover, in the 1970s, sustained development has in-

creased empiloyment both in agriculture and agro-industries.

Further, ihe Paraguayan ratios of GDP/Labour Force, Gross Capital Formation/
Population, and Gross Capital'Formation/Labour Force were on the average 4% per
cent lower than the average Latin American ratios. Paraguay's ratioc c¢f Govern—
ment Pinal Consumption Zxpenditure to GDP is lower than the average for L:&tin
America, while the ratio of Private Final ZTonsumption Expenditure to GDF is

higher, and that of Gross Capital Formation to GDP is aimost the same.

Table 1 also shows a negative trade talance for Paraguay in 1977. Alihough
Paraguay's exports were 15.02 per cent of GLP versus 14.90 per cent {or Latin
America, its imports were 20.1ll per cent of GDP versus 15.94 per cent, on the

average, for Latin American countries.

Table 2 reports growth rates for ke: indicators cver the period 1970-1377.

The growth rates of Paraguay's populatiorn, labour force, GDP, gross {ixed capita_
formation, exporis and imports of goods andi services (in 1375 US dollars), over
the period 197C to 1377, were 2.87 per cent, 3.05 ver cent, 7.04 per cent,
20.63 per cent, 3.14 per cent, and 15.47 per cent, respectively. Comparadle

rowth rates for all Latin American economies were 2.73 per cent, 2.78 per cent,
.60 per cent, 3.22 ver cent, 2.12 per cent and 5.92% per ceni. Over the period
1970 to 13977 then, Paraguay's economic indicators shown in Table 2 have achiaved

migher rztes of growtn relative to those of Latin A-erice.

I3

1/ Bank of London and South America: Review, Vol.l4, Nov. 1980, No.IV/ZC.
However, there has been an acceleration in the rate of inflation; official
figures put the average 1379 consumer price index increase at 28 per cent,
compared with only 10.8 per cent in 1278 (see BAPCLAYS: ABECOR, Counirv
Report, Paraguay, June 1980.

2/ CZPAL: Yotas sobre la economia v el desarrollo de américa latina, Nos 303/
110, Jan., 1920

}/ Paraguay's growth rate, reportedly, is based on its strong agricultural
sector and supported by rapid growth in energy production, constructisa
and services (see, ABECOR, ibid.)




Table ! 3asic sconomic indicators, 1977, Paraguay and Latin Azerica

y Values in constamt 1975 US 8 (million, except CDP per capita).
in per cent.

# At current orice.

Indicltox-’7 Paraguay Latin America Paraguav/Latin Americz
(C01.1/Co1.2 x 100)

Population 2.80 329.89 c.85
Labour force 0.90 104.00. 0.97
cDP 1,825 411,124.00 0.42
Groas capital formation 545 111,637.0¢C 0.2
Exports of goods and services 245 63, 345 0.139
Imports of goods and services 442 62,181 0.71
Balance of trade =197 964 -20.42
GDP per capita 651 1,246 52,25
Labour force/population 32.01 31.53 1.02
GDP/Labour force 2,032 3,953 51.40
Grose Capital Pormation/CDP 24.58" 25.54' 96.63
Gross Capital Formation/Population 194 338 €7.40
Cross Capital Pormation/Labour Por'ceéo,, 1,073 <6.57
Exports/CDP 15.02" 12.90" 100.81
Imports/GDP 2c.11" 15.94" 126.16
Exvorts/Population 87 192 45.31
Imvorts/Po ulation 1<8 189 83.59
Government Final Consumption - -

Zxpenditure /GDP 6.20 10.82 57.30
Private Pinal Consumption Expenditure/ . -

GDP 74.20C $4.69 114.70
Source: Industrial Data Svstem, Regional and Ccuntrv Studies Branch.

Population and labour force in million, GDP per capita in US §, ratios sxpressed

Table 2 Growth of vooulation, labour-force, GDP, groes fixed

1 L 4 -
r ' America, 1970-1977%

Population Labour GDP Gross fixed —-Export of Import of
force capital goods ard goods and
formation services services
Paraguav 2.87 31.05 7.04 20.68 3.14 15.47
Latin America 2.78 2.18 5.68 9,22 2.12 5.99
Source: Industrial Data Svstem, ibid.
1/ Growth rates for monatary valies based on constant 1375 US dsliars.




2. Sectoral Composition of GDP

Table 3 reports the shares of value added by econemic sector in 1960,
1965, 1970. 1975 and 1977. This period is, generally, marked by steady in-
creases in the real value added produced in all sectors;l/Except Utilities
and Construction which gained most in their shares, the rest of the sectors
remained about the same in their relative vositions with Agriculture marking

the most noticeable (yet only a 3.5 per cent), reduction.

