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Preface

This industrial development review of Paraguay has been prepared by the
Regional and Country Studies Branch of UNIDO's Division nf 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 nct necessarily reflect
those of the Government ¢f Paraguay nor do they officially commit the United

Nations Industrial Development Organization to any particular course of actior,

This document hLas been reproduced without formal editing.

The designations employed and the presentatior 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 1ius authorities, or concerning the
delimitation cf its frontiers or boundaries.

Mention of company names and commer.ial products does not imply the
endorsement ol the United Nations Industriel 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-s2ctions. Page 2.5.2,
for example, identifies the second page of informatiom on "Performance of the

Manufacturing Sector", which 1s sub-section 2.5.

Regional classifications, industria. classifications, trade
classifications and symbols used irn the statistical tables of this report,
unless otherwise indic:ted, follow those adopted in the United Nations

Statistical Yearbook.

Dates divided by a slash (1970/71) indicate a crop year or 2 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;

4 blank indicates that the item is not applicable;

One dot (.) indicates that there is in-ufficient data frcm which to

calculate the figure.
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Paraguay 1.1.1
December 1983

OVERVIEW OF PARAGUAY

which is virtually uninhabited.

1.1 The country and its people

Two distinct regions can be identified in Paraguay: .he area to
of the Paraguay River which covers 39 per cent of the territory and

approximately 98 per cent of the population; and the larger area to

soil for agriculture and the more valuable forests.

significant hydroelectric energy potential in the Parand River.

The eastern area contains the most

the east
holds
the west
fertile
The region enjoys

The total

planned capacity of three hydroelectric projects, Itaipd (with Brazil),

Yacyreta and Corpus (with Argentina) has been estimated at 20,000 MW.

BASIC INDICATORS BOX No. 1

Country Data

Area:

number:
density:
growth rate:

Population:

labour force:

adult literacy rate:
life expectancy:
infant mortality rate:

Independence:
Language:

Currency: Guaran{ (¢):

406,752 Km?

3,026,165 (1982)

7.4 inhabitants per Km?

2.6 per cent 1970-81

2.3 per cent, prospective
1980-2000

1,337,312 (1981)

84 per cent (1977)

65 years (1980)

46 per 1000 live births (1981)

14/15 May 181!
Guaran{, Spanish

us$ = 126 ¢

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 Asuncién (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 avazilable, it 1is generally

BASIC INDICATORS BOX No. 2

Resources and Transport Infrastructure

Resources
cash crops: maize, soybeans, rice, cotton,
tobacco and wheat
livestock: cattle 5.4 million head (1981)
forests: 20.3 million hectares
51 per cent of land area
energy: significant hydroelectric potential
in the Parani River
Transport
roads: 1,000 Km (asphalted), 7,500 Km other
railways: 480 Km (1981)
ports: Asuncién, Encarnacién, Pilar,
Villeta, Concepcién and Presidente
Franco
airports: Asuncién (international),
Presidente Stroessner
Source: The Economist Intelligence Unit, Quarterly Economic Review of

Uruguay and Paraguay, annual supplement 1983.
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Paraguay 1.1.3
December 1983

acknowledged that the distribution of income 1is very uneven, particularly in
rural areas. The persistently pncr 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 irputs. Livestock, aud 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. 1In 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, .nd increasing the share of wood

froducts 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 Encarnacién to Asuncién. 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 Itaipid 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.
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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)
growth rate: 9.5 per cent (annual average
1974-1981, in constant 1970
dollars)
Structure of the
Fconomyi/ agriculture: 24.7 per cent
industry: 16.7 per cent
construction: 6.6 per cent
services: 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: Agr-culture 28 per cent; Industry 26 per
cent, including 17 per cent for Manufacturing; and Services 46 per
cent. GNP per capita, calculated according to thre 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 1llustrated 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 iarge hydroelectric nrojects.

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 (particularly of crops with a solid external demand, such

as soybeans).
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The economy was ctimulated by the construction of the Itaipd 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 zue to
sigrificant 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 Itaipd, 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 grcss external debt

L was estimated in that year at US$ 1,350 million, twice as much as in 1979.

Future prospects are strongly related to future energy exports to Brazil
from Itaipid, 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 largzest neighbours.

BASIC INDICATORS BOX 4

Prices ard Exchange Rates

Year Consumer Prices Index Official Exchange Rate
(1980=100) (end of period rates)

1970 1Us $ = 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
lfan-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
(¢) 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, wocd, vegetable oils
main destinations: 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
totil 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, Bolet{in Estadfstico, March 1983 ;
Cuentas Nacionales 1974-1981.
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Figure 1: GDP by Economic Sectors 1960-1981

Total GDP

USSl/ 536 585 838 1ﬂ126 290{? (at factor cost)

% 1 } } }
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Source: WCLL, United liations.
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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 inCernal-market and the lack
of sufficient infrastructure are amosg the most limiting factors. At the same
time, the strong competition offered by prcducts originating in Argeutina 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. 1In the
coming years, expanded availability of electricity for the country could
greatly influence growth in 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 o1l, coconut oil and others), timber and cotton.

e T T T
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BASIC INDICATORS BOX No. 6

The Manufacturing Sector

Manufacturing value added (MVA): Us$ 513.2 million (1981, in
constant 1977 prices)
MVA per capita: Us$ 170.5
Employment in industry:
Number: 207,787 persons (estimate 1981)
Z of total labour force: 15.5 per cent
MVA per worker: Us$ 2,470
Export of manufactures:
value: US$ 231 million (1980)
main goods: cotton, processed goods, animal
oils
destinations: Argentina, FRG, Holland, Brazil
Import of manufactures:
value: Us$ 379 million (1980)
main goods: petroleum, machinery, transport
equipment
origins: Brazil, Argentina, USA, Japan

Source:

Banco Central del Paraguay, UNIDO data base.
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2. STRUCTURE AND PERFORMANCE OF THE MANUFACTURING SECTOR

2.1 Crowth and structural changes of vaiuve addad in manufacturing

Total manufacturing value added in 1981 was estimated at US$ 513.2 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 petrcleum 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, whosc extraordinary
expansion was due in part to the demand originating from the construction of
the Ttaipd dam, and ii) petroleum refineries, whrse 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 -hree digit growth rate for glass products in 1978/79 is
explained by the entry into operation of a single industrial establishment.
Other figures of somewnhat 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.
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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 const:uct the sample from which
the vearly 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.




