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Introduction 
 

Paraguay is currently experiencing great and sustained economic growth (including 14.2% GDP 
growth for 2013, 4,0% for 2016 and is expected to grow 4.2% for 2017) and the macroeconomic 
and market conditions are optimal for investment. The excellent regulation of the financial sector 
in the country has created the conditions for extended credit, resulting in heavy commercial, real 
estate and industrial investment, in addition to the traditional strength in agribusiness (Paraguay 
is one of the largest commodities (meat, soy, etc.) exporters in the world) and hydroelectric power 
(Paraguay is the largest exporter of hydroelectric power in the world). Furthemore, Paraguay´s 
private sector efforts to engage in commercial partnerships with foreign investors, have produced 
important developments of the inland waterway transport system as well as in port infraestuctures. 

 
Please find below representative information of the Paraguayan economy and its business friendly 
environment: 

 

 Since 1943, Paraguay has had the same currency (Guaraní) 
 

 Paraguay has never been in default nor registered hyperinflation 
 

 The country is characterized by a free market economy 
 

 There are no capital control and no currency exchange restrictions 
 

 Lowest tax pressure in the region (flat 10% corporate income tax) 



       

 

 

A. Vibrant economic growth 
 

1. The foreign investor in Paraguay 
 

In light of the sustained growth the Paraguayan economy has experienced in the past years, there 
is an increased trend for foreign investors to participate in key sectors of the economy, namely the 
financial, real estate, infrastructure and agricultural sectors. The Paraguayan economy has 
undergone significant changes in recent years; given it is the country with the highest percentage 
of growth in the area and third on the global scale for 2010, with an annual GDP growth rate of 
14.2% for 2013 alone, a growth of 4,0% in 2016 and the GDP is expected to grow 4.2% for 2017. 
Moreover, macroeconomic data indicates that the inflation rate for 2016 was 3.9% and an 
estimated rate of 4,5% for 2017. In this regard, the Central Bank of Paraguay has demonstrated its 
commitment and success in containing and stabilizing inflation. 

 

2. Investment climate 
 

As stated previously, there has been a healthy participation of foreign investors in the local economy 
recently. The Paraguayan government has committed to an integral investment program over the 
next years enacting the PPP law and modifying other regulations related to Public Works. These 
funds are destined to financing the privatization of airports, toll roads, trains, riverways, etc. and 
therefore present an excellent opportunity for investment. 

 
In addition, Paraguay is a country with ideal natural conditions having one of the largest water 
reserves of the region, the Acuífero Guaraní. It has also two important hydro-electric dams, Itaipú 
and Yacyreta, as well as the Central Acaray which enables a competitive and low cost for electricity 
service. The youngest population in America can be found in Paraguay, where 73,7% of the 
population is younger than 34 years old, offering a young and trainable laborforce in the region. 

 

3. Pillars of our economic growth 
 

a. Excellent bank and financial system 
 

All financial and banking institutions operating in the country are subject to strict regulatory 
oversight by the Central Bank of Paraguay (BCP). As of the date hereof, there are currently 16 banks 
and 10 financial institutions authorized to operate in Paraguay. Among the main banking institutions 
we can mention Citibank, BBVA and Banco Itaú (majority foreign shareholders) and Banco Regional 
and Banco Continental (majority national shareholders). The majority of the local transactions have 
clearly demonstrated the public´s preference for deposits in Guaraníes (local currency), as opposed 
to American Dollars (foreign currency). Said deposits are primarily demand deposits and, in second 
place, term deposits. 



       

 

 

b. Sophisticated private sector 
 

Paraguay´s economy is supported by a well-developed private sector, in part responsible for the 
overwhelming economic growth of recent years. The country´s active private sector has, denoting a 
trend, developed commercial partnerships with foreign investors that have led to the current 
construction of a cement plant and private ports in key areas of the country. 