Table 3 Sectoral shares of GDP, Paraguay,
(selected years)

1360 1365 1970 1975 1977

Agriculture 38.76 42.86 38.20 36.91 35.23 t
Mining and Quarrying 0.13 0.13 0.07 0.19 0.28 !
Mamifacturing 16.67 15.08 16.21 15.63 16,22
Utilities 0.58 0.52 0.88 1.44 1.65
Construction 2.41 2.24 2.68 3.76 4.84
Services 41.45 39.18 41.95 42.08 41.78

GDP (US 1375 $ millions) 725.5 920.0 1,124.3 1,511.3 1,824.7

Source: Industrial Data Svstem, ov.cit.

Growth rates of real GDP over the period 1970-1977 by sector of origin
are reported in Table 4, for Paraguay and for all Latin America. As this table
shows, growth rates in most sectors were high.r in Paraguay than in the Latin
American comparison group. This is most cilearly shown by column (3) of the
table, which reports the ratio of growth of real sectoral outputs in Paraguav

to the corresponding rates of growth of sectoral output in Latin America.

i/ For more detailed data of GDP by origin and year-to-year growth rates
see Tables A-l and A-2 in the amnex.
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Table 4 Comparative growth rates on real GDP b sector of origzin,
Paraguay and Latin America, 1970-1977

Paraguay tin America Ratig
1) @y @, 1/
Growt Rati Growt Rati
a a
rat rat
Agriculture 5.9 0.86 3.3 0.56 1.78
Mining and
Quarrying 21.3 3.13 2.5 0.42 3.52
MVA 6.2 0.91 7.3 1.24 0.82
Construction 14.8 2.17 6.4 1.08 2.31
Utilities 15.5 2.27 9.6 1.63 1.61
Services 6.8 1.00 6.2 1.09 1.09
GDP 6.8 1.00 5.9 1.00 1.15

Source: Industrial Data System, op.cit.

a/ Growth rates are trend growth rates.
b/ Growth rate of the sector divided by the growih rate of GDP.

¢/ Divide coiunn 1 by column 3.

Examination of the ratio columns (2) and (4) of ire table shows what has
happened to the sectoral composition of GDP in Paraguay relative tc Latin
America. Ratios of less than one indicate thal secioral output, as a percentage
of GDP, has tended to decline over the period 197C to 1377; ratios of zreater

than oae indicate growth of sectoral output relative to GDP.

According to the data reported in Table 4, only two identifiable sectors
in Paraguay had a growth rate less than tne rate of growth of GDP. This was
Agriculture and Manufaciuring (with respective growth ratzs of 5.2 per cent
and 6.2 per cent annually versus €.8 per cent of GDP). The resi of the sectors

had higher rates of growth except services which grew at the same pace as GDP.

A comparison of the ratios in columns (2) and (4) suggests that over the
period 1970 and 1977, rathe:r different patterns of sectoral shifts occurred in
Paragus, and in Latin America at large. The most important shift evident is
that the shares of Agriculture, Mining, Construction, Fervices and Utilities
in GDP grew more rapidly in Paraguay t. :n thew did in Latin America, while the
share of Manufacturing grew at lower rate. Finally, ADP in Paraguay grew faster

than in the Latin American comparisor group.




I11. MANUFACTURING SECTOR

The industrial sectcr of Paraguay is mainly based on the processing of
agricultural products. The 1970s have been particularly grod for the develop-
ment of ag—icultural croduction and subsequently for the growth of agro-

industries. Two thirds of MVA originate from processing agricultural products.

The imdustrial sector employs approximately 14 per cent of the labour
force, and contributes avout 16 per cent to GDP. The main growth components
of manufacturing are export industries, and especially agricultural exports,
such as cotton exports, soya and other seeds. However, in the early seventies
exports of beef, wood proiucts, and vegetable oils used to be the greater
contributors to the value added of the manufacturing sector. Later, during the
decade, the competition of the Argentinian exports in the wood products and the
closure of the EEC market to beef exports caused, by and large, the decline cf

these sub-sectors of manufacturing.

Table 5 reports summary indicators of the develooment of the manufacturing
sector in Paraguay and in Latin America. Columns 1 and 2 of the table report
annual growth rates of real manufacturing value added for Paraguay and for
Latir America respectivel,. Excepnt for the 1974-T5 period, growth rates of VA
in Paragzuay have been positive albeit lower most of the time than those of
Latin America. The average annual growth rate for Paraguay, between 197C and

1978, was 6.17 per cent while that of Latin America was 6.46 per cent.