Jable b Annual Crowmtn Rates of Real Manufacturing Value Added, 1970-1981

(Peteentugus on the Lasts of Values in Local Currency at 1977 constant prices)
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353 Machinuty clectrie ~1.,9 -4 ,0 6.8 7.7 2.3 9.3 6.3 12.7 22.2 26,9 .
3749 Teanspart vquipnent -26.6 -6.5 1.7 1.7 24,1 30.5 6.3 12.8 5.7 6.5 250
313D Profossional and scientific eqip. 1.9 40.6 6.6 2.5 0.0 15.8 5.2 12.7 1.7 1.6 15,2
Mev Gthoer canufactured pvadutts -1.8 -5.8 3.9 3.8 3.7 16.6 2.0 12.8 31,0 11,8 1.1
LU TOTAL MANUFACTLRING 5.7 7.3 $.) 7.9 0.0 3.6 20.7 7.1 1.7 12.1 7.3

T CRAITS S.1 1.2 65,3 1.1 =-25.2 38,9 10.6 46,2 1.4 17,1 15.C

o TOTAL 5.6 7.¢ 8.3 7.4 -0.01 5.5 20.0 9.7 1.6 12,6 8.0

Al 19720/71 and 1971/22 on the baxts of valuus &n 1972 ¢ constant prices

;VC_‘__ Banco Cantral 23] Parsguay "Cuentas Naclonales 197071977 No 14 "Cuentas Nacionales 1974/1981 No 18"

“Cuentas Narfoealoa 1977/4926" s 06

{861 dunf
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Table 2: Structural Changes of Value Added in Manufacturing, 1970-1981
(Sectoral Sharus (Percuntages) on the Lasis of Values f{n Natlonal Currency at Current Prices)
1s1C ISIC-DESCRIPTION 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1580 1681
3110/3120 Feod products 41.7 s0.8 4é,?7 ©3,2 42.% 36.6 37.2 34,8 32,4 30,1 29,4 29.3
3132 Bevuragas 6.7 5.9 $.5 5.6 54 6,1 &.h 6.5 7.9 7.5 Tk 1.8
2l Todasco 4.1 3.8 4.0 33 3.2 3.4 2.4 2.7 2.6 1.5 0.9 1.0
2210 Textiles 6.8 6.1 8.3 7.7 6.8 6.8 1.3 13.1 14,4 9.4 7.7 7.4
32 Wearing apparsl, axc footwoar 1.0 0.9 0.8 0.6 0.7 0.7 0.7 0.6 0.p 0.7 0.4 0.4
3dav Luather products, sxc foatwaar 4.9 4.3 6.0 1.0 6.2 4,3 4.6 3.9 3.6 3,5 1.7 3.2
P Foutwear, <ad TuBder or plastic 2.0 2,3 2.0 2.0 2.8 2.0 3,2 2.7 ) 1.2 3.0 3.
330 wood producte, exc {ummiturs 4.) 4.3 6.6 7.0 7.7 11.7 8.3 8,3 10,3 14,8 16,5 14,4
jsle Furniture, oxc zatsl 0.9 0.9 0.9 1.0 0.9 1.0 1.1 0.9 0.8 1.2 1.1 1.1
3450 Paper and products 0.1 0.l 0.1 0.1 0.1 0.1 0,1 0.1 3.1 0,1 0,1 0.1 3
3420 Printing and publishing 1.8 2.3 1,9 1.9 1.7 2,0 2.1 2.6 2.1 3.2 4.1 4. ‘E' -
1510 Industrial chemicals 1.4 1.6 1.4 1.2 0,7 1.0 13 0.9 1.0 0.8 0.7 0.8 4 T
3520 Othev chamicals 3.7 2.2 2.6 .7 2.6 2.6 3,2 2.6 2.3 2.1 1.8 1.3 »--“h‘-I
3530 Potroleum rufinurics $.2 5.6 6.1 6.7 1.4 11.6 11,5 11,7 10.7 13.3 16,3 16,3 éf"
BRED] ¥isc. potroleum and coal producte - - - - - - - - - - - - o
3530 Rubbar products 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0. 0,0 0.0 0.0 0.0 &
35¢€0 Plastic praducts 0.1 0.1 0.3 0.4 0.8 0.? 0.6 0.6 g4 0.7 1.0 1.5
3¢ Potrury, china, earthonvara 0.0 - - - - - - - - - - -
3620 Class and products 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0,! 0.1 0.1 0.2
3490 Other non mitallic minaral products 3.8 1.4 3.3 1,0 3.2 4,4 4.7 4,5 4,1 3.7 'R 4,4
3119 Iron and sceel 0.1 0.2 0.2 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0 0.0
3720 Nun fstrous metals 0.0 0.0 0.0 0.1 0.1 f.1 0.1 0.0 0.1 0.1 c.? 0.3
BRI Fabricatud aetal 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
p ] Machinory, exc sloctrical 0.l 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0,2 0.2 0.2 0.2
3830 Machinery electric 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.¢ 0.0 5.0 0.1
3540 Transport cquipment 1.2 0.8 0.8 0.8 0.4 0.9 1.0 0.9 0.8 1.0 0.9 0.9
3590 Profoasional and sciantific aquip. 0.3 0.3 0.1 0.2 0.2 0.2 0.2 0.l 0,1 0.1 0.1 0.1
3200 Other manufacturad 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
BIAG] TOTAL MANUFACTURING 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100,0 100.C 100,0 100.0  100.C
TOTAL FANDF, (in miillions of € ) 1,308 12,978 14,679 18,549 28,091 28,074 31,888 41,587 49,674 63,463 £3,662 307,554 |
CRF.S (in =illlons of @) 690 753 814 1,484 2,247 1,685 2,535 3,150 4,u08 6,140 S,470 30,3-7—‘.— ‘
TOTALS (in 2illioni of € ) 12,498 13,7131 15,693 20,03 30,338 29,259 34,221 45,137 54,419 €9 ,00% 92,336 114,469 ;
SOLALE : 2anco Cencral dol Paraguay “Cuentas Naclonales 157071077 No l&
“Cuentas Nacionales 1922/1979" No 16
“"Cuentas 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 mecters) 73,281 74,874 105,869
Bags (thousand meters) 3,557 1,761 905
Tannin (tons) 6,659 15,694 13,207
Mint (tcns) 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,

