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1 

The main purpose of the mission for which I was chosen ~ the Presi
dent of the Central Bank and the U.S. AID Mission to Paraguay during my stay 
in Asunci6n from the last days of October, 1961, to the end of January, 1962, 
was to draft a program of public investment during the next five years. 

In this ~J'J:rA I had the firm support of the President of the Central 
Bank and of his principal co-workers. Especially, I had the valuable help and 
cooperation of the Department of Economic Studies. The Minister of Agriculture 
and Livestock and the Economic Department of the Ministry of Foreign Affairs 
furnished documentation and comments of much interest. The Institute of Social 
Security furnished information on the financial situation of that entity and on 
occupational history, as well as on the measures foreseen for future years. 
I have received help from the representative and the various advisers of the 
United Nations, as well as from the U.S. AID Mission to Paraguay. Finally, 
I have been able to gather information and opinions from private individuals 
and organizations, especially from the Federation of Production, Industry and 
Commerce. 

I am grateful for the opportunity here of thanking all these persons 
and organizations, which helped me immensely, giving me documentation, infor
mation and criticism, and alloWed me to share insofar as possible their intimate 
knowledge and experience as regards the economic and social situation. 

Economic activity has increased little since the end of the last 
world war for various reasons, of which the principal ones seem to be these: 
the rigidity and low level of the greater part of the agricultural economy; 
excessive concentration of the population in the central region; lack of modern
ization in the livestock economy; severe fluctuations in the market for forest 
products; insufficient basic economic equipment; and the serious inflation which 
continued up to 1957. Moreover, for reasons which are principally circumstantial, 
activity decreased in recent years. 

There are, however, reasons for expecting the economy to be able ~o 
react favorably in the coming years: the cyclical recovery of the economy 
suggested in 1961 and the expansion of the lumber market; the new possibilities 
offered ~ the Free Trade Zone (LAFTA) as well as ~ the Alliance for Progress. 
On the other hand, the exchange reform of 1957~ has permitted monetary stabili
zation, although somewhat precarious; and the increase in public investment, 
especially in economic infrastructure, must bring a better and more intensive 
exploitation of the important available physical resources of the country, i.e., 
fertile land, grassland, forests and hydroe1ectrical potentialities. 

But, if the exploitation of these new possibilities is to permit the 
economy to break out of the vicious circle of stagnation and low public revenue$ 
a substantial effort on the part of the entire population is definitely required 
and the greatest austerity in those public expenditures which are not necessary 
for economic development. 
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Therefore, the following is recommended during the next quinquennium: 

Strict planning and coordination of the developmental action of the 
-- Government and State organizations, as well as or the public sector 

and private enterprise, through a technical planning organization. 

__ A budgetary reform for better tax structure and tax administration, 
reducing the taxes on exports and on imports of producar goods, and 
increasing the tax burden on other items; also, a reform of the 
structure and administration of expenditures. 

__ An increase in public investment and its concentration in the 
productive sectors, in basic economic services, and also in the 
regions having more immediate development potential, which are: the 
central zone, Encarnaci6n and the road to Puerto Presidente Stroessner. 
The goal suggested is from 8,500 to 9,000 millions of guaranies (at 
the 1960 value) in five years, which would mean an annual average of 
double the public investment in 1960. 

__ An increase in private investment channelled toward those sectors and 
regions having greatest developmental significance. The goal suggested 
is about 15,000 millions of 1960 guaranies in five years, which would 
mean an annual average of more than triple the private investment in 
1960, which was quite low. 

__ In relation to the entire production of the country, the increase would 
be from 10% in 1960 to 15% in 1965 and 1966. 

The papers included in this report are: 

A general report which includes an examination of the general economic 
situation, of the problems of development and of the necessary priorities, 
based on an annual analytical study; a study of the importance of total 
desirable investments and of the possibilities of financing the public 
investment estimated to be -appropriate; a summary, in the form of 
conclusions, of the problems and the recommendations for economic policy 
and for State action for development. 

__ A program of public investment based on the criteria stressed in the 
conclusions of' the preceding document. This program draws together 
existing projects, adapts them to the possible limits of' achievement, 
and coordinates them in order to concentrate effort and obtain the 
highest returns. It proposes an approximate annual distribution of 
th~ completion of' the projects. 

__ A program of' basic studies for better knowledge of the economy is 
annexed to the program of public investment; and 

__ A study and outline of a planning organisation. 

These studies must be considered preliminary to planning and not 
planning i tseIf' • It must be made clear, in particular, that what corresponds 
to evaluation of' investments and to the possibilities for financing, as well as 
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to the program of public investment, is nothing more than a tent~tive and 
illustrative outline. Because of the short time dedicated to this work, 
because of the lack of precision in a great deal of the data and because 
of the absence of data on the economy, on investment and on the financial 
situation of the public sector, and because of the lack of reliable infor
mation on many investment projects, it was impossible to arrive at the desired 
precision, either in the forecasts or in the reconciliation of the projects. 

It is absolutely necessary that these studies be revised and 
completed just as soon as a planning organization is established, should 
the Government decide to set up such an organization; it then would have 
the mission of improving these studies as soon as poss~ble, and, at the same 
time, and more important, of preparing a real plan for development which could, 
after 1965, replace the tentative outline. 

In spite of the difficulties encountered in the studies, the lack 
of precision in the basic data, and because of the hypotheses in the fore
casts, it has appeared to me opportune to arrive at concrete conclusions 
in this tentative outline. It is true that the margin of error in these 
conclusions is quite high, but certain difficulties and impossibilities, as 
well as the necessity of certain adjustmen~ are clearly revealed, so that 
these conclusions can serve as a guide and as a method for the elaboration 
of a policy and plan for the economic and social development of the country. 
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GENERAL ECONOMIC SITUATION 

In spite of great effort in the last few years to know the eoonomy 
better, statistical data are still scarce and must be interpreted with great 
caution. 

The demographic census was taken in 1950 and is the basis for 
measurement of the population, which was estimated at 1,768,000 inhabitants 
in 1960. The growth of the population was placed at 2.3% annually. The 
importance of emigration to neighboring countries is not known, but it could 
be of significance., 

In 1960 the domestic product per capita was estimated at the 
equivalent of U$Sl17, and per capita income at U$Sl03. In spite of the 
inexactness of these global data, it is certain that per capita income does 
not greatly exceed U$SlOO, as it is one of the lowest in Latin America. 

The national product increased quite a lot during the last world 
war because of the strong foreign demand, which caused an increase in the 
production of exportable goods. However, when demand fell after the end 
of hostilities, the rate of growth of economio activity experienced a sharp 
decline. In the last ten years the growth of the domestic product was about 
18%, while population growth was an estimated 25.7%. It is true that the 
increase in the domestio product oan be,under-estimated, particularly with 
respect to the consumption of farm products on the farm; it is also possible 
that the rate of population growth is overestimated. However, it can be 
presumed that the per capita product has not increased; it increased a little 
up to the period from 1955-1958, during which time it was relatively high, 
but during the years 1959-1960 it probably returned to the 1950 level, and, 
perhaps, was even lower, due to the decline in the total product. 

The structure of the domestic product changed in the last decade; 
the proportion resulting from servioes increased, especially electric energy, 
financial enterprises, and public administration; the relative position of 
the productive sectors fell. These sectors together followed more or less 
the same course as that of the total product up to 1955, but from then on they 
came down steadily, not only in volume at constant prices, but also in per
centage of the total product. 

The reason for this evolution must be found in agriculture, whose 
product fell rapidly after 1955. Here, as has already been said, it is 
very possible that the subsistence production of the peasant, the estimation 
of which is very difficult, has been understated. It can be supposed that 
this production has increased at the same rate as the population, but it is 
highly improbable that it has increased any more than that. Considering the 
total production of goods with a relatively large mark~t demand, which can 
be estimated with more accuracy, it can be seen that, aside from the favorable 
periods such as 1954-1955, and 1957-1958, agricultural production has remained 
practically stable during the entire decade, and even more so, if one takes 
into consideration the total marketable production of the small farm. There
fore, it can be assumed that the money income per capita of the rural popu
lation has gone down. 
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Cattle raising has remained more or less stable. It is true that 
the product generated by cattle raising increased because of the great increase 
in the meat industry, which utilized a growing proportion of animals slaughtered 
for export. Nevertheless, this fact was not the consequence of an increase in 
the number of slaughtered cattle, but of a reduction in internal consumption. 

Forest exploitation fluctuated widely with two periods of low activity: 
1951-1955 and 1959-1960. The year 1961 marks a recovery in this sector. 

The industrial sector went up 55% during the decade. This increase 
was continuous up to 1958, which was the highest point. Activity registered 
a drop in 1959-60. Of the several industries the one which grew the most, the 
most steadily and until the end of the period, was the meat industry, prompted 
by a strong foreign demand. As regards the other industries which, with the 
exception of the tannin industry, produce mainly for the domestic market, most 
of them in 1960 exceeded their production in 1950. Nevertheless, at the end 
of the period their production remained stagnated or had even gone down. The 
production of intermediate goods or of consumer durables began to fall in 
1956 and 1957, while the production of non-durables continued, although it 
declined during the last few years. 

During the period under consideration exports have risen very little. 
A decline began in 1956 and became accentuated in 1959 and 1960. The statistics 
on foreign exchange income follow the same trend as those on the value of 
foreign sales, although less marked, probably because the customs declarations 
were undervalued, due to the high taxes on exports that were applied in 1958 
subsequent years. The tonnage exported in the last few years also diminished. 

The exportation of meat products has increased a great deal, until 
it represents almost 30%, and, with leather, more than a third of all exports. 
Forest products have decreased, quebracho extract continuously and wood in 
a fluctuating manner. Exportation of Paraguayan tea has increased considerably 
in the last few years. In spite of the increase in tobacco sales, agricultural 
products taken together have diminished because of the hard and continuous 
drop in cotton exports, which was not a result of an increase in the textile 
industry, but of a reduction in cotton production. 

In 1961 exports passed the 1960 level, but remained under the 1958 
level, and far under the 1956 level. 

This rather unpromiSing trend is the result of the weakness of the 
market and of foreign prices, especially for lumber and tannin; although for 
agricultural products this trend is due more to domestic production and 
marketing conditions. 

Exports, for which the per capita value ramains very low (approxi
mately U$S20), do not now represent in the economy the dynamic force which 
they had during the last world war. Certainly it was the strong foreign 
demand and the rapid increase in exports which gave impetus to economic 
activity in its development up to 1946, and this development was not the 
result of normal growth. For that reason, the trend was broken as soon. as 
foreign demand weakened again. The resulting inflation (the value of 
currency went from i3 per U$S1 to illO at the end of 1957) disorganized 
and discouraged economic activity so that it could not recover nor even take 
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advantage of the increase in foreign demand during the period of the Korean 
war. Disorganization and discouragement reached a peak in 1956, most of 
the productive economic activities falling thereafter and provoking the 
inescapable reaction toward monetary stabilization. Nevertheless, because 
of the very great rigidity of the economy in the agricultural sector, the 
coincident drop in foreign demand for forest products, which in 1956 repre
sented half of all exports and the fall in prices, as well as the deflationary 
effects of exchange and credit reform which were not counterarrested by 
complementary development measures; the trend of economic activity barely 
passed in 1958 the 1956 level and decreased thereafter • 

.. . . . . 
The most urgent and serious problem is that of exports. Until 

growth of exports is in full SWing economic activity will continue to languish 
for lack of a dynamic element which can give impetus to the whole economy. 
Domestic trade is still low, because the majority of the population is 
engaged in agriculture and has a reduced proportion of products for sale in 
the market (40%). In addition, industrial activity for production of 
domestic necessities is small, and there is an excessive concentration of 
population in a limited area. Therefore, only exports can bring about a 
large increase in the money income and buying power of the people. 

Products which are sold in foreign markets can be classified into 
three groups of similar importance: forest products, livestock prqducts, and 
agricultural products. The first group has a difficult market, whether 
because of the decreasing demand for tannin or because of the highly fl~ctu
ating demand of the single market for l~ber. The second group has a good 
market with growing demand; however, the internal conditions of production 
will not permit exports to continue increaSing, because up to now this 
increase has been based on a reduction in domestic consumption, and not on 
an increase in livestock production. It is evident that the growth of exports 
cannot continue if there is not a change in the structure of production with 
an increase in herds, increase in the percentage of annual exploitation and 
increase in the average weight of slaughtered animals. The third group has 
decreased much more because of internal production and marketing conditions 
than because of the trend of foreign demand. Although the markets far cotton, 
tobacco, fruit and vegetable oils may not have the growth potential that 
meat has, there are no major problems as there are in the case of far est 
products. The exports of this group are more diversified, and this diversifi
cation alleviates the consequences of the fluctuations in international prices. 
These exports could increase a great deal. ' 

Forestry employs less than 2% of the active population, livestock 
12%, but agriculture employs almost 45%. Therefore money income from exports 
from the first two groups, which represent two thirds of the total, is distri
buted directly among less than 15% of the population. Income from agricultural 
exports is distributed among 45% of the active population and, consequently, 
has a much greater and more diffused impact on the whole of economic activity, 
reflected in the development of industry and of the various services, besides 
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not being subject to much leakage tbrough the importation of consumer goods, 
expatriation ~f earnings, investment in construction projects having little 
productivity, etc. 

Ve have nov arrived at the basic problem of the economy, which is 
agricultural development. A recent study of the Department of Economic 
Studies of the Central Bank estimates that, in 1960, the domestic product 
per capita waS approximately U$S117, and that the product of the agricultural 
and livestock sector was more or less U$S75 per capita. Hovever, since the 
product of livestock is 45% of the agricultural and livestock sector, that 
of agriculture wouli be more or less U$S55 per capita. As a large part of 
tho product corresponds tQ large ranches employing only a few persons, for 
most of the agricultural population, perhaps more than a third of the total 
population, a much lover product per capita would obtain. Thus, a high 
proportion of the population has, over and above subsistence necessities, 
a very reduced purchasing pover. 

until .agricultural activity is increased, there can be no doubt 
that industrial development and the development of services will be difficult, 
slov and precarious with such a limited market. Also, activity in general 
will be tightly bound to fluctuations in foreign demand, which are particularly 
strong with regerd to forest products; and, as in the past, alternate increase, 
stagnation and reduction in the national income will be periodically experienced. 
Moreover, the disequilibrium, which could increase, between agriculture and the 
other sectors of the economy will necessarily produce inflationary pressures. 

Agricultural yields per hectare remain stable and even diminish, as 
in the ease or cotton, which was during another period the most important cash 
erop of the small farm. At the same tilll.e it does not appear that the areas 
cultivated have increased tQ the extent that population has increased. It is 
.stilllated that 7fY1. of the farms, QT, that is to say, more than 100,000, have 
an average dse .r fewer than 4 hectares, while a peasant family can probably 
cultivate, at the present level or it. technical possibilities, about 10 
hectares. However, there is still wide availability of land suitable fQT 
agriculture, aDd, particularly, a great extension of fertile and almost 
unoccupied land 'without agrioultural exploitation on the Alto Paranl with a 
density .r population or 0.8 inhabitants per square kilometer. The credits 
granted to agriculture have gone down 65% since 1957, and in 1960 represented 
only 2.2% or the product of that sectQT. 

The excessive concentration of the population in the central region 
between Asuncion and Villarrica constitutes a very serious problem. It 
prevents cultivation from being extended, so that it remains belov the increase 
or population when, rather, under present circumstances it ought to exceed 
population growth. The danger of soil exhaustion arises, IlI,S can be observed 
in the reduetion in the yields from cotton cultivation. It also prevents to 
a certain extent the development or domestic trade because of the similarity 
or crops and common harvest times. 

Although precise statistical data are lacking total investment in 
the country appears to be low. In the last 10 y-ears the annual rate of 
investment was an average of 10% of the national product, though a little 
higher during the first five ye .. ·s (ll%), and a little lover during the last 



-8-

five years (9%). This is the result of a reduction in private investment which 
was not offset by public investment, even though the latter has increased to 
a great extent. The rate of investment is definitely insufficient to bring 
about an increase in the product per inhabitant. Besides, the yield or invest
ment seems to be relatively low, which is normally a consequence of the reduced 
rate. 

Although fiscal revenues have increased up to 1958 the public trea~ 
is relatively weak. Current expenses increased, due principally to the expenses 
of education and health, but savings did not increase. Public investment was, 
during the last three years, financed by a relatively high percentage or foreign 
resources, estimated at 45%. Nevertheless, the financing with local resources 
includes, besides fiscal savings, relatively important loans of the Central 
Bank. The total of taxes does not seem to represent a high percentage or the 
domestic product and of the national income (10 and 12%); however the tax 
structure presents certain uneconomic characteristics, especially the taxes on 
exports established since 1958, which slow down economic activity. Revenues 
remained more or less stable from 1958 to this year. On the other hand, expenses 
corresponding to the service of the foreign debt contracted for the financing or 
public investments have increased a great deal. In 1961 these expenses repre
sented almost 4.5 millions of dollars, and, before 1965, they will be no less 
than 3 millions of dollars. 

. ..... 
Faced with these problems it is essential to promote exports energeti

cally and to accept sacrifices in order to do So. In this respect, it is . 
necessary to continue increasing exports of meat products, and at the same time 
reduce insofar as possible domestic consumption. Along with the reduction in 
beef consumption, production of pork and domestic fowl, which give rapid returns, 
must be increased in order to substitute for beef in the diet. Programs which 
contemplate the channeling of investment towards increased beef production must 
be begun right away, because the problems and the necessary measures for their 
solution are known. It is principally a question of credit and or marketing. 
Nevertheless, the special problem of potable water in the Chaco, a region which 
offers greater possibilities, would require State participation, even if o~ 
for research in underground hydrology. 

The demand for lumber in Argentina and Uruguay is now high, and this 
demand is expected to be even higher in the near future. This circumstance, 
should be taken advantage of to the greatest possible extent, but without at 
the same time neglecting the other groups of exportable products. 

The Agreament of Montevideo and the result of the negotiations in 
progress relative to the Free Trade Zone furnish possibi~ities for the expansion 
of exports, not only of primary products, but also or finished and semi-finished 
products, 'particularly or lumber. 

The Free Trade Zone and the expansion or the lumber market can help 
free the economy from its present stagnation. But this liberation will not 
be possible without stimulating agricultural production. If agricultural 
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not rapidly, those national industries which 
needs will not able to compete with industries of other 

Trade Zone with like products, because their market viII be too 

it is 
declil:ul 
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Departilllelltal and JmW:.:LCJ..p<U 

in thilil 
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It is also essential to reform the tax structure. Uneconomic 
elements in this structure such as taxes on exports, which impede the 
general development of the economy, should be eliminated. Similarly, i~ 
is necessary to increase public revenues in order to be able to make essential 
investments and to pay the operation and maintenance costs which such invest
ments imply. Also, an increase in certain administrative expenses for technical 
assistance to agricultural producers and for control and organization of the 
marketing of their products should be contemplated. It would ,be a good idea 
to consider the extending of financial aid and aid in the form of technical 
research to municipalities of the regions of the greatest economic importance 
for investment in productive activities - aid which the municipalities, with 
their small income, cannot afford; provided that this assistance is related 
to a particular contribution, whether financial or labor, of the municipality 
concerned. 

There is no doubt that in the present Situation, in order to give 
impetus to the economy and encourage development more rapid than population 
growth, thus raising the real income of the population, public investment 
and public expenses, whenever they are closely related to productive activi
ties, playa preponderant role. Breaking the present languid tendency and 
acceleration of the rate of development depend upon public investment and 
public expenditures and on their orientation; and will be possible only if 
a high percentage of income is concentrated on the development of the national 
economy. 

The ~ircumstances appear to be favorable. The reactivation of the 
lumber market in the neighboring countries, the new possibilities offered 
by the Free Trade Zone, by the Alliance for Progress, and the ve:! probable 
cyclical recovery of the economy after a ~ years of low activity permit us 
to hope that with a sound and stable currency the national product will rise 
appreciably during the next few years. These circumstances must be boldly 
taken advantage of for the economy to experience and accelerate growth. 
otherwise it is very possible, even probable, that, after a few years of 
relative prosperity, the stagnation will return by the cyclical process which 
the country has experienced during the last decade. 
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SIZE OF THE PROGRAM OF PIlBLIC I~Tl1E.i.NT 

During the last five years, gross investment has presented very 
different characteristics: 

__ With the exception of the year 1958 the rate of investment did not exceed 
10% of the domestic product, and the average for the period was approxi
mately 9.5%. 

__ Public investment represented a high percentage of total investment, and 
private investment remained very low, even in 1958, in spite of the fact 
that in that year private investment was more than twice that of the 
immediately preceding and subsequent years. The highest points occurred 
in 1957, due to a strong increase in public investment, which represented 
55% of total investment, and in 1958, when public investment represented 
33% of total investment. The average for the period was 38.5% for public 
investment and 61.5% for private investment. 

The year 1960 corresponds more or less to the average of the period, 
with gross investment at 10% of the domestic product, and divided, 40% for 
public investment and 60% for private investment. 

Nevertheless, at 1956 prices, the value of investment in 1960 is 
a little below the average for the quinquennium, due to the decline in the 
National Product during the period. 

Average 1956-1960 
1960 

Public Investment 

585 
521,4 

Private Investment 

931 
936,3 

(In Millions of 1956 Guaranies) 

1,516 
1,457,7 

During the last three years total public investment was, in millions 
of current guaranies: 

Central Government 
State Agencies 
Total: 

2$7,2 
573,9 
871,1 

2$7,7 
479,8 
777,5 

1960 

399,8 
463,6 
863,4 

994,7 
1,517,3 
2,512,0 

This investment was apportioned among the varions branches of 
activity in the following form during the entire period 1958-1960: 



Agriculture 
Livestock 
Transportation 
Industry 
Electricity 
Public Health 
Education 
Other 
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1,1 

86,9 

8 

1,5 
1,4 

51,3 
2,3 
6,5 

35,8 

1,4 
0,8 

65,3 
1,4 
4 

24,7 
3,9 1,6 

_,_M., .. _______ '. ____ ~ ___ ,_~0:::.J.L:::8:... 

100 100 100 

The social services, especially public health, received 26.3% of 
total investment. The basic economic services, transportation and electricity, 
received 69.3%, and the productive activities only 3.6%. 

During the same period public investment was financed with the 
following resources (millions of guaranies). 

Ordinary revenues of the Central Government 
and of State Agencies 870 35% 

Q!!Ll!kl!~LJ!!¥.!.lLl;£.@..!L ______ ______________ , ___ -.i1.Q_~ 

Total National Resources 1,380 55% 
Foreign Resources ...1.t..U.~_ ..k2!.. 
Total Public Investment: 2,5l2 100% 

It is obvious that the investment rate is very insufficient. It 
appears that in the last decade the ratio between the increase in annual 
investment and the domestic product was around 0.18. Since the data are not 
precise, it may be that the ratio was a little higher, but it surely did not 
exceed 0.20 - i.e., five units of capital would be necessary to obtain one 
unit of product. However, even with this ratio, a rate of investment of 10% 
of the national product would correspond to an annual increase of 2% of this 
product, that is, always less than the growth in population. 

An annual growth of 5% of the national product would be quite 
satisfactory, although this growth is not the highest, and would permit a 
per capita increase of about 2.7% annually. But, at the present ratio, there 
would have to be an investment rate of 25% of the national'product, which is 
clearly impossible given the economic level of the country. An annual 
growth of 4% of the product, which would mean a per capita increase of 1.7%, 
would require an investment rate of 20% of the national produot, which is still 
very higho 

In order that the national product may have sufficient growth with 
a supportable investment rate it is essential that the ratio between increase 
in investment and increase in the produot be greatly improved. This can un
doubtedly be done; a ratio of 0.25, or 4 units of capital to 1 unit of produot, 
is within the country's reach, and could even be bettered in time. 
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Such a ratio indicates that for an annual growth in product of 
5% an investment rate of 20% would be necessary, and that for a growth in 
product of 4% an investment rate of 16% would be necessary. This last 
rate still represents an important effort; but it is attairu+ble. 

Therefore, the following goals for the next- quinquennium could 
be suggested: 

1.- A minimum ratio between increase in investment and increase 
in product of 0.25, i.e., 4 units of capital to 1 of product. 

2.- An investment rate of 16% of the national product. 

This last goal would theoretically correspond to the following 
in millions of 1960 guaranielJ: 

1960 ~ l.2§l ~ J.2§2 ~ 

Product (annual 
growth, 4%) 25,000 27,040 28,120 29,240 30,410 31,620 

Rate of investment 10% 16% 16% 16% 16% 16% 
Investment 2,500 4,320 4,500 4,680 4,860 5,060 

which would leave for total consumption: 

Consumption 22,500 22,720 23,620 24,560 ~5,550 26,560 

whereas, in orcller to maintain the level of consumption per inhabitant with 
an annual growth of 2.3% the following would be necessary: 

22,500 23,547 25,209 25,789 

Due to the recent growth of the lumber market and to the cyclical 
recovery of the econo~, as well as to the new market possibilities offered 
by the Free Trade Zone, it is very probable that the national product will 
increase from 1960 to 1963 at a rate greater than 4% annually. A study by 
the U.S. AID Mission to Paraguay estimates that this rate coulcll average as 
much as 6%. If' from that point the product continued to grow at an annual 
rate of 4%, the following trend would appear: 

25,000 28,100 29,800 31,000 32,200 33,500 

or, in other words, an average annual growth of about 5%, -which appears very 
possible to attain, and perhaps to exceed, provided the growth of the product 
in the years 1961-62-63 is in accordance with the foreoasts. 