Column 3 of Table 5 shows the effects of these differing patterns of growth
on Paraguav's share of total Latin American real MVA. Parazguayan MVA remained
apbout the same share of Latin America's real MVA between 1370 and 1978, reaching

its highes! share of 02.27 per cent in 1378,

Column £ reports Paraguay's real i7JA per capita. During the period tetuween
1970 and 1978, Paraguay's average annual growth of population was 2,37 per cent,
while real MVA grew at a 6.17 per cent rate. Thus, growth in real MVA generall:
surpassed population growth betweer 1970 and 1978 (3.3 per cent average annual
increase), with the result that real FVA per capita increased in Paraguay. Recent
rapid growth (1376-1978) of real MVA has boosted even further Paraguay's real
MVA per capita (U.S. 3106 in 1973), albeit still much lower than the average

Latin American figure.




Table 5 Paragpayan and Latin American manufacturing value added, comparative

indicators, 1960-1977

Year Paraguay's real Latin America's Paraguay's share MVA per MVA per Ratio Paraguay's MVA Ratio, Paraguay's
MVA growth real MVA growth in MVA of . capita capita Paraguay's sharn in GDP MVA share in GDP
annual rate annual rate developing Paraguay Latin America MVA per ) to Latin America

(%) v/ (%) v/ Latin America US$b/ US b/ capita to (% #VA ehare in GDP
(%) Latin America's (%)
MVA per capita
us s
(1) (2) (3) (4) (5) (6) (1) (8)

1970-7T1 1.1 9.5 0.26 79 254 0,31 16.21 0.65

1971-72 5.2 9.8 0.25 81 270 0.30 16.42 0.64

1972-73 3.3 10.3 0.25 85 289 0.29 16.72 0.64

1974-75 -1.1 1.8 0.25 94 319 0.29 16.72 0.6} !

-1

1975-76 5.8 6.2 0.24 89 116 0.28 15.63 0.59 '

1976-11 16.6 4.3 0.24 R 327 0.28 15.34 0.57

1977-78 6.4 4.3 0.21 106 3132 0.39 16.22 0.61

Source: Industrial Data System, op.cit.

5/ Cuba's population is not included.
b/ Constant, 1975 US dollars.




Coluan 5 reports real MVA per capita for all Latin American economies,
Starting at a much higher level of real MVA per capita than Paraguay in 1970,
Latin America experienced relatively steady growth in real MVA per capita over
the 1970-1978 period. Real MVA per capita in 1977-7G was asproximately %332.

Column 6 of Table 5 compares real MVA per capita i.. raraguay to that of
a.l Latin American econcmies in ratio form. Here again the relative growth
pattermms in aggregate real MVA and population are reflected. Paraguay's rezl
MVA per capita has remained about the same relative to Latin America's aver
the period covered by Table 5.

Columns 7 and 8 of Table 5 standardize real MVA on the basis of GDP.
Column 7 reports Paraguay's real MVA as a percentage of its real GDP. In 1975
and 1976, the share of GDP accounted for by mamufacturing declined siightly
ﬁut, in general, it remained on the same range between 16.21 and 16.72 per cent.
Column 8 compares in ratio form the shares of manufacturing in Paraguay's and
Latin America's GDP. Here again the same pattern evident in previous columns
of the table may be seen. Paraguay's mamfacturing share of GDP, between 1970~
1978, ranged between 0.57 per cent (in 1976-77) and 0.65 per cent (in 1970~
1971) of the Latin American average. The last year for which data are available,
Paraguay's share stood at 0.61 per cent of the Latin American average.

1, Sectoral Structure of Manufacturing

Tabie 6 reports tne shares in 1970, of manufacturing activity accounted

for by individual manufzcturing sectors in Paraguay and Latin America.

The modest diversification of the Paraguayan industry in comparison with
the Latin American comparison group is evident in this tatle. The subsectors
of Food products, Textiles, Leather and Fur products, Footwear, Wood products,
Industrial Chermicals. ~etroleum Refineries and Transport Equipment represent
80 per cent of total value added in Paraguay. The most striking pattern showr
by this table is the heavy concentration of Paraguayan manufacturing in Food
products. This single sector accounted for over 45 per cent of total manufactur-
ing value added in Paraguay in 1970 (versus 14.3 per cent, on the average, for
Latin American countries).
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Table 6 Sectoral structure of marulsciurins value

added, Pararusv ani Zeve:ozins latin
America; 1970

Branch ISIC Parasva” Latin &merica

sectoral shares iz total iVi(in per cemt)