~ 14 -
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2.2 Geographical distribution of manufaccuring 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 1in 1977 and
reveals some infcrmaticn on this question. It must be stated, however, that
the survey covered only those establishments located in the urban areas of the
country. In additicn, 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 Asuncién and its metropolitan area. The firms in
this region were responsible for 60 per cent of the gross output of all the
establishwents included in the study. These firms also paid 70 per cent of
all the wages ard salaries. The East and North-East region has experienced
important growth in the last few years due to the construction of the Itaipd
dam. Firms davoted primarily to the manufacture cof goods for the comstruction
industry have been established in this region. Similarly, the Ercarnacién
area may witness the establishment of new firms in the near future to supply

the requirements needed for the construction of the Yacyretd dam.
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Table 4: Regional Shares in Manufacturing Gross Output, Wages and Salaries,
1976 (sample only)
Geographical zones Gross )4 Wages and Z
Output Salaries
(a) (a)

1 Asuncién and metro-

politan area 19,686 60.5 3,181 70.3
2 Industrial basin of

Asuncidn 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 Encarnacion 2,489 7.6 152 3.4

TOTAL 22,541 100.0 4,526 100.0
(a) In millions of guarasnies.

Source: "Encuesta Industrial Urbama - 1977", Ministerio de Industria y Comercio -

Divisién de Estadistica y Censos, Asuncidn 1980.

- 16 -
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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 distiuguished
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, 25 per cent of all
the enterprises surveyed were 1in the 19 employees or more category.
Establishments with fewer than 5 employees are known to be treiatively numerous

in Paraguay but no sufficiently accurate estimate is available.

The lack of data on this topic precludes the possibility of recording more
subttle trends in the development of Paraguay's manufacturing. 1In fact,
krowledge about the birth and death of industrial establishments - especially
of those of small ard medium size - would lead to a better understanding of

the evolution of this sector.

- 17 -
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2.4 Ownership ard investwent patterns in manufacturing

i) Role of the public sector

The present policy of the government is to limit the role of the public
sector in the economy, and tc 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, f{luvial 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 sectonr
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 te 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.




_61_

Table 5: LIST OF PUBLIC INDUSTRIAL ENTERPRISES

Name Sector Legal Form Date of Ownership Object Current receipts Capital
crea- (1979) - (in mil- expendi-
tion lions of guaran=- tures
ies.)
1. Industrial Nacional Cement Autarchic 1969 100% Production 2,824 361
del Cemento entity atate of Portland
cement
2, Siderurgia Paraguaya Steel Descentral- 1974 100% Production - (+) 93
(SIDEPAR) ized entity state and commer-
czialization
of steel
&
3. Acero del Paraguay Steel Private 1975 60% Production - (+) ves o
(ACEPAR) (S.A.) state of Steel E®
40% n&
Brazilian o~
capital S
~N
4. Adminstracidn Chemical Autarchic 1975 100% Monopoly of 2,088 222
Paraguaya de Alcoholes entity state Production
(APAL) and sale of
certain types
of alcohol
5. Petroleos del 011l Mixed 1981 100Z Refinery vee .o
Paraguay (PE- state of oil
TROPAR) 40%
foreign
(+) Represents the government in ACEPAR
(++) Not yet in operation.
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with the exception of anm expansion 1in 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).

ii) Role of foreign investments

Since the early seventies, the combination ¢f 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 participaticn. 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 -




.

Paraguay 2.4.4
June 1983

Table 6: Net Direct Investment in Paraguay, 1975-1981.

Country of origin Number of Volume Percent
projects US ¢ millions
Brazil 34 52.5 23.1
FRG 18 51.4 22.6
USA 14 41.0 18.0
Pnrtugal 5 20.4 9.0
Spain 1C 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 Total Foreign
Capital Capital 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 12.8
Total 43,282 26,145 69,427 37.7

Source: Departamento de Promocién de las Inversiones.
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2.5 Performance of the wanufacturing sector

pData for variables such as number of employees by branch, wages and
salaries pald by branch, and number of establishments by branch are not
available for the manufa:turing sector of Paraguay. An analysis of the
performance and efficiency of Paraguav'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 40.7 per
cent in 1971 to 44.5 per cent in 1981 - an interesting result since the

opposite trend was experienced by developing countries as a whole¥*.

In considering individual branches, the ratioc 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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Gross Qutput and Value Added: Values in Current prices 1971_
and 1981 (In thousand of ¢)

Gross Qutput

Value Added

Banco Central del Paraguay, for value added.

~ 2% -

ISIC ISIC-DESCRIPTION 1971 1981 i971 1981
3110/3120 Food products 17,305 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 Foctwear, exc rubber or plastic 900 9,808 326 3,335
3310 Wood products, exc furmiture 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 Misc. petroleum and coal products - - - -
3550 Rubber precducts 9 66 5 36
3560 Plastic products 19 2,960 i8 1,599
3610 Pottery, china, earthenware - - - -
3620 Glass 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: Secretarfa Técnica de Planificacidn, for gross output;
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Table 9: Gross Output and Value Added, Branch Shares (In Percent) in Total Manufac-
turing, 1971 and 1981,

Gross Output Value Added
1sIC ISIC~DESCRIPTION 1971 1981 1971 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 1.4
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
31510 Industrial chemicals 1.5 1.0 1.6 0.8
??5332(? %232 lg?x?nmji'ceaf]ifleries :Z'.gl 1}¢71 25% 116’.:.}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, earthenware - - - -
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 Favricated 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 100.0 100.90 100.0 100.0
Source:  Secretaria Técnica de Planificacidén, for gross output;

Banco Central del Paraguay, for value added.
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Table 10: Shares of Value Added in Gross Qutput by Branches, 1971 and 198i.

Shares of Value Added in

ISIC 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 Jearing 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
2510 Industrial chemicals 43,2 34.0
3520 Other chemicals 22.4 35.2
3530 Petroleum refineries 55.3 5L.5
3540 Misc. petroleum and coal products - -
3550 Rubber products 55.6 54.5
3560 Plac:iz products C 94,7 54.0
3610 Pottery, china, earthenware - -
3620 Glass and products 60.0 48.0
3690 Other non met mineral products 47.2 60.0
3710 Iron and steel 76.9 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 : Secretaria Técnica de Planificacidn, 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 theose 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 sert 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 ilems were petroleum products, electrical
machinery and transport equipment. In terms of their final demand, 77.8 per
cent of all poods imported into Paraguay in 1977 were classified as "processec
poods 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 sp!i* almost evenly between the developed market

ecoromies and the developing countries (see Table 12j.

