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Preface

This industrial development rev'ew of Paraguay has been prepared by the 
Regional and Country Studies Branch of UNIDO's Division of Industrial 
Studies. The aims of the review are to present a general picture of the 
country's economic and industrial development and to provide the readers with 
additional information to be used in activities relating to technical 
assistance, industrial redeployment and restructuring, and investment 
promotion and cooperation.

A considerable portion of the data analyzed in the industrial development 
review has been provided by the Statistics and Survey Unit of UNIDO's Division 
of Industrial Studies. Industrial development reviews will be updated 
periodically as new data become available from UNIDO's statistics data base, 
from national information sources, and from the feedback received from the 
users of the reviews.

The views and comments contained in this study do net necessarily reflect 
those of the Government of Paraguay nor do they officially commit the United 
Nations Industrial Development Organization to any particular course of action.

This document has been reproduced without formal editing.

The designations employed and the presentation of material in this 
document do not imply the expression of any opinion whatsoever on the part of 
the Secretariat of the United Nations concerning the legal status of any 
country, territory, city or area of ics authorities, or concerning the 
delimitation r.f its frontiers or boundaries.

Mention of company names and commercial products does not imply the 
endorsement oi the United Nations Industrial Development Organization (UNIDO).
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EXPLANATORY NOTE

The structure and organization of information in the report follows the 
established outline for Industrial Development Reviews. The heading on each 
page gives the data on which the information for that section was gathered and 
analyzed, and the page number within sections or sub-sections. Page 2.5.2, 
for example, identifies the second page of information on ’’Performance of the 
Manufacturing Sector", which is sub-section 2.5.

Regional classifications, industrial, classifications, trade 
classifications and symbols used ir* the statistical tables of this report, 
unless otherwise indie;ted, follow those adopted in the United Nations 
Statistical Yearbook.

Dates divided by a slash (1970/71) indicate a crop year or a financial 
year.

Dates divided by a hyphen (1970-71) indicate the full period, including 
the beginning and end year.

In tables:

Three dots (...) indicate that data are not available or are not 
separately reported;

A dash (-) indicates that the amount is not applicable;
A blank indicates that the item is not applicable;
One dot (.) indicates that there is insufficient data from which to 

calculate the figure.
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December 1983

1. OVERVIEW OF PARAGUAY

1.1 The country and its people

Two distinct regions can be identified in Paraguay: .he area to the east 
of the Paraguay River which covers 39 per cent of the territory and holds 
approximately 98 per cent of the population; and the larger area to the west 
which is virtually uninhabited. The eastern area contains the most fertile 
soil for agriculture and the more valuable forests. The region enjoys 
significant hydroelectric energy potential in the Paraná River. The total 
planned capacity of three hydroelectric projects, Itaipú (with Brazil), 
Yacyreta and Corpus (with Argentina) has been estimated at 20,000 MW.

BASIC INDICATORS BOX No. 1 
Country Data

Area: 406,752 Km2

Populat ion: number: 3,026,165 (1982)
density; 7.4 inhabitants per Km2

growth rate: 2.6 per cent 1970-81
2.3 per cent, prospective
1980-2000

labour force: 1,337,312 (1981)
adult literacy rate: 84 per cent (1977)

life expectancy: 65 years (1980)
infant mortality rate: 46 per 1000 live births (1981)

Independence: 14/15 May 1811

Language: Guaranf, Spanish

Currency: Guarani ($); US$ = 126 t

Sources: World Bank, World Development Report 1983; National Census, July 1982
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The majority of the population of Paraguay live in rural areas. The 1982 
census indicated that che 31 per cent of the population is concentrated in the 
Central Region and Asunción (the main city) and its surroundings. The 
inhabitants of Paraguay are largely of Indian or Spanish origin. In average 
the standard of living is similar to, and in some aspects higher than, other 
Latin American countries. Consumption of calories is 122 per cent higher than 
the minimum requirements (107 per cent is the average for Latin America), and 
life expectancy, at 65 years, is the same as in the rest of the continent. On 
the other hand, infant mortality is relatively higher, 46 per 1000 of live 
births. Although reliable data are not available, it is generally

BASIC INDICATORS BOX No. 2 
Resources and Transport Infrastructure

Resources
cash crops: maize, soybeans, rice, cotton, 

tobacco and wheat

1ivestock: cattle 5.4 million head (1981)

forests: 20.3 million hectares 
51 per cent of land area

energy: significant hydroelectric potential 
in the Paraná River

Transport

roads: 1,000 Km (asphalted), 7,500 Km other

railways: 480 Km (1981)

ports: Asunción, Encarnación, Pilar, 
Villeta, Concepción and Presidente 
Franco

airports: Asunción (international), 
Presidente Stroessner

Source: The Economist Intelligence Unit , Quarterly Economic Review of
Uruguay and Paraguay, annual supplement 1983.
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acknowledged that the distribution of income is very uneven, particularly in 
rural areas. The persistently poor employment conditions in the country over 
a number of years have led to a migration of workers, primarily to Argentina.

The vast land area suitable for agriculture is the primary source of 
employment, export earnings and industrial inputs. Livestock, and meat 
processing, was formerly the basis of the Paraguayan economy but in recent 
years soya and cotton have emerged as the principal export crops. At present, 
about 60 per cent of manufacturing value .ed and 95 per cent of export 
earnings come from the agricultural sector. In 1981 the sector provided 
employment for almost 50 per cent of the labour force. Timber exports of hara 
and semi-hard wood are also important, uiid increasing the share of wood 
products in industrial production is a major government target.

Government investments, aided by World bank lending, in the development of 
major and rural roads has contributed to the expansion of the agricultural 
sector. The major railway line is from Encarnación to Asunción. There are 
additional railways in the Chaco region, primarily privately owned.

Mining is not a major contributor to GNP. Salt and limestone are the only 
minerals currently extracted although exploration and economic feasibility 
studies have been undertaken for the known deposits of iron ore, manganese and 
copper, and exploration for petroleum continues.

The hydroelectric potential of Paraguay's river systems provides the 
country with a great natural resource. Energy supplied from the recently 
opened Itaipú dam (joint project with Brazil) is hoped to offset current oil 
imports and provide export earnings since the eventual total production of 
hydroelectricity will surpass the country's demand. Economic recession in 
these neighbouring countries, however, may limit export possibilities.

3
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1.2 The Economy

BASIC INDICATORS BOX No. 3 
GNP.. GDP, and Structure of the Economy

Gross National Product per capita: US $ 1,300 (1980)

Gross Domestic Product total: US $ 5,624.5 million (1981)

Structure of the

growth rate: 9.5 per cent (annual average 
1974-1981, in constant 1970 
dollars)

Fconomyf/ agriculture: 
industry: 

construction: 
services:

24.7 per cent
16.7 per cent 
6.6 per cent

42.2 per cent

a/ In per cent of GDP, measured in current prices, 1981.

Source: Banco Central del Paraguay, Cuentas Nacionales, 1974-81.

Note: The sectoral breakdown in 1981 according to the World Bank, World
Development Report 1983 was: Agriculture 28 per cent; Industry 26 per 
cent, including 17 per cent for Manufacturing; and Services 46 per 
cent. GNP per capita, calculated according to the World Bank Atlas 
method, was $1,630 in 1981.

The services and agriculture sectors are by far the two largest 
contributors to Paraguay's Gross Domestic Product. As illustrated in Figure 
1, agriculture's share in GDP has been in decline since 1960 while the 
contribution of construction has grown, especially since 1975 - stimulated by 
the large hydroelectric projects.

After a period of economic stagnation lasting several decades, Paraguay 
experienced a recovery in the 1960s when the growth rate increased at 4.2 per 
cent per year. This performance was improved further in the 1970s: economic 
activity increased at a rate of 7 per cent per annum during the first half and 
then accelerated sharply between 1976 and 1980 at a growth rate of more than 
11 per cent per year. This extraordinary accomplishment was the result of a 
combination of events. Paraguay experienced a vigorous expansion of 
agricultural output (particular1y of crops with a solid external demand, such 
as soybeans).

4
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The economy was stimulated by the construction of the Itaipu dam, 
considered to be the biggest hydroelectric undertaking in the world, which 
began to generate power early in 1983. During the first years of ,'he 1980s, 
however, Paraguay experienced a deceleration of its growth rate and in 1982 
suffered a severe recession.

Since 1973 Paraguay has had a widening deficit in its trad,» balance due to 
significant increases in the costs of imports and relatively slower growth in 
exports. In recent years the gap was financed by inflows of private capital 
and receipts derived from the construction of Itaipu, which are considered 
part of the external accounts of the country. However, in 1982 the 
balance-of-payments profile worsened as the positive net movement of capital 
flows was significantly reduced. As a result, Paraguay's gross external debt 
was estimated in that year at USt 1,350 million, twice as much as in 1979.

Future prospects are strongly related to future energy exports to Brazil 
from Itaipu, since half of the generating capacity of the dam is allotted to 
Paraguay and the country is not in a position to make use of most of it. The 
external sector will be also affected by the investment schedule of the two 
hydroelectric projects with Argentina and by the economic development of its 
two largest neighbours.

BASIC INDICATORS BOX 4 
Prices and Exchange Rates

Year Consumer Prices Index 
(1980=100)

Official Exchange Rate 
(end of period rates)

1970 1 US $ = 126.0 guaranies
1975 " 126.0
1976 52.7 " 126.0
1977 57.6 " 126.0
1978 63.7 " 126.0
1979 81.7 " 126.0
1980 100.0 " 126.0
1981 114.0 " 126.0
1982 121.7 " 126.0

Jan-June 1983 132.47 " 126.0

Sources : IMF, International Financial Statistics, October, 1983; Yearbook 1979.
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Since 1960 the government has maintained an exchange rate of 126 Guaranies 
Of) to the dollar. However, in July 1982 a second rate of 160 & per dollar 
was introduced for some transactions, but debt service payments are continued 
at the old rate. Black market exchanges are two or three times higher.

BASIC INDICATORS BOX No 5 
Foreign Trade and the Balance of Payments

In 1981

Exports: total: US$ 295.5 million
main goods: cotton, soybeans, wood, vegetable oils

main dest inations: Argentina, Brazil, FRG, Japan, USA.

Imports: total: US$ 725.0 million
main goods: mineral products, machinery, 

electrical equipment, transport 
equipment.

main origins; Brazil, Argentina, USA, Japan, FRG.

External Debt: US$ 948.6 million

Debt service ratio of:
GDP; 1.9 per cent

total exports: 36.9 per cent

Foreign currency reserves: US$ 781.3 million

Inflation rate: 13.4 per cent annual average 
1971-1981.

Source: Banco Central del Paraguay, Boletín Estadístico, March 1983 ;
Cuentas Nacionales 1974-1981.

- 6 -
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Figure l: GDP by Economic Sectors 1960-1981

1j At constant prices in million of ÜS dollars at 1970 prices.
Uonrce : ’\CT,A, United .'-a tiens.
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1.3 Manufacturing sector

The industrial sector's share of GDP has been relatively stable for the 
last two decades. In 1960 its contribution was 15.1 per cent, in 1970 it 
increased slightly to 17.5 per cent and by 1981 had decreased slightly to 16.1 
per cent. For the period 1970-80 the average annual growth rate of the 
manufacturing sector was 7.7 per cent. However, in 1982 the sector is 
estimated to have contracted by some 4.5 per cent.