Pood products 3110 45.9 14.3
Beverages 1 1.6 4.6
Tobacco 3140 1.2 1.9
Tuxtiles 3210 4.4 9.0
Vearing apparel 3220 1.7 2.2
Leather and fur products 3230 5.5 0.6
Pootwear 3240 2.8 1.3
Weod products 330 1.3 1.8
Purniture and fixtures 330 2.2 1.4
Paper 3410 0.1 2.7
Printing and publishing 3420 1.5 3.0
Industrial chesicals 3510 2.8 4.3
Other cbem!=al products 3520 2.2 5.2
Petrolenm refineries 3530 9.5 3.3
Kisc.products of petroleus and coallS540 0.0 1.0
Rebber prodects 155% 0.1 2.1
Plastic prodmcts 3560 0.l 1.6
Potiery,china and earthemmre 1610 1.0 0.8
Class 3620 0.0 1.1
Other non-setallic sine-al productsi690 1.9 1.5
Iron and stesl 3no 0.1 4.5
Bon-ferrous setals kYL 0.0 4.4
Netal products, except machinery 1810 2.1 5.0
Fon~electri:al sachinery B2 1.6 5.1
Electrical machinery 3830 1.7 4.8
Transport equipsent 3840 3.9 7.9

Professionmal and scientific equip-
ment, photographic and optical

tools 3850 0.8 0.6
Other manufactures 3900 1.1 0.8
Total WVA 100 U

Source: Industrial Data Svsiem, Regiona] and Country Studies Branch

_l/ Shares (in per cent) tased on total values in thousand US $ at
current prices.

The manufacture of Petroleum Refineries in Paraguar comprised 9.5 per
cent, Between 1974 and 1978, this branch's value ac .ed of MVA grew at 2
14.2 per cent average annual rate. In Latin American countries, on the average,
this oranch acccunted for 3.} per cent, The third grouv of major contributors
to MVA, in Paragzuay, are the manufacturing sectors of Textiles, Leather and
Fur products, which accounted for 4.Z ver cent and 5.5 per cent, followed by

+he sectors of Wood products (4.3 per cent), Transport Eguioment (3.9 per cent),




Pootwear (2.8 per cent), Industrial Chemicals (2.3 per cent), Cther Chemical
products /2.2 per cent), Furniture and Fixtures (2.2 ver cent), Metal Products
(except Machinery, 2.1 ver cent). The res: of tre manufacturing sectors
contribute less than 2.C per cent to the )X7i of Paresuay. Clearly, as is shown
in Table 6, there are substantial differences in the shares of Paraguay's maru-

facturing branches and th: average snares of the Latin American comparison group.

Growth rates by industry of real manufacturing value added in Paraguay are
summarized in Table 7. These data, altnouzh not sirictly comparavie to the data
reported earlier in Table 5, are interesting in light of the overall growth
patterns in zanufacturing reported there.1

The data in Tabie 7 suggest that the increases in the rates of growth of
several of the manufaciuring branches, coincide with the increase in growth
of total real manufaciuring value added iu ithe 1370s reported in Tabie 3.
Rapid growth rates are reported (Table 7), especially bv the branches of
Beverages, Textiles, Wood products, Petroleur Refineries, Plastics, Metal

products (except Machinery), Non-ferrous lietals, and Pottery.

Tne last column of Table 7 also indicates a pattern of shifts in the
composition of manufacturing value added over the period 1960-1273. Alihough
there are differences irn growih rates betweern indusiries, only *two industiries

=

reported aosolute declines.

;/ The data reporied in Table 5 are based on reported national income
accounts. The growth rates reported in Tatle 7 are based upon siatistics
of industrial activiiy, which report manufacturing activitv on a2 iifferen:
Dasis. Any inferznces drawn oy comparison sf ihese data must de taken as
tentative.
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Tadie ] Arrmual growth rates of real manufacturing value added,

Parsguay, 13:9-1915
Brsach ISIC  1970- 197:~ 1972- 1973~ 1974~ 1975~ 1976~ i377- 1960-73
1971 1972 1973 1974 19715 1976 1977 1§78 TCRe