- 26 -
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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
jgreement that an important portion of all trade flows t» and from the country
are not recorded, particularly those with Argentina and Brazil. Official
figures have to be considered, then, as only a partial indication of the true

structure and volume of Paraguay's external trade.

x = - ———— - y oy & — — R ————N
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Tatle ll: Treduet Mix of Traded Marufactured Goeds, 1970, 1975, 1980, in values in 1980:I pld
EXPORTS INPORTS
SITC 1970 1975 iyee 1973 193 T
z z 4 L3 & h hd x vs 2

o33 Meaz and mwat prepazation 36.16 25.0% Q.45 1,056 G.337  G.Gun - R
cI ¥ilk and creaa 1.017  0.230
Q32 Fish preparation 0.060 0.C42
0222 Rice, tinzed and rolished 0.01 0.05
046 Meal and flour of whest or of meslin 0.131 0.854
047 Yeal and flour of cereals except above 0.132 0.020
14} Cereal preparzticn and starch 0.844  0.791
0652 oried frufc 0.9012 0.C%%
353 Frult, preserved and fruit preperations 1.32 1.22 ¢.071  0.011
55 Vezctadles, roots and tubers, preserved or

rrepared 0.078  0.930
11 Sugar, sugar preparations egnd heney 0.02 6.22 1.3 3,112 0.154 Q.053
cé Coffee excracts, essences gnd similar 0.005
072 Cocoa powder, unsweetened 0.002 0.005
0723 Cccoaz buzzer and cocoa pzst
073 Checolate and related food preparations 0.066 0.091
074 Tea snd maté 1.14  0.22 0.8 1,930 C.088  0.C3i
031 Feeding staff for animils 31,53 426 9.5 21.984 0.062
09 Viscellarecus food preparationa 2.23  3.29 0.402 0.49y 0.: 345
1t deverages 0.05 0.13 .37 9.743 6.7 25,3¢2
122 Tobacco maacfactures 6.95C0 3.3.8 3.8 L0
019 Flour and meal of oil seeds, nuts and kermels
032 Crude rubber (including synthetic and

reclained
2 Xataral rubbes 314 sizilar natural gums 0.003  0.300
233 woud, shaosed or sizply worked 10.82 18.76 28.7 €6.329 0.422
251 Pulp and waste paper
2625 wood shoddy 0.059 0.G24
2627 Wocl or other animal hair, carded or combed 0.001
2628 Wool toos
629 warce of wool and other asimal hair 0.Ch4
263 Cozton 9.10 16.52 45.8 105,833 0.001
66 Synthetic and regenerated fibres 0,036 0.029
Ny Waste materfals froam textile fabrics 0.012
33 Perroleun products 5.052 S5.213 19.2 72,838
$00 Aniral ané vegetable ofils and fats 15.74 8.73 7.4 17,117 0.229 0.026
L1t Aniwal otls and fats 0.04 6,002 0.000  0.003
421, %22 Fixed vegetadle cils and fats 15,70 8.73 0,208 0.0u6
432 Anf=al and vegetable olls and fats

processed 0.001 0.20 0.27
50 Chericals 9.02 8.70 6.7 15,536 12.13 9.25 8.4 31,719
s1 Chesical elements and components ¢.002 989 1.33
82 ¥ineral tar and crude chemicals from coal,

rezroleun and ratural gas 0.10 0.00
53 Dveing, tanning and colouring maZerlais 6.40 0,48 1.9 4,388 0.55 0.4%
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Table !licontd June 1981
EXPORTS 1?20 TSC
S 1970 1975 1980 1970 1975 Lyae
)4 4 b4 LY z z X e
54 Medizinal and phatmsceutical preducts Q.11 5.72 2.03
55 Essentiel oils and pezfure materials; bilet,
polishing and cleansing preparations 6.62 8,11 3.9 9,093 1.22 0.54
56 Fertilizers, manufactured 1.83 .52
57 Explosives and pyrotechnic products 0.32 0.56
58 Plasctic materials, regenerated cellulose and
artifical resins 0.49 1.20
59 Chantcal waterials and products n.e.s. 1.00 1.89
60 Manufactured gocds classified chiefly by
rarerial less 667 (pearl and semi-
precious stoncs) 3.43  5.59 0.€2 S2 21.25 20.19 i5.6 59,122
6l Leather, leather manufsctured, n.e.s.
and dressed fursxins 0.008 0.60 0.02 0.C07
€2 Rubber, nenufactures, n.e.s. 1.62 1.25
63 Food ané cork manufactures (excluding
furnizure) 2.66 4,02 9.05 0.2t
64 Paper, paper board and menufacturea thereof 3.42 3.28 2.7 10,386
85 Text{les yarn, fabrics, msde-up articles
.ad related products 0.C14 0.44 0.02 52 5.47 2.56 2.€ 3,86
66 Ton-mecallic oineral manufactures, n.e.s. 0.73 0.53 1.66 2.037 1.7 13,922
67 Izon and steel 4 .44 6.5 3.7 13,942
68 Xen-ferzous metals 0.64 0.317 1.1 4,131
€9 Finufactures of metal n.e.s. 0.01 3.927  4.295 0.7 2,82
70 Machinery and transport equipment 39.561 45,31 45.2 171,204
71 tachinery, other than electric 16.879 19.6% 19.1 12,237
72 Flecetrical machlaery aoparatus end appliances 6.229 8.265 5.3 22,482
73 Transport equipoent 13.852 17.405 18.6 70,423
a9 ¥iscellanecus waaufactured articles 0.428 0.668 6.238 3.814 1.0 3,920
al csaitary, plumbing, heating and lighting
fixtures and fitrinzs 0.371 0.469
52 Furaiture 0.02¢ 0.004 0.2C6 2.191
3 Trave) goods, handbags and similar articles 0.001 0.u06  0.009
128 Clothing 0.265 0.609 0.7%7  0.119
85 Footwear 0.017
éé Frofessional, sclentific and controlling
tastruments; photographic and optical
gouds, watches and clocks 1.965 1.0C5 0.5 2,000
%y Hivecllancous manstactorcd articles, n.e.s. 0.122 0.055 2.647 i.90 0.5 1,94+
TCTAL M/XNUTACTURES H 100 103
values A4J530 1211554 230,547 60,991 138,777 375,968
TOTAL $ + 8 less 68 values 5,733 18,182 13,568 47,905 132,339 261,86y,
TOTAL traded zoods values 64J065 l74,069 310,230 75,342 211,980 495,512
7otal Manufacturcs B
Total Trade b4 69.52 65.83 4.4 81.05 30.09 76.6
Totel 5+ 3 leas €5
Total tzade Z .95 10.45 4.4 63.67  62.6¢ 53,0

[ £ SO

>

#/ Tris table Zs bosed on tha definfzion of trade in manufacturing covering a 1ist of 145 specically identified SITC 3-digic
OF (-digit codes comzrising s wide range of procussing stagos of sonufactured gocde.