The development of the manufacturing sector in Paraguay faces a series of 
significant constraints. The small size of the internal market and the lack 
of sufficient infrastructure are among the most limiting factors. At the same 
time, the strong competition offered by products originating in Argentina and 
Brazil - not hampered by an adequate protectionist mechanism - is also 
responsible for the limited development achieved.

The manufacturing sector depends heavily on development of the 
agricultural sector and, as will be seen, agro-based industries are its most 
important branches. On the other hand, the growth of the construction sector 
has also generated strong demand for sertain manufactured products. In the 
coming years, expanded availability of electricity for the country could 
greatly influence growth ir. the manufacturing sector. Energy-intensive 
industries probably will receive a boost which will have an important impact 
on the future profile of this sector.

Manufactured exports are directed primarily to Argentina and Brazil, and 
these countries' economic growth and import policies reverberate strongly in 
the Paraguayan economy. Main exports are processed agricultural products - 
primarily oils (tung oil, coconut oil and others), timber and cotton.

8
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BASIC INDICATORS BOX No. 6 
The Manufacturing Sector

Manufacturing value added (MVA): USi 513.2 million (1981, 
constant 1977 prices)

in

MVA per capita: USi 170.5

Employment in industry:

Number :
% of total labour force: 

MVA per worker:

207,787 persons (estimate 1981) 
15.5 per cent 
USt 2,470

Export of manufactures:

va iue : USi 231 million (1980)

main goods : cotton, processed goods, 
oils

an ima1

destinât ions : Argentina, FRC, Holland, Brazil

Import of manufactures:

value : USi 379 million (1980)

main goods: petroleum, machinery, transport 
equipment

origins : Brazil, Argentina, USA, Japan

Source : Banco Central del Paraguay, UNIDO data base.

9



2. STRUCTURE AND PERFORMANCE OF THE MANUFACTURING SECTOR

2.1 Growth and structural changes of value added in manufacturing

Total manufacturing value added in 1981 was estimated at US$ 313.2 million 
(constant 1977 dollars). Nearly 40 per cent of MVA was contributed by just 
three agro-based branches; food products, beverages and tobacco. Other 
important branches were petroleum refineries (16 per cent), wood products 
(14.4 per cent) and textiles (7.4 per cent) (see Table 2). In terms of their 
final demand, consumer goods accounted for 52 per cent of total value added; 
intermediate goods for 46 per cent; and capital goods for only 2 per cent.

Development in individual branches of industry varied significantly over 
the period 1970-81 . Consumer goods’ share of manufacturing value added 
decreased (in current values) from nearly three quarters of the total to about 
one half. This performance was the result of a relatively slower growth rate 
(see Table 1), particularly for food products and tobacco. The opposite trend 
has occurred for intermediate goods. Their share has doubled in the period 
from less than one quarter to approximately half of total value added. The 
primary sources of this growth have been i) wood products, whose extraordinary 
expansion was due in part to the demand originating from the construction of 
the Ttaipu dam, and ii) petroleum refineries, whose share increased from 5.2 
per cent in 1970 to 16.3 per cent in 1983 as a result of the significant price 
increases relative to other manufacturing goods.

The high growth rates in a few branches must be viewed within the context 
at the overall limited development of Paraguay's industrial sector. For 
example, the three digit growth rate for glass products in 1978/79 is 
explained by the entry into operation of a single industrial establishment. 
Other figures of somewhat unusual significance are also explained by the 
start-up of new establishments, the enlargement of existing ones or, in the 
case of negative values, by the slowdown in the output of a couple of 
industrial undertakings.

Paraguay 2.1.1
June 1983
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In concluding this brief characterization, an imnortant comment on 
Paraguay's industrial statistics is in order. The last census of the sector 
was carried out in 1963 and has been used to construct the sample from which 
the yearly estimates are derived. This means that changes which have occurred 
in the production methods used by industrial establishments since 1963 and the 
entrance of new firms are not adequately taken into consideration.
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S ,l.‘?C<: : Banco Centra l  ¿¿1 Par. '^uay "Cuentas  Nacionftlea 197U/1977" No К  " С и с п С а ь  N a c i o n a l e s  1 9 7 4 / 1 9 8 1  No 18

"Cuentat  NuMnrale*  l ‘>7' ,*/W)*1* V/ 16
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Table 2i Structural Chames of Valu» Added In Manufacturing. 1970-1981
(Sectoral statut (Percentages) on the basis of Valúas In National Currency at Currant Fricas)

1SÏC ISIC-DESCRIPTION 1970 1971 1972 1973 1974 1975 1976 1977 1979 1979 1980 1531

31 >0/3120 Food products 47.7 50.8 46.7 43.2 42.5 36.6 37.2 34.5 32.ij 30.1 29.4 29.3
3*33 Beverages 6.7 5.9 5.5 5.6 5'. 4 6.1 6.4 6.5 7.4 7.5 7.4 7.5
2i;o Tobacco 4.1 3.8 4.0 3.3 3.2 3.4 3.4 2.7 2.4. 1.5 0.9 1.0
3210 Tcxtllsa 6.a 6.1 6.5 7.7 6.6 6.8 7.3 13.1 14,4 9.4 7.7 7.4
3220 Wearing apparel, axe footwear 1.0 0.9 o.a 0.6 0.7 0.7 0.7 0.6 O.b 0.7 0.4 0.4
32 ju luathur produces, axe footwear 4.9 4.3 6.0 7.0 6.2 4.3 4.6 3.9 3.6 3.5 1.7 3.2
J--W ■OUtWvar, CaC tuoour or plOOtlC 3.0 2.5 2,t> 2,0 2.2 2.6 3.2 2.7 2.0 3.2 3.0 3.1
3310 Wood product*, axe fumlturs 4.3 4.5 6.6 7.0 7.7 11.7 8.3 8.3 10,3 14.8 16.5 14 .4
3i:e Furniture, exc metal 0.9 0.9 0.9 1.0 0,9 1.0 l.i 0.9 o.rt 1.2 1.1 i.i
3413 Papal and products 0.1 0,1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
3120 Printing and publishing 1.8 2.3 1.9 1.9 1.7 2.0 2.1 2.6 2.1 3.7 4.1 4.1
3S10 lnd~*trlal chemicals in 1.6 1.4 1.2 0.7 1.0 1.3 0.9 1.0 0.8 0.7 0.8
3520 Other chemicals 3.7 2 2 2.6 3.7 2.6 2.6 3.2 2.6 2.5 2.1 1.6 1.3
3530 Petroleum refineries 3.2 3.6 6.1 6.7 U.4 11.6 11.5 11.7 10.7 13.3 16.3 16,3
3540 Misc. petroleum and coal products - - - - - - - - - - - -
3550 Rubber products 0.0 0.0 0.0 0.0 0.0 0.0 0.0 o.c 0,0 0.0 0.0 0.0
3560 Plastic product* 0.1 0.1 0.3 0.4 0.6 0.7 0.6 0.6 0.5 0.7 1.0 1.5
3Ó10 Pottery, china, aarthenwara 0.0 - - - - - - - - - - -
3620 Class and products 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.1 0.1 0.1 0.2
3'>i0 Other non metallic mineral products 3.8 3.4 3.5 3.0 3.2 4.4 4.7 4,5 4,1 3.7 4 .4 4.4

3710 Iron and steel 0.1 0.2 0.2 0.1 0.1 0.1 0.1 0.0 o.o 0.0 0.0 0.0
3720 Nun ferrous setsls 0.0 0.0 0.0 0.1 0.1 JO. 1 0.1 0.0 0.1 0.1 0.2 0.3
3510 Fabricated metal products 2.5 2.7 2.4 3.2 2.6 2.5 2.2 2,3 2.3 1.8 1.6 1.8
3S20 Nachlnory, exc electrical 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
3S30 Machinery electric 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 o.O 0.0 0.0 0.1

35-iO Transport equipment 1.2 0.B O.tt 0.8 0.4 0,9 1.0 0.9 0.8 1.0 0.9 0.9
3550 Professional end scientific equip. 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.1 0.1 0,1 0.1 0.1
3200 Other manufactured products 0.5 0,5 0.4 0.4 0.3 0.4 0.4 0.3 0.3 0.4 0.4 0.5

3000 TOTAL MANUFACTURING 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 10 0 . c 100.0 100.0 100.0

TOTAL KA.VJV. (in millions of < ) 11,803 12,970 14,879 18,549 28,091 26,074 31,686 41,987 49,674 63,463 2J,£62 107,55+

CHAT.5 (in tsUllans o( t ) 690 753 e u 1,484 2,247 1,685 2,535 3,150 4,005 6,146 S,47o 10,575
TOTALS (in million* of C ) 12,493 13,731 15,693 20,033 30,338 29,759 34,221 45,137 54,419 69 ,609 92%J36 118,469

SOlP.ifc ; ¿anco Central del Paraguay "Cuenta* Nocionales 1970/ 1977" No 14
"Cuenta» Nacionales 1972/1979" No 16 
"Cuantas Nacionales 1974/1981" No 18
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Table 3: Main Industries by Volume of Output, 1979-1981

1979 1980 1981

Cotton fabrics (thousand meters) 20,252 16,620 15,940
Wool fabrics (thousand meters) 38 46 100
Cotton fibres (thousand meters) 73,281 74,874 105,869
Bags (thousand meters) 3,557 1,761 905
Tannin (tons) 6,659 15,694 13,207
Mint (tons) 801 583 400
Petit grain (and other essential 

oils) (tons) 460 596 382
Quicklime (tons) 37,783 49,118 57,100
Cement (tons) 154,542 176,685 161,419
Cigarettes (thousand boxes) 40,395 32,389 37,826
Beverages (thousand litres) 126,234 130,004 158,968
Sugar (tons) 68,477 89,236 76,518
Flour (tons) 82,333 81,837 100,671

Source; Banco Central del Paraguay.
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5

2.2 Geographical distribution of manufacturing enterprises

In the absence of a recent industrial census, other sources of information 
have been utilized to derive data regarding the regional distribution of 
manufacturing. Fortunately, an industrial survey was carried out in 1977 and 
reveals some information on this question. It must be stated, however, that 
the survey covered only those establishments located in the urban areas of the 
country. In addition, only a small sample of those undertakings with less 
than four employees was included.