Tood products 3110 2.8 1.8 -6.2 8.7 -11.4 5.0 11.4 -1.§6 2.1
Beverages 3130 -2.9 4.7 19.4 15.0 8.7 7.0 137.4 38.8 10.5
Tobacco 3140 0.0 15.) 4.7 21.5 4.2 <5.9 2.1 -15.5 2.}
Textiles 3210 -14.8 23.8 17.9 9.8 -0.9 -0.9 76.8 18.1 5.9
Vearing spparel 3220 2.0 -5.2 10.1 0.0 2.0 4.0 1.9 9.4 1.}
Leather and fur products 3230 2.3 2.3 1.l 6.5 -5.6 2.0 4.8 -6.3 2.1
Pootwsar 3240 2.3 3.3 3.2 1.0 3.1 6.0 1.9 3.7 S.l
Wood products 3310 2.6 47.5 22.0 25.¢ 1ll.l1 -11.9 25.0 20.9 12.8
Purniture and fixtu.es 3320 3.7 4.8 5.7 4.3 3.1 1.0 2.8 3.6 3.8
Paper 3410 0.0 0.0 1.3 34.2 -5.6 3.0 2.9 -3.7 9.2
Printing and publishing 3420 3.3 8.0 1.3 5.0 19.0 -i.9 19.4 6.8 5.6
Industrial chemicals 3510 10.3 -1.8 1.9 -3L.7 37.0 16.0 -9.2 17.8 -l.5
Other chemical products 3520 2.7 0.0 18.4 -3.2 14.9 30.0 -6.3 -16.6 6.4
Petroleua refinsries 3530 0.0 13.3 19.1 -11.5 1.0 11.0 235.1 20.0 12.0
Nisc.products of petroleum and coallSd0 (0) (0) (o) (0} (o) (&) (o) (@ -
Exbber prodzcts 355% 3.3 2.2 0.0 2.1 3.1 29.0 4.7 9.6 1.2
Plastic prodacts 3560 0.0 137.5 0.0 115.8 -16.6 15.0 8.7 4.8 41.8
Pottery,china and er—"wmare 3610 11.7 -1.4 3.0 20.6 22.0 16.0 17.2 -5.0 0.2
Class _ 3620 0.0 100.0 -£.8 £1.5 -13.7 52.0 -0.5 -26.9 -2.5
Otbher nop-setallic minsral products3é90 11.7 -l.4 1.0 2.6 2.0 16.0 7.2 -5.0 1C.2
Iron and steel 3710 52.1 2.8 -26.c 6.1 14.9 25.0 7.2 T.5 S.3
Son-ferrous setals 3720 22.7 16.7 5T.1 1.2 0.0 5%6.0 -15.3 4.5 0.0
Metal products, except sachinery 3810 1.1 3.4 9.8 4.0 =4.7 =3.9 ¥.4 16.5 6.8
Joo~electrical machinery B ¢.0 =31 4.4 2.1 3.1 6.0 1.9 1.9 1.9
Electrical machinery 3830 -2.1 -5.4 5.8 7.7 2.0 10.0 5.5 4.3 3.9
Trensport equipaent 1840 -2¢.6 -5.2 12.7 2.5 22.c 3.0 6.1 5.8 &.8

Professiomsl and scientific equip—
sent, photographic and optical

tools yBso €2 4.l 6.6 2.1 1.0 15.0 6.1 3.3 1.2
Other mamfactures ' 1900 =30 =62 45 32 42 170 LT 2.5 2.1
TOTAL 1.1 5.2 3.3 6.6 -l.1 5.8 12,8 6.4 4.7

Source: Industrial Data Svstem, op.cit,

ICR: Trend growth rate

2. Endowments for Industrialization

Paraguas's most important economic secior is agriculture, contributing
approximately one third of gross domestic product. Among the agricultural
oroducts, cotton is the most important and comprises about 35 per cent of
Parasuay's export earnings. Other agriculiural products which are exvorted

include oil seeds (mainl:r soya), timber, ani others.




Transporiatiorn and communications are still rudizentarv. The isolation
of the country has been broken in recent years through the development of air
services. However, only itwo airporis can receive four-ensined commercial air-
craft. River transportation, which is the main mode for trade, is beset with
navigational problems and high freight rates. The main port at Asuncidn has

beer. expanded and now handies tetween 217,00 - 330,000 tons of shipmentis.

The road network is gradually expaniinz. Of the 8,500 km of roads,
1,00C k. are asphalted. The public razilwar system serves mainly the routs bet-
ween the two mair cities Asuncidén and Zncarmacidén. There are oprospecis {or
further develcpment of the railway system with tne signing of 2 contraci between
paraguay and Brazil for building railway lines Detween 3razilian amd Paraguayan
ports.l/

Human resources, in general, are not weil developed mainly because the
general level of education is low., Adout 33 ver cent of ihe population, 15 years
or older, has not studied veyond the primary level. Resources for rural education

nhave been much lower than thoseobtainable in urban schools.