28/ Zrpegc ané lmpert wxpresscd in cursont US dollars (thousands)

0.0 4nélzacing trade wiTh 4 share of loss than ona decimal
0 Indilating re trade
- indicating no Juta

SGuatf:  Sor 137D an€ 1975.%ILG data basc. For 1ws0: Lnited Nations, Yeasbock of laternational Trade Statsstics ive0, i
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TRILE 12: CAlGiN OF IMFCFIS C7 MANUBACTURES EY PRANCHES, 1$9%S */
CENTRALLY
PLANNEL
WOFRLL LEVELOPIMC CEVELCFED MARKET ECCNCMIES DEVELDOPED
TCTAL COUNTRIES TCTAL Usa EEC JAFAN COUNTFIES
SITL LFSCRIPTION 2F TAALE GOCCTS (100G uss) (PEPCENT) (FEFCENT) |PERCENT) (PERCENT) (PERCENT) (PERCENT)
cree-meememsecemememmccaseaam== cscscmsanan e e e e e e e e e " = = = = 4 4 v e = e = = e o e e e
S Cresicals 40s%85 43.96 £2.92 10.45 A3.51 0.€2 2.99
€1 Chremicais elements and corpounds €102 16.7§ €7.7€ 11.14 39.07 0.32 22.27
22 Tar and chericdls frem cos!,petroleun,nat. gas 1 27,31 €c.€C8 €2.¢€8 G.00 0,c0 0.u0
i3 Syeing,tanning anc colcuring materials 2077 28.01 71.90 17.48 64.70 1.8E 0.03
£ ¥adiciral and pharmaceutiical preducts 1266¢ 47.8¢€ ¢1.€ 7.22 3€.16 0.67 0.45
&S Tssentiai ¢ils anc perfure metarials 20§35 e.66 €1.26 12. 40 €€.9¢ 0.41 0.00
¢ fevtilizors,manufactured 24€8 82.95 1€.29 3.¢€5 11.32 0.00 0.72
57 Explcsives and pyrctechnic greccucts 130 67.95 c2.92 11.15 11.71 0.00 6.17
53 Flastic materials,regenerated cellul. & resins 6748 21.07 78.93 14.59 £.21 0.7¢ 0.00
< Cherical materials angd prcducts n.e.s. 9408 68 .91 30.96 0.9 14.79 1,40 0.04
3 Manufactured p00ds classified ty material 7943¢ 58.16 QELEE 10.44 18,12 7.79 1.25
61 Lcatner manufactured rn.e.3. & cressad fur skins 14 24.79 7¢.21 45.53 21.€0 2.77 0.00
s Fudter manufactures n.e.s. 4564 3a.o0 £€2.39 22.90 1€.58 11.£¢ 4. 41
(3] scod and cork minufactures(excl.furniture) 143 28,52 €<.8¢ £.¢c8 12.74 0.24 0.29
64 Faper,papar doard and msnuiectures thereof G2E8 B0.?75 18.99 2.82 7.00 0.38 0.08
€5 Teatile yarn,fatrics,made-up articles 10128 1€.60 7¢<.€3 J9.A7 €.2¢ 32.2$ 1.84
[ Kea=retallic mireral manufactures,n.e.s. 1183¢€ 81l.42 17.8¢ l.71 11.78 2.30 O.14
€? lron anc steel 14351 80.88 18,70 0.58 9.)1 7.88 0.42
€& Necn-lerrcus metals . 1387 72.98 cl. 81 4.74 12.73 0.00 0.00
&S Marnufactures of setal,n.c.s. 27278 46.89 47.71 $.03 2%.¢¢ 3.30 1.8$
? Yachingry and transport ecuipmrent 185427 “«8.21 52442 11.64 1€.08 20.92 0.28
v Michipery,other than electric ’zrree 55.03 44.12 17.¢3 18,12 4.93 0.18
7 Clectrical rachinery,spparatua and appliances JG0€) J2.16 €2.61 14.08 Ja.el 9.€1 1.21
23 Transport egquipTent 77€se 40.43 £S.18 4.8 $.79 41.32 0.0¢
& Miscellancouy manufactured ar*icles 15811 25.37 £€.28 18.46 20.88 1l1.34 1.82
81 Senitary,plusbing,teating & lightping fixtures 1616 7€.07 7.6%5 0.24 £.3] 1.58 0.4§
&2 ferniture 776 20.72 79.15 ?2.11 3.75 .71 0.04
) Trovel zocés,handtags anc sinllar articles 49 3?7.70 £1.78 E44 83 15.95 1l.24 0.00
4 Clotring 435 20.13 71.3¢ 35.11 2ct? 4.E1 1.0§
33 fos tecar 7¢5 7.78 Tek4 0.12 2.80 4.53 8.07
&> Frolessicral,scients. 8 contrcll. instruments 4050 25.7¢ éPL.ES 2%.e8 22.39 10,11 1.24
ES Miscelianeous menulfactured articles,n.e.s. 7454 22.9% €2.97 14.34 27.11 1€.€0 2.0€
TITAL manufactures LI0E4E “B.€S 4c.26 13.34 20.76 10.98 0.76
TCTAL: SI1YC 5-8 LTSt 68 g/ 2320011 47.38 $§.572 11.60 1£.32 14.72 0.94
TCTAL traded anocds: SITC ¢-5 £20¢c¢€7 5§7.36 4C.94 1lala 17.21 $.11 0.63

Note:lats and SITC Zescrigticns refer to SITC revision )

s/ This tavle 13 v2scd on the Jdefiniticn ¢f trade in manufactures covering o list of 148 speclifically ldentiflied SITC 3-digtt
€T &4=Zigal coles compriuing 8 wide range cf precessing stages of manulacliured goods.

@/ Telinition 0f trade 1n manufactures SITC S5-8 less €€ is cne of the most cf{ten (cund.
It covers only itenms reccgnizec as exclusively manufacturcd gocds,f.e. with a high level ¢f manufacturing content.
Spuztcet UNITS cata base;infecrraticn supplied ty the United Naticns Statistical Cffice.