The survey distinguished between seven geographical zones (see Table 4). 
The most important zone is Asunción and its metropolitan area. The firms in 
this region were responsible for 60 per cent of the gross output of all the 
establishments included in the study. These firms also paid 70 per cent of 
all the wages ar.d salaries. The East and North-East region has experienced 
important growth in the last few years due to the construction of the Itaipú 
dam. Firms devoted primarily to the manufacture of goods for the construction 
industry have been established in this region. Similarly, the Encarnación 
area may witness the establishment of new firms in the near future to supply 
the requirements needed for the construction of the Yacyretá dam.
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Table 4: Regional Shares in Manufacturing Gross Output. Wages and Salaries,
1976 (sample only)

Geographical zones Gross
Output
(a)

% Wages and 
Salaries 

(a)

%

1 Asunción and metro
politan area 19,686 60.5 3,181 70.3

2 Industrial basin of 
Asunción 3,584 11.0 225 5.0

3 Guaira 945 2.9 93 2.0
4 North and East- 

Central 1,034 3.2 96 2.1
5 East and North-East 3,186 9.8 463 10.2
6 Pilar 1,617 5.0 315 7.0
7 Encamación 2,489 7.6 152 3.4

TOTAL 32,541 100.0 4,526 100.0

(a) In millions of guaranies.
Source: "Encuesta Industrial Urbana - 1977", Ministerio de Industria y Comercio - 

División de Estadística y Censos, Asunción 1980.
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2.3 Manufacturing activity by size of enterprises

The survey referred to in the previous section is the only relatively 
recent source which contains data or. size of firms. The survey distiaguished 
only between establishments with 5 to 19 employees and those with 20 or more. 
According to its information, there were 679 enterprises with between 5 and 19 
employees and 219 establishments with more than 20. Thus, 23 per cent of all 
the enterprises surveyed were in the 19 employees or more category. 
Establishments with fewer than 5 employees are known to be relatively numerous 
in Paraguay but no sufficiently accurate estimate is available.

The lack of data on this topic precludes the possibility of recording more 
subtle trends in the development of Paraguay's manufacturing. In fact, 
knowledge about the birth and death of industrial establishments - especially 
of those of small and medium size - would lead to a better understanding of 
the evolution of this sector.

- 1 7 -
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2.4 Ownership and investment patterns in manufacturing 

i) Pole of the public sector

The present policy of the government is to limit the role of the public 
sector in the economy, and to promote the initiative of the private sector, 
including foreign investments. This approach is particularly strong with 
regard to industrial activities.

Although the basic infrastructure built over the past decades remains in 
the hands of government through decentralized entities and public enterprises, 
e.g. electricity, housing, railways, fluvial transport, airlines, ports, 
telecommunications, water supplies, etc; the overall participation of the 
public sector in the economy is moderate by developing countries standards. 
Public expenditures represent about 12 per cent of GDP and the public sector 
accounts for about 9 per cent of the total demand. The share of the public 
sector in gross capital formation is difficult to estimate since official 
statistics do not include data regarding hydroelectric projects, but a 
reasonable figure would be 25 per cent.

Descentralized agencies and public enterprises have been decreasing their 
participation in the investments of the public sector (from 46.9 per cent in 
1972 to 36 per cent in 1979 and from 65.2 per cent to 58 per cent in terms of 
fixed investments). On the other hand, industrial activities accounted for 
about 2.3 per cent of public expenditures in recent years.

Table 5 provides information about the public enterprises operating in the 
industrial sector. Until recently there were two others: the National Meat 
Corporation, which was taken over privately; and the mixed Sugar Commission.

18



Table 5: LIST OF PUBLIC INDUSTRIAL ENTERPRISES

Ñame Sector Legal Form Date of 
crea
tion

Ownership Object Current receipts 
(1979) - (in mil
lions of guaran
ies.)

Capital
expendí'
tures

Industrial Nacional 
del Cemento

Cement Autarchic
entity

1969 100%
state

Production 
of Portland 
cement

2,824 361

Siderurgia Paraguaya 
(SIDEPAR)

Steel Descentral- 
ized entity

1974 100%
state

Production 
and commer
cialization 
of steel

- (+) 93

Acero del Paraguay 
(ACEPAR)

Steel Private
(S.A.)

1975 60%
state
40%
Brazilian
capital

Production 
of Steel - (++) • • •

AdminstraclSn 
Paraguaya de Alcoholes 
(APAL)

Chemical Autarchic
entity

1975 100%
state

Monopoly of 
Production 
and sale of 
certain types 
of alcohol

2,088 222

Petróleos del 
Paraguay (PE- 
TROPAR)

Oil Mixed 1981 100%
state
40%
foreign

Refinery 
of oil

• • •

(+) Represents the government in ACEPAR 
(++) Not yet in operation.

Paraguay 2.4.2 
June 1983
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With the exception of an expansion in the manufacture of cement, the 
present strategy does not forsee the undertaking of new large-sized industrial 
projects which would require the direct participation of the State, as was the 
case for the Steel Complex. On the other hand, the government has explicitly 
made known its support to the private sector through a variety of mechanisms 
to stimulate domestic and foreign investments (see section 3.2 below).

i i) Role of foreign investments

Since the early seventies, the combination cf a high growth performance 
and an explicit "open door" policy for foreign investors in the context of a 
politically stable regime, has given rise to a significant flow of direct 
investment to the economy of Paraguay. The bulk of such investments has been 
oriented towards the agricultural sector and banking activities. Within the 
industrial sector, the vast majority of projects have been in agro-industries 
(see section 3.2 below).

Table 6 shows the structure of foreign investments in the period 
1975-1981, indicating the number of projects and origin of capital. It is 
interesting to note the significant number of projects with Brazilian and 
Argentine participation. Most of the projects have been carried out in 
association with domestic investors.

Table 7 shows the distribution of foreign and domestic capital in "new 
projects" in the period 1975-1980.

- 20 -
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Table 6: Net Direct Investment in Paraguay, 19/3-1981.

Country of origin Number of Volume Percent
projects US $ millions

Brazil 34 52.5 23.1
FRG 18 51.4 22.6
PSA 14 41.0 18.0
,'oi-tugal 5 20.4 9.0
Spain 10 14.1 6.2
Argentina 27 13.9 6.1
Japan 5 8.8 3.9
Italy 4 7.2 3.2
France 5 5.5 2.4
Canada 1 1.0 0.5
Other Latin America 10 4.8 2.1
Other Europe 7 4.7 2.1
Other Asia 3 1.8 0.8

TOTAL 143 227.1 100.0

Source: Ministerio de Industria y Comercio.

Table 7: Share of Foreign Investment in New Projects, 1975-1980
(millions of guaranies)

Years Domestic Foreign 
Capital Capital

Total Foreign 
Capital (%)

1975 2,295 709 3,004 26.6
1976 4,710 1,616 6,326 25.6
1977 5,237 5,406 10,643 50.8
1978 7,973 2,096 10,096 20.8
1979 13,289 13,199 26,488 49.8
1980 9,778 3,119 12,897 13.8

Total 43,282 26,145 69,427 37.7

Source: Departamento de Promoción de las Inversiones.
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2.5 Performance of the manufacturing sector

Data for variables such as number of employees by branch, wages and 
salaries paid by branch, and number of establishments by branch are not 
available for the manufacturing sector of Paraguay. An analysis of the 
performance and efficiency of Paraguay's industrial sector is therefore very- 
limited at present.

The only two sets of data which are availabl have to do with gross output 
and value added by branch, displayed in Tables 8 and 9. From this data it is 
possible to derive the share of value added in gross output for all branches 
of manufacturing. As shown in Table 10, this ratio increased from AO.7 per 
cent in 1971 to AA.5 per cent in 1981 - an interesting result since the 
opposite trend was experienced by developing countries as a whole*.

In considering individual branches, the ratio rose significantly for wood 
products but remained without important variations for the other main branches 
such as food products and textiles. For petroleum refineries it actually 
fell. For some branches, such as food products, the ratio of value added to 
gross output in 1981 was higher than the average for other developing

*countries. It was lower in other branches, such as beverages and textiles .

* See UNIDO, Handbook of Industrial Statistics, United Nations, New York, 
1982.
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Table 8: Gross Output and Value Added: Values in Current Prices 1971
and 1981 (In thousand of (?)

ISIC ISIC-DESCRIPT10N
Gross
1971

Output
1981

Value
1971

Added
1981

3110/3120 Food products 17.3C5 77,815 6,543 31,507
3130 Beverages 1,664 16,802 768 8,042
3140 Tobacco 767 1,542 494 971
3210 Textiles 2,406 24,201 787 7,986
3220 Wearing apparel, exc footwear 339 1,196 117 395
3230 Leather products 1,056 6,442 589 3,478
3240 Footwear, exc rubber or plastic 900 9,808 326 3,335
3310 Wood products, exc furniture 1,734 34,886 589 15,522
3320 Furniture, exc metal 206 2,376 115 1,212
3410 Paper and products 53 317 16 92
3420 Printing and publishing 348 6,229 290 4,423
3510 Industrial chemicals 468 2,444 202 831
3520 Other chemicals 1,253 4,003 281 1,409
3530 Petroleum refineries 1,321 34,086 731 17,558
3540 Mise, petroleum and coal products - - - -
3550 Rubber products 9 66 5 36
3560 Plastic products 19 2,960 18 1,599
3610 Pottery, china, earthenware - - - -
3620 Class and products 5 423 3 203
3690 Other non met mineral products 927 8,060 438 4,753
3710 Iron and steel 26 189 20 27
3720 Non-ferrous metals 10 617 6 321
3810 Fabricated metal products 568 3,425 351 1,918
3820 Machinery, exc electrical 58 293 34 182
3830 Machinery electric 8 105 5 64
3840 Transport equipment 224 1,656 105 1,027
3850 Professional and scientific equip. 53 323 35 136
3900 Other manufacture-' products 139 1,349 60 567

3000 TOTAL MANUFACTURING 31,866 241,613 12,978 107,594

Source: Secretarla Técnica de Planificación, for gross output;
Banco Central del Paraguay, for valué added.
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Table 9: Gross Output and Value Added, Branch Shares (In Percent) in Total Manufac
turing, 1971 and 1981.

ISIC ISIC-DESCRIPTION
Gross Output 
1971 1981

Value
1971

Added
1981

3110/3120 Food products 54.3 32.2 50.8 29.3
3130 Beverages 5.2 7.0 5.9 7.5
3140 Tobacco 2.4 0.6 3.8 0.9
3210 Textiles 7.6 10.0 6.1 7.4
3220 Wearing apparel, exc footwear 1.1 0.5 0.9 0.4

3230 Leather products 3.3 2.7 4.5 3.2
3240 Footwear, exc rubber or plastic 2.8 4.1 2.5 3.1
3310 Wood products, exc furniture 5.4 14.4 4.5 14.4
3320 Furniture, exc metal 0.7 1.0 0.9 1.1
3410 Paper and products 0.2 0.1 0.1 0.1
3420 Printing and publishing 1.1 2.6 2.3 4.1
3510
35203530

Industrial chemicals 
Other chemicals Petroleum refineries

1.5
3.94.1

1.0
1.714.1

1.6
2.25.6

0.8
1.316.3

3540 Misc. petroleum and coal products - - - -
3550 Rubber products 0.0 0.0 0.0 0.0
3560 Plastic products 0.2 1.2 0.1 1.5
3610 Pottery, china, earth“r.ware - - - -
3620 Glass and products 0.0 0.2 0.0 0.2
3690 Other non met mineral products 2.9 3.3 3.4 4.4
3710 Iron and steel 0.1 0.1 0.2 0.1
3720 Non-ferrous metals 0.0 0.3 0.0 0.3
3810 Faoricated metal products 1.8 1.4 2.7 1.8
3820 Machinery, exc electrical 0.2 0.1 0.3 0.2
3830 Machinery electric 0.0 0.0 0.0 0.0
3840 Transport equipment 0.7 0.7 0.8 1.0
3850 Professional and scientific equip. 0.2 0.1 0.3 0.2

3900 Other manufactured products 0.4 0.6 0.5 0.5

3000 TOTAL MANUFACTURING 100.0 100.0 100.0 100.0

Source: Secretarla Técnica de Planificación, for gross output;
Banco Central del Paraguay, for valué added.
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Table 10: Shares of Value Added in Gross Output by Branches, 1971 and 1981.