 

c. Industrialization lead by agribusiness 
 

Agribusiness plays a large role in the Paraguayan economy. Paraguay is the sixth largest producer of 
soybean in the world and the volume of its exports are only behind that of Argentina, U.S. and Brazil. 
Other important agricultural crops produced locally are cotton, sugarcane, tobacco, corn and wheat. 
Paraguay is now progressively advancing in optimizing its production by heavily investing in 
industrialization to give it added value, essentially through logistics, infrastructure (ports, silos, 
roads, etc.) and industrial plants (crushing plants, food processing, shipyards, etc.). Paraguay is also 
the leader in river transport of the Paraguay, Paraná and Río de la Plata rivers. 

 

4. Key investment areas 
 

a. Bank and finance 
 

The financial sector is very sophisticated and  well regulated. Bad loans (NPLs and late loans) are 
minimal. Even though by law, financial institutions have a lending limit per client of 20% of their 
networth, such lending limit can be increased to 30% of the financial entity´s networth,  depending 
on the existence and type of collateral securing the loan,  including: 

 
1. Mortgage collateral that is worth up to 70% of the assessed value. 
2. Collateral securities that are worth up to 50% of the assessed value. 
3. Guarantees and sureties included in the ALADI ´s (Asociación Latinoamericana de Integración) 

Agreement of Reciprocal Payments and Credit.   
4. Warrants issued over different products in accordance to their net asset values. 
5. Stand by letters of credit issued by first line financial entities.  
6. Subsidiary guarantees issued by first line financial entities. 
7. Pledged bank deposits issued in favour of the financial entity awarding the loan. 

 

b. Infrastructure 
 

Due to sustained growth in our economy of the past decade, the government is implementing 
several infrastructure investments (including the concession, through PPP or otherwise, of the 
three main airports). Other investments include the concession for the maintenance and operation 
of the Paraná-Paraguay riverways (the main commercial route for Paraguayan imports and exports) 
and route concessions. Strong infrastructure players can propose to the government and generate 
determined investments recoverable through long term concessions. Areas of interest in this 
respect are railroads, urban transportation systems (electric powered trams and buses) and electric  



       

 

 
transmission lines. 

 

c. Real estate 
 

The economic boom of the past few years has lead to an extraordinary growth in both residential 
and commercial real estate. The three main cities (Asunción, Encarnación and Ciudad del Este) have 
seen great growth in high rises, hotels, supermarkets and shopping centers. 

 

Our firm regularly advises local and foreign construction companies interested in developing 
residential and office buildings throughout the capital city. There are currently over USD 1 billion 
invested in real estate in Asunción alone, including the World Trade Center’s four towers which were 
recently completed in one of the main commercial areas of Asunción. 

 

d. Capital markets 
 

Our Firm has advised in the only three sovereign US Dollar denominated fixed rate  securities issue 
under NY law (Reg S and Rule 144), the first for USD 500,000,000, the second for USD 1,000,000,000 
and the third for USD 280,000,000. Following this trend, our Firm has also acted as legal counsel to 
three companies from the private sector as issuers in Reg. S/144 bond offerings. These bond 
offerings are being seen as a good alternative for financing medium to large local companies and 
affiliates of foreign corporations.  
 
e. National Securities Market. 

 
Paraguay´s securities market has grown over the years and has become an efficient, secure and well 
regulated instrument for local and foreign companies who search for financing. 
 

Securities Market Act N°5.810/17 constitutes the legal framework governing this activity which is in 
force since August of this year. This law regulates the functioning and structure of publicly listed 
corporations and their interaction with the govering authority. The National Securities Commission 
has the authority to authorize and limit the participation of foreign companies, on the basis of 
reciprocity.  

 
Furthermore, said act introducesnew obligations for registered entities, among others, the 
obligation to inform sufficiently,in advance, to the administrative authority of their legal, financial 
and economic situation.  
 
The National Securities Commission is currently drafting a legislation regarding Crowdfunding to 
legalize and regulate this financial activity. 