With the investment indicated in the preceding table, the following 
distribution would be made: 
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1960 1962 12.§.2. l2M J.2.§2. 1966 

Product 25,000 28,100 29,800 31,000 32,200 33,500 
Investment 2,500 4,320 4,500 4,680 4,860 5,060 
Investment Rate 10% 15,4% 15% 15,2% 15,2% 15,2% 
Consumption 22,500 23,780 23,500 26,320 27,340 28,440 

Thus it can be seen that the rate of investment would, in this case, 
be a little insufficient. 

It is, therefore, desirable to plan the growth mn'investments in 
another form, so that by taking advantage of the relatively high increase in 
the product which is expected in the near future, investments can increase more 
progressively, until they reach the desired rate of 16% at the end of the period. 

The following targets can be proposed: 

1960 .ll2§ll 1962 12.§.2. l2M ~ 1966 

Annual growth 
in product ( 6%) 6%, 6% 4% 4% 4% 

Product 25,000 ( 26,350) 28,100 29,800 31,000 32,200 33,500 

Investment 
rate 10% 14% 15% 15,5% 16% 16% 

Investment 2,500 4,000 4,500 4,800 5.,1{;0 5,350 

Consumption 22,500 24,100 25,300 26,200 27,050 28,150 

Annual growth 
in consump-
tion (3,5%) 3,5% 5% 3,4% 3,3% 3,2'/0 

In this way, total consumption could grow until it reached in 1966 25% 
over the 1960 level, with an average annual rate of increase, of 3,8'/0, exceeding 
the rate of population growth and improving per capita consUmption by an average 
rate of approximately 1,5% annually. This growth would be a little greater during 
the first years because it appears to be preferable, upon the economy's emerging 
from a period of criSiS, for the consumption level of the people to increase more 
during the first few years, so that they will have greater incentive to produce. 
The people can be asked' afterward to make a more important contribution to 
investment, since at higher income levels investment will be less burdensome. 

Moreover, investments cannot rise too suddenly, because they require 
various elements, such as studies of projects, productive capacity of construction 
companies, and production of certain goods, cement for example, which need time 
to adapt to the increase in investment. If these aspects are not taken into 
account, projects could fail to be completed, prices could rise excessively, and 
imports might be made which are unnecessary and dangerous to payments equilibrium 
and monetary stabilization. On the other hand, when it appears probable that 
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public investment can increase immediately with foreign aid already granted 
or under negotiation, private investment will increase progressively since 
it depends upon improvement in the economic environment. Thus, the growth 
of total investment forecast in the last table seems to be better adapted 
to foreseeable possibilities, with a total value during the period a little 
superior to that estimated necessary in the first forecast~ and with an 
estimated feasible investment rate of 15% during the last two years of the 
period, thus bringing about a quite favorable situation for continuing ahead 
in the next period. 

It is evident that these calculations are quite arbitrary and that 
,they are based on imprecise data. Nevertheless, they furnish a general guide 
for economic policy and the approximate size of investment and consumption. 
Moreover, taey have the great advantage of bringing certain difficulties or 
impossibilities to light. 

Particularly, it is clear from these calculations that these fore
casts cannot be realized nor can the national product be increased sufficiently 
over and above population growth without a great improvement in the capital
output ratio. It is essential that a minimum ratio of 4 units of capital to 
1 unit of product be obtained imnIediately, and that this ratio improve even 
more later. 

This improvement can be obtained rapidly, but it requires energetic 
and immediate action in the following three points: 

1. Concentration of public investment in the economic sectors and in those 
projects having highest returns. 

2. Concentration of private investment in those projects having the 
highest and most rapid returns by selective granting of public aid, 
such as loans and exoneration of taxes, so as to postpone projects in 
branches of activity which already have partially idle productive 
capacity, as is the case in certain industries. 

3. structural reforms and regulatory measures, the most important and 
urgent of which are: Tax reform, systematization of land tenure, and 
creation of a planning organization whose precise function will be 
to select projects and assign resources with a view to obtaining the 
highest return from developmental efforts. 

As has already been indicated, within total investment, private and 
public investment will not rise simultaneously. Public investment, with a 
determined government attitude and foreign aid, can rise rapidly, but private 
investment cannot be expected to have incentive in the present stagnated economy. 
With the improvement foreseen for the economy in future years, private investment 
may return more or less to the level of the first five years of the last decade, 
i.e., to approximately 8,5% of the national product, as against only 5,3% 
during the second quinquennium of the period. But it will certainly not rise 
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any more until the economic environment has improved as a result of a rigorous 
selection of public investments and of the necessary legislative measures, 
especially fiscal, all of which will require some time. 

Therefore, it is prudent to consider that the ratio between 
private and public investment will remain about the same as it was in 1960, 
equal to that of the average of the last quinquennhun, that is, 60%-40% 
during thA first period. But after 1964 the ratio should be improved, with 
a relative increase in private investment, which would bring about an improve~ 
ment in the ratio between the increase in investment and the increase in 
product, and would permit a reduction of the concentration of public investment 
by economic sectors, though not before private investment has represented a 
high percentage of total investment, say about 70%, still below the level it 
attained dur:l.ng the period 1951-1955, when it was 80%. 

The following forecast can therefore be tabulated: 

1960 J.9..§~ 19M. ~ 19M 19.66 

Rate of total 
investment 10% 14% 15% 15,5% 16% 16% 

Private investment 6% 8,5% 9% 10% 10,5% 11% 

Public Investment 4% 5,5% 6% 5,5% 5,5% 5% 

Total investment: 2,500 4,000 4,500 4,800 5,150 5,350 

Private investmentl,600(60%)2,450(6O%)2,700(60%)3,100(64%)3,350(65%)3,650(69%) 

Rublic investment 900(40%)1,550(40%)1,800(40%)1,700(36%)1,800(35%)1,700(31%) 

or, in other words, after ]963 it would be desirable for public investment to be 
between 1,700 and 1,800 million 1960 guaranies. 

As for the financing of public investment if it were distributed in 
the same proportions as the average of the period 1958-60, it would be as 
follows: 

Total 12.£g ~ ~ l2§.2 1966 
(1958-60) 

National resources 
55% 4,690 850 960 960 960 960 

Foreign resources 
45% 3,860 700 790 790. 790 790 

Total: 8,550 1,550 1,750 1,750 1,750 1,750 

In short, foreign resources necessary would be on the order of' 30 
million dollars. 
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However, things cannot happen that way. It is very possible that, 
because of the increase in investments which must be contemplated, the 
national resources will not be sufficient during the first few years to 
finance 55% of the necessary investment. MOreover, some of these resources 
have been derived from Central Bank loans of an inflationary character. . 
Therefore, to reach the desired investment level it will be probably necessary 
to ask for greater foreign financing. On the other hand, the proportion of 
foreign financing should be gradually reduced as far as possible until it is 
adjusted to the level of the foreign costs of investment, while domestic 
costs should be financed with national resources. It can be roughly estimated 
that, on an average, direct foreign costs represent between 30 and 35% of 
investment. Therefore, it would be desirable to finance public investment 
with 65% of national resources and with a ~ of 35% of foreign resources. 

However, this proportion of financing is not so important during 
a period of transition as the total Talue of investment. Thus, the proportion 
will follow from the capacity to finance with national resources, and this 
JlUst be examined now. 

For the last three years fiscal revenues have bee!!.: in 1959, 
abnormally low because of the diminution of economic activity; but approximately 
equal in 1958 and 1960, not in current guaranies but in their dollar equivalents. 
Therefore, one may take the 1960 figures as a point of departure, or, 3,400 
million guaranies. However, current expenditures in 1960 were noticeably higher 
than those of 1958, and surpluses lower. But sinc~ it is always difficult to 
reduce current expenditures, it is more prudent to take as a base the value 
of the surplus in 1960 (tf233,8 million) or, in round figures, 250 million 
guaranies. 

In the absence of any tax reform, it can be considered as a first 
approximation that ordinary revenues will increase at the same rate as the 
national product. If the same proportion of current expenses were maintained, 
the trend would be the following: 

1960 1962 12.§l .l2§.4 12M l2.§Q 

Product 25,000 28,100 29,800 31,000 32,200 33,500 
Ord~ revenues 

(13,8% 3,400 3,900 4,100 4,280 4,450 4,620 
Current expenses 

(12,8%) 3,150 3,619 3,802 3,970 4,128 4,285 
Surpluses (1%) 250 281 298 310 322 335 

It is evident that surpluses would be very inferior to the foreseen 
needs and that the increase in current expenses would have to be vigorously 
restrained. If the increase in current expenses were held to a level a little 
below population growth, or 2f, annnally, which could well be done during the 
next five years, another forecast could be made. However, service on the foreign 
public debt must first be set apart since it has a separate trend, in contrast t 
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the servicing of the domestic public debt, which would be included in current 
expenses. The foreign debt considered here is that of the Central Government, 
plus that of tbe NercbantFlee't, witb wbich the Central Government is charged, 
not tbat of the otber State organizations. 

1960 ~ l2§l ~ 12M 1966 

Ordinary revenues 3,400 3,900 4,100 4,280 4,450 4,620 
Foreign debt 225 293 283 257 201 201 
Otber current 
expenses 2,925 3,044 3,105 3,167 3,230 3,295 

Total current 
expenses 3,150 3,337 3,388 3,424 3,431 3,496 

Surpluses 250 563 712 856 1,019 1,124 

Out of ordinary revenues, a tax of 5% of tbe value of imports was 
imposed in 1961 to provide capital for tbe Development Bank. That is, tbe 
corresponding amount collected will be utilized for loans to private enterprise, 
whetber for working capital or for investment; it cannot, therefore, be included 
among the fiscal resources available for public investment. The amount of this 
collection is estimated for 1961 at some 120 million guaranies, and one may 
suppose that it will grow at about tbe same average rate as tbe economy, or 5% 
annually. Tbe following forecast tben can be made: 

1962 l2§l ~ 12M 1966 

Fiscal surpluses 563 712 856 1,019 1,124-
Capital of tbe Development 
Bank (120 ... 5%) 126 132 139 146 153 

Fiscal surpluses remaining 
for investment 437 580 717 873 971 

Besides fiscal surpluses investments were financed also by revenues 
of State organizations. In tbe period 1958-60 the financing of investments 
by revenues of tbe Central Government and State agencies reacbed a total of 
¢870 million, of wbich fiscal surpluses were ¢587 million, while ¢283 millioh, 
or an annual average of ¢94 million was derived from revenues of State agencies. 
This amount came principally from the Social Security Institute, which directed a 
part of its savings to public investment, a part of which was devoted to invest
ments of a financial character which cannot be considered here. Data on the 
savings of other State orgapizations are lacking. During receht years tbe 
savings of the Social Security Institute have grown at a rate a little 
below 10% annually. Therefore, the following preliminary hypothesis can be 
made: 

l2.26. l2§.2. ~ 12M J.222 
Available fiscal surpluses 437 580 717 873 971 
Available savings of State 
Agencies 100 110 120 120 l4Q 

Available savings of tbe 
Public Sector 537 690 837 1,003 l,lll 
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Another source of national resources for investment was loans from 
the Centrill Bank. Nevertheless., in the present situation the utilization of 
this source represents a serious danger of inflation. In spite of an increase 
in 1961, foreign exchange reserves will not, by the beginning of 1962, greatly 
exceed 1 million dollers, or about 4% of the annual value of imports. The 
credit policy of the Central Bank cannot be expansionist. It must also be 
borne in mind, that import deposits have already been reduced and continue to 
be progressively reduced~ If the expected improvement in the economy and the 
expected recovery of exports are achieved, growth can take place more rapidly, 
thereby increasing the availability of liquid funds. 

But it is also essential for exchange reserves to increase to around 
30% of the annual value of imports, or about 10 million dollars. Until this 
point is reached the situation is dangerous, and the monetary and credit 
policy of the Central Bank must be extremely cautious. It must, therefore, be 
considered that until exchange reserves increase to at least 10 million dollars, 
loans from the Central Bank cannot be depended upon, except in emergencies and 
to reduce the effects of fluctuations in public income, for short periods, and 
in very limited amounts. 

Furthermore, as has already been seen, one of the characteristics of 
the present situation is the low level of private investment, which must be 
increased rapidly. Thus, when the exchange position has improved, it will be 
preferable that the credit policy of the Central Bank channel possible credit 
toward the formation of private capital, especially through the Development 
Bank. Because of the need to promote private investment as much as possible 
during the coming five years so that it may reach a high level in relation 
to the national product and to public investment, domestic loans for public 
investment cannot be considered during the period contemplateQ. 

Nevertheless, it should be pointed out here that what has just been 
suggested with respect to the trend of current expenses is ouly a first 
approximation. This is so because, whereas certain expenses may not rise 
above their present level or may rise fer less than 2% annually, other expenses 
will rise more rapidly because of the increase in investments themselves, and 
because they are necessary to support economic growth: expenditures for the 
maintenance of investments; expenditures for the development of experimentation, 
of technical aSSistance, of control of agricultural and livestock epidemics 
and diseases; expenditures of depertmental public administration in areas 
selected for control of the marketing of agricultural products, for technical 
assistance to the municipalities; expenditures for the formation of technical 
personnel for developmental needs; also, insofar as possible, expenditures for 
education and public health should increase more than the population,at least 
by the end of the period - their increase should never be below that of the 
population. 

A thorough investigation will be necessary in order to determine the 
foreseeable trend of current expenditures, taking into account the effects 
of investment projects and of the improvement of the administrative and economic 
environment - an investigation which this preliminary study has not been able to 
make. 
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Another element of greatest importance is that ot the indispensable 
fiscal reform, which presents two entirely oPPosing aspects. In order to 
modify the tax structure so that revenues can increase, a period of about 3 
years will be required. But it is very important that the most obvious un
economic characteristics of the tax system - i.e., taxes on exports - be 
abolished, because these taxes depress activities which are precisely those 
most necessary and urgent to encourage in the economy. 

The amount of such taxes collected in 1960 was 215 million guaranies 
and will be approximately ¢235 million in 1961. It may re.ach ¢250 and ¢265 
million in 1962 and 1963. Though necessary and urgent, abolition of these 
taxes will reduce total fiscal revenues and fiscal surpluses by the same amount 
in the next two years and even in 1964, because the fiscal reform contemplated, 
even if begun now, will not produce during this year all the positive effects 
which can be expected. 

Moreover, it seems certain that some 40% of these taxes are evaded 
through exoneration, because whereas an EeLA study indicates that the customs 
tax burden imposed by law represents 28% of the FOB value of imported goods, 
registered collections are less than 18% of the registered value of imports. 
To say it another way: the proportion of exoneration of customs duties far 
exceeds the. proportion of imports of capital goods, which averaged 31% of 
total imports during the last three years. Fiscal reform will have to take this 
aspect into account and will have to totally abolish tariff exonerations or, 
in exceptional cases, reduce them. On the other hand, certain articles which 
are necessary to the economy, such as agricultural implements, pay customs 
duties and other taxes which are excessive, and Which should be reduced or 
abolished immediately. Therefore, in spite of the fact that in the immediate 
future a great deal of severity and austerity might be applied to the granting 
of exonerations of customs duties, there is little probability that the advised 
reductions in customs duties could be compensated in this way. Rather, the 
necessary emergency measures in this matter, which would be taken as a result 
of the study of tax reform, will probably cause a new reduction in total tax 
revenues. 

This is to say that the reduction resulting from the suppression of 
taxes on exports must be considered as the bare minimum reduction in tax 
revenues ariSing from the emergency tax.reform measures. There would therefore 
be at least ¢800 million more which should be solicited from foreign sources 
for the financing of public investment, or approximately 6,5 million dollars. 

The national resources for the financing of public investment would 
therefore be: 

1962 l.2£2 l22it ~ ~ 
Fiscal surpluses 187 315 4.32 873 971 
Savings of state agencies 100 110 120 130 140 
Total savings 287 425 552 1,003 1,111 
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Financing would be as follows: 

ll1bli2 Investment Local Resources Forei~ Resources 

1962 1,550 100 287 18,5 • 1,263 81,5 
1963 1,750 .100 425 24,5 1,325 75,5 
1964 1,750 100 552 31,5 1,198 63,5 
1965 1,750 100 1,003 57,5 747 42,5 
1966 1,750 100 1,111 63,5 639 36,5 
Totals 8,550 100 3,378 39,5 • 5,172 60,5 

The total foreign resources necessary would be about 41 million 
dollars. 

The servicing of the resulting new debt however, must be taken into 
·account. It would fluctuate around 9% annually, a relatively light burden since 
it concerns long-term loans at low interest rates. This burden would normally 
be during the period about 1,200 million guaranies, or 9,5 million dollars. 
The new debt which would have to be contracted in the period, would then be 
approximately 50 million dollars, and the annual servicing would be as high 
as 575 million guaranies, or 4,5 million dollars. The financing of public 
investments would be 26% from national resourees for the period and only 
37,5% in 1966. The servicing of the foreign debt for the entire public sector 
would reach a very high level. 

Service of the existing debt 408 
Service of the new debt 

Total 408 

19&1 
386 
114 
500 

~ 

369 
233 
602 

12M 
286 
373 
659 

1966 

280 
474 
754 

1.9f[l 

275 
574 
849 

Financing would depend for a long time on a high proportion of foreign 
resources; the burden would be almost intolerable, and undoubtedly the volume 
of public investment would have to be reduced. 

As a consequence, it will be necessary to increase public revenues 
to a higher percentage of the domestic product. This percentage is 13.8% at 
the present time J the percentage represented by taxes is 10% and could rise 
2% more, and so raise the foregoing shares to 15.8% and 12% respectively, which 
would provide an increase in tax revenues 0:& \&644 million in 1965 and \&670 
million in 1966~ 

However, since the budget reform will not be able to produce its full 
effects before 1965, it will also be necessary, in the negotiation of loans, to 
try to have their servicing postponed for a period of two years. 

Half of the increase in public revenues could then be devoted to 
financing public investment and to servicing the new debt. The following data 
are projected: 
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1962 !.9.§2 12.§A 12§2 ;1.966 Total 

Savings of the public 
sector 287 425 552 1,325 1,446 

Service of the new 
debt 114 233 

National resources 
available for invest-
ment 287 425 552 1,211 1,213 3,688 

Complementary.foreign 
resources 1,263 1,325 1,198 539 537 4,862 

Public investment 1,550 1,750 1,750 1,750 1,750 8,550 

The total foreign resources necessary would be 39 million dollars. 

Service on the new debt would be the following: 

!.2§.i.. .J.<Z2Q J.9jZ ~ l2.22 

114 233 341 389 438 

The distribution of the financing, in percentages, would the following: 

1962 !.9.§2 l2M 12§2 .J.<Z2Q ToteJ. 

National resources 18,5 24,5 31,5 69,5 69,5 43,5 
Foreign resources 81,5 75,5 68,5 30,5 30,5 56,5 
Public investment 100 100 100 100 100 . 100 

There would thus be an important improvement in the situation by 1965, 
although the change could actually be more progressive; it is probable that a 
slight increase in public revenues will alreapy be evident by 1964, but it is 
also probable that not all the effects of the tax reform will be attained by 
1965, and that the increase in these revenues will not yet have reached 2% of 
the domestic national product. 

As projected, an increase in the current expenses necessary for 
economic and social development could therefore be contemp+ated. However, an 
increase in public investment and in the capitalization of the Development Bank 
must also be contemplated in order to obtain an increase in product greater t~ 
4% annually as projected for the last years of the period, and which, as has 
already been said, cannot be considered sufficient. Nevertheless, the projections 
cannot be modified any further, since they are very approximate and preliminary 
due to the lack of precise data and because the situation in 1965 and 1966 will 
be the result of a combination of numerous factors which do not depend solely 
upon the decision of the Government. Among these, the following can be 
mentioned: Marked increase in total investments; strict austerity in the amount 
and distribution of current expenditures during the first three yearsJ strict 
coordination and selection, aimed toward economic development, af public 
investment and public expenditures; fiscal reform which will result in an 
increase in public revenue; important foreign financial aid (30 mllion dollars 
in the first three years, and $39 million throughout the quinquennium), on a 
long-term basis, and having deferred servicing for two years; growth or the 
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domestic product by ffI, annually during the first two years. 

The effects of those factors cannot be estimated with sufficient 
exactness to form a basis for modifications in develomnent nolicy. As a 
result, it will be necessary to make new projections as a consequence of 
the policies adopted, of the reforms applied and of their probable effects, 
of the foreign aid obtained, and of the growth of the econo~. On the basis 
of these projections a more precise and appropriate pro~ of action should 
be established from 1965 on. 

Foreign loans already granted but which are still not totally 
utilized amount to an equivalent of 16,225,000 dollars, to be utilized during 
future years. They correspond to investments of ANTELGO, the road from 
CaaguazU to Puerto Pte. Stroessner, that :from Paraguar:! to Encarnacion, and 
vessels for the State Merchant Fleet. Moreover, .the global fipure includes 
financing with fUnds derived from the sale of agricultural surnluses of the 
United States of projects which have yet to be determined. 

On the other han&, loans for financing work on the Asuncion airport, 
the electric plant of the River Acaray and colonization on the Alto Parana 
have been requested. These loans amount to almost 21 million dollars, More
over, budgetary aid has been requested to facilitate fiscal reform. The foregoing 
total 37 million dollars for public investment, plus the budgetary aid. 

This amount undoubtedly depends llpon the decision with regard to the 
electric plant on the Acaray which presumes a loan of 19,500,000 dollars. 
However, it should be added that other loans :for new projects can surely be 
obtained. In any case this information indicates that the volume of foreign 
aid of 40 millions of dollars considered necessary is within the realm of 
possibility, provided it corresponds to projects which have been thoroughly 
studied and which can clearly aid economic development. 

Also, a loan of 3 million dollars was granted for the Development 
Bank, and other loans have been solicited from public financial institutions in 
order to supply credit to private enterprise: for agricultural credit, 4 million; 
for agricultural implements for the small farmer, 5 million; for credit for 
forest exploitation, 2 million; for credit for livestock production, 2 million, 
or, in total granted and solid ted, 16 million dollars. In addition, a loan 
of 2 million dollars is being negotiated for the Banco Privado de Desarrol~, 
S.A. A private loan of 4 million dollars was solicited too, for supnlementary 
foreign loan funds, whether for public investment or for private enterprise, 
but without having been divided between the two sectors. 

Besides the ~pital of the Development Bank, new resources for credit 
to private enterprise would be: 

_The capitalization derived from the 5% tax on imports, which was estimated 
during the coming quinquennium at 696 million guaranies; 
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_The loan already granted to the Development Bank of 3 million dollars, 
or 378 million guaranies. 

__ Solicited loans which, if all are obtained, would amount to 15 million 
dollars, or 1,890 million guaranies. 

The general total would then be approximately 2,950 million gua
ranies. Without taking into consideration the distribution of these resouroes 
among loans for working capital or for investment, and without considering 
the average period over which the funds would revolve, it is interesting to 
note that they represent approximately 19% of the total private investment 
estimated to be necessary during the period - i.e., a total of 15,250 
million of guaranies. 

-.........• -
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GENERAL CHARACTERISTICS OF THE ECONOMIC SITUATION 

RECOMMENDED OBJECTIVES OF DEVELOPMENT POLICY A..ND PUBH(LA..Q.'l;:IQ.~ 

From an examination of the economic situation the principal nroblems 
which impede development can clearly be seen. 

1. The economy lacks the motor element: domestic trade remains reduced because 
approximately one-third of the population has very limited purchasing 
power, and because the proportion of agricultural products for sale does 
not exceed 40% of total production; exports which alone can provide a 
dynamic element at the present time, are at a low level and are increasing 
too slowly. 

2. The basic problem is that of agricultural production, which employs 
approximately 45% of the population; the volume of production is low, 
and about-70% of the agricultural populatjon, or one-third of the total 
population, has very limited purchasing power. 

a) Yields per hectare do not increase, and, in the case of cotton, have 
even diminished. 

b) The cultivated area has increased at a rate slower than population 
growth. 

c) The excessive concentration of the population in the central region 
causes impoverishment of the land and an average size of farms which 
is too small for 70% of the agricultural population. 

d) Land tenure is disorganized, and 60% of the small farms have no 
legal title. 

3. Livestock production is stagnated; the number of animals does not increase, 
and the extensive organization of this sector remains more or less inactive 
for lack of technical progress and investments. The lack of water in the 
Chaco does not permit all the gr~ssland to be utilized, and causes excessive 
concentration of livestock in the areas surrounding existing watering 
places. 

4. Lumbering deoends closely on the Argentine market, and for this reason 
suffers severe fluctuations. Fo:r:eign dema'1d for tannin is weak. 

5. Industrial activity is hampered by the rigidity and the too slow growth 
of the market. In addition, some industries lack raw materials. 

6. The transportation network does not meet needs. The principa] railroad 
from Asunci6n to Encarnaci6n is in very poor condition; there are less 
than 2,000 kilometers of roads which permit economic transportation. 

7. The distance of 1,600 kilometers from Asunci6n to the 'sea imnedes overse8S 
trade, reduces the value of exports and increases that of imports into 
the country. 
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8. Commercial or/!anization anpears to be inadequate. The organization which 
has a monopoly on livestock commerce, Conacar, pays for its purchases long 
after these payments are due. As for agricultural products, it appears 
that there is no control over marketing nor information to sellers concern
ing D!'ices. 

9. Redonal and municipal public administration appears to be insufficient 
to provide the services necess~~ for development; in the economic field 
alone, control over marketing, as well as technical assistance for 
production and for investment, are lacking. 