Shares of Value Added in
IS IC ISIC-DESCRIPTION Gross Output (in percent)

1971 1981

3110/3120 Food products 38.1 40.5
3130 Beverages 46.2 47.9
3140 Tobacco 64.4 62.9
3210 Textiles 32.7 33.0
3220 '■.'earing apparel, exc footwear 34.5 33.0
3230 Leather products 55.8 54.0
3240 Footwear, exc rubber or plastic 36.2 34.0
3310 Wood products, exc furniture 34.0 44.5
3320 Furniture, exc metal 55.8 51.0
3410 Paper and products 30.2 29.0
3420 Printing and publishing 83.3 71.0
3510 Industrial chemicals 43.2 34.0
3520 Other chemicals 22.4 35.2
3530 Petroleum refineries 55.3 51.5
3540 Misc. petroleum and coal products - -
3550 Rubber products 55.6 54.5
3560 Plariic products 94.7 54.0
3610 Pottery, china, earthenware - -
3620
3690
3710

Glass and products 
Other non met mineral products 
Iron and steel

60.0
47.2
76.9

48.0
60.0 14.2

3720 Non-ferrous metals 60.0 52.0
3810 Fabricated metal products 61.8 56.0
3820 Machinery, exc electrical 58.6 62.1
3830 Machinery electric 62.5 60.9
3840 Transport equipment 46.9 62.0
3850 Professional and scientific equipment 66.0 42.1
3900 Other manufactured products 43.2 42.0

3000 TOTAL MANUFACTURING 40.7 44.5

SOURCE: Secretaría Técnica de Planificación, for gross output;
Banco Central del Paraguay, for value added.
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2.6 Structure and development of exports and imports of manufactured goods

Paraguays' exports of manufactures amounted to nearly US$ 231 million in 
1980, equivalent to 74.4 per cent of all exports. This share is slightly 
higher than those for 1970 and 1975 (see Table 11). A look at the composition 
of these exports reveals that cotton was by far the most important item (263 
SITC) with approximately 46 per cent of the total; followed by worked wood 
(243 SITC) with nearly 29 per cent. Table 11 also shows that the share for 
some products varied widely during the decade. Cotton, for example, increased 
its share five times since 1970, and feeding stuff for animals and processed 
wood increased about threefold. On the other hand, exports of meat and meat 
products practically disappeared in 198C after having contributed 36 per cent 
of total exports of manufactures in 1970. It is necessary to point out that 
when limiting the definition of traded manufactures to SITC 5-8 less 68, 
Paraguay's manufactured exports would comprise only 4.4 per cent of all 
exports in 1980.

Table 14 shows some particular features that characterise the country's 
exports. In 1979, nearly 65 per cent of the products exported were 
"non-processed goods for further processing" and "29 per cent were processed 
goods for further processing". "Goods for final use" accounted for less than 
7 per cent. Regarding the destination of manufactured exports, Table 13 shows 
that more than half went to developed market economies in 1979 and slightly 
more than 42 per cent were sent to developing countries.

Out of the approximate US$ 500 million imports in 1980, 77 per cert 
consisted of manufactured products classified by the broad definition of 
manufactures. The most important i^ems were petroleum products, electrical 
machinery and transport equipment. In terms of their final demand, 77.8 per 
cent of all goods imported into Paraguay in 1977 were classified as "processed 
goods for final use" and nearly 7 per cent as "non-processed goods for further 
processing" (see Table 14). With respect to the origin of manufactured 
imports, the total was spl i*- almost evenly between the developed market 
economies and the developing countries (see Table 12).
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A brief comment on Paraguay's trade statistics is needed in order to 
interpret the information presented correctly. There is considerable 
agreement that an important portion of all trade flows to and from the country 
are not recorded, particularly those with Argentina and Brazil. Official 
figures have co be considered, then, as only a partial indication of the true 
structure and volume of Paraguay's external trade.
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Table 1': Product SI- of Traced Manufactured Coeds, 1970. 1975. 1980 In values in 1980- *»/

E X P 0 R T s I M ? 0 R T S
SITC 1970 1975 19-0 197-3 1973 : i .u

I z n 15 5 •* — Z 15 7

r\ t Meat ar.d -seat preparation 36.16 25.06 0.45 1,054 0.007 G-CiJO -
c: Milk and cream 1.017 0.230
032 Fish preparation 0.060 0.C42

0422 Zice, el.-.sed and polished 0.01 0.05
046 Meal and flour of wheat or of cesLln 0.131 0.S54
04? Meal and flour of cereals except above 0.132 0.000
043 Cereal preparation and starch 0.844 0.791
032 Dried fruit 0.012 0.004
053 Fruity preserved and fruit preparations 1.32 1.22 0.071 0.011
C55 Vegetables, roots and tubers* preserved or 

prepared 0.078 0.030
06 Sugar* sugar preparations and honey 0.02 6.22 1.3 3,112 0.154 0.053
C6 Coffee extracts* essences and stellar 0.005
0722 Cocoa powder* unsweetened 0.002 0.005
OT23 Cocoa butter and cocoa past
0?3 Chocolate and related food preparations 0.066 0.091
074 Tea and sate 1.14 0.22 0.8 1.930 0.088 0.C31
031 Feeding staff for animals 3.53 4.24 9.5 21.934 0.062
09 Miscellaneous food preparation* 9.23 3.29 0.402 0.059 0.1 345
11 3evera?es 0.05 0.13 5.37 9.743 6.7 25,392

122 Tobacco manufactures 6.990 3.348 3.3 14.246
o:i9 Flour and seal of oil seeds* nuts and kernels

032 Crude rubber (including synthetic and 
reclaimed

2311 Nccurnl rubber and slullar natural guns 0.003 0.000

: n Wood, shaped or stepiy worked 10.32 13.76 28.7 66.329 o.occ

251 Pulp and waste paper
2626 Wood shoddy 0.059 0.024

1627 Wool or other animal hair, carded or combed 0.001

2623 W’ool tops
:o:9 W’arte ef wool and other aaimal hair 0 .064

263 Cotton 9.10 16.52 45.8 105,633 0.001

2t>6 Synthetic and regenerated fibres 0.036 0.029

267 Waste aaterials froa textile fabrics 0.012

332 Petroleua products 5.052 5.213 19.2 72,393

¿CO Aniral and vegetable oils and fats 15.74 8.73 7.4 17,117 0.229 0.036

411 Ani-%al oils and fats 0.04 6.002 0.000 0.003

421, 422 Fixed vegetable oils and fats 15.70 8.73 0.208 0.006

¿32 Animal and vegetable oils and fats 
processed 0.001 0.20 0.27

50 Chemicals 9.02 8.70 6.7 15,536 12.13 9.25 8.4 31,719

51 Chemical elements and components 0.002 989 1,93

52 Mineral tar and crude chemicals froa coal, 
petroleum and natural gas 0.10 0.00

53 Dyeing, canning and colouring materials ¿.¿0 0.43 1.9 4,368 0.36 0.4?
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E: x P 0 R T s : sí ? o R T S

SITC 1970 1975 1,80 
I X Z 5

1970 1975 
Z Z Z

1 ■«-
TT.

s* Medicinal and pharmaceutical products 0.11 5.72 2.03
55 Essentiel oils and perfuee materials; bllet, 

poLlshlng and cleansing preparations 4.62 8.11 3.9 9,093 1.22 0.54
56 Fertilisera, manufactured 1.83 0.52
57 Explosives and pyrotechnic products 0.32 0.56
58 Plastic materials, regenerated cellulose and 

artlflcal resins 0.49 1.20
59 Chemical materials and products n.e.s. 1.00 1.89
60 Manufactured goods classified chiefly by 

material less 667 (pearl and semi
precious stones) 3.43 5.59 0.C2 52 21.25 20.19 15.6 59,122

61 Leather, leather manufactured, n.e.s. 
and dressed furskins 0.008 0.60 0.02 0.007

62 Rubber, manufactures, n.e.s. 1.62 1.23
63 Food and cork manufactures (excluding 

furniture) 2.66 4.02 0.05 0.21
64 Paper, paper board and menufacture* thereof 3.42 3.28 2.7 10,386
65 Textiles yarn, fabrics, made-up articles 

. nd related products 0.C14 0.44 0.02 52 5.47 2.56 2.6 9,216
66 Lon-metallic oineral manufactures, n.e.s. 0.73 0.53 1.66 2.087 3.7 13,922
67 Iron and steel 4.44 6.15 3.7 13,942
63 Sen-ferrouS metals 0.64 0.317 l.i 4,131
69 Hutu factures of metal n.e.s. 0.01 3.927 4.295 0.7 2,823
70 Machinery and transport equipment 39.561 45.31 45.2 171,204
71 Machinery, other than electric 18.879 19.64 19.1 72.257
72 Electrical machinery *opnr:itus end appliances 6.829 8.265 5.9 22 4Ç4

73 Transport equipment 13.852 17.405 16.6 70,423

do Miscellaneous manufactured articles 3.428 0.668 6.238 3.814 1.0 3,920

ai Sanitary, plumbing, heating and lighting 
fixtures and fittings 0.371 0.469

S2 Furniture 0.024 0.004 0.2CÓ 2.191

Ó3 7rav«! goods, handbags and similar articles 0.001 0 .u06 0.009

64 Clothing 0.265 0.609 0.797 0.129

85 Footwear 0.017

86 Professional, scientific and controlling 
Instruments; photographic and optical 
goods, watches and clocks 1.965 1.0C5 0.5 2,000

85 Miscellaneous mjnufacuircd articles, n.e.s. 0.122 0.055 2.647 1.90 0.5 1,914

TOTAL K/.VJFACTL'RES Z 100 100

values 44^530 121,554 230,547 60,901 154, 777 37$,9Gó

TOTAL 5 + 8 less 68 values 5,733 18,182 13,566 47,905 132,539 261,69.,

TOTAL traded good* value* 64,045 174,069 310,230 75,242 21 1,960 494,312

Total Manufactures
Total Trad* Z 69.52 69.83 74.4 81.06 80.09 76.6

Total 5 + 8  leas éó 
Total treat Z 8.95 10.45 4.4 03.6/ 62.(o 53.0

•/ Tria table la bi.»*d on the definition of trade In manufacturing covering a Hat of U S  speelcally identified SITC 3-dlglc 
~ or codea comprising a vide range of processing stages of manufactured goedw.