€861 2unp
9-9-z AenBeaey



1A Wit
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CENTRALLY
PLANNET
WCFLD CEVELOPINC DEVELOFED MARKET ECCNCMIES DEVELOPED
TCTIAL CCUNTRIES TCTAL LEs EEC JAPAN CCUNTRIES
$ITC LESCAIPTION OF TRADE GCCDS (1000 USS) (PLRCEN1) (PERCENT) (PERCENT) (PEFCENT) (FFRCENT) (PERCENT)
G: ¥¢at anl peat preparations 5487 47.37 £€2.63) 0.00 4¢.30 0.49 0.00
3422 R:icc.glazed or pcolished nct ctrerwise worked 24 160.00 c.00 0.C0 0.00 0.00 0.00
£¢3 fruit,preserved and fruit preparaticns €54 100.00 0.00 0.00 0.00 0.00 0.00
e Sug2ar,sugar preparations and heney £2 $4.33 4£.67 0.0C0 0.00 45.67 0.00
073 Tea ard mate * 1132 $8.38 1.62 c.00 0.12 0.00 0.00
&1 Ffeeding-stuff for animals 14143 10.53 89.47 0.00 82.71 0.00 0.00
s Fiscoliancous {ccd grezaraticns 1772 $9.50 .50 0.00 0.50 0.00 0.00
12 Yoteiow asnufactures 1¢ 100.00 0.00 0.00 0.00 0.00 0.00
i8¢ wuSe,shaped Or simply worhed cBELE G€.54 .06 0.71 1.82 0.17 0.00
asl Fulz and wdastle pager 13 160.00 €.00 6.00 2.00 0.00 0.00
=3 lottea $8566 23.57 72.70 8.30 28.40 14.€2 3. €8
4 Arixal and vegetable oils and fatls 19111 44.36 €E.64 1€.30 2¢.59 0.00 0.00
321 fixec vegetadble cils,scft (incl.SI11C 422) 18561 44,01 £5.99 16.40 €.7€ 0.00 0.00
421 Anigal and vegetlatle oils and fats prccessed 120 100.00 0.00 0.00 0.00 0.00 0.00
g Chexicals 13844 52,38 47.81 J1.1¢ 18.02 0.72 0.00
€1 Chesicals elements and cospcuncs 4 100.00 0.00 0.00 0.00 0.00 0.00
€3 Lye.ng,tanning and colcouring raterials 3742 21.57 78,43 78.43 0.00 0.00 0.00
<4 ¥ogicinal end pharmeceutical prccucts 164 100.00 C.00 0.00 0.00 0.00 0.00
&3 Zssential oils ano perfume materials S84 62.85 2¢.96€ 14.00 21.11% 1.01 0.00
£33 Plastic materiszls,ro cnerated celivle & resins 48 100.00 0.00 0.00 9,00 0.00 0.00
39 Cheaical materials and prccducts n.e.s. 1 100.00 c.00 0.00 0.00 0.00 a4.00
€ Mznutactured goods classified by naterial 20380 €2.09 37.90 3.70 22.€¢ 0.80 0.00
[ Lestner senulfactured n.e.s. & cressed fur shins €48 3.59 €¢.35 0,00 63.90 2.50 0.00
£3 wcad and cork manuvfaectures(cxcl.furniturs) 13550 90.26 Sa74 <85 .82 0.00 0.00
€4 Par¢r,paper boarc and manufactires thereo! 4 100.00 c.00 0.00 0.00 0.00 0.00
65 Textile yarn,fatrics,macde~up articles 163 77.54 cieal 0.00 22.46 0.00 0.00
66 Noa-nmetallic mineral manufacturas,yn.e.s. 46 0.23 $$.77 0,00 95.77 0.00 0.00
? Machinery and transport equipeant 32 14,31 $.€$ 85.69 0.00 0.00 0.00
71 Machincry,other than electric 2 100.00 v.00 0.00 0.00 0.00 0.00
23 Tranrsgort equipment 30 $.20 $0.80 90.¢80 0.00 0.00 0.00
8 Miscellaneous manufactured articles 229 86.13 1%.87 0.00 11.60 2.27 0.00
32 firriture 2 0.00 100.00 0.00 100.00 0.00 0.00
£ {rove: gJocds, hendbags and sicilar articles 21 10,12 Es.n8 0,00 8%.88 0.00 0.00
ta Cloth:ing 87 7747 TR 0.C0 1€.£ 5.95% 0.00
es Yeotwear 2 100.00 0.00 0.00 0.00 0.00 0.00
5% ®lszcilaneous manufaciured articles,n.e.3. 127 $9.93 ¢.0? 0.00 0.07 0.00 0.00
1{TAL sanclfactures 204189 42.77 £8.42 8.13 2€.64 724 1.78
T{T4L: SITC 5-8 LESS €8  a/ 34465 58.:10 41.64 14.78 15.49 0.78 0.00
TETAL traded gocos: S5I1TC ¢-§ 308176 JS.43 €2.35 5.87 . 35.5¢. £,28 .. le18

€861 2unp
L9z KenBeaey

Neteitaty ane SITC descriztions refer to SITC revisicn }
%7 Tnas tavle U3 biscc on tlte cefiniticn of trade (n manufactures covering a4 !{st of 148 speciflcslly Identified SITC 3-diglt
cr 4=212{t coudes corprising & vlde range ¢f precessing stages of manufactured goods.
2/ 1efariticn Of traZe in zanutectures SITC 5—-8 less €€ la ¢cne of the wost cften found.
wrers unly fters roccgnizec o3 erclusively manulaciured goods,i.e. with a high level of menufacturing content.
$osrex: UNILO Ceta Bascilrfcreaticr aupplied Ty the Unrit-d Naticns Statisticel Cftice.