10. Credit for productive activities appears to be inadequate, especially for 
agriclll ture. 

11. Total investments are insufficient to permit the product per inhabitant 
to increase. Private investment in particular is at a low level. 

12. Public revenues are insufficient for developmental needs. The tax structure 
nresents certain characteristics which are clearly uneconomic and which 
impede develonment. 

13. The starnation of the economy during the last decade makes the soluti.on 
of these problems difficult. 

On the other hand, there are favorable elements, some of which are 
basic and some of which are circumstantial. 

1. Aside from the sub-oil which as yet does not appear to offer possihi.lities 
of mineral resources, the physical potentialities are important. 

a) Fertile soils not exploited by agriculture and almost uninhabited 
are very extensive, especially in the Alto Parana. 

b) The exnanse of natural grassland permits the enlargement of herds, 
especially in the Chaco. 

2. The network of navigable rivers is very extensive and extends for more than 
2,000 kilometers. The River Paraguay furnishes a main route of 1,260 
kilometers with lOi{ transportation cost. 

3. The diversification of the economy is worth noting, with a well diversified 
agricultural production, livestock production, and, although of lesser 
importance, forest production and industrial production. Exports are even 
more diversified. 

4. Extensive nearby markets absorb an important part of exports and facilitate 
international trade. 

5. The Free Trade Zone should broaden neighboring markets and open new markets 
in the near future. 

6. Fortuitously, the demand for lumber has recently increased in Argentina and 
Uruguay. 
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7. Finally, a cyclical recovery, of economic activity can be seen after 
the depression of recent years. 

In order to encourage economic activity the following objectives 
can be recommended, for they are fundamental, being related to the two 
principal problams of exports and of agricultural production. 

1. The volume of exports should be increased and at a rate which is above 
that which is desired for the national product, for example, about 
7% annually. Rapid results can be obtained by: 

a) Exploitation of the recovery of the lumber market by putting the 
productive forest equipment to full use. 

b) Continuation of the increase in exports of beef, with a reduction 
in domestic consumption by substituting pork and fowl for beef in 
the national diet. 

c) Recovery of cotton production. 

But more permanent effects can be obtained through: 

i) Encouragement of agricultural production for exportation: cotton, 
tobacco, vegetable oils, fruits, possibly sugar and other products. 

e) Increase and modernization of livestock production. 

f) Exportation or finished and semi-finished forest products. 

g) Improvement of the quality of exported products, for example, of 
petit grain oil. 

h) Extension of the market in the countries of the Free Trade Zone. 

2. It is imperative that the money income of the peasant be increased, for 
he hardly participates in the commercial economy because of his lack of 
purchasing power. His income could be increased by participating in 
exports, with: 

a) Increase of the average size of the small farm and of the cultivated 
land; deconcentration of the population toward fertile regions near 
'densely-populated areas by means of the construction of subsidiary 
roads. 

b) Regulation and regularization of land tenure. 

e) Aid to investment in new plantations and in ap:ricuHuraJ. implements 
drawn by animals rather than in those having mechanical traction which 
are not within reach of the sma]] farm; credit assistance. 
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d) Experimentation, technical assistance, multiplication of improved 
seeds, and dissemination of the use of insecticides and of 
fertilizers, mainly organic, in order to improve yields, introduction 
of new crops, a more adequate combination of crops, especially in 
the regions which have been recently opened to agricultural activities. 

e) Increase in the livestock of the small farm, in cattle, but at first 
mainly in hogs and domestic fowl, which can rapidly complement 
domestic consumption and perhaps even participate in exports. 

f) Reduction of commercialization costs; in particular, a study with 
exporting firms of the prices of export products; information to 
producers on prices; control over commercial norms; creation of 
commercial centers in new agricultural regions; improvement of 
communication channels. 

3. As for livestock production which is not complementary to agriculture, its 
needs are well-known. 

a) Investments in watering stations and wire fences, for better utilization 
of grasslands. 

b) Improvement of sanitation, insecticides and vaccines. 

c) Improvement of commercial organization. 

4. What industrial development needs is: 

a) Extension of the domestic market, which will result from the growth of 
economic activity; and extension of the foreign market, which, in 
certain cases, the Free Trade Zone may bring about. 

b) Increase in the national production of raw materials, such as livestock, 
cotton and vegets.ble oils. 

In the present situation, important investments do not appear to be 
necessary, because many branches of industry have a productive capacity which 
greatly exceeds production. 

Forest exploitation will develop mainly in the lumber industry, 
provided a market can be found. 

The production of electric power needs to be increased to meet 
domestic and industrial needs. 

5. As for transportation: 

a) The land communications network must be based on the river network, 
which furnishes a trunk system of low cost transportation; as a 
result, the roads leading from the rivers toward the interior are 
more significant and important then those which run parallel to the 
rivers. 
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b) The road network must be adapted to the needs of the economy. 
Those roads which have the most economic significance, are those 
which aid agricultural development with extension of areas under 
cultivation, deconcentration of the agricultur8.l population toward 
nearby fertile reRions, transportation and distribution of agri
cultural producta and ,of goods Which the agricultural popuJ_ation 
needs. In the present situation, secondary roads are more important 
than new penetration roads. 

e) From the studies made it appears that it would be uneconomical to 
rehabilitate and modernize the railroad 'from AsunciOn to Encarnaci6n. 
The construction of roads as a substitute for the railroad needs to 
be considered. 

6. Efforts must be concentrated in regions selected as potentially prosperous 
and economically attractive. For rapid effects, these regions cannot be 
too far from the zone of high population density. The regions which are 
most adequate for this purpose at the present time are those of Encarnaci6n 
and the road from Caaguaz~ to Puerto Presidente Stroessner. 

7. It is essential to increase the amount of annual lnvest.ment (esrecially 
private investment) to at least 16% of the national product, and to 
increase the average ret.urns of annual :l.nvestment. This requires: 

a) Primarily, coordination and planning of development policy. 

b) An increase in public investment and its concentTlltjon in the economic 
sectors and in those project.s having the hiRhest and most rapid 
returns. 

c) ChanneHnl7, of private investment toward those sectors and projects 
having greatest economic significance and most rapid ret.urns by means 
of selective public investment, credit and the tax structure. 

d) Improvement of the economic environment by means of reforms and 
regulatory measures: fiscal refom rep;ularization of land tenure, 
organization of marketing, progressive amplification of departmental 
and municipal public administrat.ion for contra] of marketing, technical 
assistance, aid to t.he municipalities, and social services. 

e) Direction of private credit to.Tard improvement of the economy and the 
promotion of investment. The creation of the Banco Privado de Desarro
llo, S.A. would constitute a favorable asuect in this respect. 

An outline can now be made of the public action necessary to achieve 
the development objectives listed above. 

1. To establish as soon as possible a planning organization in order to 
coordinate efforts, establish goals and priorities, aDd obtain from the 
employment of resources the highest and most rapid returns for the economy 
in general_o 
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2. In fiscal policy it ia of the utmost urgency that fiscal reform be 
studied and applied in order to establish a tax structure which will 
facilitate development and permit public revenues to increase. For 
the present, and until fiscal reform has produced effects, current 
expenditures which are not productive must be rigorously restricted or 
at least maintained at the same level, with the exception of expenditures 
for education and health, whose services for the moment should increase 
along with population growth. It is also absolutely necessary that tax 
collections be increased by means of improvement in administration, and 
in the field of customs duties, particularly by means of greater austerity 
in the granting in the granting of exonerations from duties. Finally, 
it is urgent that taxes on exports and on imports of goods necessary to 
production be abolished. 

3. To select the zones in which developmental efforts will be concentrated, 
whether in the form of regulative and public administration action or 
in the form of public investment or of orientation of private enterprise, 
These zones must include ones which are already economically active and 
especially above all the centra] zone, as well as areas surrounding zones 
of high population denSity; in order to develop or create regions having 
economic attraction, the most suitable of which are the Encarnaci6n area 
and that of the road from Caagua~ to Puerto Presidente Stroessner. 

4. To take certain State actions to encourage economic activity, thereby 
increasing certain public expenditures. 

a) Organization of marketing through a study of domestic or foreign 
market prices; collaboration with commercial firms and exporters, an 
approximate estimation of those prices which are advantageous to. 
production; information for producers; control of the standards of 
commercial practice, 

b) Technical experimentation for production, especially in the new zones 
of agricultural development; multiplication and distribution of seeds; 
control of epidemics and diseases; technical assistance to the producer; 
control and improvement of the quality of products. 

c) Creation of commercial and social centers in the new areas of agri
cultural development which do not yet have this organization at their 
disposal, especially in the area between Caaguazu and Puerto Presiden
te Stroessner. 

d) Development of regional public administration in the zones selected for 
concentration of effort, in order to provide the population with the 
economic and social services necessary for development. 

e) Improvement of public administration in general., and creation of a law 
on public duties, based on a study in progress, according to the 
decision of the'Government. 

5. To regularize land tenure; to facilitate the acquisition and cultivation of 
new land; to establish colonization programs, but onl7 on the basis of land 
distribution (the land to be sold on credit or leased) and programs for 
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prot.eetion of t.hese 
the market the 

countries of the Zone. 

encourage urivate imrestment and to dtreet private enternrise tovard 
the sectors and acttvtttes whtch are the most tmnortant and whtch offer 
the highest return and tnterest for the economy in general, accordtng 
tp selected goals and priorities, through: 

a) Fiscal reform directed toward the reduction of duties on :i.mnorts 
necessary to productio~ especialJy agricult,uraJ and Bvestock 
productio~ and the abolition of taxes on exports. 

b) Channeling of credit. and loans from public funds. 

c) Increase in credit for production. 

8. To increase public tnvestment; to coordinate and select programs and 
projects so as to obtain the hif.hest and most rapid economic returns; 
to establish firm priorities for imrestments tn productive sectors and 
in zones selected for concentration of develonmental efforts. 

Ttie most significant public tnvestments at present are: 

a) In the agriculftural and livestock sectors: Mainly basic studies, 
technical exneriementation, muJ,tinlication and distribution of 
seeds and tmproved sma]] nlants, tmurovement of breedinF!' antmals, 
control of enidemics and diseases, commercial organization and 
tmnrovement of the quality and presentaH.on of nroducts, repular
iza.tion of land tenure, colonization. 

b) In generation and distribut,ion of nower. 

c) In transportation, provtded that investments are dedicated to 
secondary roads in the zones selected for concentration of effort, 
to encouragement of productive activity and economic attraction, 
and to reduction in transportation costs, especially for fOI'eiP'Il 
trade'. 

d) In the sectors of education and health, in order to continue 
furnishing at. least the arone service to a !'Towinl' noml]ation 
until economic growth permits these services to be tmuroved; 
investments in primary education, technical educat.ion and potable 
water are those which sho ,ld ta.ke priority at the nresent t:iJBe. 
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e) Finally, municinal investments, l"1'inc:!.naJJy productive, if they 
are well selected, nroduce a high ret.urn because they a.'re adapted 
to the immediate needs of the population. It would be highly 
advHntafTeous to encoll1'l.l.fe lmmicinaJ investments wit.h financial 
ai.d from the Central Government, nrovided this aid is related to 
a determined quantity, for examnle an eoua] ouant:l.ty of municipal 
resources, whether in cash or in labor, assi med to the nroj ect 
llndeT conAiderat.ion, and nrovided thiA nro.iect is approved and its 
comnletion controlled by the comnetent services of departmental 
or central public adm:l.nistration. 

As far as distribution of DUblic investments by sect.ors is concerned, 
a snecial study by the planning organization wil) be necessary, and must take 
into accollllt not only investment needs, but also the maintenance and operational 
costs which wi]J encumber nub1; c finance, as well as the nossibil j ties for 
comnJetion, whi.ch denend on studies of the pro5ects and of means of execution, 
fi:rms and l"roiluctive canacity, specia.lized nersonnel, etc. 

The followi.ng ta.bles of nro,iections sum un in a tentative and 
nre1iminary form the principal general goals which ~an be recommended (in 
milJions of 196O guaranies). 

Distribution of the Domestic ProdJlct 

1962 19M 19.2.4 19M 12..6..2 
Annual growth in product 6% 6% 4% 4% 4% 
Product 28,100 29,800 31,000 32,200 33,5PO 
Investment rate 14% 15% 15,5% 16% 16% 
Investment 4,000 4,500 4,800 5,150 5,350 
Consumption ~ 21,,100 25,300 26,200 27,050 28,150 
Annual growth in 

consumntion 3,5% 5% 3,4% 3,3% 3,2% 

~ AssllIDing equilibril1m in the balance of goods and services. 

Distribution o~ Investment 

1962 19.§2 1964 J,.<2M ;1966 

Investment rate 14% 15% 15,5% 16% 16% 
Rate of private investment 8,5% 9,1% 9,9% 10,6% 10,8% 
Fate of public investment 5,5% 5,9% 5,6% 5,4% 5,2% 
Prjvate investment 2,450 2,750 3,050 3,400 3,600 
Public investment 1,550 1,750 1,750 .1,750 1,750 
Total investment 4,000 4,500 4,800 5,150 5,350 
Private investment 59% 61% 63% 66% 67% 
Public investment 41% 39% 37% 31$ 33% 

Total 

15,250 
8,550 

23,800 
64% 
36% 
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Public Sect<?Ll!1t!r!.:Lcipali.t:hE!.E!. .E!.~c),:qci.E!.dJ 

1962 19.1?2. ~ 1.9.65. 19..9.§ 

Domestic product 28,100 29,800 31,000 32,200 33,500 
Ordinary revenues 

(% of product) 13% 13% 13% 15,8% 15,8% 
Ordinary revenues 3,650 3,835 3,995 5,100 5,290 
Service of the existing 

debt 293 283 257 201 201 
Servioe of the new debt 114 233 
other current expenses 3,044 3,105 3,167 3,558(a) 3,630 
Capitalization of the 
Development Bank 126 134 139 146 153 

Central Government 
Surpluses 187 315 432 1,081 '1,073 

(a) In 1965, the increase in "Other Current Expenses" should be divided 
between other current eKpenses, capitalization of the development 
bank, and savings devoted to public investment. 

Financing of Public Investment 

Central Government Savings of State National Foreign 
Surllluses Agencies ful_f!Q..1!r~ Resourc~ 

1962 187 100 287 18,5% 1,263 81,5% 
1963 315 110 425 24,5% 1,325 75,5% 
1964 432 120 552 31,5% 1,198 68,5% 
1965 1,081 130 1,211 69,5% 539 30,5% 
1966 1,073 140 1,213 69,5% 537 30,5% 

Total 3,088 600 3,688 43,5% 4,862 56,5% 



AN.ALlSIS OF THE ECONOMIC SITUATIOI. 

The very- interesting and valuable studies of .the Department of konondc Research of the 
Central Bank of Paraguay show that sconondo aeti"(ity has increased slowly thr:lng the last decade. 

During this decade the evolution of the gross domestic product was the fo11ow:lng, (in 
ndlliollS of 1956 guaranies): 

illQ llil m6. m.l l2.2.4. lli.i mi .J.m. ~ J.2.2.2 J.2Q.Q 

.14,100 _15,200 ~12,lOO ¢14,500 ¢15,600 ¢16,Soo ¢15,Soo ¢16,4OO ~6,9oo ¢15,100 .15,200-

There was, therefore, a period of no growth up to 1953; a period of growth from 1954 to 
1958, and one of regression during the last two years. 

The trend of the total period bas been aD increase of about 18%0 ~ 



The indices of the various.branches of ~ctivity are the following (1956 = 100): 

19.5.Q l25l l2.2.& 19.51 122A m 12.iQ l222 J.2i!! l222 1960 

Production - Sub-total ~ 2i& Tb:l ~ 9:L1z. 106.3 100 ~ ~ ~ 2Q,1 

Agriculture 64,2 94,5 82,5 101 98,5 113,8 100 94 92,5 76,2 77,6 

Livestock 121,4 105,4 65,4 85,7 96,7 105,3 100 106,7 108,8 99,8 100,4 

Forestry 105,7 75 29,1 46,4 75 73 100 99,9 123,8 59 72,7 

Industry 87,3 90,6 71,2 88,9 99,2 97,9 100 115,4 119,7 106,4 105,5 

Construction 113,6 83,3 72,1 97,8 128,5 114,7 100 103,3 122 92,7 90,2 

Basic Services -
Sub-total 1b.2 2hl 82.6 87.2 ~ 102.7 .J.QQ ~ 108.8 ~ ~ 

\JJ 
\Jl 

Electric power 66,5 68,1 51,1 60,6 64,5 89,8 100 106,1 131,3 137,1 215,8 

Transport/Communic. 75,3 103,3 91,8 95 97 106,5 100 97 102,2 88,1 90 

Other Services 

Commerce 84,3 93,5 70,4 91 97,7 106,2 100 105 ill, 7 93,8 97 

Finance 98,2 69 49,7 86,4 93,9 100,1 100 157,4 175,2 154,6 159,4 

GoveI'Illllent 83 84,7 38,9 58,6 88,7 118,2 100 141,8 152,7 159,4 125,2 

Housing 102,9 104,3 105,9 105,6 106,9 105,7 100 102,1 103,8 103,9 105,6 

TOTAL Production: ~ ~ 76.8 91.8 98.4 106.4 lQQ 104.2 ma.l 25.8 26.6 



During the last quinquennima the composition of the domestic product was the following (millions 
ot 1956 guaranies and percentages): 

~ 1921 ml! ~ l2Q.Q 
Iyu8 ~ Iyu8 ~ Vyye ~ IaJ.ue ~ Value ~ 

Production - ~~~ ~~ 2ltMal 2L2 ~ lla.Q ~~ ~~ 

Agriculture 4048,.3 25,6 .3S0?,2 2.3,2 .37.36,9 22,0 .3085,6 20,5 .314.3,9 20,5 

Livestock 2570,.3 16,5 2742,8 16,6 2797,2 16,6 2565,9 17 2580,9 17 

Forestry .356,1 2,.3 .355,9 2,2 439,8 2,6 210,0 1,4 258,9 1,7 

Hunting & Fishing 121,1 0,7 1ll,4 0,7 111,1 0,7 98,6 0,7 105,5 0,8 

Industry 2006,0 12,7 2.315,9 14,0 2401,4 14,2 21.34,7 1.3,8 2116,6 1.3,8 

Oonstruotion 125,8 0,7 1.30,0 0,8 15.3,5 0,9 ll6,6 0,8 11.3,6 0,8 w 
0' 

I 
Basic Services - Sub-to"tal ~ bl Ji§.,l ~ J.2L1 bl .22M ~ ~ ~ 

Electric power 81,.3 0,5 86,4 0,6 106,7 0,7 1ll,4 0,8 175,4 1,2 

Transport/Communic. 278,1 1,8 2(fj,7 1,6 284,5 1,6 245,1 1,6 250,.3 1,6 

other Services - Sub-tg'tal ~ J2.&Q ~~ ~ Ml.Al 2ill.al ~ ~~ 

C6.mmerce 2485,.3 15,7 2609,9 16,0 2776,7 16,4 2.3.31,9 15,4 24ll,.3 15,8 

Finance 144,7 0,9 227,8 1,4 25.3,5 1,5 22.3,7 1,5 2.30,7 1,5 

Government 640,.3 4,0 908,1 5,5 978,4 5,8 1021,2 7,0 801,4 5,2 

Housing 1941,5 12,.3 1982,3 12,0 2017,2 ll,S 2017,2 13,2 2054,1 1.3,5 

other 96.3,4 6,1 885,0 5,4 864,2 5,2 941,.3 6,.3 988,3 6,6 

General Total 15762.2 l.Q.Q l.643.4.4 l.Q.Q l.6921•1 .J.QQ 15103.3 .J.QQ 15231.0 .J.QQ 
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Up to 1956 the productive sector followed approximately the same 
trend as the total domestic product. Within the services, the basic ones, 
especially electric power, increased a great deal, but they represent a 
minimal pert of the total product. Since 1956 the index of the productive 
sector has always been below the total index whlchin'turn was surpassed by 
the index of the services sector., A closerexem1nation of this slight 
structural change indicates that, or the principal areas within the productive 
sector, industry has improved its share or the total product, while the 
share of livestock has remained about the same, and that of agriculture has 
decreased a great deal. Within the services, the percentages for electiic 
power and financial services have increased rapidly; that for government 
has also increased, though ~o a lesser extent; the percentages for transport
ation and communication and commerce remain more or less the same. 

It has already been said that during the decade the total-domestic 
product has tendl;ld to increase by about 18%. Population growth duri:..g the. 
same period is estimated at approximately 26%. This indicates that the 
domestic product has increased more slowly than the population. However, 
population growth was estimated on the basis or the demographic census of 
1950, a basis which is inadequate for supplying reliable data ten years later; 
it is possible that the rate of growth has not been so high as has been 
estimated; it is also possible that emigration, which is said to be an 
important factor, has not permitted the population or the country to increase 
26% in ten years. On the other hand, the decline in the index of agricultural 
activity, which begws in 1955, explains the slow increase in the total 
product. But we know that in this sector or the economy estimates are more 
difficult and less d'ependable, perticularly because of the difficulty in 
estimating subsistence production. It is very possible that agricultural 
activity has been underestimated and that it has not decreased as much as 
the indices indicate. 

As a result, it appears possible that the difference between the 
growth of the domestic product at constant prices and that of population has 
not been so great as previous estimates indicate. Nevertheless, it appears 
to be very probable that in real terme the product per inhabitent has 
decreased slightly, or at best has remained the same. 

AGRICULTURE 

01' the country's total area or 40,675,000 hectares, an estimated 
22 million hectares, or 54%, are forest land; 16 million hectares, or 39.5%, 
grassland; and 1,660,000 hectares, or 4%, land available for cultivation. 
01' this last pert, only 360,000 hectares were actually worked in 1950. Since 
this situation does not appear to have fundamentally changed since 1950, it 
can be said that the amount of land available for agricultural exploitation 
is very important. 

Another characteristic is that the best land for cultivation lies 
in two regions: the first includes the following departments: Central, Cordi
llera, Paraguar;(, Guaira, pert of Caazapa, and part of Misiones; the second, 
which consists of even more fertile land, lies to the east, in Alto Parana 
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and part of Itapua. But the first region has an important population, more 
than two-thirds of the total population, with relatively high densities: 
Central, 71,8 inhabitants per square kilometer; Cordillera, 37,5; Guair!, 
35,4; Paraguar!, 26,7; Caazap!, 9,6. In the second region, however, Ita
pM has a density of just 9,1 inhabitants per square kilometer, and lito 
Parana has only 0,8. Thus, most of the cultivated land is included in 
the first region, while land under cultivation is relatively scarce in the 
second, even though the latter region extends over a slight17 larger area. 
Two million hectares of the Alto Par~ in particular, are practically 
covered with forest and almost without agricultural exploitation. 

The trend in output of the principal agricultural products has 
been the following, in thousands of tons: 



Average Average Average 
19i1-1..5 19.46-50 1951-55 ~J.2ill22.4J.22.i.J.2i2l2.22~J.222l22Q 

Mandioca 730 751 934 900 990 950 940 950 973 995 1005 979 
Cotton 29 34 41 53 38 41 39 35 33 33 27 14 
Sugar oane 276 308 356 423 342 319 305 380 490 550 584 609 
Unhulled rioe 12 13 18 16 16 20 18 19 23 20 16 15,5 
Tobacoo 7 7,4 8,7 8,5 8,6 7 10 5,5 5 4,5 7,2 9,5 
Beans 16 19,6 17,5 16,5 17,5 18 18 18,5 18 IS 17,5 17,5 
Corn 103 104 96 126 107 110 100 120 130 130 125 l43 
Sweet potatoes 74 78 75 75 76 76 75 75 75 75 72 72 
Peanuts 11 12 11 11,5 10 10 9,5 9,5 11 10,5 9 8,5 w 

'" Alfalfa 9,4 8,7 11,7 11,5 12 17,5 17,5 18,4 18,2 I 

Potatoes 1,2 1,7 4,8 3,6 4,3 3,9 2,9 3,2 3,2 3,6 3,7 4 
Wheat· 0,6 1,6 1 1,5 2,7 6 i2 14 10,5 
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The products which increased the most are wheat, sugar cane and 
alfalfa, which more or less doubled during the last decade; corn production 
increased about 40%. Mandioca and tobacco have increased little; cotton 
has remained about the same, decreaSing during 'the last quinquenniUJll; after 
increasing during the first. Rice, beans, sweet potatoes and peanuts have 
decreased, and so have potatoes after increasing a great deal in relation 
to the 1946-1950 average. 

Yields per hectare have remained more or less stable, with the 
exception of sugar cane, which increased slightly, and cotton and potatoes, 
which have decreased appreciably. These yields are generally not very 
high and could be increased. 

Yields Per Hectare. In Tons 

,Cotton Sugar 
Fiber ~ lU&! Tobacco.Qgra Peanuts lihu.:!i. 