»*/ Expert and import expressed in current US doliere (thousand*)
0.0 indicating trad* vith a share of less than one decimal 
0 indicating r.c trade 
- Indicating no dot*

ófcV/.Cá; Per 1570 and 1975;£:XLO data base. For 1W>0: United Nations. Vcuiboc.it of International Trnde Statist!.;» UsO
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C E N T R A I LY 
PLANNEE

W O F L Г EEVELOPIAC C EV ELC FE r MAR KE T ECCNCMIEÎ D E VE LO PE D
SITC L FS C F I ?7 I CM or "FACE GCCDS

TCTAL
( 1 COG U S $ }

CCUNTPIEi 
( PEPCENT )

U T A L  
(FEFCENT )

USA
IPERCEHT )

EEC
(PEFCENT )

JAFAN 
(PERCENT )

CPUNTFIfS 
(PEPCENT )

s Cbci i c j Is 40565 A3.99 £2.92 10.45 33.51 0.62 2.99Cbcff .c<ii s c!e.iu;nt) and cox pounds 5102 19.75 57.76 11 . 1A 39.0 7 0.23 22.27iip ar.J choricj Is f :cn cos! , pe t ro 1 eun, n it . gas 1 37.31 62.66 62.66 G • 00 0.00 0 . uO: 3 vïc;r;,tannir\Q and col ouring mat erials 20?? 28.01 71.90 17 . AS 44.70 i . ее 0. 035 s v c d ï c i r a l snJ ?Sari:.dccuî i c a J predicts 12SS6 47.06 M . S 6 7.22 36.16 0.67 0.45; : s o o t » s i ci 1: anu perluTi mat erials 2055 e.66 9 1 .26 12.43 66.96 0 • A 1 0.00ic 5 «.til i:ors,ir.sr.iiécturio 2466 42.99 15.29 3. 65 11.32 0.00 0.7257 Ciplcai ves and pyrctechnic y r c a c t s 130 67.95 22.92 11.15 11.71 0.00 6.17SB Plastic mat er ia 1 a «régénérât e d ctl lui. & resins 67A8 21.07 76 .93 14.99 4 5.21 0 .76 0.0059 Chemical ma t eri als  and preduct s n.c.s. 9408 68 .91 30 .96 10.93 14.79 1 . 40 0.046 K a n u f ac i ur ed  goods cl ass ifi ed t y material 79 A3 5 58.16 56.66 10. AA 15.12 7.79 1.2551 Icatner m an u fac t ur c d r.e.a. 6 crossed fur skins 14 24.79 75.21 45.93 21.60 2.77 0.00€3 r. u b t e r ma n uf ac t ur es  n.t«s. 4964 35.00 53.39 22.90 16.58 11.59 4. 4163 icoo and cork man uf ac tu re s  (cxcl.fu rni tu re) 1 A 3 26.52 6 9.62 5. ‘6 12. 74 0.24 0 • 2964 F*pcr,papir board and man ufa ct ur e s thereof 9258 80.75 18.99 2 .92 7.00 0.36 0.06t 5 Textile yar n, fa br i cs ,m a de -u p articles 10128 16.60 79.63 39. A7 6.25 32.29 1.64ÙC Kc^*rct « i 1 i c m i r e r a i  m a n u fa c t u r a s ,n .e . 11835 81. A2 17.es 1 . 71 11.78 2.30 0.14€ 7 Iron and steel 1A3S1 eo.ee 18.70 0.98 9.11 7.88 0.4266 \c n- . e r r o w s  metals . 139? 72.96 21.51 A . 7 A 12. 73 0.00 0.006S “ a n «factures of setal,n.c.s. 27275 46.69 A7.71 9.03 25.66 3.30 1.65Mach ine ry and transport equipment 18SA77 AS.21 ¿3 . A 2 11. 6A 16.08 20. ЭЗ 0.26“ j c .Hi ne ry, other than electric 77756 55.03 4 4.12 1 7. C3 15. 12 4.93 0.15/ J t!octr;cal r a c h i n c r y ,a p p a ratus and appliances 30051 32.16 62.81 iA.ee 34.51 9.61 1.217 2 .rsrspert equipment 77656 40.43 £9.19 A .98 9.79 41 .32 0.05ё ,V. seel Ur.cous ir'3rut*cX‘jre£ articles 15511 29.37 5 6.28 19.48 20.88 11.34 1.62S 1 St ni lj ry , ? U s b l n ; , l c a i l n | )  4 1 ightoing fixtures 1919 76.07 7.65 0 .24 5.33 1.96 0. *SÇC r . r n i u r c 776 20.72 75.15 72.11 3.75 0.71 0.04i.' 3 Travel g o e c s , handbags and similar articles 49 37.70 я . 7e ¿4 • 53 15. 95 11.26 0.00C 1 o thing 435 20. 13 7 1,36 35.11 2 c • 4 7 A . 81 1.09
* c roc U c a r 765 7.75 7.44 0.12 2.80 4 .53 6. 0 7В F r o fes s i c n a J# s c ie n t . A cont rc l ) . instruments A050 25.79 ¿e.S9 2S.ee 22.39 10.11 1.245 S M iscelianeous m a n u f a c t u r e d  art icles, n . e . s • 7494 22.99 63.97 14.34 27.11 16.60 2.06

T C T A L ma n uf ac t ur es 420C46 46.€S 45.26 13.34 20.76 10.96 0.76TCTAL : SITC 5-3 LE £ £ 66 j/
T C T A V traded goods: SITC C-S

220011
520667

47.36
57.36

4 5.5? 
4C.94 %

15.32
17.21

14.72
9.11 0 . 9 40.63

N o i c E j t i  and SITC ¿Ascr ipt ion s refer to SITC revisio n 1
•/ This t ft'j 1 e is oased on tnc de fi n it io n  of trade in nanufacturea covering a list of IAS sp ec ifically Identified SITC 

cr A-d:«it codec cospriiir.j a wide range cf processing) stages of m an uf a ct ur e d goods, 
о/ Definition of trade in n a n u l n ct ur e a SITC 5-C less 66 is one of the eost often feund.

It covers only i tens recogni ze e as exclusiv ely  »ar. l fac t ur c d flooda.I.u. with a high level cf me nu f ac t ur 1 no content. 
ooju_rc_c: UNirJ data base;! nfereat ien  supplied by the Unites Nations Statistical Cflice.
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1 3:  d u e t i n a t i o n  c r e x p o r t s  cr m a n u f a c t l r e s  ay b r a n c h e s , i s ?s 2/

VCFLIT
TCTAL

DEVELOPIKG 
COUNTRIES

DE VE L OP E D MAR KE T EC ONOMIES 
T CTA L USA EEC JAPAN

CE NTRALLY 
PLANNED 

DEV ELOPED 
COUN TR IE S

s:ic L E S C M P T I O M  OF TRADE CCCDS (1000 U S * * ) (PERCENT ) (PE RC EN T ) ( PERCENT ) ( PEFCENT ) ( P E R C E N T ) ( P E R C E N T )

C 1 Mia*. an 2 nest pre par at io n* 5467 A7 .37 £2.63 0.00 AC.30 0 • AS 0.00
.4. c c , g 1 sied or pol ish ed  net ot h erw is e worked 2A ICO.00 C.00 0 . CO 0.00 0.00 0.00

cti f ru it ,p rc se rv ed  and fruit prepa rat ion s £94 100.00 0.00 0.00 0.00 0.00 0.00
C c S ug a r , s uq ar pr e pa ra t io ns  and heney £2 5A.33 a :.67 0.00 0.00 A5.67 0.00
074 ■ij and m * t e 1132 S8.38 1.62 0.00 0.12 0.00 0.00
0c 1 rcccinj-stuff for animals 14143 10.53 69.47 0.00 82.71 0.00 0. 00
0* r.; sc c M  a ncoua feed pre parations 1772 99.50 c.so 0.00 0.50 0.00 0.00

Totaccv manufa ctu re* le 100.00 0.00 0.00 0.00 0.00 0. 00
y , ih.1 ^ 0  or a i * p 1 y worked 2BE ;; Si .SA :.oe 0.71 1.62 0.17 0.00

F J  ; ¿nd waste paper 13 100.00 C.00 0.00 0.00 0.00 0.00
S8SS6 23.57 72.70 8.30 2 8 .A0 1A.62 3. es

4 A n  rr a l and veg etable oil * and fats 19)11 44.36 £ £ .6 A 16.30 2 £ • 59 0.00 0.00
42.1 ; i(tc veget abl e ci l s* sc f t( in c l. £I T C  *22) 18SR1 a a .oi £5.99 16. A0 2£ .76 0.00 0.00
42 ; A m n l  *nd vcg.t.tlc oil* *nd Itti prcccai.d 120 100.00 0.00 0.00 0.00 0.00 0. 00

« C h e t i c a 1 s 13GAA 52.3Î A7.S1 31.16 1 £ • 02 0.72 0.00
si Cheiicals ele me nt s and coftpcuncs A 100.00 0.00 0.00 0.00 0.00 0.00
S3 V y e i ng ,t a nn in g  and co l our ing  eaterlals 37A2 21.57 76.43 78. A3 0.00 0.00 0. 00
£4 hetfi .-i nal and pharoaceut i ca l pro duct* ISA 100. 00 C.00 0.00 0.00 0.00 0.00
SS Essential oils ano perfum e mate ria ls S8SA 62.85 2 5.96 1 A • 00 21.11 1.01 0.00
it Plastic matcri a 1 s , r c g e n c r a t < d callul. 6 resins AS 100.00 0.00 0.00 0.00 0.00 0.00
¿9 Chcaical materials and prc bucts n.e.s. 1 100.00 C.00 0.00 0.00 0.00 0.00
€ Ma nuf ac tu re d goods cl a ss i f i e d  by aaterlal 203*0 62.09 37.90 3.70 2 2 . 6£ 0.80 0. 00
c * Lestncr ca n u f a c t u r e d  n.e.s. 4 crosse d fur shins t£A8 3.59 S< .3S 0.00 63.90 2.50 0.00
S3 V co £ and cork man u f ac t u r e s (c k c 1 • f ur n i t u ra ) 13SS0 90.26 S.7A 5.£5 2. £2 0.00 0.00
€4 Pa^cr,paper boa rc and ma n u f a c t u r e s  thereof 4 100.00 C.00 0.00 0.00 0.00 0.00
65 Textile y a r n , f a t r 1cs ,m ade-up articles 1S3 7 7.5* 22.46 0.00 22. A6 0.00 0.00
6Û No n- nc tal lic  mineral m a n u f a c t u r e s « n . e . s . 46 0.23 SS.77 0.00 99.77 0 .00 0. 00
? Machinery and transport eguipeent 22 1 A.31 tf.es 65.69 0.00 0.00 0.00
71 MA ch in u ryt Oth er than ele ctric 2 100.00 0.00 0 .00 0.00 0.00 0.00
73 Tran sp ort  equi pme nt 30 S.20 S O . 80 90.60 0.00 0.00 0.00
a Miscel la neo us ma n u f a c t u r e d  articles 229 86.13 12.87 0.00 11.60 2.27 0.00
52 fern: lure 2 0.00 100.00 0.00 l 00.00 0.00 0.00
t J Travel good s, hen db a gs and u r i  iir article* 11 10.12 £ 5 .es 0. CO 8S.88 0.00 0.00
S4 Clothing 87 77. A? 22. £3 0. CO 16 • £ 6 5.95 0.00
ti J co : w c ar 2 100.00 0 .00 0.00 0.00 0.00 0.00
59 Miscel lan eou s manufac t ufed a r t l c 1 « s , n • e • s '« 127 99.93 0.07 0.00 0.07 0100 0.00

T CT*l man ufa ct ur es 20A1£9 A2. 77 ££.A2 8.13 2 6 , 6A 7.2A ] . 78
TCT A l : SITC 5-6 LTSS 6S a/ 3A-.es 58.30 41.64 14.78 1S.A9 0.78 0.00
TCTAL traded goods: SITC C-S 305176 35.A3 «2,35 5.87 3S.SÎ £.28. . . 1.19

Nc teitats and SI TC  de s cr ip t io ns  refer to SITC revlsicn 1
* / u d U  1 » based on tha definit io n of trade In manufacture* cov er in g a M a t  of 146 a p e c I f l c a M y  identified SITC 3-dlglt

cr A - i i i U  codes c om p ri si n g a vide range cf processing «tag** of m a n u f a ct ur e d good*.
¿/ i ri i i on of trade in r«nu!j ctu r«9  £ I TC S— 6 leas cG la enu of the most eften found.