Table 14: Exports and Imports Classified by Level of Processing, 1970 and 1979, and Trend Growth Rates:
1970-1975 and 1975-1979

T T EXF O-;—T-S-- T - ) 1 r-;-o-;-;-; -----------
CLASS SHARE CF TOTAL CLASS GROWIN RATE CLASS SWARE CF TCTAL CLASS GRCUTH RATE
cuasses TT(PERCENTAGL) | (PERCENTAGE)  (PERRENTAGE) (PEFCENTAGE)
1§70 1979 1$70-1975 1$7§-1979 1570 1§79 1$70-1%75 1$75-1979
A T Ner-precesscs goecs for further frecessing 36.32  €3.52  31.65  20.65  17.20  1€.65  30.4z 20,90
2 : Proctsies geods for furiher grecesaing 2a1e 29.20  32.77  13.e2 .11 w5t ze.e¢ 1zae
C 1 Nen-precesacé goaca for finel wse  10.23  2.98  14.33  -a.e7 0.21  c.85  go.eq 32,2t
T : Precessec gocds for final wae  2s.27 3.65 20478 -23.10  74.48  77.85  24.62  29.07
Sum cf classes: A*B+sC+D in 100C current USE Gigig 30%%%% 7%%%% 52%%67
Teral trace SITC 0-5 in 100C cwrrant UL esoss  sesize  7s2a2  szoesr

SCUEFCT: UNIDO data base;Infcrmaticn supplied by the United Nations Statistlcal Cfflce,vith estimates by the UNIDO Secratariat.

Note:Calculations are taseo cn currert us dcller prices.
Sun of classes and¢ Tctal trade {igures should be identical.Cliscrepancles or zero values are due to lach
of counterys" trace repcrting in general,but especially at the 2=,4~ snd S-dlgit SITC level.

€861 aunr
8- 9-¢ AenBeaeq
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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 strategiis 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 ilunvestment
promotion. The last plan covers the period 1977-1981. It is iun 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 matural 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 "Secretarfa Técnica de Planificacién, 20 afios de
planificacién indicativa en el Paraguay', Asuncién 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 spectruii, 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 Econémico y Social, 1977-1981, Vol. II, p.
77.
_35_
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3.2 Policy instruments

The main policy instrument for industrial development is Law 550 on tbe
Promotion of Investments for Economic and Social Developmert, 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 exempiion 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.

¢) 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 Asuncién, Chaco and Boquerén 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

taxec on all imported inputs for industry not produced in the country.

_36_
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Regarding financial incentives, the Central Bank bas 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 lo).

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, hvdrocarbons 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
(Thousarnds of USS)

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 Fcondmico 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 A
Projects (millions @)
Food...ioiiviiiennennnnenann 226 17.0 7,705.9 9.2
Beverages......covuceuieccvonns 32 2.4 3,019.0 3.6
TobaccCo..cviiiieeieenennenrens 22 1.7 494 .4 0.6
Textiles...ooviieivenanennnnes 27 2.0 1,451.6 1.7
Cotton gins....ceveeeruvenvnns 24 1.8 3,320.9 3.9
Clothing....cevversnnanncannss 33 2.5 220.6 0.3
Leather......oeeviiiincnninnnns 21 1.6 817.0 1.0
Foorwear (1).....occevvninnennn 7 0.5 78.2 0.1
Wood productsS....oenvenvencens 243 18.3 8,499.3 10.1
Furniture.........coovvuennnnn 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 productsS......ccvuvuen 26 2.0 997.7 1.2
Glass manufacture............. 3 0.2 685.5 0.8
Construc.ion materials (2).... 109 8.2 3,845.3 4.6
Metal products.........oc0v-.. 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........... ceee 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
S1il0S.uieiiriiinerenrnnncannes 36 2.7 8,418.8 10.0
Tourism (Hotels).............. 20 1.5 785.6 0.9
Banks......oveinenien, . 7 0.5 1,243.0 1.6
TranSpPOrt..veeeeeeeeceonnanens ) 42 3.2 2,754.9 3.3
Others......ocoveevvnsenns veee N 35 2.6 1,706.0 2.0
TOTAL ‘ 1,330 190.0 £4,111.4 100.0

(1) For Years 1971-1975: Footwear and Clothing
(2) For years 1971-1975: Nonemetallic minerals

(3) For 1975: Includes manufactyring 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. Severzal
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 fiir technische Zusammenarbeit (GTZ) of the Federal Republic of

Germany. Table 17 presents the list of existing industrial projects.
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table 17(a): Planned Industrial Projects, Industcial Projects of Possible Undertaking Before 1985

1sic Project Quantity to be Investments Employment Market
produced perx (Thousands
annum™ uss$)
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
3113 Canned fruits 50 t fruits/day 1,200 15-25 dom. and foreign
3113 Fruit mairmelades 160 k/hour 1,000 5 domestic
3115 Vegetable oils and fats 40 t/day 13,500 50 forelgn
3119 Sweets 500 t/year 800 12-15 domestic
3121 Red-pepper 400 t/year 160 5-10 domestic
3122 Animal feeds 20,000 t/yeax 110 10 forelgn and dom.
31 Sub-total '"757276* .
" 3513 Plastic tubes o 500 t/yeax 200 T 15-20 " domestic T
" 3blv | Electrical supplies - o 1,000 t/year 1,600 o T 130-150 domestic
Jovl Sanitaxy tiles and other cerxamic 2,000 t/yeax 130 45 domestic
3091 Ceramic for construction 10,000 t/year 15,000 40-50 domestic
3092 Lime 15,000-20,000 t/year 4,000 50 domestic
309y Concrete products not available not available
3o Sub-total 20,730
© 38137 Steel constructions T not available not available T T
3822 Agricultural equipment 60 15-20 domestic
35 Sub-total 60
T TOTAL B 40,460 o T T

* l=iiter; t=ton; k=kilos
Secretaria Técnica de Planificacidn, 1982 !
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Table 17(b):

Other 1 dentified Industrial Projects.

1SIC Project Quantity tp be Investments Employment Market
produced per (Thousands USS$)
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 domestic
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 unitse/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

€861 dunrp
£ ¢-¢ LenBexeq
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Table 17b (contd)

ISIC Project Quantity to be Investments Employment Market
produced per (Thousands US$)
annum
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
sl
Y
la
3620 Glass bottle 34 milliors “p
bottle/vear 3,500 50-60 foreign and dom. 2 £
g
o w
o .
W W
—— R . , =
3710 Ferrous magnresium 50,000 t/year 18,000 90 foreign
3710 Ferrous silicon 40,000 t/year 18,000 S0 foreign
37 Sub-total 36,000
3811 Wire nails 900 t/year 60 5-10 domestic
3811 Screws 300 t/year 500 8-10G 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
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. INSTITUTIONAL FRAMFWORK FOR INDUSTRY

Tre following is a list of the main entities dealing with different

aspects of industrial development in Paraguay.

i)  PRegulation 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 ‘nvestment
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 .or
sectors and regions; reccmmends 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 identification 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 aavice.
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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 Fconcmic Coordination; wholly owned by the State.