Paraguay (1956) 0,25 Z7 2,1 1,0 1,.3 0,89 0,7 

Average, South America 
(F.A.O.) O,lS .30,7 §/1,79 .0,94 1,24 1,19 1,19 

§/Argentina 



Principal Crops, Yields Per Hectare. In Tons 

~ ~ ~ J3ii J.2i2 .J.m 19.2! J.222 ~ 

Mandioca 15· 16 16 15,5 15,4 15,2 15,1 15 14,5 

Cotton 0,8 0,84 0,81 0,79 0,73 0,65 0,57 0,4 0,35 

Sugar Cane 32,5 25,9 23,2 23,4 27,1 27,2 28,5 28,5 29,0 

Rice 1,8 2,2 2,4 1,8 2,1 2,.3 2,5 2,3 2,2 

Tobaoco 1,2 1,0 1,0 1,1 1,0 1,0 1,0 1,0 1,0 

Beans 0,84 0,85 0,86 0.,,82 0,81 0,80 0,81 0,81 0,80 

Corn 1,3 1,3 1,.3 1,2 1,3 1,.3 1,2 1,3 1,.3 

Sweet Potatoes 9,6 10,1 9,9 9,8 9,9 9,7 9,7 9,5 9,5 -1"-
f-I 

Peanuts 0,82 0,91 0,89 0,89 0,89 0,90 0,88 0,86 0,85 
I 

illalta 5,2 3,8 5,3 5,2 5,2 5,0 5,0 5,.3 5,2 

Potatoes 7,2 3,6 7,8 5,8 5,3 4,0 4,0 3,7 3,6 

Wheat 0,6 0,8 0,5 0,8 0,7 0,7 0,8 0,7 0,7 



In millions of 1956 guaranies the growth of agricultural production was the following: 

J.22.Q J.2.2J. J.2.26 J.2S.l ~ l2il ~ l25.1 m.a l222 J.2.2Q 

Mandioca 783,6 2.101,5 1.689,3 2.394,8 2.149,7 2.466,7 2.067,0 1.740,4 1.689,4 1.377,6 1.257,0 

Cotton 252,9 227,5 281,0 224,7 332,0 299,2 209,3 231,8 274,2 147,4 83,9 

Sugar Cane 89,1 89,2 73,0 83,9 101,4 93,5 133,4 157,5 181,5 146,8 148,9 

Rice 72,1 82,8 58,5 69,5 77,6 60,2 59,8 110,5 89,2 57,7 95,7 

Tobacco 33,3 120,6 98,1 108,8 82,5 109,2 81,7 66,3 55,7 99,3 125,1 

Beans 53,3 85,4 119,5 114,1 99,7 104,3 95,3 83,3 78,3 69,2 112,0 

Corn 287,2 293,2 380,7 309,8 293,4 517,6 501,1 444,8 413,2 321,0 401,5 

Sweet 
t; 

Potatoes 116,5 150,7 109,7 165,9 146,0 186,2 157,7 163,7 157,2 121,1 106,6 

Peanuts 41,3 55,6 48,2 54,7 48,3 40,3 45,6 65,2 58,9 38,5 36,1 

Alfalfa 19,5 20,4 18,6 25,1 27,6 28,8 29,2 41,6 38,7 32,9 31,4 

Potatoes 6,6 20,5 14,6 34,3 26,5 18,4 16,5 15,4 17,0 14,2 19,3 

Wheat 22,7 10,9 5,7 12,4 6,3 8,1 14,8 28,4 51,7 55,7 34,8 

Total: 2.602,7 3.828,0 3.341,7 4.090,8 3.991,0 4.609,7 4.048,3 3.809,2 3,736,9 3.085,6 3.143,9 

I1Id.u 
(1'56a1eo) 64,2 94,5 82,5 101,0 98,5 113,8 100.0 94,0 92,5 76,2 77,6 
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Thus it can be seen that the value, at constant prices, of 
agricultural production increased up to 1955, but, afterward, decreased 
continuuusly so that the average of the y:ears 1958-59-60 (82.1) was only 
a little above that of 195Q..51-52 (80.4), and very much below that of 1951-
52-53 (92.7). 

The possibility that the production intended for consumption by the 
producer has been understa:l;.a:l because of the difficulty of estimation has 
already been mentioned. Taking into consideration the total of those products 
which are largely commercially marketed, nEIl!I81y cotton, sugar cane, rice, 
tobecc01 peanuts and wheat, the following estimate may be:made: 

J.<Z2.Q1.22ll22lJ.2.il~~~1.221.J.22§.l222..J.22Q 

521,4 586,6 564,5 554,0 646,1 610,5 544,6 659,7 711,2 545,4 489,7 

95,8 107,7 103,2 101,9 118,6 112,1 100 121,1 130,6 100,2 90,1 

and apart from rice and wheat, which are, for the most part, produced on large 
farms, the total of cotton, sugar cane, tobacco and peanuts may be estimated 
as follows: 

426,6 492,9 500,3 472,1 564,2 542,2 470,0 520,8 570,3 432 394 

90,S 104,9 103,6 100,5 120 115,4 100 110,8 121,3 91,9 83,S 

The trends of these two subgroups of products of greater commercial 
impOrtance are a little different from that of all agricultural products 
together, and less regular, with four years of relatively high production; 
1954-1955 and 1957-1958. These subgroups do not, however, show any appreciable 
increase during the period; the average of the last three years exceeds that 
of the first three years by only 3%. The situation seems to be even worse 
for the small farm; the corresponding averages show a slight drop. 

Therefore, it is very probable that the agricultural sector has not 
grown during the last decade, and, in spite of the possibility of underestimation 
of the subsistence production, over-all production certainly did not increase 
to the same degree as the population. The gravity of this situation cannot 
be underrated when one considers that agriculture employs 43.5% of the active 
population. 

Land tenure pre!3ents a very important '}lrob1em,' as all the studies 
indicate. In the eastern region where almost all agricultural activity is 
Cincentrated, 6% of the 16 million hectares of land comprises 95% of the farms, 
and 70% of the farms, or more than 100,000, have an average eize of 3.8 he$tares. 
Moreover, an estimated 6df, of the farmers have no legal title. This situation 
alone would explain why expansion of the cultivated area, as well as agricultural 
production, remains appreciably below population growth. 
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LIVESTOCK 

The livestock census for 1956 estimated the number of livestock 
in the country as follows: 

Cattle ••••••••••••••••••••••••• 4,500,000 head 

Hogs •••••••••••••••••.••••••••• 440,000 n 

Sheep and Goats •••••••••••••••• 410,000 n 

Horses, MUles and Donkeys •••••• 550,000· 

At the present time there are an estimated 5 miflion head of cattle, 
ar 6 million at most. The 16 million hectares of grassland supply an average 
of 3 hectares per head. Nevertheless, in the Chaco region, which supports 
approximately 45% of the herds, an average of 5 hectares per head is considered 
necessary, because many of the fields are covered with weeds. On the other hand, 
the grasslands of the Chaco are of better quality, as they contain mineral 
elements which the grasslands of the Eastern region of the country lack; calves 
grow mare rapidly so that they can be slaughtered at 3 years of age, compared to 
4 years of age in the East. The obstacles to livestock development in the Chaco 
arise mainly from the lack of potable water during periods of draught, from severe 
floods during rainY periods, and from the invasion of the fields by weeds. 

The slaughter!ng of cattle is estimated at 600,000 to 650,000 head 
a year. In addition, the movement of livestock on the hoof to Br~l is an 
estimated 40,000 - 50,000 head a year. The movement of livestock on the ~oof at 
the Argentine frontier fluctuates according to the prices in the two countries. 
Therefore, annual production can be estimated at 11 to 13% of the herds. 

The number of animals slaughtered was declared as follows: 

Far Packing FS&: QO!lsum:etioa ~ 

1952 22,285 406,635 435,920 
1953 12,251 535,238 547,489 
1954 26,907 490,468 517,375 
1955 64,730 435,760 500,490 
1956 74,723 432,193 506,916 
1957 84,637 436,067 520,704 
1958 178,633 433,098 611,731 
1959 196,204 421,474 617,678 
1960 148,070 391,747 539,817 

These figures indicate a marked increase in slaughtering for industrial 
purposes, which appreciably raises the value of livestock production by the 
value added by processing. (The lattar represented in 1960 about 16.6% of the 
value of all animals slaughtered in the country, and about 6t:1f, of the value of 
animals slaughtered for industrial purposes). At the same time domestic 
consumption was reduced from 58 Kgs. annuaJ.1;r per inhabitant '1;0 38 Kgs. in 1960, 
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counting animalss slaughtered but not declared, hogs and domestic 
still represents a quite satisfactory meat consumption. 

In the eastern region the number of cattle ranches is 27,000, with 
of 75 head. In the Chaco the ranches are much less numerous, 
an average of head. 

The demographic census of 1950 indicated that of the active 
50,000 persons, or ware engaged in livestock production. 

AUUL',LLLg the same percentage to the estimated 1960 population, the number 
persons engaged in livestock production would be 63,000. 

Domestic production of livestock has been estimated as follows, 
in millions of 1956 guaranies: 



lli..Q l22l l2.22. lli.l l22k l222. l22.Q lli.1 122§. l22.2. l2QQ 

Cattle 
slaughtered 889,1 777,1 584,5 880,0 923,8 874,0 841,6 895,2 1,035,2 1,115,5 1,146,7 

Hogs 
slaughtered 226,9 214,0 175,3 215,9 245,2 305,3 285,4 311,9 307,9 263,9 268,7 

Sheep & Goats 
slaughtered 44,5 44,0 25,4 43,0 44,6 59,4 65,0 63,1 59,1 52,0 52,8 

Poultry killed 101,0 76,7 35,8 33,6 32,2 32,9 28,3 24,1 28,1 28,9 31,6 

Horses, Mules & 
Donkeys: Sales 71,5 89,1 47,8 66,9 66,8 90,6 82,4 84,0 78,9 67,1 63,4 I 

~ 

Milk 1,481,5 1,311,8 702,5 887,7 1,089,41,255,1 1,192,5 1,292,8 1,219,6 977,4 953,0 '" I 

Eggs 159,9 103,8 42,2 34,6 34,2 46,6 36,4 39,2 36,8 30,1 33,9 

Cheese 75,8 49,5 19,9 17,7 15,2 15,0 11,5 10,0 10,1 9,2 9,7 

Lard 7,6 5,9 28,3 7,8 9,1 13,8 15,1 13,1 10,1 13,2 10,6 

Honey 70,8 51,1 21,7 15,7 25,5 15,5 12,0 10,4 9,8 8,8 10,6 

Total: 3,121,7 2,722,9 1,681,4 2,202,8 2,486,1 2,708,2 2,570,3 2,742,8 2,797,2 2,565,9 2,580,9 
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There was an increase in the value of the gross product of cattle 
during the last 3 years, which reflects an increase in the number 

slaughtered, as well as an increase in prices. The value of hogs, 
and goats slaughtere.d has also increased, but this rise took place up 

after which there was a"slight decrease. It is to note the 
in milk; cheese has fallen even more severely. 

reDr'3SE,n~ a high percentage of total livestock production - 37% 
and their drop greatly influenced the trend of the total product of 

The drop in dairy products was the main reason the total 
livestock product has remained more or less the same since af'ter a 
between 1950 and 1951. Aside from the influence of climatic variations, 
reduction of the value of milk production can be explained by the reduction 
in prices (in constant terms) and by the importation of powdered mlk. 
Domestic fowl and egg production also diminisbed greatly and continuously 
(by almost 75%), and honey as well (by more than 80%). It should be noted 
that these last products are really complementary agricultural. products, and 
their fall has reduced the farmer's income along witb the general reduction 
in agricultural production. 

... ...... . 

FOREST PRODUCTION 

Besides representing the only national source of energy end besides 
supplying domestic needs for construction and for f~brication of furniture, 
forest production constitutes a large pert of exPorts (between 30 end 5~). 
For this reason it has greater importance in the economy than its perc~tage 
of the gross product indicates. 

During recent years, forest production has been the following, in 
thousands of tons: 

~ .J.25.2 ~ l222. .l2i2 m.z ~ J:m l.9f?Q 

Tannin 28,2 31,5 26,5 39,3 25,8 30,3 28,9 30,1 31,0 

Sawn lumber 18,6 18,7 14,1 13,8 17,3 17,5 30,8 33,5 28,0 

Beams for export 4,6 2,5 2,7 :&',3 0,6 

Logs for export 127,5 151,1 156,9 162,0 229,1 171,1 196,3 82,3 142,0 

Tannin production has remained more or less stable. Logging for ex
portation tended to increase up to 1958; in subsequent years this activ1:ty 
dropped off because of the sudden cut back in the Argentine mar1ret, which abs01'bs 
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almost all of this product. The production of sawn lumber increased a great 
deal in 1958 and continued at a relatively high level. However, during the 
last quinquennium prices of tannin have fallen, as well as those of logs 
and sawn lumber, thereby reducing the income from forest production. 

In 1950, 1.6% of the active population, or 6,700 persons, were 
engaged in forest exploitation. The same percentage applied to the estimated 
1960 population would represent 8,400 persons. 

Available physical resources permit forest exploitation to develop 
to a high degree. But the limiting factor is the export market. Exports 
consist mainly of logs of 5 or 6 varieties; this causes a very selective 
exploitation of the forests with a reduced tonnage per hectare. The develop
ment of processing industries for lumber and of exports of sawn lumber or 
other manufactured products would greatly improve the utilization of the 
forests by obtaining more tonnage per hectare. 

The growth of the domestic product derived from forest production, 
including essence of petit-grain, has been the following in millions of 1956 
guaranies: 

jharold
Rectangle



~ ~ ~ Ja.il ~ J.2ii 

Logs 158,4 137,6 43,0 80,0 U9,9 159,4 264,9 

Sawn lumber 54,6 43,2 21,2 29,3 22,4 20,7 

Logs far tannin 18,8 22,7 12,8 14,4 12,7 21,3 23,7 25,4 

Essence of 
petit-graiB 44,4 48,1 15,0 27,1 102,8 38,8 25,4 34,2 

other wood, 
iBcluding 
wood for 
charcoal 26,2 15,3 U,7 14,3 9,2 19,6 16,9 16,5 21,3 

Total: 302,4 267,0 103,8 165,2 267,0 259,9 356,1 355,9 22,3,2 

t; 
I 
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The value of logs follows the trend of the tonnage of production, 
but With greater fluctuations due to price variations. Essence of petit
grain shows wide variations, but the trend seems to be more or less steady. 

The total product derived from forest exploitation is influenced 
principally by the trend for logging. Logging represented in 1950, 52.5%; 
in 1952, a year in which production was very low, 41.5%; in 1958, with the 
highest production or the period, 74%; in 1959, 46%; and in 1960, 53% ot 
total forest production. 

MINING 

Mining activity is very limited. The only extraction which is 
or any importance at the present time is that ot construction materials, 
especially those tor'brick and cement industries. 

Petroleum exploration continues in the Chaco, but so far without 
result. 

The geological studies which have been made do not yet furnish 
any hope of large-scale exploitation of mineral resources. Nevertheless, 
they do offer the possibility of locating deposits which could turpish raw 
materials for certain industries producing for domestic consumption. 

As a result, because of what is now known, and apart from possible 
future discoveries or petroleum deposits, mining activity depends entirely 
upon the possibilities or industrial development • 

•........• 

POWER 

At 'present, practically the only national source of enerU' 1s ..,ood. 
Other than that, certain agricultural industries use processing wastes. In 
the Pilar region there are peat deposits which could be important. The 
possibility or economic exploitation would have to be studied. 

In spite of a marked increase during the last decade, the production 
of electric power is still low; it was estimated at 81 Ddllion KWH in 1960. 
In the last five years it increased by 6CJf,. Installed capacity is 37,000 
kilowatts. Total production 1s or thermic origin. 

Nevertheless, hydroelectric power potential 1s important. The 
construction of a hydroelectric plant or 60,000-kilowatt capacity on the Acaray 
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and Monday rivers near the ParaD! river is contemplated •. This plant would have 
a 30Q-km. transmission line to Asunci6n. The capacity of the plant could later 
be inereased by another 120,000 kilowatts. 

INDUSTRY 

The industrial census of 1955 supplies the following data about 
the structure of industry: 

Number of Number of Production 
Firms :&nE1o~es !§lO[ ~~ oool~l :fi 

Food 741 9,000 1,378,000 36,5 

Beverages 197 2,000 347,000 9,2 

Textiles 28 3,000 621,000 16,4 

Shoes 431 3,000 173,000 4,6 

Wood and Furniture 352 3,000 177,000 4,7 

Chemical Products 118 8,100 575,000 15,2 

Construction Materials 367 2,500 123,500 3,3 

Other Industries 498 4,200 381,000 10,1 

2,732 34,500 3,776,000 100 

Forty percent of the enterprises are located in Asunci6n and its 
environs. 

The value added by industry is estimated at 44% of the value of 
total industrial production. 

The product derived from industry - that is, the value added - has 
grown as follows, in millions at 1956 guaranies: 



l2.iQ l2.2.l. m.g 1221 !22!t 122.i l22.2 1221 J.22l. 12.22 .l2.QQ 
Industry: 

Milling 99,8 104,0 71,8 73,0 132,4 112,2 122,1 229,1 256,8 208,7 188,6 
Baking 87,4 123,8 109,7 214,2 329,5 273,3 262,8 383,1 360,7 292,8 342,3 
Conf'ectionery 7,7 37,1 21,9- 19,8 25,2 27,4 40,7 45,2 47,4 38,5 37,9 
Sugar 85,5 74,7 53,4 48,8 78,9 54,4 103,5 148,4 148,7 110,7 89,2 
Textiles: (cotton 
-fiber) 99,3 68,7 104,6 81,9 78,9 97,1 70,0 55,8 61,2 40,3 26,2 

Textiles: (spinning &: 
263,5 weaving) - 155,3 196,6 172,2 222,0 251,1 230,4 297,9 244,0 215,7 204,8 

Meat Packing 41;7 18,6 19,2 6,8 22,5 59,1 77,3 98,7 174,6 205,1 189,6 
Wines,Liquors,Beer 61,3 52,1 44,7 70,2 80,6 101,6 113,8 118,4 107,2 86,6 88,6 
aRumn & Alcohol 29,6 33,4 25,0 33,1 33,0 33,4 29,8 32,6 33,1 21,4 22,8 
Tobacco 18,4 16,7 9,6 33,1 36,7 47,6 85,2 90,0 92,4 83,2 73,0 
Yerba Mate 29,5 33,5 37,2 37,6 26,9 36,6 47,3 54,5 42,1 33,0 41,6 
Vegetable Oill1 & Fats 80,2 129,1 77,4 119,7 146,6 137,1 142,6 172,6 170,3 171,0 172,9 
T8ll!1in 114,2 138,4 78,0 87,8 77,3 121,8 147,9 154,8 164,2 169,7 159,8 
Building Materials 12,8 22,7 11,6 14,0 19,6 21,1 26,6 27,3 28,5 23,5 22,5 
Metalworking Shops 32,2 39,6 23,4 27,2 31,1 32,5 23,5 21,6 21,0 16,9 16,0 
Furniture & Carp. 39,9 62,9 50,0 81,4 73,2 77,1 36,3 36,7 35,3 29,0 24,1 
River Transport. 5,8 7,4 4,1 4,4 5,1 6,2 4,2 4,1 4,0 3,3 3,1 
Graphic Arts 34,5 40,0 25,3 44,3 46,6 43,1 40,8 40,3 39,1 32,1 30,6 
Matches 9,1 14,0 7,0 9,3 9,6 11,3 17,6 21,6 18,3 21,4 15,4 
Cement 2,9 1,6 6,5 11,7 12,6 11,2 6,7 9,8 8,1 
Lime 5,3 12,4 10,2 8,9 8,5 10,1 8,4 8,9 6,5 8,0 9,3 
Leather 3,7 8,1 5,4 8,3 8,7 8,6 8,5 12,1 12,2 11,6 12,3 
Cattle Slaughter 
exc1. COPACAR 284,0 264,8 190,0 336,9 326,2 271,4 262,4 281,7 282,0 275,0 310,6 

Other Industries 25,2 30,7 36,2 52,1 75,4 70,1 24,1 23,1 25,7 27,5 27,1 

TOTAL: 1,362,1 1,529,1 1,190,4 1,636,4 1,930,1 1,888,7 2,006,0 2,315,9 2,401,4 2,134,7 2,116,6 
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The total industrial product increased quite rapidly up to 1958, but 
decreased during the last two years. Nevertheless, in 1960 it represented an 
increase of 55% as compared to 1950. 

The industry which increased the most, and the only one which 
continued to increase up to the end of the period is meat. 

The flour and baking industries rase markedly, but declined after 
1957-1958. 

Sugar and sugar products rose, but declined in 1959-1960. 

Tobacco rose, but declined in 1959-1960. 

Oils and fats have not grown since 1957. 

Construction materials rose, but declined in 1959-1960. 

Matches rose, but declined in 1960. 

Lime and cement rose, but declined after 1956. 

Hides have not grown since 1957. 

The textile industry grew rapidly until 1956, but declined afterward, 
until in 1960 the percentage of its increase as compared to 1950 was only 33%. 

The beverages, yerba mate, and tannin industries increased little; 
at a rate which was less than that for the entire sector; and, with the exception 
of tannin, decreased after 1957. 

The remaining industries, cotton gins, metallurgical shops, furniture 
making and carpentry, river transportation and graphic arts remained stable 
during the first five years, but declined during the second, and in 1960 did 
not reach the 1950 production figures. 

As a result, with the exception of the meat industry, the last five 
years was not a very favorable period for many branches of industry, some of 
which have declined since 1955,56 or 57, and almost all of which have declined 
since 1958-59. 

. ........ . 
TRANSPORTATION 

The c~~cations network consists mainly of the Paraguay and Parana 
riverIJ,vhich are highly navigabl~. There are 1,260 kms. of the Paraguay river 
and 820 kilometers of the Parana river down to their confluence, and 1,240 kilo
meters from their confluence to Buenos Aires. River navigation represents a 
high proportion,of domestic tran. )ortation, and almost all of transportation to 
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and from the oountry (95%). 

The traffio of the port of Asunoi6n exoeeds 400,000 tons, or, almost 
80% of total port traffic. 

An important part of export tonnage, principally lumber, is transported 
on the Parana River, but on rafts, and a exo.a11 voluxo.e of imported merohandise 
is transported; on the Paraguay river, however, the greater part of imports are 
transported, with a lesser voluxo.e of exports. This disequilibriuxo. of the traffio 
on the two rivers necessarily inoreases oosts and freight charges. 

The oost of river transportation between Asunci~ and Buenos Aires, 
including port operations, is said to be between u$S8 and 11$S17 per ton, or . 
assUllling (1,630 kilometers) approxixo.e.tely between 11$SO,50 and U$S1 per ton/kilo
meter. 

Until reoently, traffic was xnainly in the hands of foreign· companies. 
The Marchant Fleet has bought, and is receiving, vessels which are dapted to 
the needs of river navigation, with the intention of reduoing dependency on 
foreign oompanies until a traffio distribution of 50% Paraguayan and 50% 
Argentine transportation is attained. 

The principal railroad line joins Asunoi6n with lihcarnaoi6n, and, 
upon orossing the Parana river, joins the Argentine railway network. This 
line has lost ~oh of its eoonomic signifioance because of the development of 
road transportation. Moreover it would have to be renovated and modernized, 
whereas a study made in 1959 conoluded that the necessary investment would be 
very high and uneconomio. • 

Sinoe the last World War an important effort has been made with 
respect to the road network. This effort began with the roads south and east 
of Asunoi6n, in the region whioh inoludes most of the total population. In 
reoent years, besides improving and oomplementing the communications of this 
region, new penetration roads were begun. 

Coronel Oviedo to Puerto pte.Stroeeener and a bridge over the Parana 
River to join the Brazilian network. 

Asunci6n to Filadelfia, first section of -the Trans-Ghaco Road. 

Concepci6n to Pedro Juan Caballero on the Brazilian frontier. 

Moreover, the oonstruotion of secondary roads was begun in the region 
of Puerto pte. Stroessner. 

In spite of these efforts, the road network is still very exo.a11. 
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Asphalt Improved Earth 

450 810 

50 220 280 

190 670 

•.......•• 

INTERNATIONAL TRADE 

90 640 

6,000 6,000 

6,650 

According to customs statistics the growth of international trade 
since 195.3 has been the following, in thousands of dollars: 

Imports Exports Balance 

195.3 24,.305 .30,655 6,.350 
1954 .32,884 .3.3,970 1,086 
1955 28,955 .35,097 6,142 
1956 24,625 .36,691 12,076 
1957 'Zl ,.36.3 .32,898 5,5.35 
1958· .32,592 .34,102 1,510 
1959 26,194 .31,196 5,002 
1960 .32,46.3 26,978 5,485 
1961 21,712 28,844 (7,072) 
(9 months) 

Nevertheless, customs statistics do not reflect the situation exactly 
because or frontier traffic, contraband, and the undervaluation of some imports 
in order to elude customs duties. On the other hand, in recent years, in order 
to lighten the tax burden on exports reduced by weak markets ahd prices, an 
undervaluation or these exports was permitted. Foreign exchange re<Je'ipts and 
sales derived from exports give a quite different picture of foreign trade. 

Sal.es or Ex:change Purchases of Ex:change Balance 
For Imports From JIxports 

195.3 .34,019 25,.358 - 8,661 
1954 .37,847 .34,754 - .3,093 
1955 32,650 .38,176 5,526 
1956 27,499 .36,172 8,67.3 
1957 .34,545 .36,09.3 1,558 
1958 .38,.3.36 .3.3,602 - 4,7.34 
1959 .34,629 .35,.350 721 
1960 .37,683 36,545 - 1,138 
1961(9 months) 28,8.37 3.3,133 (4,286) 
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Thus it can be seen particularly that exports did not tall as much 
as customs statistics indicate, but rather remained stagnant during the last 
five years at a level below that of 1955. It should be noted, however, that 
receipts and sales of foreign exchange from exports and imports do not 
faithfully represent foreign trade eithar, and that, particularly, they 
include goods in transit and reexports which may be important, but which 
have little influence over the economic activity of the country. 