It v-nly l U - M  r c c c ; m : < i  as exclusively man ufactured goods,i.e. with a high level of ma nu fa ct ur in g content.
S • > a « c %♦: ‘JM..0 data b» « \ ; I r f c r a a 11 c r supplied by the Unit'd Nations Statistical C f M c a .
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1970-1975 and 1975-1979
Tab!“ 14: Exports and Imports Classified by Level of Processing, 1970 and 1979, and Trend Growth Ratés;

E X F 0 R T £ ! P F 0 F T S

CLASS SHARE CF TOTAL CLASS GRGWIb RATE CLASS SHARE CF TCTAl CLASS CRCUTH RATE

CL A SS E S (PE RCENTAGE) ( PE R C E N T A G E )  ( P E R C E N T A G E )  ( P ER CE NT AG E)
1970 1979 1970- 1975 1975-1979 1970 1979 1S70-1S7S 1975-1979

A : S c r - prcc e ssee gooes For further frccesaing 36.32 £3.92 31.CS 30.es 17.20 K . 6 S 30.42 20.90

2 Pr oc ess ed goods for further pree « a i i ng 2A .ie 29.20 32.77 13.92 5.11 4.95 2 f.ee 12.16

C : K e n- pr o ce ss e d goods for í i na 1 use O

1

2 .99 14.33 -0.9? 0.21 C * 55 50.64 32.26

l Pr ocessed goods fer final ue « 29.27 3.69 20 .76 -23.10 74.48 77.65 24.62 29.07

J S J f i m s 1 S 2 S i S Z S
Sue cf cla sse s: A + 6 + O D in 100C current USI 64045 30S176 7 5242 520667

Tetel tfebe SITC 0-9 in 100C c trrent U £ 1 64015 305176 75242 520667

SCUFCE: UNIDO data base :ln fcr»aticn sup pli ed by the United 1Sa t ions Statistical C f M e e . w i t h  «t ilintea by I be UNIDO S e c r e t e r l a t .

N o t « : C * l c u U t i o n s  a r e  b a s e d  c n  c u r n r t  u s  d o l l a r  p r i c e s *
S u *  o f  c l a s s e s  a n d  T o t a l  t r a d *  f i g u r e s  s h o u l d  b« t d e n l i c a 1 • C i s c  re p a n c I  a s  o r  z e r o  v a l u e s  a r t  due t o  l a c k  
o f  c o u n t r y * "  t r a d e  r e p o r t i n g  i n  g e n e r a l , b u t  e s p e c i a l l y  a t  t h e  2“ ,4 -  and  S - d l p i t  S J T C  l e v e l *
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3. INDUSTRIAL DEVELOPMENT STRATEGY, POLICIES AND PLANS

3.1 Principles and objectives

Although the first attempts at development planning in Paraguay were made 
in the early forties, with the adoption of a short-term plan followed by a 
five-year plan for 1943-1948 and the creation of a Planning Commission in 
1952; it was only after the creation of the Technical Secretariat of Planning
(TSP) in 1962 that a professional organization was set up to formulate and

*
coordinate economic development strategies and policies . TSP has prepared 
four national development plans: The first (1965-1966) established the
general objectives and strategies which have prevailed up to the present 
time. The second (1967-1968) clarified with more precision the short-term 
objectives and policy instruments. The third plan (1971-1975) determined the 
adoption of certain important instruments, such as the law of investment 
promotion. The last plan covers the period 1977-1981. It is in principle a 
framework for the public sector and only "indicative" for the private sector. 
General development objectives include the acceleration of income and 
employment levels; development of national capital and promotion of foreign 
investments; rational exploitation of natural resources; environmental 
protection; consolidation of territorial integration, and participation in 
Latin American integration; consolidation of the basic social capital of the 
country through well-defined policies of public investments; maintenance of 
financial equilibrium; improvement in the efficiency of public administration; 
expansion of savings for the promotion of productive sectors; improvement of 
educational and health infrastructures; and strengthening the planning system.

The strategy for the manufacturing sector anticipates a larger and more 
dynamic role for the sector within the overall development. For the latter 
part of the seventies, an annual growth rate of 9.7 per cent was expected, in 
comparison with 6.7 per cent in the previous period. As a result, *

* See these antecedents in "Secretaría Técnica de Planificación, 20 anos de 
planificación indicativa en el Paraguay", Asunción del Paraguay, 1982.
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manufacturing's share in gross value added should have grown from 19 per cent 
to 21.9 per cent by 1981, in comparison with a decrease from 34.5 per cent to 
31.4 per cent in the primary sector. However, as indicated above (see Figure 
1 above), the share of industry remained stable, agriculture suffered a 
significant decrease, and the main positive change occurred in the 
construction sector.

Main targets

The basic concept of the planning strategy is that the private sector 
should make most of the investment and production decisions, while the public 
sector takes care of the indirect instruments of industrial policy - tax and 
credit incentives, administrative mechanisms, provision of basic 
infrastructure*.

The plan gives priority to those industrial activities which enjoy 
"comparative advantages", and especially to export-oriented agro-industries 
and the production of manufacturing inputs based on local raw materials. No 
large technically complex industries, such as petrochemicals and aluminium, 
are to be promoted in the short term, although their feasibility is to be 
analysed.

The plan also assigns importance to: a) improvement of productivity of the 
labour force, through enlightened technology choices and adequate training 
programmes; b) the regional de-centralization of industrial development; c) 
the gradual substitution of imports in those industrial branches with dynamic 
prospects, including the possibility of access to neighbouring markets; d) the 
adaptation and absorption of technologies, joining domestic research efforts 
with the contributions of foreign enterprises.

The sectoral targets of the plan anticipated a high growth rate in the 
wood industry although the food sector was expected to continue dominating the 
industrial spectruin, with a share of 38.3 per cent of industrial production. 
The actual performance (see Table 2; confirmed the target for the wood sector 
but failed to anticipate the fall in the share of food industries.

See Plan Nacional de Desarrollo Económico y Social, 1977-1981, Vol. II, p.
77.
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3.2 Policy instruments

The main policy instrument for industrial development is Law 530 on the 
Promotion of Investments for Economic and Social Development, adopted in 
December 1975. Investments are classified in two categories: a) "necessary" 
(production or processing of raw materials and export oriented); and b) 
"convenient" (substituting imports and permitting a larger utilization of 
domestic resources). The law provides the following incentives.

a) Taxes: Complete exemption from customs duties on imported capital
goods and foreign exchange charges; 50 per cent income tax reduction for 5 
years in the case of necessary investments and 30 per cent for 5 years in the 
case of convenient investments; 75 per cent exemption of custom duties on 
imports of raw materials for the first 2 years; complete exemption from 
charges on exports, taxes on the constitution of companies, etc.

b) Financial: The National Development Bank extends loans according to
guidelines established by the Central Bank. Law 550 provides for special 
development loans for investments in preferred areas of the country.

c) Tariff: Drawback and temporary admission of imports for the
production of items to be exported.

d) Special incentives for preferred areas: Industries within the
departments of Alto Paraguay, Nueva Asunción, Chaco and Boquerón are entitled 
to a 2-year tax exemption; a 5-year exemption from real estate taxes; tax 
reduction in proportion to percentage of net profits reinvested; reduced fares 
for public services, etc.

e) Buy national: Government agencies are required to procure supplies
with national products if available and if foreign products do not offer 
significant price and quality advantages.

In addition to the Law 550 incentives, there is a 50 per cent exemption of 
taxes on all imported inputs for industry not produced in the country.
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Regarding financial incentives, the Central Bank has required commercial banks 
to channel 25 per cent of their credit to the industrial sector.

Several activities are subject to special regulations and advantages: 
forestry; mining; oil refineries; sugar mills; meatpacking; tourism.

In the period 1970-1981, a total of 1823 projects amounting to almost US 
$1 billion were approved and granted benefits under the promotion regimes.
(see Table 15). Agro-industries, food processing and wood projects were the 
most favoured (see Table 16).

Foreign investment policy

There are no legal restrictions on foreign investments, which enjoy the 
same incentive benefits as do domestic investors. Registration and evaluation 
of foreign investment projects is necessary only for those seeking benefits. 
Capital can be repatriated after three years of investment, under an annual 
quota of up to 20 per cent of the total. There are no ceilings on profit 
remittances. There are a few legal restrictions for foreign investments in 
public services, hydrocarbons or alcohol commercialization.
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Table 15: Investments Approved Under Industrial Promotion Laws: By No. of
Projects, Employees and Investment (1970 - 1981).