 

f. Maquila 
 

The maquila business model provides an interesting alternative for manufacturing goods in 
Paraguay. Not only are investors granted significant tax exemptions, but are also provided the 



       

 

opportunity to export to countries within MERCOSUR at a zero-tax rate, as explained below. 
 

g. Livestock 
 

In the last years, Paraguay has grown exponentially its livestock export industry. It had been recently 
ranked eighth by the US Department of Agriculture among the exporting countries of bovine meat. 
Paraguay experienced, since last year and as of today, a 17.45% growth in meat exportation, in 
relation to this period in 2016. Paraguay is planning to successfully reach the opening up of the 
Chinese and US markets. 

 

h. Healthcare 
 

There is great demand for quality healthcare services by a growing middle and upper class. This 
creates an opportunity for healthcare investments, in particular hospitals and other health care 
providers. 

 

B. Investment incentives 
 

1. Investment Act 
 

In 1991, the Investment Act (Law N° 117/91) was passed to not only promote foreign investment in 
Paraguay but also to provide foreign investors with legal certainty, a crucial component to any 
investment. The aforementioned act is meant to promote and guarantee both foreign and  national 
investment for the purpose of fostering the social and economic development of Paraguay. Among 
its various provisions, the Investment Act states the following: 
 

 The foreign investor or company, shall have the same guarantees, rights and obligations as 
any national investor; 

 
 The right of property ownership is guaranteed for all national and foreign investments, 

limited only by the National Constitution and applicable laws; 
 A national policy of free exchange is guaranteed however, all exchange, remittance or 

transfer operations are subject to applicable national tax laws; and 
 A national policy of free trade is guaranteed, including: (i) freedom of production and 

commercialization of goods and services, in general, with the exception of those goods and 
services expressly prohibited by law; and (ii) freedom of importation and exportation of 
goods and services, with the exception of those goods and services expressly prohibited by 
law. 
 

The Investment Act aims to supply all foreign investors with the same rights and obligations as their 
national counterparts, therefore providing a legal foundation for any business operation. 
 
 
 
 



       

 

 
 
2. Paraguay´s Central Bank Organic Law 489/95 

 
Certain aspects which were originally foreseen by Investment Law 117/91, are now more explicitly 
regulated by Central Bank Organic Law 489/95, as detailed below: 

 
¶ Article  47 of said law, guarantees a national policy of free exchange.This said, entities authorized to 

engage in such transactions with third parties are subject to local regulation.  

¶       Obligations agreed upon to be payable in foreign currency shall be recognized as valid and 
enforceable under local law (art  51 Law 489/95). 

 
3. Law N° 60/90 

 

This law grants tax benefits on the investment of national or foreign capital. In order to qualify for 
these benefits, the investor, whether a natural or legal person, with domicile in the country, shall 
make an investment in accordance with the national social and economic policy and complete one 
of the following objectives: 
 

 Increase of the production of goods and services; 
 Permanent creation of job sources; 
 Promote exports and the substitution of imports; 
 Incorporate technology that increases the productive efficiency and enables the 

greater and better use of raw materials, labor and national energy resources; and 
 Investment and reinvestment of earnings on capital. 

 
Once the legal requirements have been met, the beneficiaries of this act may enjoy various tax 
exemptions. For example, if the type of investment qualifies, the beneficiary may be exempt from 
payment of municipal taxes and on remittances and payments abroad for interests on loans from 
foreign lenders as well as on payment of dividends to foreign shareholders during a certain period 
of time. Please note that the applicant is to present an investment project and time-line in order to 
qualify for the aforementioned benefits. Once the request has been granted, the beneficiary may 
enjoy the benefits for a determined period of time, which may be renewed upon request. 

 

4. Law 5.542/15 
 
This law protects the investment of national or foreign capital related to the establishment of 
factories or other productive activities in our country, provided that these establishments employ 
national labor force and contribute to the social and economic development of Paraguay, especially 
through adding value to Paraguayan or imported raw materials.  In order to qualify for benefits 
provided by this law, the national or foreign investor, whether a natural or legal person, shall make 
an investment in accordance with the aforementioned, and complete the following requirements: 
 

 To settle in a low developed area with insufficient work supply but with great work 
demand, to be determined by the National Economical Department; 

 To require and offer a large quantity of labor force and promotes the formation of 



       

 

mid-level job sources; 
 To grant added value to raw materials through industrialization; 
 To prevent severe and irreversible damages to the environment.  