In any case, it is clear from these two tables and from the table 
of the tonnage of exports, below, that exports have not played a dynamic 
role in the 'economy since 1954, and that they have remained stagnant, or 
perhaps even fallen. As for imports, they seem to have been since 1957 at 
a level slightly higher than that of previous years. However, this rise vas 
very small. 

The principal exports have been the following in thousand~ of tons: 



J.2il J.25!& J.222 ~ .l.222 ~ J.2i2 ~ J.22l 
(9 months) 

Cotton 16,:3 11,6 9,5 10,:3 8,9 8,2 6,4 1,2 4,8 

Vegetable Oils 2,8 5,0 :3,9 4,2 6,5 5,4 6,7 5,4 4,4 

Tobaooo 4,9 2,0 2,2 :3,:3 2,8 2,5 2,4 6,1 4,6 

Fruit 2,1 4,8 :3,0 ' 2,6 5,8 5,2 4,4 6,:3 :3,4 

Sugar 0,2 0,2 6,:3 5,2 15,5 1,4 0,:3 

Meat Produots :3,8 4,6 5,9 11,0 8,6 18,6 19,:3 17,9 15,2 

Cattle Hides 6,9 5,8 6,8 10,0 7,8 9,9 12,6 9,0 7,3 

Wood 171,0 182,8 185,4 258,:3 195,8 217,:3 98,0 164,1 145,1 
VI 
...J 

Yerba Mate 0,9 :3,7 4,0 3,4 3,6 5,6 8,3 ]$,6 6,1 I 

Essential 011<1 0,2 0,:3 0,2 0,2 0,:3 0,2 0,3 0,:3 0,2 

Quebraoho extraot 31,6 21,3 :30,0 36,7 29,5 27,6 29,4 33,5 23,9 

Other 10,4 9,5 5,0 18,7 47,0 36,0 32,8 38,7 27,8 

TOTAL: 251 250,5 256,2 358,7 316,6 341,6 236,2 299,4 243,6 

The T01ume of lumber exports has d~ished beoause of the weakening of the Arientiae market. 
The volume of cotton has fallen even more, and exports in 1961 will prollaltly not avell reaoh the alreadY' 
quite low 1959 level. Essential oils and quebracho extraot have remained more or less stable. Exports 
of the other produots have tended to rise. This inorease was important for meat produots and hid~s, 
and also for tobaoco sinoe 1960. 



The value and distribution or exports was the following, in millions of dollars and ." of total: 

1953.J J-254.~ ~955 ._! 1956 ~ 1957 ~ 1958 ~ 1259 ~ 1960 ~ 
19 m 

Cotton 8,2 26,6 6,8 20 5,5 15,9 5,6 15,2 4,5 14 3,7 10,9 2,1 6,7 0,3 1,1 1,6 7 

Vegetable 
Oill1 1,1 3,6 3,1 9,1 1,9 5,5 1,4 3,8 2,2 6,8 1,5 4,4 1,7 5,4 1,5 5,6 1,3 5,7 

Tobacco 2,1 6,8 0,9 2,7 1,0 2,9 1,3 3,5 1,0 3,1 0,7 2,0 0,7 . 2,2 1,6 5,9 1,2 5,3 

Fruit 0,2 0,6 1,8 0,6 1,7 0,2 0,4 1,3 0,3 0,2 0,2 0,1 

Sugar 0,1 0,1 0,2 0,6 1,8 1,1 3,5 0,1 

Meat 
Products 1,6 5,2 2,1 6,2 2,3 6,6 4,6 l2,5 3,7 11,5 8,1 23,5 9,6 30,7 7,1 26,4 6,6 29 

Cattle 
Hides 2,3 7,5 1,7 5,0 1,4 4 2,0 5,5 1,6 4,9 2,0 5,9 3,6 11,5 2,2 8,2 1,7 7,4 I.1l 

(» 

Wood 7,7 25,0 11,1 32,3 13,0 37 11,8 32,2 9,4 29 9,7 28,5 4,1 13,1 5,0 18,6 4,6 20 

Yerba Mate 0,3 1,1 3,2 1,3 3,7 0,6 1,6 0,7 2,2 1,2 3,5 1,6 5,1 2,5 9,3 0,9 3,9 

Essential 
Oils 1,0 3,2 1,4 4,1 1,3 3,7 1,2 3,3 1,3 4,0 0,8 2,3 1,0 3,2 1,0 3,7 0,8 3,5 

Quebracho 
Extract 5,4 17,6 4,0 11,8 5,6 16 6,5 17,9 4,5 14 3,5 10,1 3,6 11,5 3,0 11,1 2,0 8,8 

Other 0,8 2,5 1,0 2,9 1,0 2,9 1,4 3,8 3,5 10,8 2,0 5,9 2,1 6,7 2,4 8,9 2,0 8,8 

TOTAL: 30,7 100 34,0100 35,1 100 36,7 100 32,9 100 34,1100 . 31,2 100 27,0100 22,8lOO ---- ---- ---- ---- ---- ---- ----
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The distribution of exports has changed profoundly during this 
interval. In 1953 the principal exports were: Cotton (26.6%); lumber 
(25.0%); quebracho (17.6%); and livestock products (12.7%), of which hides 
predominated (7.5%). In 1959 the principal exports were: Livestock products 
(42.2%), with meat products predominating (30.7%); lumber (13.1%); and que
bracllo \1l.5%). And in 1960 the principal exports were: Livestock products 
(34.6%) with meat products predominating (26.4%); lumber (18.6%); quebracho 
(1l.1%); and yerba mate (9.3%). Cotton has fallen markedly and steadily to 
7% in 1958 and 1961. Tannin also has had a steady tendency to fall, in spite 
of the fact that tonnage has remained more or less stable, because of the 
competition of other vegetable tannins and the resulting decrease in prices. 
Lumber's share of exports has fallen since 1958 because of the close tie 
with the Argentine market. The share of fruits has diminished. That of 
essential oils has been stable. The share of vegetable Oils, tobacco, and, 
especially, of yerba mate, and meat products has increased, the latter meat 
products manifesting a very steady upward trend while hides remained stable. 

The proportion of elaborated and semi-elaborated products in exports 
has increased, but this increase is due solely to meat products. 

122l ~ J.2.i2. !2i2 .!221 ~ 1222 l2f?Q l~6l! ~ mOB.) 

Meat Products 5,2 6,2 6,6 12,5 ll,5 ~,5 30,7 26,4 29 

Essential 
Oils 3,2 4,1 3,7 3,3 4 2,3 3,2 3,7 3,5 

Quebracho 
Extract 17,6 ll,8 16 17,9 14 10,1 11,5 11,1 8,8 

26,0 22,1 26,3 33,7 29,5 35,9 45,4 41,2 41,3 

The prj.ncipal imports have been the following, in millions of dollars 
and in percentages of the total: 



~~ 1958 ~ 1959 ~ ~~ 1(61 ~ 
9 mos.) 

COIl6Ul!ler_1k!.OliB llu..Q .2L.l J.6.al JLl lQ.s2 ~ 19..a1 .2lul ~ ~ 

Wheat 4,5 16,5 4,0 12,3 4,4 16,8 4,3 13,6 3,8 17,8 

Other Food and Beverages 3,7 13,5 2,1 6,4 2,0 7,6 1,7 6,2 1,8 8,2 

Textiles and their Manufactures 3,5 12,8 3,9 12,0 2,2 8,4 2,5 7,8 1,8 8,2 

Chemical and Pharmaceutical 
Products 1,6 5,9 1,5 4,6 1,3 4,9 1,4 4,0 1,1 5,0 

Paper and Paperboard 0,7 2,6 0,6 1,8 0,6 2,3 0,8 2,5 0,7 3,2 

Fuel and LubricJIDtl! b2. ~ hl 2.,2. b.2 11.1 ld 1!h.2 b2. 11.2 
c--

Aut~t~~e Vehicle~ ~ 0 

Acc~ssori_es hl 12,0 1t1 11,4 ~ 11.5 hl 11,8 ~ 11,2 

Capital GoQds hl !2J1, 1Q.L2 lld 1& ~ 11.7 2.4.& .2.&J. ~ 
Agricultural Tools 0,7 2,6 0,7 2,1 0,5 1,9 0,5 1,6 0,3 1,4 

Iron and Steel 1,7 6,2 3,2 9,8 1,7 6,5 1,9 5,9 1,1 5,0 

Other Metals 1,0 3,7 1,4 4,3 1,0 3,8 1,3 4,0 0,7 3,2 

Machinery and Motors 1,8 6,6 5,5 16,9 3,7 14,1 5.5 16,8 2,7 12,2 

Ships 2,4 6,5 0,4 1,8 

Cement 0,1 0,1 0,1 0,1 

Others Not Clas/:lif'i~ 2,3 8,4 2,8 11,0 2,8 11,0 2,9 9,0 2,6 12,2 

27,3 100 32,6 100 26,2 100 32,4 100 22,1 100 
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Imports of cOllSUlller goods have cllminished. Wheat, paper and card
board have remained stable. Other items have decreased notably. Combus
tibles and lubricants have increased, but articles or transportation have 
not increased. Imports or equipment increased due to the marked increase 
in imports of machinery and motors; on the other ham:i, imports or agricul
tural implements has seriously diminished. 

This change in the composition or imports toward an increase in 
capital goods is a promising element. However, this increase is thrown 
out of equilibrium by the reduction in imports or agricultural equipment • 

..•....•.. 

CREDIT 

Credits granted by the Central Bank to the public sector came to 
the following during the last four years, in m11l1ons or guaranies: 

855,7 1,200,1 

Of these, the following vera granted to autonomous government 
agencies: 

340,9 420,0 1,200,1 369,8 

In other vords, 
to these agencies. 

in recent years credits have been almost entirely 

The economic distribution or loans vas as :follows: 

ru:z ~ J.2.22. J.22Q 

Agriculture -
Livestock 44,0 3,0 e,o 19,0 

Industry 315,4 35,4 40,6 146,1 

Financial 
Services 230,0 254,0 1,135,5 121,2 

Public Works 181,3 149,5 16,0 225,2 

Other 85,0 26,5 23,3 

Credits granted for agriculture, livestock and industry decreased by 
almost 55% betveen 1957 and 19~, and even more during the intermediate years. 



During the same period, loans from the Bank of Paraguay to the private sector were as follows: 

l221 ~ m.2. .J.2§Q 

Credits Credits Credits Credits 
Author. Ilil!!:nQgj!~ Author. B~!!:nce!;'! Author! Balances Author I Balances 

Agriculture 280,0 513,1 204,4 549,3 178,5 590,4 87,3 563,3 

Livestock 71,4 206,2 59,9 180,2 43,6 168,0 29,4 156,0 

Industry 414,6 795,4 224,5 705,2 100,7 640,7 83,7 521,7 

Commerce 280,2 135,1 146,8 122,0 36,1 109,7 29,1 93,2 

Other 81,7 182,5 98,0 173,1 82,0 176,3 64,5 305,2. 

TOTAL: 1,127,9 1,832,3 733,6 1,729,8 440,9 1,685,1 294,0 1,639,4 0' 
N 

And loans from the private banks: 

J.221 ~ J.25.2 l2.§Q 

Credits Credits Credits Credits 
Author. B~ances Autho;r. B~ces Author. B~!!:nces Author. Balances 

Agriculture 19,7 10,9 19,1 15,0 26,7 12,5 23,2 10,1 

Livestock 125,9 86,4 161,2 103,8 171,7 103,9 249,5 128,9 

Industry 600,3 223,6 695,3 317,3 783,6 400,5 902,3 436,9 

Commerce 491,3 92,9 465,7 liO,7 778,1 276,8 962,3 319,5 

Other 14,8 10,3 15,8 li,9 57,1 23,7 35,4 25,6 

TOTAL: 1,252,0 424,1 1,357,0 558,7 1,817,2 817,42,172,7 921,0 



The total of loans from the Bank of Paraguay and from the private banks was as follows: 

J.2i7 ~ J.2i9. J.2§Q 
Credits Credits Credits Credits 
Author. Balanoes Authol'JL B!I.J.!mo!s Autg!2I. ~!I.J.!mgeli! ,AytgOl:. J!!!]spgeli! 

Agrioulture 299,7 ;24,1 223,; ;64,3 205,2 602,8 110,; ;74,1 

Livestook 197,3 292,; 221,2 284 215,.3 271,8 278,9 284,8 

Industry 1,014,9 1,018,9 919,8 1,022,; 884,3 1,041,2 986,0 9;8,6 

Commeroe 771,4 228,1 612,; 232,6 814,2 386,6 991,4 412,7 

Other 96,; 192,9 m,8 18;,0 1.39,1 200,0 99,9 330,8 

TOTAL: 2,379,8 2,2;6,; 2,090,8 2,288,,; 2,2;8,1 2,;02,4 2,466,7 2,;61,0 $ 
I 



It can be seen from these data that loans to the private econo~, 
after an appreciable reduction in 1958 and 1959, returned in 1960 to about 
the 1957 level (an increase of 3.8%). But during the same period the value 
of the guarani went from ~109.3 to the dollar, after the exchange reform in 
1957, to ¢123,6 in 1960; consequently, the total amount of loans in equivalent 
dollar terms in 1960 represents an amount of 8.3% less than in 1957, and lower 
still in the two intermediate years. 

In relation to the gross product toe value of loans represents: 

But if only loans to the different productive activities are 
conSidered, the reduction is even more important. 

~ J.22l! .J.22.2. ;w,Q 
Agriculture - Livestock - Industry: 1,511,9 1,364,5 1,305,8 1,374,9 

In these sectors loans increased appreciably only far livestock 
(40%). Loans to industry decreased slightly. Loans to agriculture have 
decreased severely (by two-thirds), and their relation to the agricultural 
product is very low. 

6,8% 

FOREIGN DEB T 

The foreign debt at the end of 1960 and the total servicing in 
subsequent years is as follows (in thousands of U.S. dollars): 



Debt 
Outstanding 

De(1.~l. 1960 J.2Sl ~ loW. 
l2ebt Servigl 
~ ~ ~ ~ 

Pub1io Foreign Debt 

ExP.orj)···IlIInOl''ILBW 10,080 m m §.2Q §.2Q 122 ill 671 

Airport 830 284 189 189 189 95 

Corposan& 8,2'0 '94 594 '94 594 594 '94 '94 

Mennonite Colonies 1,000 l' 77 77 77 77 77 

Dlly~nt LQan Fund ~ m iQ2 622 .u4 .u4 .u4 .u4 
Highways 2,475 136 135 167 242 242 242 242 

Corpollana 970. 63 72 72 72 72 72 72 
C' 

Puerto 3 Alluno.16n ~ m m m m m m m VI 

I 

I.B.R.D---. ia221 aM. .1QJ. ~ ~ 

~ ~ 17k .2.1 .it.. .2.1 ~ 2.Q... ft1l 

Purohase of SlUJ>.Jl 2...:w ~ ~ 2QQ ~ ~ ~ ~ 

Spain 2,923 1,292 310 297 2133 270 257 244 

Japan 3,800 628 603 579 664 633 602 

Other Loans 3.888 ~ 2QQ ~ .J.6Q 1Ql 120 m 
Total Publio Foreign DeJrt. 27.956 4·461 ;3,236 ;3.066 2.932 2,346 2,222 2,184 

TOTAL Foreign_D_ebt ~ ~ kalli a.&Q4 ~ 'bID.. 2,222 2.184 
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As for the it 

aBI3UE~~ they continue 
increase them. 



INVESTMEN:r 

The trend ot grose investment was the tollowing (in millions of 1956 guaranies): 

fllbJ,;\,g ~ves:!a!!eWi: F;iyate ~vestieot ~ 
Itw. iAJ.1lt 1ms ',,,,m ~ % ot GNP iAJ.1lt ~ GNP Value 

1950 175,2 40,4 2 1,248,3 150,0 9 1,423,5 112,4 11,0 

1951 128,3 29,6 1 1,168,9 140,5 8 1,297,2 102,5 9,0 

1952 m,l 25,6 2 1,210,4 145,4 10 1,321,5 104,4 12,0 

1953 224,4 51,7 2 1,295,1 155,6 9 1,519,5 120,0 11,0 

1954 .32.3,1 74,5 3 1,4.36,8 172,6 9 1,659,9 1,31,1 12,0 

1955 350,6 80,8 .3 1,272,0 152,8 7 1,622,6 128,1 10,0 
0' 

1956 4.33,9 100,0 3 832,2 100,0 5 1,266,1 100,0 8,0 
..;J 

I 

1957 768,5 177,1 5 703,9 84,6 4 1,472;4 116,2 9,8 

1958 700,2 161,4 4 1,492,.3 179,.3 8 2,192,5 173,1 12,0 

1959 501,0 115,5 .3 689,2 82,8 5 1,190,2 94,0 8,0 

1960 521,4 120,2 4 936,3 112,5 6 1,457,7 115,1 7,5 



-68-

Gross investment decreased after 1954. This is due to the sharp 
drop in private :l.nvestment which after 1955 was far below that of the firat 
six years. Only in 1958 does it return to a level slightly above 1954, due 
to the investments of the meat industry. On the other hand, public invest
ment rose markedly, after 1954 and attained a high level in 1957 and 1958, 
decreasing in the last two years. Nevertheless, it was not sufficient to 
offset the reduction in private investment and maintain the previous level 
of total investment. 

The ratio between total investment and the national product remained 
quite low throughout the whole - about 10%; a little higher during the 
first 6 year~ (11%), and a lower during the last five years (9%). 
However, it was clearly never enough to promote development of the economy 
over and above the growth of the population, estimated at 2,3% annually. 

The ratio between capital and product appears to be very low. A 
previous study estimated it between 0,18 and 0,20 - i.e., 5 or more units 
of capital are needed to obtain one unit of product. This estimate appears 
confirmed by the ratio between the increase in gross investment and that of 
the product during the last decade: With an average annual rate of gross 
investment of 10% of the product, there was in ten years an increase in the 
product of 18%, or less than 1,8% annually. The ratio probably decreased 
during the last five years due to the reduced proportion of private invest
ment, which generally has higher and more rapid returns, especially when 
public investment is devoted mainly to social activities and basic services, 
and relatively little to productive activities. 

This ratio can undoubtedly be improved, and it must be improved by 
a careful selection of investment projects and priorities, so that growth 
of the economy can be accelerated with the scarce resources available for 
investment. 

During the last three years, public investment was distributed 
in the following form (in millions of current guaranies): 



Total 
~ ..J ~ -' 19.RQ ..J 'J,2~S-601 ..J 

ARriQJUtlll'_e ... LiVjlstock 2..Q Qa1 ~ .la.Z ~ 6...2 2.9..J. ~ 

Agriculture 1,0 11,6 9,0 
Livestock 5,0 17,2 12,3 

TI:!.IlsI2ortat~oD It.lY 2Q.,J ~ ~ ~ 2Q ~ ~ 
Highways 283,7 360,0 369,4 
Col!llllUllications 4,2 30,4 8,0 
Ports, Ships 26,9 18,7 380,7 
Air Transport 93,2 15,8 17,4 
Tran.port equipment 30,8 0,5 0,8 

~!hlllm J.Q.l. 42 Ll ;w. 16,2 l.ai ~ !as: 
cement 0,4 3,0 6,5 
Aloohol 9,7 5,3 9,7 

Eleotrio Powsr 2ia.1 ..J !ZlJ1 ~ 99.,.l '* 
$ 

• Esiucatipp 19.a1 1aA JJA /a,l ~ ;w. ~ ~ 
Construotion 16,1 13,3 9,7 
laboratories 0,2 0,2 

tIlRJ.~g BllIJ.:lil:l .12l..Q ~ ~ ~ 6S..l .4l 622.:5 &L:Z 
Construction 72,5 97,8 8,5 
Potable water 273,1 95,6 
Drainage 12,3 14,7 17,6 

Othel: la1 Qs.lt ial Qa1 ~ .La J.2.a2 .Q.& 
Tot.al Public Investment 871,1 100 777,5 100 863,4 100 2,512,0 100 

Central Government 297,2 297,7 399,8 994,7 
Government Agencies 573,9 479,8 463,6 1,517,3 
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In spite of the increase in public revenue and expenditux'es during 
the period, investments have decreased and represent the following proportions 
of total public expenditures: 

39% 35 

this interval investment has been concentra.ted 
and also in health due to the wa.ter of 

i.e., in sectors where investment has an and a 
low return. Now that the potable water project is finished, it is necessary 
to increase the proportion of public investment in a.ctivities which are directly 
productive. 

Public investment was financed in the following form during the 
period 1958-1960: 

Central Government Government Agencies ~ 

Domestic Resources 755 76% 625 41% 1,)80 55% 

Foreign Resources 240 21$ 892 59% 1,132 45% 

Total 995 100 1,517 100 2,512 100 

.......... 



~UBLIC FINANCE 

The growth at ordinar,r budgeted inoome and at its oomposition was as £ol1O\<1s: 

JSil .J.22.I. .1.2.a .m2 m.:z ~ ~ J.22Q 

Total (in ~ millions) 432,9 633,5 857,2 1,223,6 1,805,8 2,609,6 2,363,7 2,637,2 

Customs Duties 34,1% 32,0% 27,.3% 20,3% 21,0% 20,3% 25,4% 23,7% 
Export kds 22,9% 11,1% 8,2% 

Consular Fees 0,3% 0,3% 0,3% . 0,4% 0,4% 0,3% 0,6% 4,6% 

Internal Tue. 32,2% 33% 34,U ·36,8% 24,3% 18,3% 21,5% 19% 

Aloohol Tu •• 5,4% 3,5% 5,8% 5,0% 
, 
~ 

Sale. Tue. 8,5% 8,9% 10,1% 11,7% 

Income Tu •• 16,4% 15,6% 17,5% 16,9% 13,5% 10,8% 12,7% 11,4% 

Real Estate Taxe. 5,U ;,6% 4,;% 3,3% 3,;% 4,1% 4,9% ;,9% 
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The propor~ion of customs duties has decreased b.r one-third, but 
not that of the total taxes on foreign trade, as these increased due to the 
rise in consular taxes in 1960 and to export taxes. Since the latter 
seriously impeded economic development, they were immediately reduced after 
their establishment in 1958, but they will constitute approximately 8,2% of 
the budgeted resources in 1960. 

The proportion of indirect taxes increased a little. 

The proportion of direct taxes has diminished because that of 
income taxes was severely reduced after 1957, in spite of the fact that 
economic activity was relatively high from 1955 to 1958. 

The growth IIIlld composition of expenditures were the following: 

Total (in ¢ 
millions) 

Defense 

Interior 

Education 

Public Health 

Agriculture & 
Livestock 

Industry & 
Commerce 

Public Works 

Finlllllce 

Public Debt 

382,5 594,5 773,1 1,216,8 1,708,4 2,230,7 2,312,9 2,451,4 

35,8% 35,6% 33,5% 

16,2% 14,1% 13,7% 

12,8% 13,3% 16,2% 

3,7% 2,7% 4,7% 

1,2% 0,5% 0,6% 

4,7% 5,7% 5,8% 

5,2% 5,4% 5,8% 

14% 15,6% 11,1% 

32,1% 26,6% 26,1% 25,3% 25,2% 

13,2% 10,7% 10% 11% 11,5% 

14,5% 14,5% 14,5% 16,4% 16,6% 

4,9% 5,4% 5,3% 6,1% 5,7% 

0,5% 0,4% 0,4% 0,4% 0,4% 

2,1% 2,4% 2,2% 2,2% 2,2% 

5,5% 4,9% 4,9% 3,6% 3,7% 

5,5% 10,8% 8,9% 8,7% 4,2% 

The proportion of expenditures for Defense, Interior, Finlllllce, Industry: 
and Public Works has diminished. That for Education, Pub~ Health, and 
Agriculture has increased. The proportion for Agriculture IIIlld Industry combinec 
has remained the same, but with IIIll increase for Agriculture and a reduction for 
Industry. Nevertheless, to the revenues already mentioned must be added those 
derived from special laws which have been providing an important part of public 
revenues in the last few years. 

During the last four years the panorama. of the entire public sector 
has been the following, in millions of guaranies: 



REVENUES 

12.i'Z ~ ~ l.2.9.Q 

Qrd1MrY Resources 

Customs Duties 379,2 528,9 600,0 624,2 
Internal Taxes 440,0 477,7 507,6 501,2 
Alcohol Taxes 97,2 91,1 137,2 132,3 
Sales Taxes 153,6 232,5 239,0 308,0 
Income Taxes 243,7 283,0 300,4 300,3 
Property Taxes 63,4 107,2 117,2 156,9 
Export T8XIIIS 598,3 261,1 215,3 
Special Taxes 364,9 105,2 137,1 459,5.. 

Total Taxes: 1.742.0 2.42.3·2 2.299.6 ~7 

other Central Government Revenues 259,7 249,6 201,2 399,0 
other Special Revenues 352,7 225,2 .306,0 288,8 ~ 

Total Ordinary Resouroes 2.354.4 2.898.7 2.806,8 ~5 
, 

Extraordinary Resources 

Central Bank Loans 62,0 129,1 27.3,0 105,9 
Transfers from Abroad 220,8 220,6 .351,7 .308,5 
Loans from Abroad 945,4 155,5 70,6 215,5 

Total Extraordipary Resources 1,228,2 505,2 695,.3 629,9 

Total GeneralR$Ysnuss 3,582,6 .3,40.3,9 .3,502,1 4,015,4. 

Total ~axes oollected represent: lli1 ~ 1222 1960 

Of the domestio product 9,2% 11,4% 9,8% 10,8% 
And of the national income, about 10,5% 12,5% 11% 12% 



- 74 -

The table includes the Central Government, autonomous entities 
and State enteTprises, i.e., excepting only the municipalities - and it 
groups together ordinary resources, those derived from special lal{s, and 
those which are extraordinary. Not shown in the table is income received 
by government agencies and having no fiscal nature, whether it be income of 
an industrial nature or social security contributions. 