Paragiayan tourism is small bui zrewing. In aporoximately a decade, the
S M > 1]
number of tourists visiting the countrr has aimost tripled (from 63,000 tourists

in 1963 to 175,300 in 1977).3/

Paraguay is self-sufficient 1n eleciriciiy. water resources are aoundant
and further nyiro-eieciric development is under war with energy exports alreacv
in effect to 3razil and Argenzina., Consiructicn of the 3raczilian-Paraguayan
hydro-electric power station at Itaipd, on tae Parana river, started in 1975.
The scheduled capacity is 12.6 million kw. Installation of the first generating
unit is scheduled for 1381, Anoiher Parana river vroject is the Yacyreta nydrec-
electric project. Besides water, other sources o7 energy (relatively of little

importance) are those of firewood and chzrcoal.

1/ ABECOR, opn.cit.

2/ Tourism is expmected to receive a new Doost with the completion of constructior
of the Itaipi dam. The area is well sougnt cty international tourism.
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5o Location and Ownersnio of Induisizy

There is a concentration of industrial activity (61 per cent of the
industrial firms) in the municipal area of Asuncidén. In Encarnacién, the
second major city of Paraguay, more industrial development is expected to
take place once the Yacyreta dam is completed and the city's port will be-
come fully utilized. Foreign capital is invesied in the bigger private industries.
Public investment is concentrated in infrastructure. Pirect public investment in
industry is limit2d to public enterprises like the National Cement Industry
and the Konopoly of alcohol. However, indirect public investment (in the form
of credits and tax incentives) is directed to both the sectors of agriculture

ami industry.

4. Industrial Objectives and Strategy

The Paraguayan govermment's industrial policy, as stated in the 1977-31
ievelopment plan, establishes the objectives of accelerating indusirial and
employment growth; increasing industrial productivity; achieving a betiler
regional distribution of enterprises; promoting export-oriented industries
(especially agro-industries); and developing new industries based on utilization
of local raw materials. The policy tools to be used for achieving these gzoals
are those of fiscal incentives, credits, development of infrastiructure 2nd

public services in general.

The government's specific strategy for the industrial secto:r is aimed at
fostering a favourable private investment climate through generous fiscal in-
centives. The main instrurments of this strategy are Law No. 550 of 1976 (which
replaced Law 5o. 216 of 1370), ari Decree %o, 40840 of 1978.

5. Obstacles to Industrialization

The backbone of the economy and of industrialization is agriculture.
Approximatelv 60 per cent of value added in industry is derived from processing
agricultural products. However, there is a dualism in the agricultural sector:

small farms are owned by indigeneous farwers while the larger ones are owned




by foreigners. The smallholders have no or little access to credit and other
support services and their farming is mere cof a subsistence nature. Although,
there is a iransition process from subsisience o commercial farminaz, produét-
ivity still suffers from the existing cdualism resulting, indirectly, in lower

agro-industrial output.

Another obstacle to industirialization is the inadequacy of long-term
firancing for mernufacturing firms wnose scale of overations and liquidiir
needs are by ‘ar larger (as a result of sharo increases in azgregate demand)

than the available collateral.

Finally, the administrative procedures andi capacity of the governmment are

not keeping up with the growth and dynmanise of the economv.
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Paraguay's greater potential for growth lies in agro-industriai exporis.
There is also a rapid increase in the dszmestic demand {or basic consumer goods.
It should be noted in this regard that the oper. economic policv pursued by the
Government is perhaps preventing the devalorment of inefficient import sud--

stitution industries.

Table & reports total imports and exports betweern 1371 and 1979, average
anmual growth rates and the balance of trade. The trade data, however, are noi
comprehensive. Reportedly, data problems arise from the large volume of un-
recorded trade. Specifically, the discrepancy between registered trade fizures
and those derived frecm partner country data may de a2s much as 50 per cent.l/
Moreover, the listing of FOB prices understates imports up to at least IC per
cent of their real cost.g/ Bve:n with the downward biased reported import prices,
the trade deficit has increased sudstantially since 1977. Clearly, this deficit

would be larger if c¢.i,.f. impert prices were recorded.

a . Average
Year Value of expor:s "ni"““ ’f'nr Value of imports 1 rates \;/5‘}.::;: of
of erowsh (™)e/ of zrowth {7CP)
im 65 1971 70 -5
1972 86 1972 70 16
r-rd
1973 127 1971-1979: 1973 105 1971-1979:
1974 170 1974 in -l
18.5 22,7
1975 176 > 1975 179 -3
1976 181 1976 180 1l
1977 219 1977 255 24
1978 257 1978 118 -61
1979 3¢5 1379 432 =.27

¢ Imports are in f.o b. prices.
s/ UN, Monthlz Bulletin of Statistics, Vol. XXXV, No.3, March 1981.
b/ TCR o Trend growts rate.

l/ I3RD, Report No. 2461-PA, E-onomic lemorandum on Paraguay, Mav 1379.

g/ This is a rough estirate based on educated guesses. See: U.S. Tariff
Commission, C.I.F. Value of U.S. Impcrts, Feo.7, 1967.