- Development Bank of Paraguay (COMDESA) - 100 per cent owned by
ADELA and local commercial banks, 1t 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.

- ii1) Technology

- National Institute of Technology and Technical Standards -
within the Ministry of Industry, provides technical assistance
to industry anc 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 Pegional Cooperation

Paraguay is a member of the following regional cooperation
organizations in ] itin America:

- latin American Integration Association (LAIA) - Paraguay enjoys

"relatively less developed country" status, which entitles the
country to receive special treatment from the other members of
LAJA, 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; Paragu.ay borrowed US$
7,675,000 by 1981 from its lending facility.

URUPABGL - a subregional grouping joiring 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.

Business organizations

Industrial Union of Paraguay. (UiP)

Federation of Production, Industry and Consumption (FEPRINCO).
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5. RESOURCES FOR INDUSTRIAL DEVELOPMENT

5.1 Human resources

Paraguay 1s 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 Asuncién 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 1inadequacy 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 Asuncién 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 Nationmal
Vocational Trz.ning Services, established in 1971 and receiving suppert 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 “Educacién Técnica Bisica" providing basic techmical

training in intermediate skills¥.

%* Ministerio de Educacién y Culto, Programa de Educacién Técnica y
Capacitacion Professional.
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Table 18: Technical Training: Number of Enrolled and Graduated

Students, Classified by Discipline (1951).

Enrolled

Graduated

Total

Total reliated with

Administration ....
AETOTGECNANICS savee
GUNSMIth seieeecses
Graphic arts .s.e...
automecharnics .....

Communication .....

Industrial
“lectronics

Y PN +
Aaanzgeneny

Technic

o 0 0 0003

industry

a8 00 800 00
"o 800 00
00 0000
® %50 0058 00

Carpentsy ceeecceccnee
Computetion ..ieecesses
Civil construction .,,.
Technical design .....
Carpentiry ..eceecoeacss
Electricity eceeececose
Asro-indugtry .eeevess
Industrial chemistry .
Mlachinistis seeessecenns
Mechanics (various) ..
Refrigeration ........
Trensmicsions

e & 6o

e 8 0 00

o 4 0 20

o s 0 0

(211 disciplines) ..eeeecacas

69
164
126
191
514

22
164

26
129

3

306
12
134
65
700
123

514
12
28
18
24
15
86
21
1¢€

244
34

pdg. 57.

4
\42

r

\

Ministerio ce Haciendn, Dire
y Censos, "inuario =s tic

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

Enrolled l Graduated
Total (2ll disciplines) ecevecessan ======Zl&911===$====l£§§l===
Total related with industry ...... 8,462 T44
Civil Engenceering coveesesncscsees 1,700 45
Industrial Zngeneering .cceeceessse 37 --=
TOPCETATNY sescecrovsnscosscsonens 593 --- '
Z1ectromecaniCsS sesesecscscsscases 62 2
T1eCtTONiCS cevevrrosnssosaceannss 305 16 l
accounting and Administration .... 2,933 375
FCONOMICS tseesceroscsssccnnsonnns 137 65
_ Chenistry and Pharmacy ...ceeesese 1,422 141
“orest Engineering ....icccee0c0en 16 _—
Science and TeciANo0loZY ceeeecessco 700 39
COMDUT2LION seevvecscscescnsacense 280 23
Cirers directly related with in-
AUSETY cvevoncevosasoccscasacsons 317 35

Source: Ministerio de Hacienda, Digecgién Ceneral de Tstadisti-
ca y Censos, "4nuario Estadistico del Taraguay" ifio 1221
pig. S53-54.
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5.2 Raw material resources

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

rainfali). &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, 40 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.

*
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 150,200 172,400 228,800 272,200 360,300
Soybeans

prod 220,086 283,547 376,859 333,130 549,213

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

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

area 20,609 27,809 29,800 21,500 20,500
Tobacco

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

*  Harvested area shown in hectares, producticn volume shown in tons.
Source: Direccién General de Estadfsticas 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 impertant 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 estabiisaments, such
as producers of leather products, were seriously affected by such measures.
In recent years, domestic fowl producers have developed some processing

industries.

Forests
N

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 industriai 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.
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5.3 Energy resources

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 1s still an
important source of fuel for the population. Regarding oil, some 36 wells
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 1s the series of
hydroelectric projects, which can be classified in three groups according to
their location in a) the Parani River; b) the Parani River affluents; c¢) the

Paraguay River affluents.

The Parani River projects

The Parani River 1is one »f the world's largest reserves of hydropower.
Currently three binational undertakings are at different levels of

implementation. These are:

a) The Itaipd 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 US$ 14.5 billion. 1In 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
Ttaipi has had a significant impact on Paraguayan activities involved in the
construction and complementary infrastructure of the dam, and in producing

construction waterials.

b) Yacyretd, 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
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in the negotiations between the two governments, despite the completion of all
preliminary works. Present economic problems in Argentina, which is
undertaking the bulk of the financing, are further postponing the irnitiation

of the works.

c) Corpus, another project with Argentina, 1s 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 Itacord, with

2,000,000 kw of power and a capacity to produce 8,500 GWH annually.

The affluents of the Parani 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 Paranid affluents could
be better exploited, utilizing the excess waters of the Itaipd 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 Itaipd 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
(millions OF US$)

1980 1981
Inflows Outflows Inflows OQutflows
Public sector 100.9 12.7 53.0 20.6
Private sector 240.7 78.9 175.0 70.0
Hydroelectrical projects
Itaipd 276.6 10.0 319.6 -
Yacyret4 128.5 - 151.0 -~
7146.7 101.6 698.6 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 Itaipi projects, delays
in the construction of Yacyretd, and the rising international interest rates -
contributed to the restriction of the availability of finance for new
investments. On the other hand, seve-al government measures (including the

increase of interest rates and a reduction of foreign borrowing) affected

- 56 -
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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 16.5 per
cent of a total of 22.2 billion guaranies channeled through the Bank. The
other source is the private development Bank COMDESA (see secticn 4). There

are in addition 22 banks and 24 non-bank financial entities.
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6: LIST OF TECHNICAL ASSISTANCE PROJECTS TO SUPPORT INDUSTRIAL DEVELOPMENT

UNIDO's Approved and/or Operational Technical Co-operatiou Projects as at

September

1983

Approval  Estimated Project Number Project Title
Date Completion =Registry File=
Date
10/82 1983 DP/PAR/82/006 Entrenamiento en promocién 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 deveiopment 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,

pr—— g
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