Municipal revenues comprise a low proportion of public revenues. 
The total of municipal budget estimates was ¢115 millions in 1957, ¢142 
millions in 1958, ¢147 millions in 1959, and ¢159 millions in 1960. 

During the same interval fiscal,surpluses excluding the accounts 
of State organizations, were the following: 

Ordinary Revenues 2,354,4 

Ordinary Expenditures 2,388,3 

Balance - 33,9 

2,898,7 

2,580,1 

318,6 

2,806,8 

2,772,5 

34,3 

J.22Q 

3,385,5 

3,151,7 

233,8 
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EXANINATION OF THE PROJECTS AND A TENTATIVE 

DRAFT OF A PROGRAM OF PUBLIC INVESTNENT 

This study will utilize the list compiled by the Economic Department 
of the Ministry of Foreign Relations of projects for which foreign aid has 
been requested. Although this list does not include all the investment pro
jects and the cost estirr~te of projects may not be very precise in some cases, 
it nevertheless appears to provide sufficient insight into the plans of the 
Public Administration for this preliminary study. 

The projects included may be divided into three groups: Projects 
for General Government Financing, Projects for Financing by Private Initi
ative, Projects for Financing by Public Investment. 

I - Projects for General Government Financing. 

A request is contemplated for a loan of 18 million dollars, or 
6 million dollars a year, for budgetary assistance in connection with 
the fiscal reform which will reduce fiscal revenues in the first few 
years. 

On the other hand the Central Bank is considering requesting a loan 
of 10 million dollars, of which 4 million dollars would be devoted to 
domestic expenditures corresponding to public or private investment for 
which foreign loans have been authorized. 

In the study of the financial volume of investment it was estimated 
that the reduction in fiscal revenues resulting" from tax cuts necessary 
to initiate fiscal reform would be at least 800 million guaranies, or 
6.5 million dollars, which reflects the elimination of taxes on exports. 
But import duties should also be reduced on certain articles necessary 
to production, particularly agricultural and l_vestock production. 
The resulting decrease in fiscal revenues can be estimated at about 200 
million guaranies in the next three years. 

With estimated budgetary aid between 8 and 9 minion dollars, it 
seems probable that the Government can meet its obligations during the 
years 1962, 1963, and 1964. 

II - Projects for Financing by Private Initiative. 

These projects amount to a total of almost 31 million dollars, or " 
3,900 million guaranies. 

They comprise: 

National Development Bank: 
Private Development Bank: 
Agriculture: 

3 million" dollars 
2 million dollars 
9 million dollars 
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~f which 4 1IIIi]]ion dollars 1IOul.cl be for agricultural credit and 5 million 
dollars for agricultural. implements. 

Forest Production3 4,530,,000 dollars 

of which 2 mlJion dollars lIOuld be for forestry credit and 2,530,000 
for the l1llllber i¥utry. 

LiTUtock. 10 1IIIillion dol.lara 

which correspoJads to a develop1llleDl;. program. or 2,500 million guaranies, 
or 20 lIIil.ljsR dol.la.rs. 

IDdustry: :2.2 !!!d1Uon do1l.ars 
or 280 !!!d11 iOR guaranies. 

It ca.a be est_ted that appro:x:illlately 9 million dQllars of these 
projects correspond to current. credits and 22 lIIll1ion dollars, or 2,750 
million pa.ra.n:ies, to iuestllllul.t, 1d!.ich WCluld represent more than 16% 
or the total. pr.i:n.te iRYestamt of l.5,,25O lIIillion guaranies projected 
fer the Mxt live years. 

nI - Projects lor FiDanciD,g by Public InYellltaeRt 

TIlese projects total. 133.7 million dollars, which corresponds to at 
least 145 .UUon dollars of public iRYestllllilnt. In addition, the ex
pauioR or the port at tAe capital. and the contin1l&tion of the Trans-Chaco 
road, 1d!.ich are _t included in tAese ProjectslO lIDlSt be added. 

Proposed public iRYeatlIIIiInts CORSequently come to more than 18,000 
lIIilliOR pa.ra.n:ies, an UlD1Di:t lddch obviousl7 CII.lUlOt De realized in the n_ quiaqaenni1llll, for 1d!.ich per.ied 8,550 million guaranies has been 
forecast. It has been said that public investllllilnt coul.d be expanded in 
the l.ast two years be10Dd that projected, in tile event that the lloped 
for fawrabl.e eflects of the GeWelsamt's actions are obtained in the 
lirst tllree years. :levertheless, total. .pllbllc iRYestment for the 
quinqurm:hlll caanet exceed b;r very IIII.ch 8,550 lIIillion guaranies, because 
that a.lrea.d7 represents a osnsiderabl.e increase in public investment. 
Certaii1:4r SOlIIIIe projects, particularlJ' colonization, include important 
elements that are actual.l;r private investment; bu.t if these elements are 
eli.lllina.ted public iRYestment 1IOul.d ;Jet be more tllan 13,000 million guara
nieSll which still exceeds the UlD1Di:t that ca.a be achieved in the next 
live yware, because a drain on chmestic reSOllrC8S 1I011ld 'rile provoked which 
lIOul.d lDIdo~ hinder pcivate investamt and production itself. and 
lIOuld daDge~ increase Dports. 

TIlerefere, it is Recessa.r;r repj.dl.y to exa!!!d.ne the projects in each 
sector aDd to estaDUsh prierRies. 

TIle preseBt distribu.tion of the appraxima.te total. cost of the 
.projects, b;r branch of activit;r, is the lolloldDg, in millions of guaranie: 
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Scientific and technical research 
Agriculture, ¢ 5,607 million with public 

investment of 
Livestock 
Industry 
Electric Power 
Highways 
River Transportation 
Railroad 
Air Transportation 
Telecommunications 
Education 
Public Health 
Housing 

Total 

176.4 

1,034.3 
51.7 
71.8 

3,417.0 
2,986.2 

441.0 
63.0 

126.0 
126.0 

1,704.5 
1,429.6 
1,654.4 

13,281. 9 

------ ---------

1.3% 

8.7% 

26.3% 

28.0% 

35.7% 

100.0% 

The following observations can be made about the projects in each 
branch of activity, with a view toward preparing a five year program. 

1.. Scientific and Technical Research 

The investlD9nt contemplated is relatively small. The Institute of 
Technology and Standards, which is the principal project, will aid in
dustrial development and the improvement of the quality of products. 
The meteorological stations are attractive for agricultural and 
livestock development especially. Therefore, the over-all figure of 
176.4 million guaranies can be included in the five year program. 

2. Agriculture 

a) Campaign against the ysau ant: 630 million guaranies 
Over 10 years -- i.e., about 315 million guaranies in the quin
quennium in question. This project seems to be one of high returns 
in view of the large agricultural losses caused by the ant. 

b) Construction of silos: 90 million guaranies 
This project is unquestionably attractive, provided it is carefully 
studied, as a means to reduce losses and organize grain marketing. 

c) Re-equipment of the agricultural mechanization service, 31.5 
million guaranies; and machinery for the colonization of Puerto 
Presidente Stroessner, 41.6 million guaranies, in total: 

73.1 million guaranies 

,As has already been said with respect to colonization programs, public 
investmst should be limited to the necessary basic services: highways, 
experimentation, technical assistence, commercial organization, etc. The 
preparation of the ground, which presents no difficulty in the region of 
Puerto Presidente Stroessner and Which is within the means of the colonist 
should be left to his charge. ' 
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With respect to the re-equipment of the agricultural mechanization 
service, the attractiveness of this project depends upon how the machinery 
is to be used •. It is well known that there is agricultural machinery in the 
country which is not economic because it used only for short periods. 

Nevert.heless, if there should be a program for its well defined use, 
an investment of .31.5 million guaranies could be projected. 

d) Colonization programs. 

A first colonization program contemplates the establishment of 2,500 
families on 100,000 hectares in the region south of the international 
highny to Brazil over a period of five years. 

The program comprises s 

Topography: 50 million guaranies 
Various roads which total 2,250 m. at a cost of 210 million guaranies, 
or 0.9 kilometers and ¢ 84,000 per family, which seems very high for 
the first stage. In any case roads on private property must be the 
responsibility of the colonist. There wouid remain therefore as the 
responsibility of the Government l20 m. of the international highway 
to Tan.i, and 810 m. of local roads at a cost of 50,000 guaranies per 
kilometer, or 46.5 million guaranies. This plus the construction e
quipment estimated at 1/S • .3 million guaranies gives a total which may be 
rounded off to 100 million guaranies. Construction of urban streets 
should be postponed until the urban centers themselves finance them. 

Experiment station: 20 million guaranies 

Technical assistance and! various services including the contracting 
of technicians: 41.2 million guaranies 
which can be considered as part of the investment during the execution 
of the program. 

The rest of the program, agricultural mechanization, loans for 'pro
duction, constitute private investment that is the responsibility of the 
colonists for a total amount of 620.8 million guaranies. They can get 
production loans in the same manner as the other agricultural producers, 
perhaps for a some'llhat higher portion of their expenses during the first 
two years. Colonista should construct their own housing; and private 
initiative should invest in the installation of the necessary sawmills or 
provide sawn lUllber from existing mills. The agricultural mechanization 
estimated at 100 million guaranies does not seem necessary or appropriate 
even for the extension of cultivation to 8.5 hectares per family anticipated 
for the fifth year. It is impossible to utilize mechanization for such 
limited cultivation; on the contrary, the farm family can easily work 8.5 
hectares with animal drawn equipment. 
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Therefore the program would comprise: 

Topography 
Roads 
Experiment Station 
Technical Assistance and Various 

Services 
Total public investment 

Private investment and 
Production Credits: 500 to 520 

50 million guaranies 
100 

20 

The second colonization program is the Spanish colonization, which 
proposes to establish 10,000 Spanish families in 15 years on 3 tracts of 
similar size in the regions of Puerto Presidente Stroessner, Villa Oliva, 
and Pedro Juan Caballero. 

For the five years under consideration, the Puerto Pte. Stroessner 
project should receive priority, bacause of the possibility of concentrating 
effort and reducing public investment and necessary public expenses, in order 
to obtain the highest and most rapid returns. To prevent dispersion of effort, 
each project should be fully completed in one five year period according to 
the priority established. 

The cost of the total program would be almost 4,000 million guaranies 
i.e., about 1,300 million guaranies in the next quinquennium. But this 
amount represents private investment only and does not consider the public 
investment necessary. 

The project provides no data that permit an estimate of the corresponding 
amount of public investment. Nevertheless, as a first approximation a prelimi
nary figure of 250 million guaranies can be suggested -- that is, 40 million 
guaranies more than the preceding program, though actually the equivalent of 
60 million guaranies more because another experiment station in the same region 
would not be needed. 

e) In addition to these projects it seems essential to consider the 
creation of experiment stations in two regions of a very unique 
character which do not have experimentation: Pedro Juan Caballero, 
and Filadelfia in the Chaco. By analogy with the first colonization 
program, this would represent a total investment of 40 million 
guaranies. 

f) A project for the development of agricultural technical assistance 
should be established. In a tentative and preliminary form until a 
program is prepared, one may note down for investment and operating 
expenses around 150 million guaranies which would be added to the 
technical assistance proposed in the two colonization programs. 
Of this amount about 100 million guaranies would be considered oper
ating expenses. 
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Therefore, the program in agriculture for the next five years 
would bel 

1.- Campaign against the ysau 
2. - Construction of silos 
3.- Agricultural mechanization _ 
4.- Colonization Programsl One - ¢ 191.2 

Two - 250 
5. - Experiment Stations: 

Puerto pte. Stroessner 
Pedro Juan Caballero 

¢ 315 million 
90 
31.5 

441.2 

Filadelfia 60 
6.- Technical assistance program not included 

in the colonization programs 150 
Total Agricultural Program ¢ 1,087.7 million 

3. Livestock 

The only projects are the anti-aftosa and brucelosis campaigns, 
¢ 32.8 million, and a milk treatment plant, ¢ 18.9 million, for a total 
cost of ¢ 51.7 million. 

However, in addition to these projects, it would be well to make 
a general study of the pastures and potable water supply for cattle 
in the Chaco, including a geological study of underground waters. In 
a tentative and preliminary form. for lack of data, 100 million guara
nies can be suggested for this proposal. 

The livestock program would be as follows: 

1.- Anti-aftosa and brucelosis campaigns 
2.- .Milk treatment plant 
3. - Study of the supply of drinking 

water in the Chaco 

Reconditioning of the cement factory at Valle-mi. 

¢ 32.8 million 
18 0 9 

100 
¢ 151.7 

Besides the reconditioning of the cement factory at Valle-mi it 
seems necessary to consider reorganizing the administration of the 
plant to improve its economic situation. It is inadvisable for the 
enterprise to have its general management in Asuncion-instead-of at 
the operating site itself. It should be kept in mind that the Free 
Trade Zone.will create more aggressive foreign competition. Conse
quently the project for the rehabilitation of the plant should be 
examined again considering all aspects and not just investment. 
However, the projected amount of investment can be maintained as 
an indication ~ 71.8 million). 
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Millions 

Hydroelectric plant and 
transmission line 678.6 1,179.0 766.6 251.7 

Asuncion installation 106.6 119.5 88.S 98.9 127.3 

Total: 106.6 798.1 1,267.8 865.5 379.0 

2,875.9 

541.1 

3,417.0 

Upon completion of the construction of the hydroelectric plant the 
program would prcvide a total capacity of 91,000 KW, which seems high 
relative to national needs. It would be necessary therefore to determine 
the aJIk)unt of power for export to Brazil, and if possible establish a firm. 
contract for this exportation. 

Judging by the data furnished, it is mre economical to meet national 
needs by completing the hydroelectric plant than by expanding the thermal 
plant. The hydroelectric plant also offers the possibility of exporting 
electric power to Brazil. 

Even so, the total amount of investment contelliplated is very high in 
relation to the total public investment estimated to be necessary, and it 
would be apprcpriate to try to reduce this project as much as possible. 
It is important to watch that the project does not hinder investment in the 
productive sectors, or worse production itself, by drawing off too high a 
proportion of the available resources. In the financial field, properly 
speaking, there does not seem to be any major problem because the anticipated 
loan of 20 to 23 million dollars probably would not be granted for other 
proposals; but there are problems of another type. . , 

Thus the generation of electric power has a dual aspect. On the one 
hand is the service and consumption which corresponds to almost all the 
domestic and public purchases of power. On the o~er hand is production for 
exportation and for industrial consumption. Consequently it is necessary 
to try to increase ai5 much as possible export sales and sales to industries 
that have multiplier effects on the econo~. 
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Execution of the ~electric project liIill cause important problem: 
Attraction of lIII.llpo1!er away frolll the popw..ated alld productive areas; the 
need to establish services of all. kinds for the project itself and for the 
personnel; supplJ1.ng of personnel nth various goods, especially food. 
Serious disequ:ilibriUlil. can be produoed: Shortage of labor in other sections, 
rise in uages. rise in the prices of food products, reduction of certain 
exports, excassive increase in imports. On the other hand, the project 
would give a stroq incentive to agricult1lra.1 and industrial development 
as lrell. of the rsgioa. 

Therefore, it. is essential to stlldy thorougl:lly all. the proble!IIB in 
the execution of this preject besides those of techniques of construction, 
planning and estillating Deeds of all kinds, planning and evaluating sources 
of su:w11", which liIill probably require the use of resourcas from the nearby 
Brazilian region in addition to national resources. The solutions must try 
to reduce disequ:ilibrinla as lllU.eh as possible. Blrt. in choosing solutions 
not on17 the immediate probleMS of the execution of the project should be 
bome in mind but also the future development of the region; and the attempt 
should be lllade to profit by the strong :i.lIipul.se during the period of con
struction 50 as to leave afterwards a structure of agriculture, livestock, 
indllStry and servicas that liIill make it possible to change the region of 
Puerto Pte. stroes:mer mo a lIIODe of presperityand permanent economic 
attraction. 

lI. Trusportation and Cammmications 

Transportation and colllllllmications projects total ¢- 3,742.2 million. 

a) Those relative to the railWlQ'", air transportation and telecommuni
cations, ¢- 315 million in all, need no comment. 

b) Biver transportation projects colllprise 100.8 million guaranies for 
a dry dock and liOrkshop for the Merchant Fleet, 37.8 million guara
nies for COBpletion of :3 cargo boats for the Parana River, and 302 
lIIIi.llion gw!.l.'Wrles for 4 collilbined passenger and light cargo boats. 

It must be noted that the State Merchant Fleet has already bought 
an ilIIportant nUlll.ber ef ships, which have recantly arrived in the 
coutry and lIhich appreciably increase its transportation capacity. 
Utilization of these ships is going to cause serious problems in hiring 
anci maintenance of technical personnel, as lrell as commercial problem 
of colllpel;ition nta other transportation enterprises; it is quite 
probable that the activity of the Merchant Fleet will grow progressively 
and that its hold capacity liIill not be whollJ' used for an unforeseeable 
but. rather long period of tiRe. Consequently, it is preferable to 
IIltppress the p1U'ehase of new shipS until those already acquired are 
being used to full capacity. It that should happen during the quin
qwmniUlil. under consideration, the project could be included during 
the last tliO years .. for which a revision will. be necessary in any case. 

c) Biglrway projects total 2,986.2 million guaranies. 
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-- ¢ 126 million are projected for studies of road projects, which 
seems like a great deal because it corresponds to an amount of 
construction projects on the order of 5,000 million guaranies. 
This could be reduced to ¢ 75 million. 

-- ¢ 126 million are projected for the paving of the highway from 
Coronel Oviedo to Villarrica. At first glanee it would seem 
that this highway could facilitate the extension of cultivation 
and the deconcentration of the population toward nearby regions 
suitable for farming. 

- ¢ 970.2 million are projected for asphalting the highway to Brazil 
between Eusebio Ayala and Puerto pte. Stroessner. The present 
scarce traffic certainly does not justify paving nor such a high 
cost investment; nor will it be justified for some time with the 
normal development of the region erossed and the corresponding 
traffie. However, the contemplated construetion of the hydroe
leetrie plant on the Aearay River will make neeessary important 
means of transportation, and easy and rapid eommunications; in 
addition, this eonstruetion ean greatly aecelerate the development 
of the region. Therefore, paving of the highway can be considered, 
provided the Acaray River project is carried out. 

-- ¢ 1,OOS million are projected for the completion and paving of the 
highway from Paraguari to Encarnacion. Sinee finaneing for this 
projeet has already been obtained on very advantageous conditions, 
this proje ct should be kept even though this important investment 
will very probably have a low return because the traffic between 
Asuneion and Encarnacion is light and will not grow very much and 
beeause the highway crosses a vast cattle region where the transper
tat ion requirements are and will be for' a long time very limited. 

-- ¢ 756 million are projected for the highways from Concepuion to 
Pedro Juan Caballero and Asuneion'to Taeuati., The first highway 
crosses an almost deserted region very far from zones of high 
population density and for the moment cannot attract colonists. 
It is true that there is a certain amount of development in Pedro 
Juan Caballero, but it is very incipient, and the production of the 
region does not need an important investment for the time being. 
The second is even less attractive; it crosses a praetically 
uninhabited area and leads to a region where there is no existing 
production and none anticipated; moreover, the road runs parallel 
to the Paraguay River, whereas the highway network should rather 
be based on the river trunk with the roads feeding to it. These 
investments could serve no purpose during the period concerned 
since they will yield no returns for lack of resources, not only 
financial but also human reso~s. which must be concentrated at 
the present time in the new and still little exploited region of 
the highway from Coronel Oviedo to Puerto pte. stroessner. 

Therefore these two projects should be postponed until the period 
following the next quinquennium. 
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J,3esides these projects, programs of secondary agricultural roads 
Qf the type contemplated fer the colonization programs, with an ap
pro::tillla.te cost of 100,000 guaranies per kilomater, should be considered 
for the regions sel-ected fer concentrated effort. These local programs 
could be included in the mmieipal investlilents carried out with the 
financial and technical assistance of the Central Goverrunent. 

The program for t.ransportation and collll'llllIlications would then be 
the following: 

Repair of the rallwcq line 
Dry dock and workshop for the 

Mercbant Fleet 
COIIIpl.etion of 3 cargo boats fer 

the Parana River 
Studies of road projects 
Asphalting of the higbwa:y 

Eusebio Ayala-pte. Pte. Stroessner 
Asphalting of the highwcq 

Paraguari-Encama.ci.on 
Paving ef the higbwa:y 

Coronel Oviedo-V:illarrica 
Asuncion airport t.a.xiwcq 
ImproVelilent of the telecollll'llllIlications 

system 

Total transportation and COllmuni

cations program 

7. Education 

~ 63 million 

100.8 

37.8 
75 

970.2 

1,008 

126 
126 

126 

_ 2,632.8 million 

Education projects total ~ 1,704.5 million. Operating costs of 
education projects are normally very high; they can be estimated at 
appro::tillla.tely 30% of the investlilent - i.e., ~ 500 million. However. 
since primary teachers' salaries are very low, this estimate can 
probably be reduced to ~ 300 million, which would seem to be the 
minilmml.. The expenditures of the Ministry of Education were 11 406 
million in 1960. Moreover, the maximum possible increase in total 
current expenses for the nED:t five years lIaS estimated at 11 590 million. 
These data indicate that it is impossible to carry out all the proje cts 
contemplated in the next .five years, because they would require too high 
a percentage of the forecast increase in public revenues. 

These projects consist ofa 

a) Reorganization of the agricultural schools, 11 63 million 
This project pertains to one o.f the priorities indicated for the 
.formation o.f production personnel. 

b) Schools, Pedagogical Center: 11 1,514.2 million 
This project includes: 
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_ColllIl\unity development: ¢ 52.7 million 
This program should be concentrated for the time being in the 
regions which have the highest population density. Consequently 
the centers contemplated for the departments of Concepcion, San 
Pedro, Misiones, and Neembucu should be postponed. The cost 
would thus be reduced to around ¢ 30 million. In addition, the 
project ought to be closely linked to the program of technical 
assistance for agricultural production and even included in it. 

_Technical industrial instruction: ¢ 14.5 million 
In view of the scant industrial development and since the country 
already has a technical vocational school, a technical industrial 
school should not be established without a thorough study which 
estimates industrial personnel requirements. Therefore this 
project ought to be postponed. 

__ Teacher formation: ¢ 76.1 million 
Teacher formation cle~rly merits high priority; nevertheless the 
most urgent and profitable course in the present situation would 
be to expand the regional normal schools to create teachers more 
rapidly. It would be advisable for the scarcity of resources to 
postpone plans relating to the Superior Normal School. 

__ Primary instruction: ¢ 1,370.9 million 
For the construction and equipment of 2,550 classrooms, which 
would make it possible to provide primary instruction to the 
entire school-age population. Primary education is presently 
limited to 60% of this population. To maintain the same 
percentage there would be necessary 670 additional classrooms 
in 1966 at an approximate cost of ¢ 335 million. The increase 
in this percentage depends upon the number of teachers created 
during the period and also upon the operating costs which the 
Central Government budget can support. It can be estimated in a 
preliminary fashion that the construction of 1,000 new classrooms 
would cost ¢ 500 million and would make necessary annual operating 
costs of approximately 80 to 100 million guaranies, which would 
be a very high goal in the present circumstances. It would 
correspond to a 65% provision of school facilities, though actual
ly a little more because the number of private schools would also 
be growing during the period, and they presently account for 
almost 8% of the pupils in the primary grades. 

c) National University: ¢ 127.3 million 
In the present situation postponement of this project appears 
unavoidable. 
The program for education would then be: 

Reorganization of the agricultural schools 
COlllIl\unity development 
Teacher formation 
Primary education 
Total education program 

¢ 63 million 
30 
76.1 

2.Q.L 
¢669.1 million 
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As for the operating costs, they would be at least ¢ 150 million a 
year, which represents 30% of the present expenditures of the Ministry of 
Education in 1960, and would very probably be excessive. Consequently, it 
would be advisable to deduct from this program a supplementary program 
which could be undertaken beginning in 1965 if the development of the 
econo~ in the three preceding years permits it. 

There would then be a main program: 

Reorganization of the agricultural schools 
Teacher formation, 5~ of the total program 

beginning with the regional normal schools 
Primary education 

Total: 

¢ 63 million 

38.1 
335 

¢ 436.1 million 

with an approximate operating co st of 85 to 100 million guaranie s a year, 
and an eventual additional program: 

Community development 
Teacher formation, 50% of the total program 
Primary education 

Total: 

¢ 30 million 
38.1 

165 

¢ 233 million 

with an approximate operating cost of 50 to 60 million guaranies a year. 

8. Public Health 

The public health program totals ¢ 1,l.29.6 million in two parts: 
one for hospitals, loIbich is ¢ 720.9 million; the other for potable 
water and sewage, loIbich is ¢ 708.7 million. It can be assumed that 
onlY the first part will necessitate operating costs, Which can be 
estimated approximately at ¢ 240 million a year, but which would not 
be sustained even by 1966. 

a) The hospital program also seems very high for the needs of the 
population. To determine its relative attractiveness it would b e 
necessary to prepare a study of the hospital facilities in the 
country, including private facilities. In the present situation 
it seems necessary to postpone projects like this. 

b) In the potable water and sewage program, the urban potable water 
project in the interior, which represents ¢ 285.4 million appears 
to merit consideration. However, the urban population is quite 
scattered; apart from the capital, which accounts for almost half 
of the total urban population, 3 centers of more than 10,000 have 
60,000 inhabitants and 8 centers of 5,000 to 10,000 have 55,000 
inhabitants. It seems unlikely that the program could be completed 
in 5 years. Moreover, the municipalities should participate in the 
financing of the project. The five year program could be limited 
to ¢ 200 million of which 50% would be paid by the Central Government. 
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c) Of the projects proposed for Asuncion, extension of the distribution 
of potable water and the sewage system need no comment. However, 
the storm sewer project of ¢ 315 million seems very costly and 
should be completed in stages. 