Impcrts have been increasing at an annual average rate of 22.7 per cent
vetween 1971 and 1979, while exports are lagging slightl: behind with a 18.35 per
cent average growth ate. The financing of the gap between imports and exports
has been achieved ihrough private capital inflows. Although, private capital . :
flows are volatile, the uncertainty of the current account is mitigated oy the

recent rapid expansion of exports and treir increasing diversification.

Sxports ard imports 9y product for the year 1373, are reported in Table 9.
Among export commodities, cotton fibreg/ earnings account for 33 per cent of
total export proceedings followed oy the expor:t earnings from oilseeds (23.9 per
cent), timber (15 per cent), tung and essential oils (3.9 per cent and 3.4 per
cent respectively), and tobacco {3 per cent). The rest of exported commodities
contribute less than 3 per cent to export earnings. Among imports, fuels ard

iubricants, machinery, vehicles and parts are the predominant commodities.

Table 9 Parasuay, wain commcdities traded in 1979
in per cent

Exports (fob) 1979 Imports (fob) 1979
Neat products 1.9 Nachinery 20.8
Tiaber 15.0 Vehicles and parts 16.5
Tobacco 3.0 Beverages and tobacco 10.8
Oilseeds 28.9 Pusls and lubricants 22.8
Cottou fibre 35.0 Iron and steel products 8.1
Hides and skins 2.2 Chenicals etc. 6.8
Coffee 1.2 Wheat and flour 2.2
Tang oil » 23.9 Other metal products 1.
Essential oils 13.4 Paper products 2.1
Quebracho extract 2.2 Other Zoodstuffs il
Cocomut oil 2.3 Agricultural equipment 2.9
Pruit and vegstables 1.2 Textiles 2.5
Yorba maté 0.4

Total <rade

(in 1.5, § Xi.) 2680.8 382.8

Source: Banco Central del Paraguay (Cited in E.I.U., rterly Economic
Review of Om Paraguay, Annual Supplement, 1990).

Among the largest trading partners are Arzentina, Brazil, Fed.Rep. of

Germany, the Netherlands, Algeria, Japan, Italy, Switzeriand and the USA,

1/ IBRD, op.cit.

2/ Between 1377 and 1977, the price of cotten has increased aporox. by
100 per cerx.




Table A-l
PARRAGUAY

"SHARES OF ECUNOMIC SECTOR VALUE AUDED IN GDP MINUS STAT.DISCRe FOR PARAGUAY

YEAR AGRICULTURE MIN.&QUARR.'MANUFACTURING””UT[LITIES 'CONSTRUCTION‘””SEHVICES”WW"MWT'“"”w”'”

1960 38.15 ’ V.13 loe6T V.58 o 2,41 'S B
19501 ' TI8e4T T T T 7T el T T 16693 S heh2 T T T 2413 T 4683 0 T ' C
1962 3.2 T T B0 T C 19415 i GWBB T L e§B e gy g e s e
1963 T30 T T 0.1 T T T 15.2) N | 1~ 1 - L 2 1 P

1964 420 T Dele T 1He50 0694 T T T 24T T T 39602 T T T T
1965 TURZeND TTTTTTTT T 13 T T TTTIN5408 7T T T 06852 T 7T T 242467777 39,087 T m e
1060 R Dods T T 1G9 T T QeBR T T T dubl T T g g T e e e
1907 : C3yee9 T ovule S laenft T DeBO T pUEd T g ey e e e
1908 T 38e2 T T 0,06 7 T T 1507 0 VeSA 77 7T T 24,49 T T T R2425 7 T 7 T T

1969 TOUTTTIT38419T T T D406 TTTTTTTLE.00 T T T 0669 T T T T 206 T T T 42461 T T T T
1970 T 38l T T 0. 07 T T 16e21 " 0.88 7 T 2.68° 77 T 41,95 T ‘ |
LST1 3736 T 016 T T e T T 1e03 T T T RuéT T T 42,3170 :

