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Table 1 2020

Population, million 7.1

GDP, current US$ billion 33.8

GDP per capita, current US$ 4739.2

International poverty rate ($1.9)
a 0.9

Lower middle-income poverty rate ($3.2)
a 4.5

Upper middle-income poverty rate ($5.5)
a 1 5.4

Gini index
a 45.7

School enro llment, primary (% gross)
b 1 04.4

Life expectancy at birth, years
b 74.1

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Paraguay’s response to the global COVID-
19 pandemic and recession was grounded 
in a solid macroeconomic policy frame-
work based on fiscal rules, inflation target-
ing, and a flexible exchange rate regime. 
Its track record of prudent macroeconom-
ic policy over the last decade enabled high 
economic growth, low public and external 
debt, and low and predictable inflation. 
Meanwhile, the poverty rate (less than 
US$5.5 per day) dropped by more than a 
half to 15.4 percent between 2003 and 
2019. Likewise, the income of the bottom 
40 percent grew at an annualized rate of 
3.6 percent in the 2003-2019 period. The 
Gini coefficient fell by almost 5 percentage 
points to 45.3 since 2010.  
While Paraguay's policy framework and 
initial crisis response measures effectively 
absorbed part of the COVID-19 shock, 
resulting in one of the lowest estimated 
2020 GDP declines in the region, rising 
infections in early 2021, coupled with de-
lays with vaccination, have led to social 
discontent and political protests. The eco-
nomic downturn in 2020 was driven by 
the decline in external, cross-border trade 
and domestic demand, especially in ser-
vices, because of social distancing 
measures. Paraguay instituted stringent 
quarantine measures to contain the spread 
of COVID early on, while the health sys-
tem was still reeling from a severe dengue 
outbreak. The emergency package, which 

increased the fiscal deficit to its highest 
level in decades, softened the impact. 
However, the shock is expected to have 
reversed in 2020 the trend of substantial 
poverty reduction and improving shared 
prosperity since 2013. Moreover, the polit-
ical crisis of March 2021 underscores the 
importance of addressing popular de-
mands for better services and greater ac-
countability of public institutions. 
 
 

Recent developments 
 
After the pandemic-induced dive in 
2020Q2, the economy started to rebound 
in 2020H2 averaging for an estimated 
GDP decline of only 1.1 percent for the 
entire 2020, the lowest in Latin America. 
Well-enforced policies on social distancing 
at the beginning of the pandemic initially 
slowed its spread. As a result, GDP con-
tracted by 6.5 percent y-o-y in 2020Q2. 
The negative economic impact moderated 
after the relaxation of some restrictions. 
Commodities price increases, including of 
soy, helped minimize the economic de-
cline and cushioned the drop in rural 
household incomes. In 2020Q3, GDP de-
clined by 1.2 percent y-o-y, and the high-
frequency data indicate an even smaller 
decline in 2020Q4. The labor market was 
hit hard, partially cushioned by transfers 
Nangareko (cash transfer for food), 
Pytyvo (for informal workers), and formal 
sector support. In 2020Q4, unemployment 
grew 1.5 p.p. to 7.2 percent y-o-y with the 
highest increase for women (2.3 percent) 
and urban areas (2.5 percent). Meanwhile, 

PARAGUAY 

Overall, Paraguay is withstanding the 

economic shock from the COVID-19 

and global recession relatively well, and 

the country is estimated to have had the 

lowest economic decline in the region in 

2020. However, urban poverty has in-

creased over the pandemic period, and 

the increasing infections and delayed 

vaccination in early 2021 pose challeng-

es not only for the health sector re-

sponse, but also for social cohesion and 

the trajectory of economic recovery. 

FIGURE 1  Paraguay / Real GDP growth in 2020, selected 

Latin American and Caribbean countries  

FIGURE 2  Paraguay / Actual and projected poverty rates 

and real private consumption per capita 

Sources: National authorities and World Bank Macroeconomics, Trade &      
Investment Global Practice. 

Sources: World Bank. Notes: see Table 2. 

Poverty rate (%) Real private consumption per capita (LCU constant)

0

5000000

10000000

15000000

20000000

25000000

0

10

20

30

40

50

2004 2011 2018

International poverty rate Lower middle-income pov. rate
Upper middle-income pov. rate Real priv. cons. pc