The public health program may tentatively be stated as follows: 

Extension of the potable water 
system in Asuncion 

Sewage drains in Asuncion 
Storm sewers in Asuncion 
Urban drinking water in the interior 

(50% of the program) 

Total public health program 

9. Housing 

¢ 45. 5 million 
63 
63 

100 

100 

¢ 30B.4 million 

The housing program totals ¢ 1,654.4 million. It consists chiefly 
of a project for 6,200 dwellings: 1,200 urban and 5,000 rural, at a cost 
of 1,562.4 million guaranies, to be completed in one year. The program 
obviously cannot be carried out, because this program alone would absorb 
all of the public investment projected for the first year. 

Neither can the program be carried out over the next five years, 
because it would allot almost 20% of the total estimated public investment 
for projects that would have no effect upon economic activity except for 
the construction industry itself. 

Furthermore, the program does not seem to relate to a real problem. 
The peasant hinself constructs and maintains his own dwelling with local 
materials that cost little aside from his labor. If he were provided 
housing constructed by the Housing Institute, he would have to pay rental 
including maintenance in exchange for partial unemployment, which he 
could not and would not do. 

With respect to workers' housing, a study of the needs does not 
seem to have been made, since they are not indicated in the project. 
It would be necessary to examine the present availability of workers' 
housing, the annual cost, types of construction and rents. what categories 
and What munber of workers could pay the annual cost of the type of 
dwelling contemplated in the project (which cost would be at least 20,000 
guaranies, or B% of the cost of construction). Moreover, it is not clear 
that the construction of rental houses with public funds is the lIIDst 
adequate method of solving the housing problem. A system of credit for 
construction, which could be carried out by the interested parties them
selves or by private firms for rental -- a system which could also be 
utilized by the rural population -- would probably be preferable. 

In fact, the project for 6,200 dwellings seems aimed much lIIDre 
at increasing the employment of workers and reducing unemployment than 
solving a housing problem. It is possible that if an important housing 
program had been executed in 1959-1960, years in which economic activity 
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_s low, it. could uve produced favorable effect.s on the general economy. 
However, in 19&1 economc activit.y rose; it. is hoped that it will rise 
more in t.he Dert few yeare, thereby increasing eaploJ'lllBnt. The importan.t 
growth projected for public and private investment too, --growth reflect
ed in economic activity supported by recollllllll.ended refOl"lllS- will increase 
emplO:J'lllElnt even more. It is quite possible that all this could cause a 
gelleral lIW1power shortage; t.here lIOuld certainly be difficulties with 
respect to specialized labor. An ilIIportant housing program under these 
circumstances could be very ha.rlllful, attracting human an.d productive 
resources into & field which, being oriented toward consumption rather 
tUn production, could not provide multiple effects on the economy. 

As far as the construction industry is concernedll the completion 
of the h1droelectric plant on the Acaray River will Decessitate 3,000 
to 5,000 houses, alld the constl'l1ction of various buildings. The timely 
recollllllll.eDdation recently made to industries in the Asuncion area by the 
Executive Branch will stilllulate this acthity. 

Therefore, it seelllS Decess&ry to reduce very considerably the 
housing program until a thorough stud;?' has been made of the needs alld 
Ulltil the trend of economic activity and emploJ'lllBnt can be confirmed. 

For DOW. the lIOrkers l housillg program by itselt can be tentatively 
estilliated a.t. 1,000 dwellings for the Dert quinquennimll with an investment 
of ¢ 252 million. 

10. Participation in Hlmicipal Invest.lllent.s 

For these investments t.here should be an an.nual item set aside in 
t.he capital budget. Municipalities could obtain gra.n1l:l for partial 
financing, say halt. of. the iDYestment projects. These projects must be 
approved by the Central Government taking into account the following 
factors: contol"lllity with the goals of developoent plannjng, adequate 
technical study, contirlllation of Municipal participation in the financing, 
which could be in cash or in labor. In addition, the project should be 
compl.eted with the technical assistance and under the control of the 
central or depa.rtlllental public administration. 

There can be tentatively projected for this proposal some 40 milli.on 
guaranies an.nually, or 200 IIIillion guaranies over 5 years. 

ll. studies 

ODe lIIhould also provide for basic studies necessary to the better 
understan.ding of the economy alld possibilities for developlll8Ilt. Importan.t 
technical assistance in personnel -aside froll financial aid- can. probably 
be obtaiDed froll uroad for these studies. Nevertheless, the country will 
uve to support the relevant internal. costs; for this proposal 30 million 
guaranies a year can be estimated as sufficient, or ¢ 150 million for the 
quil1qUDBiUlll. 
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CONCLUSIONS 

The total of the sector programs that result from the examination 
of the projects would be the following: 

Scientific and Technical Research ¢ 176.4 million --} 3.6% 
Basic Studies 150.0 

Agriculture 1,087.7 -} Livestock 151.7 14.3% 
Industry 71.8 

Electric Power 3,417.0 37.5% 
Transportation and COllDllunications 2,632.8 28.9% 

Education 669.1 -} Health 308.4 13.5% 
Housing 252.0 

Participation in Municipal 
Investments 200.0 2.2% 

Total: ¢ 9,116.9 100.0% 

The total exceeds the projections made for publie investment, which 
were ¢ 8,550 million for the quinquenniUIII., to which IIIIlSt be added ¢ 100 
million of eurrent expenditures for the operating expenses of the ,rural teehni
cal assistance program, or ¢ 8,650 million. 

Consequently, it is essential to set up within this total an addition
al program which would be carried out only in the event that the growth of the 
econo~ permits it from 1965 on. 

The supplementary program can inelude: the additional education 
program already proposed of ¢ 233 million; the agrieultural meehanization 
projeet of ¢ 31.5 million, whieh as said above does not appear urgent and 
whose economic purpose is not clear; the project for the study of the supply 
of potable water for cattle in the Chaco of ¢ 100 million, whieh can be 
postponed because the construetion of cutwaters for rain water will iIlIprove 
the situation considerably in the first stage; the Asuncion storm sewer 
project of ¢ 100 million, beeause an important investment has already been 
made in Asuneion in potable water and because projects for tne extension of 
potable water distribution and for a sewage system are contemplated and are 
undoubtedly more urgent. 

The main investment program would then be the following by branches 
of aetivity: 
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Scientific and "Technical Research 
:Basic Studies 

¢ 176.4 million} 
150.0 ~ 

Agriculture 
Livestock 
Industr;r 

Electric Power 
Transportation and ()mmnmi cations 

Education 
Health 
Housing 

1,056.2 
51.7 
71.8 

3,417.0 
2,632.8 

436.1 
21)8.4 
252.0 

Participation in Ifmdeipal Investments 200.0 

Total: ¢ 8,652.4 

The supplementary prograJll lIOuld be the following: 

Agriculture ¢ 31.5 million 
Livestock 100.0 
Education 233.0 
Health 100.0 

.¢ J.b4. 5 lIIi1llfltlt 

This prograJll Sl1ggests the fellewing oDse"at1ou: 

}-

}-

1. :ben though the proporliielt of iavellrblent in the preductive sectors 

3.8% 

13.6% 

39.5% 
30.4% 

10.4% 

2.3~ 

100.0% 

has increased a great deal and reacbe~ 13.'% in place of the 3.6% of the 
years 1958-1959-1%0, it is still iltnfficient and has been prevented 
frolll. increasing by the lack of adell_te projects and preparation. 

Actually the proporliion is a little larger than that which is represented 
by the projects coDtelllplatad in agricultur~, livestock, and industr;r. 
In effect, the Ilio Acaray hydroelectric plant will furnish electric power 
for exporliat1on and for industrial conslDllpt.ion. Consequently, at least 
15% of the investmellt in tJds sector can be estillla.ted to correspend to 
the prod1ilCtive sector. 

Benrliheless, n_ productive projects need to be studied, such as: 
CalIIpaign against cotton diseases; use of organic ferliilizers; tobacco 
dryers; conditioning of exporli prodl1cts, parliicularly essence of petit
gri.in; growing of improved seeds; improvenent in hog and poultr;r 
breeding and feed for this purpose; proDlOtion of winter shelters for 
cattle; etc. ' 

These new projects should be inclli.ded in the progralll., cutting even 
lIIQ~ if need be the health and housing projects. 

2. Basic services of electric power and transporta.tion reach an excessively 
high proporliion of 69.9% of the total. Redl1cing the percentage for 
electric poWer by the 15%, or 6% of the total progralll., which corresponds 
to tile productive sector, lIIOlL i leave 64%, which is still nr;r high. 
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3. The disequilibrium comes from the aIlIOunt of investment in electric- power, 
which represents a very high proportion of the total public investmaat, 
39.5%. Moreover, this project requires a large investment in the high
way from Eusebio ilyala to Puerto Presidents Stroessner which could be 
postponed if the hydroelectric plant were not constructed. Possibly 
from the point of view of the general economw it would be preferable to 
postpone the construction of this plant and expand the thermal plant to 
supply the needs of Asuncion. 

However, the project has good arguments in its favor: 

a) It will limit the growth of imports of petroleum products. 

b) It will make necessary the crea.tion of the administrative, 
commercial and social center which is needed for the development 
of the region. It the execution is well organized and well 
planned, it will provide the necessary structure for this develop
ment and will give it a strong stililulus with which it should be 
able to continue forward after the construction. 

c) It will provide, in all probability, a notable increase in exports 
as well as electrical energy for consumption requirements and the 
needs of production, too. Even if the project is not carried out, 
it is quite possible that for the lack of projects in the productive 
sectors the share of these sectors could not be increased, not even 
enough to replace what the plant will probably provide in exports and 
to the productive sectors, which was estimated at 15% of the in
vestment, an estimate which seell15 conservative. Therefo're if this 
project is not carried out it is almost certain that the public' 
investment goals will not be met, or in order to meet them that 
investments will be increased in transportation, principally in large 
penetration roads with a very low return, as well as investments in 
social services with high costs of operation. This change in the 
projected program would unquestionably cause a deterioration in the 
capital-output ratio that was estimated necessary. 

d) Finally, it seell15 probable that it would not be possible to get the 
foreign financial aid that is being negotiated for the electric 
project, for the lack of other prepared projects, attractive for 
economic development, which could justify aid of a similar size. 

Therefore, in spite of the disequilibrium that it will bring about, 
it seell15 necessary to keep this project in the program for the next 
quinquennium. But it should be reduced as much as possible, devoting 
the major portion to the generation of electric power for exportation 
and industrial consUIllption, and to plan carefully its construction in 
order that it support in every way possible tlie developlllElnt of the 
region and provide the permanent structure that this development needs 
to progress. 
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4. 'fie total 8IIIIOWlt of transport.ation and collllmlnications projects is not 
excelillSive, bw:t the highwq progralll. is very rigid in spite of the 
postPOUlilleat .f tw peB4iltration II!OW, because it still contains too 
high III. proportion .f this t;rpe of roa.d. It wuld have been much 
preferable for the program to have included a higher proportion of 
lIIIecondary AW. 'fiese roadllll a.re limited to that from Coronel Oriedo 
to Villarrica and to the reads included in the colonization programs. 
'fie invest_lilt projected fer the highway from Eusebio Ayala to Puerto 
pte. stroeslllMr can probably not be reduced if the. Rio Acaray h;rdro
elect.rlc plaBt is udertalcen. In addition, this project must be 
colillpleted &iii soon as possible to help ullist in the construction of 
tae plant; tile IIlIJIIe is tne of the road from Coronel Oviedo to Villarrica 
BO tlu.t it .,.. facilitate the lIuppl.y of agricultural products to the 
labor elIIIplo;yed. On the other band, the :iJwestlilent contemplated for the 

_.h1gltl.wq from Paraguari to Enc:al'!la.cion is not related to any other project 
and could therefore be IIIQdified. It would be very advisable for this 
ilrreBtlileBt to be limited to the aspbalting of the pi. rtll of the highway 
tllat lIleed it JIIOst, that is talll sections that it has not been possible to 
lay in stone, leaving, for exa.mpl.e, sou ~ 500 million for a. program of 
secondary roads in the central region or-idgb population density and 
economic activity and in the region of Enca~cion, which now has 
significant agricultural activity, which/should be prepared to constitute 
a zone of development and economic attraction, and which justifies for 
these reasons an &lllQunt of :iJwestment that is larger than what is 
contemplated in the program. as it is now. 

It is true that financing for the Paragwt.ri-Encarnaeion project has 
already been obtained. Nevertheless, it is qUite probable that a 
IIIOdific:ation of the project. could be a:~ranged nth the financing agency. 

5. The total proportion for social service projects is 10.4%. liIhich is a 
little love It is also possible that it may be necessary to reduce it 
even IIIQre to permit the undertaking of nev production projects. But the 
limiting factor he~ is not so IImch the availability of financial and 
other resources as the very high operating costs in the educ:;rt.ion and 
hospital fields. 'fie difficult budgetary situation will not permit 
consideration of an ilIIportant program of investunts in these sectors 
before 1965, and probably not during the entire quiilquenniUIII. Education 
also has another limitation, namely the formation of teachers. In this 
period of essential austerity for all the social sectors, educational 
efforts must be devoted chiefly to improving 'teacher formation. the 
quality of 1nstnetion. and lessening the rate of pupil drop-out. The 
aigh proportioo of students wo drop out of prilllary school from one year 
to tile aex\; represeBta a trem~ndous waste of resources in :iJwestment and 
ill teachers. The next five years should rather be devoted to increasing 
the return on existing il'lTestlilent and on public expenditures for pr:iJllary 
fnstnetion. 

With respe¢. to housing it must be noted that the completion of the 
~eleetric plant projeet will bring about a strong increase in the 
construction of 1i'ftlliDgs and other buildings. 
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6. It is possible that the participation of the Government in municipal 
investment is too high for the capacities of the municipalities. 
With the project for potable water in the interior there would be 
¢ 300 million Which the municipalities could get by ma.king an equal 
contribution. Their total estimated budgets on the present base would 
a.mount to about 900 million guaranies for the quinquennium, Qf which 
they BUst devote one-third to investment to match the share of the 
Central Government. It would take some tilille before the .unicipalities 
could utilize this system. Some .unicipalities will not be able to 
devote one third of their resources to investment. 

Therefore, it is possible that a part of the a.mount prOjected will 
be available for other projects. Nevertheless, it is preferable to 
keep the annual a.mount contemplated; the remaining balance could be 
applied to other projects in the following fiscal year. 

To assure the completion of the investments selected for the public 
investment program, it would be necessary for the Central Government and 
state agencies to have a capital budget with a quarterly projection of 
expenditures. These expel3ditures would be paid from a special fund ma:iJrt.ained 
by taxes earmarked for investlllBnt and by the necessary complementary part of 
general collections deposited monthly into the fund. The Central Bank would 
be charged with depositing revenues into the fund and controlling the use of 
the resources in accordance with the proposed expenditures for each project. 
In this way the reduction of projected investment expenditures be.cause of the 
pressure of current needs could be avoided; financial disequilibrium in the 
completion of the projects could also be avoided. 

Finally, the following outline of a public investment program C1Ul 
be proposed, by project and by year. This outline is tentative only and BUst 
be revised. on the lfasis of technical studies of the variou projects. But 
for now it has the advantage of indicating an important difficulty arising 
from the very high volume of investment proposed for electric power in 1964. 

Equilibrium within the annual global totals was established by 
assigning the balance of each annual investment to transportation and housing, 
which ue in great part similar means of production I Construction companiu, 
machinery, specialized manpower. In the first years of the period were 
forecast the two highways which can facilitate the construction of the electric 
plant. The third was postponed to the end of the quinqunniUlill. However, 
investment in the hydroelectric plant includes not only construction requiring 
similar resources to those used for highways, but electrical geurating ma
chiury which causes no problem other than the financial. It is possible, 
therefore, that a. review of the annual distribution of iaTestment will permit 
starting sooner than forecast the completion Qf the Paraguari-Encarnacion 
roa.d and the program of secondary roads that was recommended.' 

• InvelStments in the productive sectors were concentrated insofar all 
possible in the first years to get from them the most rapid returns. This 
procedure also allows for the possibility of including in the program at tae 
end of the period new investment projects in these sectors. 



IJllNTATIVE OUTLINE CF A PUBLIC INVESTMENT PROORAM 

PRINCIP~ PROGRAM 
(IN MILLIONS CF 1960 GUARANIiES) 

sectors and Projects 1962 196.3 1964 1965 1966 ~ 

Research Sub-total .22.Jt 80 §.Q §.Q 12 ~ 
Scientific and Technical Research 26.4 50 50 50 176.4 
Basio Studies .30 .30 .30 .30 .30 150.0 

Agriculture Sub-total 176•2 ~ ~ ~ '220 l .. 956.2 

Campaign against the Ysau .35 70 70 70 70 .315.0 
Construotion of Silos .30 20 20 20 90.0 
Colonization Programs 41.2 100 100 100 100 441.2 
Experiment Stations 40 20 60.0 '" ~ Technical Assistance Program .30 .30 .30 .30 .30 150.0 

Livestock Sub-total 16.0 15.6 §.:1 §.:1 §.:1 .2h1 
Cll'J!Ipi1p against Aftosa and Bruoelosis 6 6.7 6.7 6.7 6.7 .32.8 
Milk Treatment Plant 10 8.9 18.9 

*nthwttl 

Reoonditioning of the Valle-m1 
Cement Plant iQ ~ 71.8 

Electrio Power Sub-total 106.6 798.1 11267.8 865.5 .379.0 .3.417.0 

Hydroelectric Plant and Transmission Line 678.6 1,179.0 766.6 251.7 2,875.9 
Asuncion Installations 106.6 119.5 88.8 98.9 127 • .3 541.1 



sectors and Projects 1962 1963 1964 1:222 1966' Total 

TransEortation and Sub-tata:l 86l.8 ~ l28.0 390.8 ~ 2,632.8 
COllUllunications 

Repair of the Railway Line 63 63.0 
Merchant Fleet Dry Dock and Workshop 40.8 60 lOO.8 
Completion of 3 Cargo Boats for the 

Parana River 37.8 37.8 
Road Project Studies l5 l5 l5 15 15 75.0 
Asphalting of the Eusebio Ayala to 

pto. pte. stroessner Highway 620 350.2 970.2 
Asphalting of the Paraguari to 

Encarnacion Highway 50 355 623 1,008.0 
Paving of the Coronel Oviedo to 

Villarrica Highway 63 63 l26.0 
Asuncion Airport Taxiway l26 126.0 -c 
Improvement of the Telecommunications '" 

System 126 l26.0 

Education Sub-total ~ .!.Q!W; §l 67 §1 ~ 

Reorganization of the Agrioultursl Schools 40.0 23.0 63.0 
Teacher Formation. RegioDal Normal 

SChools 20.0 18.1 38.1 
Primar,r Instruction 67.0 67.0 67.0 67.0 67.0 335.0 

~. Sub-total ~ i.2 ~ .&Q. ~ 204.8 

Extension of Asuncion Potable Water 25.4 20 45.4 
Asuncion Sewage System 40 23 63.0 
Potable Water fer the Interior, 50% Charged 

to the Central Go'Yel'lllllll8Bt 20 20 20 20 20 1.00.0 

HousiDg B SO .~ 252.0 

PaitioipatloB in·HUnioipjl lnve'!!!nt@ l!D. !il l!D. !il 40 ~ 

Grand 'fOtall 1,57]..4 1,794.8 1,80',' 1,770.0 1,706.7 .,6520 4 



SUPPLEMENTARY PROGRAM 

Sectors and Pro~ects , 

AEiaulture 

Agricultural Mechanization 

Live,tock 

studT ot Potable Water tor Cattle 
in the Chaao 

lllcl\lH'\loD Sub-total 

Communit7 Development 
Teaoher Formation, ;0% of the total 

Program 
Primarr Instruction 

~ 

Storm Sewers for Asuncion 

Total: 
Principal Program: 
Grand Total: 

~ 1963 ~ !ill 1266 ~ 

31.S ll.; 

19 .22 l2Q 

.2! m .m 
15 15 :;0 

18 20 38 
6; 100 16; 

.!QQ 1QQ 
148 316.; ltb4.; 

11571.4 11794.8 1,809'2 11770.0 11706.7 81652.4 
1,571.4 1,794.8 1,808.5 1,918.0 2,023.2 9,116.9 

..0 

'" I 



-- 97-

PROGRAM (F BASIC STUDIES 

In the framework or Government action for economio and social 
development it is neoessary to integrate studies which will permit the 
setting or goals, determining of means, and the coordination of projects, 
and to prepare the formulation or a process of development planning that 
will be continually more oomplete and exaot. 

In addition to the study or projeots, basic studies oan be reoom
mended as listed below. Many or these studies should be continuous or at 
least periodic. This list is not exhaustive and only corresponds to the 
prinoipal weak points in understanding the economic and social structure, 
which make the work or projection and planning difficult, The studies 
suggested should be begun as soon as possible in order that their findings 
may be utilized in formulating development planning after 1965. 

1. Conducting a demographic census by a sampling method which would permit 
follOWing the population growth over shorter periods and at less cost. 
The census of 19~O is too old to serve as a besis for planning. 

2. At the same time, a thorough study at emigration; its Tolume; its origin 
by regions, occupations, social classS it Clauses; its destination by 
regions and occupation. 

3. Conducting an agrioultural and liTElstock census, also by the lIIampling 
_thode 

4. Study of land'llienure. the growth at the problem, and an examination at 
its organization and the measures necessary to solTe the problem. 

5. Inventory at pastures and available potable water for cattle, including 
underground. water, in the Chaco. This inventory would permit the 
estimation of the possibilities for increasing herds in the region and the 
projection of necessary investment. 

6 •. Study of the urban population in the principal centers: Trend or growth; 
occupations. basio services - electricity, water, lIIewers, transpurtationJ 
housing; principal social classes~ domestic and professional equipment, 
standard or living; family budgets - consumption, investment, D.Utrition. 

7. Study of the rural population by the sampling method. Occupations J distri
bution at work during the year; distribution at work ill the ta:m:1.l.yJ 
1nvestment level; production; yields; preserTation at production and losses; 
land tenure; housing; professional equipment. domestic equipnent; ta:m:1.l.y 
budgets - consumption, investment, D.Utrition. 

8. Formulation of a sampling system or estimating annUal agricultural productio~ 
(including projection at production if possible). 

9. Conducting an industrial census J establlshment at a system for the annual 
registration at production; the use or various factors at production, raw 
materials, accessory materials, power, water, manpower, etc. J investment. 
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10. PJ anning the building o£ the B10 ~ay b;ydroelectric plant; necessary 
complementary services and acti'rlties' rar construction; necessary man
power, by type; services necessary rar labor; chrell1ngs aDd constructions, 
consmnption needs far food aDd other products; source or th~se products; 
necessary investment; plllllIliDg o£ the undertaldng. . 

11. Transportation study: Traffic OYer various routes - vo111l11e, pe.ssengers, 
origin aDd destination, aDd lIIIIBl"ehandise by type, m-igin aDd destination; 
material necessary rar the transpart industry; cost o£ transportation 
over various routes. 

12. Study or development in certain regions. An inventory o£ the possibilitiesJ 
present 'population; present basic equipment; particular problE!Jl8; develop
ment goala - in accordance with national goala. Projects; needs; 
population aDd manpower; 1nvesbIIentJ necessary organization end services; 
commercial aDd social centers; anticipated proeelllltion end its destination. 

The regions which should be ElXlDdned in the first stage ere that o£ the 
highway to Puerto Presidente Stroessner end that o£ EIleernaci&n; in the 
second stage that of Pedro .TwIn Caballero aDd Filadelf'ia. 

13. Study of available services: -Public administration, education, health 
end others. Distribution in the country by regioD8; comparison with 
the population served aDd the regional econtlmic acti'rlty. 

14. Study of the public administration organization necessary at the central, 
depertmental and municipal l.nela. 

15. Study o£ imparts by type o£ goods (1:mmediate CODBUIIIption aDd durables); 
consumption by principal productive acti'rlties; capital goods), by 
the consmning economic aDd social sectors; by urbarl centers and rural 
regions. 

16. Studies or the markets abroad for national products. The JIIOSt attractive 
studies would seem to be ror sugar, fruit, tobacco, essential oils, 
refrigerated meat, logs, l'l1lliber end wood products, aDd paper pulp. 

17. Study o£ prices: Growth indicated by indices, end the reasons rar these 
trends; revision o£ the indices; establishment or a system ror recording 
the prices paid to the producer rar agricultural products. 

18. Study o£ the composition or the prices or principal products. .Agricultural 
products: Prices to the producer; transportation; storage; marketing 
costs; taxes; prices to the COD8UDler aDd export prices. Industrial products 
aDd imports; prices at the factory or C.I.J'.; 'ta:I:ee; handling; transportatiol 
marketing; prices to the COlUl1Dller. 

19. Study or the budgetary structure, taxes and ajbdnistration, a.penditures 
aDd administration. Fo:rmulation or a fiscal reform. 