1972 7 7 30473 T T 0L1T T 6T T T hedT T T 2,87 v2e 34 T

1973 77T 36497 T T 06157 T TG 04 T T T T a3 7T T 3,09 T T 4 27 T T T T T
1974 77 7T 37425 T BW16T T T T 16672 T T T T 1625 0 TTTTT 73426 T T 4G37T T T T T

1975 7 T3l T T T Dl T T 1563 7 7 T lebdbd T T 3,767 42408 770
1076 - Jgeon 0u28 T LB 3h T T ] e T g L R T B G e v e e
1977 T 0. 28 182 o 1e65 T T 4LBa :mmwjm 6l??6‘Wm"mnm.H.“.w,.w“

ALl shares in per cent, - )



Table A-2
PARAGUAY

GRUMTH=RATES OF E€CONUMIC SECTOKS AND GDP FDA PAHAGUAY

YEAR ~ AGHRICULTURE " MINJLQUARR. = MANUFACTURING UTILITIES © CONSTRUCTION SERVICES B L POPULATION =
1960~-A1 T Be2 T 7T =940 T Ted I L ~6.3 T 6e9 T 6e0 2.6
1961-62 1d.7 -39.7 - TY ) Yo ~3.4 -1.7 Sed 2.6
1962=6A3 lev ) 8lev ) e T LH 17.3 1.6 N 2.3 - 2.6 -
ivel-6a 30T T TT2%) T T T eed T 5,7 0.8 5.1 N T | 2.6
1964=6> 6.9 T G835 0 G 298 b8 64 2.6 _
1965=66 «2.9 T TTT8,8 T T 2.1 1.0 " 19,5 2.0 0.6 2.6
19060=0{ 2e0 ’ -18.7 ’ T Be9 ’ 2047 13,4 Fel 6.2 2.7
1961=0Y4 T hel T T bl 6T 7T T el T 2427 7T T @3 7T T bet T 3.3 "Rl
1968=69 = 2.4 I L T = 1% T § P | 4.5 4.1 T 2eT
19€9=-70 %3 T 228 7 T 707 T 35070 7 T Te2 5.1 T 662 XL
1970-71 Led 7777 7TTTTTIR64T T T T 5467 22.1 T léé 0 T S.1 T &I - T248° -
1971=-72 LTS I P ) t.2 19,5 2.7 5.4 5.3 2.8
1972-73 BeB T T T =07 D IS 224V : 16,5 6.7 " B.0 2.8 7
1973=72 77940 TUTTTTTT TIALT T T MeY T Y 2.2 7 T la.0 T T.0 T 8.2 T 249
1974=75 =~ 3.8 7 _' TR T T w2 "__ 2.7 21.0 C 6.6 " 4.8 - 2.9
1975-76 TT8e27TTT T TTURYST T T ’ 5.7 T 23.7 T 1T.9 T 9.0 T 7.1 " 249 !
1976=TT ~ 796 7T T T 72443 T T 18.6 7 1w ’ 3l.8 10.0 121 .3.0 vc-;,
|
FOR EVE-Y PERLUDs FHE FIRST LINE SHUWS THE COMPOUND INIEREST=RATESs THE SECOND LINE THE THEND=GROWTH=RATES,
1960=77 ° ~ 7" S0 T T 7 10,8 T Set ’ 12,2 10,0 T Beb 5.6 7 2.7
1960-77 "'i 6._] __ V_S’_.ﬂ' T YS._Zi‘ " .' 13.4d _ 9.5 5.% 5.2 2.7
1960=05 7 7 T« 7T TTT T T8, T T 2.8 7T T 243 3.3 3.7 4.9 2.6 77
19690-a5 'f"j'?-D'“—fii— Tl T T T 26477 T d.2 4.0 3.1 46 2.6
1965-70  "T1eT T =b.9 T T 5.6 T 1549 1.9 ' 5.5 " al 2.7
1965-70 Tle? T =163 7 7 T 5677 T 15.2 6.5 " 5.u 402 T 247
1970=75 7 "Sed 77 7T 7T 28,1 - 9% I 17.0 13.5 b.2 -T2 2.8 77
19'0“75 o 5-19. L 21.1 . 6.0 ] lb.‘. 7 l2o9 b.e 6.‘ . 208
1975~717 led T T T 3247 11.9 T 1t 24,7 ‘ 9.5 9.9 2.9
1915=77 7 7.4 7 T 32,777 7 1y 17.7 2447 9.5 99 2.9 = ‘
All growth rates 1n per cent, | .
- 1 - - L Y