Year No. of projects Employees Investments 
(Thousands of US$)

1970 45 1,150 7,405
1971 35 777 1,405
1972 64 5,185 11,802
1973 91 2,725 13,627
1974 174 7,510 67,635
1975 122 2,963 35,317
1976 162 4,775 68,230
1977 166 5,338 103,413
1978 205 4,904 115,349
1979 301 8,739 250,992
1980 247 5,516 133,825
1981 211 4,492 133,254

TOTAL 1,823 54,074 942,254

Source: Ministerio de Industria y Comercio,"Panorama Economico del Paraguay','
p 27.
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Table 16: Paraguay - Investments Approved Under Industrial Promotion Law
216/550 by Branches 1971-1979

1971-1979
No of % Investments %
Projects (millions Î)

Food......................... 226 17.0 7,705.9 9.2
Beverages.................... 32 2.4 3,019.0 3.6
Tobacco...................... 22 1.7 494.4 0.6
Textiles................... 27 2.0 1,451.6 1.7
Cotton gins.................. 24 1.8 3,320.9 3.9
Clothing..................... 33 2.5 220.6 0.3
Leather...................... 21 1.6 817.0 1.0
Footwear (1)................. 7 0.5 78.2 0.1
Wood products................ 243 18.3 8,499.3 10.1
Furniture.................... 27 2.0 400.7 0.5
Paper and cardboard.......... 22 1.6 7,014.0 8.3
Printing and publishing...... 62 4.7 781.6 0.9
Chemical products............ 103 7.7 8,274.9 9.8
Plastic products............. 26 2.0 997.7 1.2
Class manufacture............ 3 0.2 685.5 0.8
Construe.ion materials (2).... 109 8.2 3,845.3 4.6
Metal products............... 38 2.9 2,490.9 3.0
Transport equipment.......... 6 0.5 116.2 0.1
Ocher manufacturing (3) 83 6.2 1,688.8 2.0
Agro-industries.............. 52 3.9 14,501.4 17.2

SUB-TOTAL 1,166 87.7 66,403.9 78.9
Engineering firms............ 24 1.8 2,799.2 3.3
Silos........................ 36 2.7 8,418.8 10.0
Tourism (Hotels)............. 20 1.5 785.6 0.9
Banks........................ 7 0.5 1,243.0 1.6
Transport.................... 42 3.2 2,754.9 3.3
Others....................... 35 2.6 1,706.0 2.0

TOTAL 1,330 100.0 £4,111.4 100.0

(1) For Years 1971-1975: Footwear and Clothing
(2) For years 1971-1975: Non-metallic minerals
(3) For 1975: Includes manufacturing of electrical materials and agricultural tools

Source: Ministerio ’e Industria y Comercio.
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3.3 Planned industrial projects

The Technical Secretariat of Planning has prepared the following list of 
industrial projects, identified on the criteria basis of import substitution, 
utilization of domestic resources and supply to major public works. Several 
studies have been made recently on the potential uses of electricity for 
energy-intensive industries, with the cooperation of the World Bank and the 
Gesellschaft fur technische Zusammenarbeit (GTZ) of the Federal Republic of 
Germany. Table 17 presents the list of existing industrial projects.
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Labie 17(a); Planned Industrial Projects, Industrial Projects of Possible Undertaking Before _1985

IS i с Proj ec t Quantity Lo be Investments Employment Market
produced per (Thousands
annum* US$)

3112 Diary products 15,000 1/day 1,000 40 domestic
3113 Canned vegetables 10,000 t/year 1,200 10-30 domestic
3113 Canned vegetables 2,400 t/year 500 30 domestic
H  1 5 Canned fruits 50 t fruits/day 1,200 15-25 dom. and foreign
3113 Fruit 1 1 .. c l .  ■ s 160 k/hour 1,000 5 domestic
3113 Vegetable oils and fats 40 t/day 13j 500 50 foreign
3114 Sweets 500 t/year 800 12-15 domestic
312 1 Red-pepper 400 t/year 160 5-10 domestic
3122 Animal feeds 20,000 t/year 110 10 foreign and dom.

31 Sub-total 197470"
3513 Plastic tubes 500 t/year 200 15-20 domestic

ЗЫО Electrical supplies 1,000 t/year 1,600 130-150 domestic
369 1 Sanitary tiles and other ceramic 2,000 t/year 130 45 domestic
3b 9 1 Ceramic for construction 10,000 t/year 15,000 40-50 domestic
3692 Lime 15,000-20,000 t/year 4,000 50 domestic
3699 Concrete products not available not available

Jt. Sub-total 20,730

3813 Steel constructions not available not available
3822 Agricultural equipment 60 15-20 domestic

33 Sub-total 60

TOTAL 40,460

* 1-liter; t=ton; k=kilos
Secretaría Técnica de Planificación, 1982
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Other i dentified Industrial Projects.Table 17(b):

ISIC Project Quantity U> be Investments Employment Market
produced per (Thousands US$)
annum

1210 Charcoal burning (traditional) 1,000 t/year/unit 10,000 2-4 unit domestic
1210 Charcoal burning (semi-industry)

10,000 t/year not available domestic

12 Sub-total 10,000

3111 Animal fats 1,900 t/fat/year 300 2-3 domes t ic
3112 Powder milk 500 k/powder/year 4,800 10-15 domestic
3121 Starch 12 t/day 3,600 40-50 dom. and foreign
3121 Yeast coffee 1,000 t/day 5,000 15-20 domestic
3121 Instant coffee 500 t/day 1,400 35 domestic
3121 Processed tea 1 million saq/year 550 5-6 dom. and foreign
3121 Bones flour 1,300 t/year 1,000 2-4 foreign and dom.

31 Sub-total 16,650

3311 Wood products 10,000 t/year 7,200 60-100 dom. and foreign
3311 Wood wool 200-300 k/hour 160 5-10 dom. and foreign
3320 Furniture 15,000 unitB/year not available 12 foreign

33 Sub-total 7,360

3411 Paper 20,000-25,000 t/year 95,000 160 domestic
3411 Cellulose 20,000-25,000 t/year 100,000 100 domestic

34 Sub-total 195,000

Paraguay 3.3.3 
June 1983



Table 17b (contd)

1SIC Project Quantity to be 
produced per 
annum

Investments 
(Thousands US$)

Employment Market

3511 Industrial alcohol 10,000 1/day (24 h) 3,600 50 domestic
3511 Fats, acids not available
3511 Caustic soda 11,000 t/year 11,000 50 domestic
3511 Methanol 100,000 t/year 90,000 25 dom. and foreign
3512 Super-phosphate 75,000 t/year 4,000 20-30 dom. and foreign
3521 Paints 2,000 t/day 1,000 20-25 domestic

35 Sub-total 109,600

3620 Glass bottle 34 millions c
bottle/vear 3.500 50-60 foreign and dom. g

Of)

3710 Ferrous magnesium 50,000 t/year 18,000 90 foreign
3710 Ferrous silicon 40,000 t/year 18,000 50 foreign

37 Sub-total 3o,000

3811 Wire nails 900 t/year 60 5-10 domestic
3811 Screws 300 t/year 500 8-10 domestic
3811 Hand tools not available
3819 Galvanized metal products not available 3 domestic
3839 Electrical machinery 25,000 units/year 100 10 domestic

38 Sub-total 660

TOTAL 378,770

Paraguay



4 . INSTITUTIONAL FRAMEWORK FOR INDUSTRY

The following is a list of the main entities dealing with different 
aspects of industrial development in Paraguay.

Paraguay 4.0.1
June 1983

i ) Fegulation and Promotion
- Ministry of Industry and Trade - overall responsibility for the 

regulation and promotion of industry; an Investment Council 
within the Ministry deals with the evaluation of investment 
projects; approves investment projects, supervises imports, 
registers industrial firms.

National Council for Economic Coordination - oversees and 
supervises the economic policies of the government; composed of 
the Cabinet of Ministers, the President of the Central Bank, the 
President of the National Development Bank, the Executive 
Secretary of the Technical Secretariat of Planning; approves 
larger investment projects.

Technical Secretariat of Planning - responsible directly to the 
Presidency, elaborates development plans - in general and for 
sectors and regions; recommends economic policy measures; 
analyses the evolution and trends of the economy and supervises 
the execution of plans.

National Bureau of Projects - within the Secretariat of 
Planning, coordinates the ide:.t i f icat ion and promotion of 
investment projects.

Pre-investment Fund - administered by an Executive Committee 
appointed by the President, finances pre-investment studies.

Finance Ministry - supervises the fiscal implications of the 
Promotion Regime and registers the incentive benefits granted to 
favoured investments.

Advisory Council of Industry and Trade - created by the Minsterial Resolution, it is composed of representatives of 
several private sector chambers and organizations; the Ministry 
may require its aovice.
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Pirection of Military Industries - controls activities related 
to the manufacture of armaments and ammunition.
Central Bank of Paraguay - the Division of Capital Registration 
registers foreign investments and approves external loans.
Center for the Promotion of Exports (CEPEX) - assists exporters 
of industrial products, including providing services for the 
adaption of products to foreign markets, packaging, training, 
organization of fairs and exhibitions and missions.

ii) Finance

National Development Bank - extends loans for Industrial 
Projects under conditions establishc_ annually by the National 
Council of Economic Coordination; wholly owned by the State.

Development Bank of Paraguay (COMDESA) - 100 per cent owned by 
ADF.LA and local commercial banks, it extends financial 
assistance to various sectors, including industry, loans for 
fixed capital are granted on medium- and long-term bases, with 
periods of grace up to two years.

ii i) Technology

National Institute of Technology and Technical Standards - 
within the Ministry of Industry, provides technical assistance 
to industry ana oversees quality control of raw materials and 
finished products.

Direction of Industrial Property - within the Ministry of 
Industry and Trade, deals with the patent and trademark 
legislation and registers these titles.

iv) Institutions for International and Regional Cooperation
Paraguay is a member of the following regional cooperation 
organizations in Iitin America:

Iatin American Integration Association (LAIA) - Paraguay enjoys 
"’•datively less developed country" status, which entitles the 
country to receive special treatment from the other members of 
LAIA, primarily through non-extensive trade preferences.
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River Plate Basin Commission - a regional cooperation scheme for 
the identification and promotion of hydroelectrical, 
infrastructure and production projects between Argentina,
Brazil, Bolivia, Paraguay and Uruguay; Paraguay borrowed US$ 
7,675,000 by 1981 from its lending facility.

URUPABOL - a subregional grouping joining Uruguay, Paraguay and 
Bolivia with the objective of coordinating positions before 
international financial institutions, intensifying reciprocal 
trade, and improving the physical inter-connections between the 
three countries.

The Latin American Economic System (SELA) - a regional 
organization of consultation, coordination and cooperation among 
most Latin American and Caribbean Countries.

v) Business organizations

Industrial Union of Paraguay. (UiP)

Federation of Production, Industry and Consumption (FEPRINCO).

- 46 -
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5. RESOURCES FOR INDUSTRIAL DEVELOPMENT

5.1 Human resources

Paraguay is one of the smaller populated countries of Latin America. 
According to the last National Census (July 1982) total population was 
3,026,165 persons, 42.3 per cent of whom live in urban centers. The annual 
population growth rate in the period 1972-1982 was 2.5 per cent. The labour 
force accounted for 32.8 per cent of the population in 1981, out of which only 
15.5 per cent were employed in industry - a share which has remained unchanged 
over the last 30 years. The small domestic market and the land-locked 
position of Paraguay, coupled with economic policies which have only recently 
begun to foster certain industrial activities, like agro-industries and 
construction, help explain the low labour absorption capacity of the sector. 
Changing with the flux of economic conditions in Argentina, rural populations 
have tended to emigrate to the richer neighbouring country, and particularly 
to its capital city, Buenos Aires, which offers more employment opportunities 
than Asunción and the few other production centers of Paraguay.

The proliferation of very small industrial establishments, the very low 
level of technology in most manufacturing firms, the inadequacy of technical 
learning institutions and the low employment level of their graduates are also 
important factors for the under-development of human resources for industry. 
Existing learning institutions are considered insufficient and inadequate for 
the technical training of the workforce. Only a few university fields are 
directly related to the needs of manufacturing industry (engineering, 
chemistry, economics) in the University of Asunción and a few others in the 
Catholic University. The following tables reflect the performance of 
University and training centres in terms of industry requirements.
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One of the few notable examples in the area of training is the National 
Vocational Training Services, established in 1971 and receiving support from 
the World Bank. Although focussed on rural areas, it is providing vocational 
training in a variety of programmes including trades and industry. There is 
also a Program of "Educacidn Ticnica B5sica" providing basic technical 
training in intermediate skills*.