 
 

 
 
Once the legal requirements are met, the Paraguayan Government and the investor would enter 
into an agreement which will be executed through a public deed. This agreement will establish the 
period of time upon which the investor should integrate the total amount of the project. This period 
shall not be more than five years, for investments of USD 5,000,000 or more, and not greater than 
two years for investments lower than USD 5,000,000. The beneficiaries of this act may also enjoy 
various benefits to invested capital such as tax exemptions, and invariability of tax rates on income 
tax for 10 years, among others. Most importantly it exempts the application of additional income 
taxes on profit sharing.   

 

5. Maquila Industry Act 
 

The Maquila Industry Act regulates all maquila related activities in Paraguay. In addition to the 
promotion and regulation of the maquila industry, this act provides significant tax exemptions.  The 
maquila contract and the activities related to its performance are subject to a standard tax rate 
of 1%. In addition, it allows for an exemption on all national and municipal taxes. The process to 
obtain authorization to operate a maquila in Paraguay is described briefly as follows: 
 
i. Registration – The individual or legal entity must register with the Executive Office of the 

National Council of the Maquila Industry for Exportation, or CNIME. 
ii. Presentation of the Maquila Program – The Maquila Program is the document which outlines, 

in detail, the characteristics of the industrial process or services, including a timeline detailing 
imports, production, exportations and any other relevant information. 

iii. Approval issued by the CNIME – The CNIME shall evaluate the request and issue an opinion to 
the Ministries of Industry and Commerce and the Treasury. 

iv. Issuance of the Resolution – Once approval by the CNIME has been obtained, the Ministry of 
the Treasury and of Industry and Commerce jointly issue a resolution approving the maquila 
operation. 

v. Presentation of the Maquila Contract – Once the aforementioned resolution has been issued, 
the maquila company has a period of 120 days to present the Maquila Contract. 

vi. Start of Operations – Having fulfilled all the preceding requirements, the company may initiate 
the maquila operation, subject to supervision by the  CNIME. 

 
An important benefit of producing under the maquila regime is the possibility of exporting 
manufactured goods to other countries within MERCOSUR (Brazil, Argentina, Venezuela and 
Uruguay) at a zero-tax and import duties rate. In order to be eligible for such a benefit, the goods 
manufactured in Paraguay must have a certificate of origin MERCOSUR (certificación de origen). As 
a general rule, the product must have at least 60% of national added value however; the 
percentages may vary for certain products. Said determination or qualification is subject to approval 
by the Department of Foreign Trade of the Ministry of Industry and Commerce. 



       

 

 

C. Relevant business issues 
 

1. Corporate vehicles 
 

Corporation - Sociedad Anónima 
 

When forming a corporation, or Sociedad Anónima (S.A.), shareholders must draft and sign the 
corporate bylaws, executed in the form of a public instrument, before a Notary Public. 
Consequently, the bylaws must be approved by the corporate regulatory authority (Abogacía del 
Tesoro). Once this authorization has been obtained, the bylaws are finally registered at the Registry 
of Legal Persons and Associations and at the Public Registry of Commerce.  
 
 It is important to mention that in October of this year, the Paraguayan Congress sanctioned Law 
5895 that establishes new transparency rules in the government of corporations. Among these 
rules, shareholders  with  bearer share certificates must exchange said shares for nominal shares.  
The main goal of this provision is to identify the final beneficiaries of  corporations, as a means to 
achieve greater transparency in  commercial and financial transactions. In this way, the authorities 
shall have more information regarding the origin of  funds. 

 
There are no minimum capital requirements and no maximum number of shareholders (minimum 
of two) in a corporation. The share capital must be entirely subscribed at the time of incorporation. 