20. Study of the economic accounting of the public sactor. 

Central Government: Fo:rmulation of a system of' accounts by economic activit; 
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and their relationship to the traditional financial accounts J eventual 
modification of the financial accounts. 

State agencies: Formulation of a system of accounts to correspond to 
the economic system. Annual balances and their control. 
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CONTRIBUTION OF PUBLIC FUNDS TO PRIVATE INITIATIVE 

In this examination or the support or private initiative with public 
funds, there are included both domestic public funds and foreign public funds 
provided to private initiative directly or through the medium of public 
financial institutions. Tbere will be examined here only support in the 
economic field, leaving aside whatever support may be provided in the various 
social sectors. 

In past years the Social Security Institute has devoted an important 
portion of its investments to shares in enterprises, up to an amount totalling 
¢94,7 million in 1959. However, a large part or this sum was invested in 
CORP0SAl1A, and apparently the amount devoted to private initiative was rather 
small. Consequently, it is not possible to forecast the support of the 
Institute to private initiative in the next few years. 

A tax or 5% on imports was levied for the benefit or the National 
Development Bank. Revenues from this tax were estimated for the next five 
years at a total of 696 million guaranies. When it began operations the 
National Development Bank had total assets or 'rM312 million, including a loan 
portfolio or ¢567 million and ¢209 million in liquid funds. Liabili ties and 
capital included ¢70 million or capital and ¢448 million of loans from the 
Central Bank. 

With respect to foreign resources the following projects have been 
established: 

1. A loan to the National Development Bank~:of' 3 million dollars, or 378 
million guaranies. This loan has been granted but has still not been 
made effective. 

2. A loan to the Private Development Bank or 2 million dollars, or 252 million 
guaranies. This loan is particularly interesting because it permits the 
accumulation or national capital in a bank for medium and long term loans 
and the beginning or a financial market. 

2. A loan for agricultural credit or 4 million dollars, or 504 million guara
nies as part or a loan or 10 million dollars solicited by the Central Bank. 
This agriculture loan corresponds to a credit program of 640 million guara
nies, of which approximately 600 million would be lent for a maximum term 
of 12 months. In 1960 the gross domestic product originating in agriculture 
was 5,200 million guaranies. Consequently, the agricultural credit program 
corresponds to more than 10% of the agricultural product foreseen for 1962. 
Since the commercial part of this product is approximately 4f.Y/" the credit 
program corresponds to more than 25% of the agricultural product produced 
for sale. This percentage seems quite satisfactory. 

As for the program itself, it calls for certain observations: 

It is too detailed, and it does not appear suitable to arrive at this 
degree or preciSion, which will actually be impossible to apply without 
too authoritarian methods and excessively heavy controls. It would be 
preferable to assign quotas only for a small number or crops which seem 
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to be or greater importance for development -- for example, cotton, 
corn and fruit - and leave a large part of the credit without any' 
particularly sp~cified use. 

Rice and wheat together account for ¢150 million, or 25% or the annual 
credits contemplated. These crops also appear to be those most favored 
with respect to the amount of credit proposed on the one hand, and the 
number of hectares to be cultivated and the cost of cultivation on the 
other. These two crops do not seem to merit such a privileged status. 
Rice cannot be extended much further because the relatively 10\/' yields 
and the distance from the sea do not permit it to be exported to 
international markets. Domestic wheat cannot be substituted for 
imported wheat until the yields have been improved a great deal through 
experimentation; at the present time the peasant cannot cultivate wheat 
economically. 

It should be noted that it does not seam appropriate either to set aside 
special credit for yerba mate, the bitter orange, and grapes, even 
though the amount or credit earmarked is very 10\/'. This is a matter of 
traditional crops which in practice do not need assistanoe. Moreover, 
it would be dangerous to promote them, because the market for yerba mate 
abroad is narrow and cannot be greatly widened; as for grapes the market 
is wholly domestic and cannot be developed abroad; the market for essence 
of petit-grain is also very narrow, and it is probable that the present 
stands of trees are more than sufficient. It would undoubtedly be much 
more profitable to promote the planting of improved varieties or bananas, 
pineapples, and citrus fDuits. 

4. A. loan for agricultural implements or 5 million dollars, or 630 million 
guaranies. 

This project is intended to facilitate the importation of various artioles 
necessary to agrioultural production. These erticles would be imported 
by the National Development Bank. 

The size of this project seems very large. It anticipates 1 million dollars 
for insecticides, fertilizers, seed, and spare parts for asriuultural 
implements which enter into the annual costs of production for which a loan 
or 4 million dollars has already been solioited. Almost 1 million dollars 
more is proposed for various goods which probably also correspond in large 
part to annual costs. Six hundred sixty thousand dollars is for unf'orelleen 
contingencies. 

Consequently, it may be considered that if a loan is obtained of 4 million 
dollars for agricultural credit, a complementary loan or 3 to 3.5 million 
dollars for agricultural implements would probably be sufficient. 

5. The next proposals correspond to the two colonization programs contemplated 
for the next five years. Besides the necessary public investment which was 
estimated in the public investment programs, these proposals include private 
investments that would be financed with loans or M10 m1llion for the 
lOO,OOO-hectare program of Puerto Presidente Stroessner and ¢1,300 million 
for the Spanish colonization program in the same region. 
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It would appear that these loans correspond to all, or nearly all, of 
the necessary investment. That would be excessive. The colonist 
ought to make some of the necessary investment, whether f'rom his own 
capital or in labor. Nevertheless it is impossible, without a thorough 
study of these proposals, to estimate the proper amount of' loans from public 
f'unds. 

6. A forestry credit: 2 million dollars, or 252 million guaranies, as part 
of a loan of' 10 mUlion dollars solicited by the Central Bank. This 
credit is intended to facilitate the recovery of forest production, which, 
weakened by the scant activity of the last few years, cannot respond rapidly 
to the important demand for wood in the Argentine market. 

7. A credit for livestock development: 10 milllon dollars, or 1,260 million 
guaranies. This credit cDrresponds to a total investment program of 20 
million dollars, about equally divided between domestic and foreign costs. 

8. A credit for aid to cottage industry: 647,000 dollars, or 80.6 million 
guaranies. This project does not appear to be well studied. Cottage 
industries have high costs which are not competitive with those of industry 
proper. Therefore it is necessary to choose with care on the basis of an 
economic study the cottage industries which it is desired to encourage. 
On the other hand these industries are attractive as a means to increase 
the employment of the agricultural population when their capacity for work 
-cannot be utilized in any other f'orm for lack of' land or f'or the existence 
of seasons which totally prohibit agricultural work over long periods. 
Such conditions do not prevail in Paraguay, and for this reason it would 
be much more economical to promote agricultural production itself than 
cottage industry in the rural environment. 

9. A loan for oil refining plants of 500,000 dollars, or 63 million guaranies, 
and a loan of 550,000 dollars, or l:f),3 mUlion guaranies for various 
industries: tobacco, cotton, industrial oils, etc. 

The percentage of utilization of capacity of certain industries is low. 
Among these industries is found especially oils, and also cotton. 

Therefore it is necessary to make a study of the situation in the various 
branches of industry, which will permit us to decide which ones should be 
helped. Loans from public funds should be strictly 11m1ted to those 
industries which are most significant to the general economy. 

10. A loan of 500,000 dollars, or 63 milllon guaranies, f'or the sugar industry, 
The sugar industry is relatively old and yields appear low. Modernization 
is probably necessary. 

11. A loan of 2,53 m111ion dollars, or 318,8 m111ion guaranies, for the lumber 
industry. 

It would undoubtedly be attractive to develop the lumber industry in this 
country. Nevertheless, it is a difficult problem f'or the heterogeneity 
of the forest which yields a very low utilizable tonnage per hectare, for 
the small size of the domest '.c market 1ihich at the present time is of no 
interest to the lumber industry, and :for the dependence of the industry 
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on the fluctuating Argentine market. There <!..J.j,-"""uv m.stll in the country . 
excess productive in the some of which have been 

olosed down for some years. 

million 

778 II 
II 

II 

378 m.ll1on 
252 II 

504 II 

C;V.J..VJ.J..J..",Q,Y.l.V''''g for 
nrl,,,,t,.,.,, whioh in 

of the 
cOlTel'po:lU1l1 t@ part of 

its activity not dedicated to cOllll!lerclal eredlt, or !lind Hliourcall ill, 
the amount of 790 million guaranies. The total of two figures, 4.925 
million guaranies, would represent 32% ot the private investment ot ~15,250 
million contemplated for the next quinquennium. 
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So high a proportion does not appear necessary. 

or the loan projects contemplated, the most important are: 

1. For the National Development Bank and the Private Development Bank, 
because they are ganeral and because they permit these financial 
organizations, which are of extraordinary importance to economic 
developnent, to begin operations on a satisfactory scale. 

2. For agricultural credit, agricultural implements, and forestry, because 
these correspond to the urgent needs of the economy which cannot be 
met with domestic resources with the necessary speed. 

As for the other projects, they must be and can be reduced. 
Colonists must not count upon loans alone, but also upon their own investments. 
Livestock fermers who have good guarantees can seek other sources of financing, 
including their own savings to a large extent. The loan proposed for the 
lumber industry seems very important and should be looked at again when a 
complete study has been made of this branch of industry. 

To conclude: It would be necessary first to make a thorough study 
of the needs and results of development in the various sectors of private 
initiative. Without this study only a very rough estimate can be made. Loans 
tp private enterprise from foreign public funds of 20 million dollars during 
the next quinquennium would probably be quite a large amount, producing a 
rather large servicing load. Twenty-five million dollars seems to be the 
maximum. There would therefore be 2,520 or .3,l50 million guaranies that 
should be added to the l,570 million guaranies of domestic funds, thus arriving 
at support from public funds to private initiative of 4,090 or 4,720 million 
guaranies. To estimate the part which corresponds approximately to investment, 
there must be eliminated the agricultural credit of ¢504 million, the forestry 
credit of ~252 million, and also a portion of the resources of the National 
Development Bank equivalent to the portfolio destined for commercial credit, 
or 6f:/I,. Support for investment would then be 2,275 or 2,900 million guaranies. 
Comparing these figures with the projected volume of private investment of 
(&15,250 million, the proportion would be l5% if the amount of foreign loans 
were 20 million dollars and 19% if the amount were 25 million dollanil. 
Support to private initiative with public funds to the extent of 15% would 
have a strong guidance and development ::impact, and therefore it would be 
sufficient to contract abroad for 20 million dollars or a little more. 

This figure obviously does not include loans, nor much less share 
c~ital, by foreign private investors, which can be negotiated directly by 
the private enterprise. 

. •.•....•• 
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PROPOSAL FOR ORGANIZATION OF A PLANNING A.GENCY 

In order to accelerate economic and social progress, a task to 
which the Government is pledged as it clearly affirmed in adsociating itself 
with the declarations of the Charter of Punta del Este, it is essential to 
coordinate and plan economic and social development so as to achieve the 
most efficient use of all available natural resources. Moreover, coordination 
and planning can make it easier to obtain more ample funds from abroad. 
Circumstances are favorable by reason of the improvement of the economy which 
is appearing after the crisis of the last fev years, and also because of the 
hope for a wider foreign market and foreign aid stemming from the Free Trade 
Zone and the Alliance for Progress. These circumstances must be taken 
advantage of immediately to amplify development efforts. 

The planning of economic and social development requires a strong 
and persistent will on the part of the Government. To manifest and apply -
such a will, the Government should create a technical planning organization. 

This organization has a dual role. First, it is charged with 
informing the Government about economic or social development problema and 
preparing from a technical point of viev the dec~sions that will be taken at 
a policy level to solve these problema and stimulate development. Seco~ 
it is charged with explaining Government directives t~ the various secUors 
of the country, and provoking and gathering from them their ideas, suggest~ons 
and needs, coordinating their efforts in one coherent body in accordance with 
the objectives of development policy. 

This, then, is a staff job. It is not necessary that the planqing 
organization itself realize and execute development projects; it is not even 
desirable, because its role is formulation and coordination. This organisation 
must be flexible and of high technical competence, with the purpose of guiding 
and coordinating the work of other organizations, without displacing these 
organizations nor reducing their competence or responsib1li~y. 

The planning organization is an instrument of the economic policy 
of the Government, to vhom it should be very close, in order that the 
organization may be always available to inform, to clarify, to solicit. 
directives, decisions and judgements. Since planning requires choices and 
priorities between various needs, it is essential that conflicts may be solved 
at any time Qy arbitration by the highest authority. Consequently the planning 
organization should fall under the aegis and control of the President of the 
Republic or the Minister whom he has delegated to exercise the arbitration 
function. It is unsuitable and dangerous to name for this purpose a Minister 
already charged with a particulaf sector participating in development, because 
his decisions could be criticized as favoring the sector of his responsibility. 

On the other hand, the planning organization must be in close contact 
with all elements of the country participating in economic and social develop
ment, Whether public or private, central or local. 

Based on these concepts the following organization can be considered: 

The functions of the planning organization would be: 
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1) To analyze the economic and social situation and its trends; to determine 
and foresee development problems; to evaluate the results of past develop
ment efforts; and to solicit from the Government the objectives of 
development policy. 

2) Within the frame work of these objectives, to work out the general and 
sector development goals; to coordinate projects and programs in the 
public 'sector, as well as the actions of private initiative and the Govern
ment; to join and fit together all public and private projects within one 
development plan. 

3) To estimate the available resources and allocate them; to coordinate 
foreign te.chnical and financial assistance programs. 

4) To submit the development plan with its resource allocation, and propose 
measures of economic policy, regulations, and reforms for consideration 
and decision by the Government. 

5) To become acquainted with all projects that can influence development, 
in order to evaluate the needs and technical consequences, and to give 
technical advice to the Government, in particular the Council for Economic 
Coordination. 

The planning organization must.be composed exclusively of technical 
personnel of high competence. It should be directed by a general economist 
with the title of Executive Secretary and should be divided into technical 
divisions, of which the most immediately necessary are General Economics, 
Agricultural and Livestock Economics, Industrial Economics, Transportation and 
COlIIDl1lllications Economics, and Human Problems. Subsequently, it may be 
necessary to expand the number of divisions or subdivide them,ni'or example, 
into: Program:n1ng, Finance and Credit, Public Administration, Education, etc., 
but upon starting its work, it appears sufficient and rather preferable to have 
a flexible organization. 

As for methods of work, the plsnning organization, in its role as 
adviser to the Government, must present on its own responsibility technical 
opinions on projects submitted for consideration by the Council for Economic 
Coordination, and analysis of the economic and social Situation, development 
problems, proposals for their solution and for economic policy objectives. 
It also has the entire responsibility for presenting to the Government the 
development plan, proposals for economic policy measures and necessary reforms. 
In addition, it has the responsibility of establishing, on the basis of 
governmental directives, general, sectorial and regional development goals. 

Nevertheless, in order to prepare an analysis of the Situation, the 
planning organization will have to collaborate with other organizations, in 
particular with the Directorate of Statistics of the Ministry of Finance and 
the Department of Economic Research of the Central Bank; in addition, it will 
have to request data and opinions from all relevant public and private 
organizations, and even from the principal municipalities and competent persons, 
To research on the basis of general goals, sector goals and regional goals, 
it will have to engage in discussion with all competent sources and seek 
arbitration in case of an irreconcilable conflict of criteria; it will have 
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to ask appropriate agencies to prepare projects, regulatory measures, and 
reforms considered appropriate; it will make suggestions, endow proposals 
with their principal characteristics, help in the preparation, but not take 
charge of any proposal unless that be unavoidable. In short, it must act 
within the existing framework, performing a new task without substituting 
"its authority for that of the other organizations which collaborate in 
development during the execution of their normal jobs. 

To complete this job of tying things together, institutional lints 
must be established with f!JfI6ry sector. To this end, along with the planning 
organization there must be created an economic and social committee, which 
should be compesed at first of the following technical committees: Agriculture, 
Livestock, Industry, Transportation and Communications, Finance, Education, 
and Health. The economic and social committee could form other committees 
whenf!JfIer that might appear appropriate. The technical committees would have 
members from the public and private sectors. The members from the public 
sector would be representatives of the Ministries of Agriculture and LivestoCk, 
Industry and Commerce, Public Works and Communications, Education and Culture, 
Public Health and Social Welfare, Finance, representatives of the Central Bank, 
the Df!JfIelopment Bank, and the Social Security Institute. In addition, there 
would be members designated by the technical committees from outside the 
organizations just listed and these members would be taken preferably from 
private enterprise. The economic and social committee would be presided over 
by the Minister to whom the President delegated the sponsorship and control 
of the planning organization, or by the Executive Secretary of that organization.~ 

Also, the planning organization would submit for consideration by 
the National Council for Economic Coordination an analysis of the. genaral 
situation, proposals and reforms, as well as a draft budget, program of work 
and an annual report. For this rf!JfIiew, the National Council for Economic 
Coordination should obtain the concurrance of the interested Ministries and 
representatives of private initiative from the principal economic and social 
sectors. 

. ........• 
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DRAFT (F A DECREE-LAW TO CREATE A TECHNICAL SECRETARIAT 

FOR ECONOMIC .AND SOCIAL DEVELOPMENT 

Art. 1.- There is created hereby a Technical Secretariat for Economie and 
Social Development Planning, a dependeney of the Presidency of 
the Republic. 

Art. 2.- The functions and duties at the Technical Secretariat for 
PJanning shall be: 

a) To analyze the economic situation and its trends, to 
determine the problems which hindar development, to 
~uate the results at past development efforts, to 
formulate recommendations for general development 
policy objectives, and to request decisions from the 
Executive Branch. 

b) To formulate general and sectorial development goals, 
to coordinate projects and programs in the public sector, 
as well as the actions at private initiative with the 
actions of the Government, to establish a general develop
ment plan and sectcr or regional plans. 

c) To estimate the resources available for development and 
allocate them among the various branches of activity, to 
coordinate programs at technical and finlllJ,oial assistance 
which international and governmental organizations may be 
prepared. to provide. 

d) To submit to the consideration of the Executive Branch 
general, sectorial or regional plans which take into 
account the activities of the public and private sectors, 
together with the proposed allocation of available 
resources; to recommend economic policy measures, 
regulatiOns, or reforms in Public Administration, and 
in general all measures which the Secretariat believes 
necessar,y for the better fulfillment of its functions. 

e) To advise the Council for Economic Coordination. 

Art. 3.- The Technical Secretariat for Planning shall be directed by an 
Executive Secretar,y, who shall be appointed by the ExeOJlltive Branch 
and must be of recognized. competence in Economics and possess an 
university degree. The Ex:ecutive Secretar,y shall be Technical 
Adviser to the Council for Economic Coordination. 

Art. 4.- The Technical Secretariat for Planning shall have the following 
functional organization: 

a) Executive Secretar,y and administrative and secretarial personnel. 
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b) Technical Divisions: General Economics 
Agricultural and Livestock Economics 
Industrial Economics 
Transportation and Communications 

Economics 
Human Problems 

New technical divisions may also be established if they 
should become necessary. 

The technical personnel shall be appointed by the Executive Branch 
on the recommendation of the Executive Secretary. The rest of the 
personnel shall be appointed and contracted for by the Executive 
Secretary. 

The Technical Secretariat for Planning shall have the cooperation of 
the Public Administration, Autonomous Entities, Financial Institution 
State Enterprises, and Municipalities, who will provide any informatil 
necessary to the fulfillment of its functions, and especially on 
their financial situation, programs, and projects and their completioI 
The Technical Secretariat for Planning will furnish these organizatior 
with information and cooperation necessary to the fulfillment of theiI 
functions relative to economic and social development. The Technical 
Secretariat for Planning will formulate, in cooperation with the 
Government agencies responsible, general criteria for the guidance 
of p~ivate initiative through credit, tax examption and other devices. 

The Technical Secretariat for Planning shall'be consulted on all 
development projects and programs, economic policy measures, . 
modifications and reforms in Public Administration related to economic 
and social development, before their consideration by the National 
Council for Economic Coordination and the Executive Branch. 

The Technical Secretariat for Planning shall collaborate with private 
initiative, of whom it will request information and suggestions, and 
in turn can furnish information and explanations of economic polley 
directives and proposed Government actions. 

To give advioe and to partioipate in the work of planning there is 
hereby created an Economic and Social Committee, which shall be 
consulted on the formulation of sector and regional development 
goals, on programs and projects, on general, seetor or regional plans, 
economic policy measures, regulations or reforms in Public Adminis
tration. 

The Economic and Social Committee shall be comprised of the Technioal 
Committees that shall be necessary for its work, initially those of 
agriculture, livestock, industry, transportation and cOllll1larce, 
finance and credit, education and health. Other Technical Committees 
may be established if they should become necessary. 

Art.ll.- The Technical Committees shall be composed of representatives of the 
Ministries, Government Agencies, State Enterprises, and of private 
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persons of recognized competence in the field and appointed by 
the Executive Branch on the recommendation of the Executive Secretary. 
The Technical Committees shall elect a President, who shall be 
assisted by the chief of the relevant technical division of the 
Technical Secretariat for Planning. 

Art.12.- Tha Economic and Social Committee shall also have a General 
Committee which shall be composed of a representative from each 
Ministry, Autonomous Entity, and State Enterprise, as well. as a 
representative of private initiative from each Technical Committee. 
All of the foregoing must be members of the Technical Committee. 

The General Committee shall be presided over by the Minister to 
whom the President of the Republic has delegated the sponsorship 
and control of the Technical Secretariat for Planning, and the 
Minister shall be assisted by the Office of the Executive Secretary 
or by the Executive Secretary himself. 

Art.13.- The Technical Secretariat for Planning, in presenting development 
plans, economic policy measures, regulations and Public Adminis
tration reforms for the consideration of the National Council .for 
Economic Coordination, shall inform the Economic and Social 
Committee about such consultations and the decisions reached therein. 

Art.14.- For the expenses of the Technical Secretariat for Planning and the 
Economic and Social Committee, the former shall draw up a budget 
of Income and Expenditures to be approved by the Executive Branch. 
With respect to income the Technical Secretariat for Planning 
shall receive an appropriation of ••••••• This sum shall be 
deposited by the Central Bank in a special account and shall be 
at the disposition of the Secretariat in accordance with ordinary 
banking procedure. An arumal financial report, containing the 
accounts and annual balance, s~ be submitted to the Government 
Accounting Office for its review • 

•........• 
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TENTATIVE BUDGET FOR EXPENDITURES 

OF THE TECHNICAL SECRETARIAT FOR PLANNING 

Personnel Expense, 

Executive Secret8r7 

Technical Personnel 

1 

II 

Administrative and Secretarial 
Personnel 12 

Internal Expenses for 
Foreign Advisers (Or Research 
Contracts) 6 

Total Personnel Expenses 

Of'fice Expenses 

Rent, Postage, Telephone, Office· 
Supplies, Furniture and Fixtures, 
Documentation, trAvel and 
Transportation 

1& 720,000 

500,000 

250,000 

300,000 

1& 720,000 

5,500,000 

2,750,000 

:1..8120.000 

¢ 10,770,000 

Total Office Expenses 2,~00,000 

Personnel Expenses ~0,770,000 

Office Expenses 2.500.000 

Total Expenses ~,270,OOO 



STEPS IN PLANNING 

LE'lEL ~~________ . STEPS 

Technical 

1. Analysis or the eoonomic situation, growth 
trends, develalpment problems (preparation 
or researoh programs). Evaluation of the 
results or former plans. 

2. Proposals for general objectives or develop-

AlIENCIES INVOLVED 

Secretariat for Planning, together with research 
organizational Departmant or Statistics of the 
Ministry or Finance, Department of Economic 
Research of the Central B~ other public, 
private and technioal assistance organizations. 

Technical ment and economic policy, for consideration Secretariat for Planning. 
b,y the Executive Branch. 

-----------------------------------------------------------------------
PolitioM 

.3. Review or the Analysis of the economic 
situation and the proposals for general 
objectives. 
Formulation of general directives with 
respect to development objectives. 

T hn · al 4. Formulation of general goals and sector 
ec ~c objectives. 

50 Discussion of sector objectives and 
Teohnical formulation of sector goals. 

Technical 
6. Formulation of sector projects and 

programs. Evaluation of anticipated 
results. 

Council for Economic Coordination. 

Executive Branch. 

Secretariat for Planning. 

Economic and Social Committee 

Ministries, autonomous entities, financial 
institutions, state enterprises, insofar as 
possible private initiative; with the 
collaboration of the Secretariat for Planning 

~ 

~ 
. I 



LEVEL 

Technical 

Technical 

STE1'~L_._ .. _ _ __ ._. ______ . ..AGENCIES . ..INVOllTED. 

7. Discussion of sector projects and programs Economic and Social Committee. 
and economic polia,r measures. 

8. Grouping and coordination of sector 
programs. Adaptation to general and 
sector goals. Estimate of resources: 
human, financial, foreign exchange, 
etc. 
Allocation of resources. 
Formulation of economic polia,r measures. 

Evaluation of anticipated results. 
Preparation of a general plan. 

9. Examination and discussion of the general 

Secretariat for planning, with the cooperation 
of: Ministries, Autonomous Entities, Financial 
Institutions, State Enterprises, Private 
Initiative. 

Technical plan as a whole, sector programs and Economic and Social Committee 
economic policy measures. 

Technical 

Politieal 

10. Presentation of the general plan as a 
whole, sector programs and economic 
policy measures to the Council for 
Economic Coordination. 

11. Review of the general plan, the sector 
programs, ami economic policy measures, 
considering the economic situatiod, 
development problams, and the anticipated 
results of the plan. 

Decision. 

Secretariat for Planning. 

Council for Economic Coordination. 

Executive Branch. 

I:: w 
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