* Ministerio de Educación y Culto, Programa de Educación Técnica y 
Capacitación Professional.
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Table 18: Technical Training: Number of Enrolled and Graduated 
Students, Classified by Discipline (1981).

Enrolled Graduated

Total (all disciplines) ......... 4j 604 2^021

Total related with industry ...... 3,153 !/356

Administration .................. 35 30
Agromechanics ............. ..... 70 47
Gunsmith ........................ 7 7
Graphic arts .................... 44 18
Automechanics .................... 69 69
Communication ................... 1 64 51
Industrial Technic .............. 186 40
Electronics ............. ....... 191 47
Management ...................... 514 514
Carpentry ................... . 22 12
Computation ..................... 164 28
Civil construction .......... . 96 18
Technical design ................ 129 24
Carpentry ......... ............. 43 15
Electricity ..................... 306 86
Agro-industry .................... 12 —
Industrial chemistry ......... . 134 21
Machinists ................. . 65 1?
Mechanics (various) ............. 700 2 64
Refrigeration ................... 123 34
Transmissions ............. ..... 85 J _  15

Source M in i s t e r i o  ce naciendo,  d i r ecc ión  
y Censos, "Anuario E s t a d í s t i c o  del  
pág. 57.

General  de E s t a d ! s t
Paraguay" .dio 1981 ,

i
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Table 19: University Institutions: Number of Enrolled and
Graduated Students in Industry—related Disciplines (1981).

Enrolled Graduated

Total (all disciplines) ......... 27»041 I ’*’* 1СТЧ
 

jro
 '

Total related with industry ..... 9,462 744

Civil Engeneering .............. 1,700 45
Industrial Engeneering ....... 37 —

Topography .......... .......... 593 —

Electromecanics ................ 62 2
Electronics .................... 305 16
Accounting and Administration .... 2,933 375
Economics ...................... 137 65
Chemistry and Pharmacy ....... 1 ,4°2 141
Eorest Engineering ............. 16 —

Science and Technology .......... 700 39
Computation .................... 230 23
Cthers directly related with in- 
dustry ........................ 317 39

Source : Ministerio de Hacienda, Dirección Ceno 
ca y Censoŝ , "Anuario Estadístico del Y 
pag. 53-54.

ral de Estadísti- 
arnguny" Año 1971
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Agriculture
One of the main natural resources of Paraguay is its vast land area 

suitable for agriculture. The Eastern Region comprises 39 per cent of the 
national territory and enjoys excellent natural irrigation (1,500 mm/year of 
rainfall). About 98 per cent of the country's cultivated land is contained in 
the Eastern Region. According to a recent report, 3C per cent of this 
region's soils are suitable for intensive agriculture, 20 per cent for 
moderate agriculture and livestock use, AO per cent for mainly livestock and 
the remaining 10 per cent for forestry. Some 180,000 agricultural units are 
engaged in producing about 50 temporary and permanent crops. The main crops 
are cotton, sugarcane, soybeans, wheat and tobacco.

5.2 Raw material resources

Table 20: Main Crops by Harvested Area and Production Volumes, 1975-1979

1975 1976 1977 1978 1979

area 100,000 109,900 200,200 284,900 312,500
Cotton

prod 99,615 107,492 227,394 283,763 234,663

area 20,621 20,772 21,036 22,143 22,270
Sugarcane

prod 764,155 774,052 789,699 890,280 890,140

area 150,200 173,400 228,800 272,200 360,300
Soybeans

prod 220,086 283,5^7 376,859 333,130 549,213

area 25,200 24,200 28,500 31,500 52,300
Wheat

prod 17,987 29,251 28,261 37,801 58,853

area 20,600 27,800 24,800 21 ,500 20,500
Tobacco

prod 28,305 38,578 41,424 26,918 25,900

* Harvested area shown in hectares, production volume shown in tons. 
Source; Dirección Ceneral de Estadísticas y Censos.
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Government investments in roads, distribution of public lands and 
colonization programmes contributed to the expansion of the agricultural 
sector during the last decade, coupled with the growth of external demand 
which led to the rapid development of some export crops. About 60 per cent of 
the value added in industry at the present is derived from processing 
agricultural products, and 95 per cent of export earnings come from the 
sector. In the last few years, however, the stagnation of prices of major 
export crops and the increase in domestic production costs have eroded the 
expansion of the sector.

Livestock

According to the latest livestock census, in 1980 there were 5,854,400 
bovines and 995,500 porcines. Domestic fowl in 1979 were estimated at 
13,022,900. Until the mid-seventies, livestock was an important source of 
foreign exchange for Paraguay. Exports of meat and derivative products fell 
abruptly after the EEC and other important markets adopted import 
restrictions. Several meatpackers and other industrial establishments, such 
as producers of leather products, were seriously affected by such measures.
In recent years, domestic fowl producers have developed some processing 
industries.

Forests

V
About 60 per cent of the territory of Paraguay is covered by forests of 

hard and semi-hard wood, highly valued in the international market and 
suitable for a variety of industrial applications. Despite the creation of 
the Department of Forestry Development in 1976 for the protection of this 
natural resource and the promotion of its rational exploitation, 
de-forestation has continued during the last few years at a rate of 60,000 to 
150,000 hectares per year.

The share of wood products has increased significantly in industrial 
production. Exports of wood have also expanded and now include products with 
much higher value added than in the past.
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Mining

Paraguay does not appear to be endowed with important mineral resources, 
with the exception of quarry deposits which account for only 0.7 per cent of 
GDP. However, there are several proposals and recommendations to undertake an 
evaluation of the mining potential of the country.

f
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Together with agriculture, the vast hydroelectric potential of its rivers 
provide the major natural resources of Paraguay. Other natural sources of 
energy derive from the large forestry resources. Today wood is still an 
important source of fuel for the population. Regarding oil, some 36 v°lls 
have been drilled with little success, although large areas of the country 
remain to be explored. In the meantime, the country is a net oil importer.

Thus the main feature of the energy scenario in Paraguay is the series of 
hydroelectric projects, which can be classified in three groups according to 
their location in a) the Paraná River; b) the Paraná River affluents; c) the 
Paraguay River affluents.

The Paraná River projects

The Paraná River is one of the world's largest reserves of hydropower. 
Currently three binational undertakings are at different levels of 
implementation. These are:

a) The Itaipú dam, built jointly with Brazil, it is the largest project 
of this kind in the world. It consists of 18 turbines with a total generating 
capacity of 12,600,000 kwh annually, capable of being expanded to 20 turbines.

The cost of this project is USÍ 14.5 billion. In 1983, three generators 
will start to operate, and three more will be ready in each of the following 
years. The work is expected to be completed before 1990. The construction of 
Itaipú has had a significant impact on Paraguayan activities involved in the 
construction and complementary infrastructure of the dam, and in producing 
construction materials.

b) Yacyretá, in conjunction with Argentina, will have 20 turbines with a 
capacity to generate 2,700,000 kw which will produce 17,550 GWH annually. The 
approximate cost of this work was estimated at US$ 6.0 billion. However, 
considerable delays have affected the start of construction, due to problems

5.3 Energy resources
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in the negotiations between the two governments, despite the completion of all 
preliminary works. Present economic problems in Argentina, wfiich is 
undertaking the bulk of the financing, are further postponing the initiation 
of the works.

c) Corpus, another project with Argentina, is still at the 
pre-feasibility stage and the main characteristics of the dam have not yet 
been defined. The project would have a power capacity of 3,500,000 kw and a 
production level of 15,000 GWH/annually. The work should start by 1985 and 
the production of energy begin in 1991.

Another identified project, also with Argentina, is the Itacorá, with 
2,000,000 kw of power and a capacity to produce 8,500 GWH annually.

The affluents of the Paraná River

The start up of the Acaray dam in 1968, with a capacity of 45,000 kw, 
initiated the exploitation of the hydropower resources of Paraguay. In 1970 
the addition of a second turbine doubled its power output. By 1977, the 
second stage of Acaray was completed, and the power installed in this complex 
now amounts to 184,000 kw, with an estimated expansion of up to 240,000 kw and 
an annual production of 1,060,000 kwh. Moreover, the Paraná affluents could 
be better exploited, utilizing the excess waters of the Itaipú dam. The 
estimated potential of the area is of about 1 million kw.

The affluents of the Paraguay River

Most of the affluents of the Paraguay River are located in the North of the 
Eastern Region. Waterfalls and rapids abound, but so far, no studies have 
been undertaken of the energy potential of this area, whose reserves are 
estimated to be several times greater than local needs.
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5.4 Financial resources

The high growth performance of the economy during the second half of the 
seventies led to an increasing availability of financial resources originating 
in the inflow of ‘‘oreign exchange for the Itaipu project and the upsurge of 
private investments (see Section 2.4). In 1981, the net inflow of capital and 
external credits to Paraguay amounted to US$ 608 million, slightly less than 
the previous year.

Table 21: Capital Movements, 1980 and 1981
(mi 11 ions OF US$)

1980 1981
Inflows Outflows Inflows Outflows

Public sector 100.9 12.7 53.0 20.6

Private sector 240.7 78.9 175.0 70.G

Hydroelectrical projects 
Itaipu 276.6 10.0 319.6
Yacyretci 128.5 151.0

746.7 101.6 698.6 90.6

Net inflows 645.1 608.0

Source: Banco Central del Paraguay,

Since 1980, however, a combination of adverse factors - lower prices for
exports, reduced tourism, decreasing demand from the Itaipu projects, delays 
in the construction of Yacyretd, and the rising internationa1 interest rates - 
contributed to the restriction of the availability of finance for new 
investments. On the other hand, several government measures (including the 
increase of interest rates and a reduction of foreign borrowing) affected
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the availability of credit to the public and private sectors. The growth of 
non-bank financial intermediaries, permitted to pay higher interest rates and 
free of mandatory sectoral credit allocations, encouraged increasing flows of 
financial assets to non-productive activities.

The National Development Bank is in most cases the major source of 
industrial credit, although its industrial operations represent a small 
fraction of its total credit operations. In 1981, industry received 16.8 per 
cent of a total of 22.2 billion guaranies channeled through the Bank. The 
other source is the private development Bank COMDESA (see section 4). There 
are in addition 22 banks and 24 non-bank financial entities.
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UNIDO's Approved and/or Operational Technical Co-operation Projects as at
September 1983

Approval Estimated 
Date Completion

Date

Project Number Project Title 
=Registry File=

10/82 1983 DP/PAR/82/006 Entrenamiento en promoción de 
inversiones

7/82 1983 RP/PAR/82/001 Training in advisory services to 
medium-size and small-scale 
industries

11/82 1983 RP/PAR/82/002 Training in leather and footwear 
technology

6/83 1983 UC/PAR/83/154 Assistance in the development of the 
leather industry

4/82 1984 DP/PAR/82/004* ** Technological strengthening of the 
metallurgical industry

* Large-scale project (= total allotment $150,000 or above)
** Total allotment $1 million or above

Source; Information provided by Division of Industrial Operations, UNIDO.
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