 

The incorporation process takes approximately 45 to 60 days, on average. The administrative and 
legal fees related to the incorporation vary depending on the capital share amount, starting from 
approximately US$300. 

 

The sales of shares are not subject to Value Added Tax. 
 

Limited Liability Company - Sociedad de Responsabilidad Limitada 
 

The incorporation process for a limited liability company, or Sociedad de Responsabilidad Limitada 
(S.R.L.), is the same as described above for a corporation. A limited liability company can be formed 
by two or more partners, but not more than twenty-five. If there are more than five members, 
transfer of quotas to third parties must be approved by partners that represent ¾ of the share 
capital. If there are less than five partners, then the vote must be unanimous. This is information is 
essential in a S.R.L., given that these companies are generally characterized by the personal 
relationships between partners. 

 
As in the corporation, there are no minimum capital requirements for limited liability companies 
however, the share capital must be adequate for the type of business the company will  be engaged 
in. The share capital must be fully subscribed and at least 50% of it must be paid in cash. The rest of 
the share capital may be completed with goods or assets, which must be transferred to the 
company. 

 



       

 

The forming of a limited liability company takes approximately 45 to 60 days, on average. As above, 
the administrative and legal fees vary depending on the share capital, starting from approximately 
US$300. 

 

Branch Office 
 

Foreign companies may establish a local branch in Paraguay. Branch offices are subject to all 
applicable legal provisions such as the publication of the corporate bylaws in a local newspaper and 
registration of said document at the Public Registry of Commerce and the Registry of Legal Entities 
and Associations. The estimated time of establishment and administrative and legal fees are the 
same as above. 

 

In order to establish a branch office, the following legal requirements shall be met: (i) designate a 
representative with domicile in the country, (ii) provide evidence that the parent company has been 
duly incorporated in accordance with the laws of the country of origin, (iii) warrant that the parent 
company has authorized the establishment of a local branch, including the capital and the 
designation of the representatives. All documents obtained in the country of origin require 
certification by a notary public and shall be duly legalized by the Paraguayan consulate in the country 
of origin. 

 

A branch office is required to comply with all applicable tax legislation, subject to control by the 
Treasury Department. Branch offices are subject to income tax, at a rate of 10%, on the profits 
obtained locally, and an additional 5% tax on profits distributed to shareholders. If the profits are 
remitted abroad to foreign shareholders or to the parent company, an additional tax, at a rate of 
15%, is applied. 

 
2. Taxation 

 

In Paraguay, the principal Tax Authority is the Treasury Department (Ministerio de Hacienda). The 
Treasury Department is in charge of controlling and administering the national tax system as well as 
the internal and external national debt. In addition, this Department administers the national wealth 
and supervises the general budget process. Specifically, the basic functions of the Treasury 
Department include, but are not limited to, the following: (i) managing government revenue; (ii) 
collecting taxes, duties and money paid; (iii) enforcing fiscal and finance laws; and (iv) advising on 
trade and fiscal policy. 

 
On a regional scale, Paraguay has one of the lowest tax burdens of any country in Latin America. 
Corporate Income Tax taxes profits obtained from a Paraguayan source through the performance 
of industrial, commercial, and service activities. The rate is set at 10% and is levied on the total 
amount of net profits generated by the company during the course of the fiscal year. The fiscal year 
starts on January 1srt and finalizes on December 31rst. If the company decides to distribute 
dividends to the shareholders, a 5% rate Income Tax would be levied on the total amount of 
dividends that would be distributed, that must be paid by the company to the Tax Authority. 
Moreover, if there are shareholders domiciled abroad, then the company must withhold a 15% rate  
Income Tax from the total amount of dividends remitted to the foreign shareholder or shareholders, 



       

 

that must be paid by the company to the Tax Authority as a withholding agent. Therefore, the total 
tax impact that a foreign shareholder would have to bear, economically, is of 30%.  
 