-20

-18

-16

-14

-12

-10

-8

-6

-4

-2

0

P
R

Y

G
TM

B
R

A

C
R

I

U
R

Y

C
H

L

D
O

M

C
O

L

EC
U

B
O

L

M
EX

SLV

H
N

D

A
R

G

P
ER

P
A

N

Percent, y/y



133 MPO Apr 21 

in rural areas unemployment rate de-
creased by 0.4 percent. 
After reaching its lowest point of 0.5 per-
cent y-o-y in June 2020, the CPI picked up 
to 2.5 percent y-o-y by February 2021, 
back to the BCP's target range (4 +/- 2 per-
cent) with limited impact on households. 
The BCP has maintained its accommoda-
tive policy stance, keeping the policy in-
terest rate at a record low of 0.75 percent 
after the cumulative 325 bps during 
March-June 2020.  
While the original 2020 budget foresaw an 
annual deficit of 1.5 percent GDP, its final 
result is estimated at 6.2 percent GDP in 
2020. Tax revenue was down 3.8 percent y-
o-y, while current expenditure increased 
15.6 percent y-o-y. Spending on social ben-
efits was up 59 percent y-o-y mainly due to 
new social assistance programs. Public 
capital expenditure increased to 3.6 per-
cent GDP. By end-2020, public debt in-
creased to an estimated 34.2 percent GDP. 
 
 

Outlook 
 
Growth is expected to return to an aver-
age of 3.7 percent over the period 2021-
2023, bringing poverty reduction back to 

its pre-pandemic trend as the global econ-
omy recovers. In 2021, the recovery is ex-
pected to be gradual, with GDP growth 
projected at 3.5 percent, due to continuing 
social distancing and cross-border trade 
restrictions to contain the contagion, the 
withdrawal of temporary (2020) fiscal 
stimulus programs, and a decline in agri-
cultural production after the record har-
vest of the previous season. Meanwhile, 
terms of trade gains from high food prices 
in international markets are likely to sup-
port the economy and support household 
incomes in rural areas. Likewise, the de-
clining trend in poverty incidence is ex-
pected to slowly reassume in 2021, reach-
ing 15.7 percent and 15.1 percent by 2022 
(US$ 5.5 poverty line), pushed mainly by 
the recovery of labor incomes in urban 
areas. However, policies to equalize labor 
markets will need to be strengthened giv-
en the expansion of gender gaps during 
the pandemic. The expected continuation 
of coherent macroeconomic policies is also 
critical for this outlook. Although public 
debt increased during 2020, the authorities 
remain committed to fiscal prudence and 
plan to anchor this commitment in the 
amended FRL. Inflation is projected to 
return to the mid-point of the target range 
(4 percent) by early 2022. 

Short-term risks to growth relate to pace 
of vaccines' availability and the global 
rebound. Paraguay is vulnerable to a 
sharper domestic economic slowdown 
resulting from an increase in contagion 
rates, extended protests and political up-
heaval, weaknesses and capacity con-
straints of the health sector, delayed vac-
cination, and a longer-than-expected 
spread of the pandemic. This would ex-
tend and deepen the domestic demand 
shock due to prolonged social distancing, 
more pronounced uncertainty, and in-
creased fiscal tensions. Similarly,  inability 
to respond to growing demands from 
society for better public services and more 
inclusive and accountable institutions is 
also an important risk that could slow 
Paraguay's economic growth.  

TABLE 2  Paraguay / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 3.2 -0.4 -1.1 3.5 4.0 3.8

Private Consumption 4.4 1.8 -3.5 4.3 4.3 4.1

Government Consumption 3.0 4.7 4.2 1.8 0.4 1.4

Gross Fixed Capital Investment 6.9 -6.1 -3.7 1.7 5.4 4.9

Exports, Goods and Services -0.4 -3.4 -7.8 4.1 4.2 4.1

Imports, Goods and Services 8.3 -2.0 -9.8 3.7 4.0 4.0

Real GDP growth, at constant factor prices 3.2 -0.2 -1.0 3.5 4.0 3.8

Agriculture 4.3 -3.1 8.2 -0.4 3.6 3.6

Industry 1.1 -3.0 3.1 4.2 3.9 3.9

Services 4.5 2.5 -5.9 4.0 4.1 3.7

Inflation (Consumer Price Index) 4.0 2.8 2.5 3.2 4.0 4.0

Current Account Balance (% of GDP) -0.2 -0.6 0.3 1.1 1.0 0.8

Net Foreign Direct Investment (% of GDP) 1.1 1.4 1.1 1.3 1.3 1.3

Fiscal Balance (% of GDP) -1.3 -2.8 -6.2 -4.0 -2.6 -2.1

Debt (% of GDP) 21.4 24.5 34.2 35.7 35.5 33.8

Primary Balance (% of GDP) -0.2 -1.8 -5.0 -2.5 -1.2 -0.8

International poverty rate ($1.9 in 2011 PPP)a,b 1.3 0.9 1.4 1.3 1.2 1.2

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 5.4 4.5 5.2 5.0 4.5 4.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 15.6 15.4 16.5 15.7 15.1 14.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on SEDLAC harmonization, using 2019-EPH.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using neutral distribution (2019)  with pass-through = 0.7  based on private consumption per capita in constant LCU. 