 
 
Value Added Tax taxes the sale of goods, the rendering of services, and importation transactions, 
performed in the Paraguayan territory. The rate is set at 10% or 5%, depending on the type of 
transaction. For instance, a 10% rate is levied on the total price of services rendered. Value Added 
Tax is paid on a monthly basis to the Tax Authority.  
 
Personal Income Tax taxes profits obtained from a Paraguayan source through the performance of 
activities that generate personal income. The rate is set at 10%, levied on the total amount of net 
profits generated during the fiscal year and is paid on an annual basis to the Tax Authority.  
 
Agricultural Tax taxes profits obtained from a Paraguayan source through the performance of 
agricultural activities. The rate is set at 10%, levied on the total amount of net profits generated 
during the fiscal year and is paid on an annual basis to the Tax Authority as well.    
 

3. Employment 
 

The relationship between employers and dependent workers in Paraguay is governed by the Labor 
Code. This Code exclusively regulates subordinated and remunerated work. The provisions 
established in said code may not be ignored by the parties, any covenant to the contrary shall be 
null and void. 

 

Salaries can be determined freely by the parties, provided that at least minimum wage is paid. 
The parties can convene salaries paid by units of time (hour, day, fortnight or monthly), per unit of 
work, and also by commissions on sales. The minimum wages for workers are determined by the 
Administrative labor Authority. The current minimum monthly wage is Gs. 2,041,123 
(approximately US$ 371). 

 

The Social Security Institute, or Instituto de Previsión Social (IPS), administers the social security 
system. Every worker in Paraguay must be duly registered at IPS, where a monthly percentage of 
their salary must be contributed; 16% by the employer and 9% by the worker. 

 

4. Distributors, representatives and agents 
 

Relationships between foreign companies and Paraguayan representatives, agents, and distributors 
are governed by Law N° 194/93. This Law provides the standards to which indemnification 
calculations must be subject to in the case a contract is canceled, revoked or terminated in any other 
way, without statement of cause. In case there is just cause for termination of the contract, no 
indemnification shall be owed. However, just cause must be proved in court. The criteria to calculate 
the compensation amount is based on: 1) duration of the commercial relationship, and 2) average 
of gross benefits derived from the relationship during the last three years of activity. 
 
 



       

 

 
5. Dispute Resolution 

 
Law 1.879/02 Arbitration and Mediation Act, which is a verbatim adoption of the 1985 UNCITRAL 
Model Law, standardizes domestic and international arbitration proceedings and adopts 
international guidelines for the recognition and enforcement of arbitral awards. Paraguay is as well 
a member state of the Convention on the Recognition and Enforcement of Foreign Arbitral Awards 
and the ICSID Convention. 
 
6. Recognition of choice of law in international contracts 

 
The Paraguayan Congress has recently enacted Law 5,393/15 on choice of law applicable to 
international contracts. This legal instrument adapts The Hague Principles on Choice of Law in 
International Commercial Contracts and recognizes parties’ autonomy to select the substantial law 
applicable to their contractual relations. Paraguay is the first country worldwide implementing these 
Principles into a domestic body of law, which enhances the increasing trend of the legal system 
towards globalization.  

 

D. Public-Private Partnership 
 

Recently, Paraguay has enacted Law N° 5102/13 on “Investment and Promotion in Public 
Infrastructure, Expansion and Improvement of Goods and Services provided by the State” and its 
Regulatory Decree N° 1350/14. By means of these new regulations, the Paraguayan government 
seeks to improve the country’s public infrastructure and services. 

 

According to the Law, the selection of the private participants shall be by public tender procedures 
or other competitive procedures. 

The process leading to the signing of a public-private partnership contract shall be initiated by the 
Contracting Authority itself or it may be originated through private initiative. This private proponent 
is awarded certain rights and preferences in the ensuing public tender. 

 

The bidder awarded with a PPP project must incorporate a local company of which it shall be the 
majority shareholder. 

 

Alternatively, the bidding terms and conditions may also set the obligation to manage all the 
resources involved in the project by means of a trust with all present and future assets and liabilities 
related to the project. 

 

The first PPP project agreement has already been signed and is currently in execution. This PPP 
project is related with the design, financing, construction, maintenance and operation of the 193 
km National Route N° 7 known as “José Gaspar Rodríguez de Francia” which joins the cities of 
Coronel Oviedo and Ciudad del Este and the 132 km National Route N° 2 known as “Mariscal José 
Felix Estigarribia” which joins the capital city with Coronel Oviedo. 
 
 



       

 

 
E. Public Tenders 

 

1. Public Procurement Act 

Besides the PPP projects, foreign investors can participate directly in international bids held in 
Paraguay. Our Public Procurement Act (Law N° 2051/03), governs national (individuals and legal 
entities domiciled in Paraguay) and international public bids (individuals and legal entities domiciled 
outside of Paraguay). According to this Act, international public bids can be undertaken in the 
following cases: 

 If required by an International Treaty to which Paraguay is party; 
 If required by an agreement entered into with a multilateral entity; 
 Whenever a previous market research in charge of the Administrative Authority leads to the 

conclusion that local suppliers or contractors may not supply the required quantity or quality 
of goods and services or if convenient from a cost perspective; 

 When having a national public bid launched there are no bids or neither of them comply with 
the standard terms and conditions required. 

 
2. Sistema Informático de Proveedores del Estado (Register of Providers of Public Services and 

Products) 

In order to participate in future public tenders, companies must register before the National 
Procurement Office, specifically in the “Sistema Informático de Proveedores del Estado” (SIPE), 
created by Decree N°11407/07. 

3. Public Tender with the Option to Finance the Project 

Law N° 5074/13 (recently modified by Law N° 5396/15) and its Regulatory Decree N° 1434/14, offer 
a comprehensive legal framework with enough guarantees and easier execution for undertaking 
public works than the PPP Act. The Law therefore represents an interesting alternative way to 
contract with the Paraguayan State for the development of public works. 

This Law is destined exclusively for bidders who have secured full funding. Accordingly, a list of the 
projects ranging from road construction to railways, airports, bridges and ports which can benefit 
from this scheme is detailed in the Law. It also authorizes the local and foreign persons or legal 
entities, domiciled or represented in the country and State Agencies to engage in a Joint Venture. 

These public works and services may be carried out by companies and/or consortia of national 
and/or foreign companies where Paraguayan participation shall not be less than 25%. 

 
The Paraguayan State assumes the obligation to pay for the contracted public works, once they 
are completed, offering three guarantees: 

 

 Payment for the completed work is guaranteed by the National Treasury; 
 The financing funds have the sovereign guarantee of the Paraguayan State; 
 A case by case approval, with a prior evaluation by the Central Bank of Paraguay, through an  

 
 



       

 

Executive Branch Decree may authorize the use of the credit line given to Paraguay by the ALADI 
Reciprocal Credit and Payment Agreement. The objective of this additional guarantee is to ensure 
fast and secure payment to the contractor. 

F. International relations 
 

1. MERCOSUR 
 

MERCOSUR was founded on March 26th, 1991 by the Treaty of Asunción signed in Asuncion, 
Paraguay. The four countries (Argentina, Brazil, Paraguay and Uruguay) who initially integrated 
MERCOSUR share a community of values that find expression in their democratic and pluralistic 
societies, the defense of fundamental freedoms and human rights, the protection of the 
environment and the commitment to the consolidation of legal security, always aiming for economic 
development and social equity. As a member of MERCOSUR, Paraguay is eligible for trade benefits 
and exemptions of customs duties within the free trade zone. 

 

2. Investment protection (MIGA) 
 

Paraguay is also a member country of the Multilateral Investment Guarantee Agency (MIGA). As 
part of the World Bank Group, MIGA guarantees any investments made by investors from member 
countries into a developing member country, such as Paraguay. 

 

3. Generalized Scheme of Preferences (GSP) 
 

Paraguay is part of the GSP+ beneficiary countries of the European Union, offering our country 
additional trade incentives on exports to the EU. 


