Mid term Review of the implementation of the Vienna
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Belgrano Cargo Railway and Bolivia’s Eastern Rail Network, with the aim of reducing the distance and
travel time of Bolivian cargo to maritime transshipment ports.

In light of the current and projected expansion in the demand for air travel in years to come, the
strengthening of air transport has also been a focus of efforts in both countries. Necessary investments
are being identified and earmarked to the construction of new airports and the expansion or
enhancement of existing structures
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Under Priority 4: Regional Integration and Cooperation, progress has been achieved on dimensions such
as trade, investment and labor regulations in spite of






Goal 14. Conserve and sustainably use the oceans, seas and marine resources for sustainable development.

Goal 15. Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage forests, combat
desertification, and halt and reverse land degradation and halt biodiversity loss.

Goal 16. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels.

Goal 17. Strengthen the means of implementation and revitalize the global partnership for sustainable development.

All of the goals contained in the 2030 Agenda are relevant to landlocked developing countries, yet it is



b. To reduce trade transaction costs and transport costs and improve international trade services
through simplification


https://observatorioplanificacion.cepal.org/en



http://vpc.planificacion.gob.bo/uploads/recursos/AGENDA_PATRIOTICA2025_QUIEN_HACE_QUE.pdf
http://vpc.planificacion.gob.bo/pdes/




Transport Agreement. The technical inspections of vehicles and the issuance of driver’s licenses fall under
the responsibility of the Traffic Operation Unit.

The planning of air transport infrastructure and air traffic control fall under the responsibility of the
Administration of Airports and Air Navigation Auxiliary Services (AASANA), a decentralized public
institution under MOPSV which is responsible for the administration of the majority of the country’s
airports, to the exception of the international airports located in the cities of Cochabamba, Santa Cruz and
La Paz, which are managed by the company Servicio de Aeropuertos Bolivianos SA (SABSA) Nacionalizada.


https://www.hidrocarburos.gob.bo/index.php/transparencia/plan-estrat%C3%A9gico-institucional.html
https://www.oopp.gob.bo/uploads/PEI_2016_-_2020_-_mopsv.pdf

The MOPSV Institutional Strategic Plan 2016-2020 sets out the goal of building 4,806 km of roads by 2020
with the following list of priorities:
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f Construct, expand, and equip 12 national and tourist


https://sustainabledevelopment.un.org/content/documents/19877IVN_ODS_PY_2018_book_Final.pdf
http://www.stp.gov.py/pnd/wp-content/uploads/2014/12/pnd2030.pdf

monitor international commitments made within the framework of the SDGs. The correlation between
the SDGs and the NDP is partly a result of having been conceptualized and drafted during the same period.

“Paraguay 2030” sets forward three strategic axes: 1) Poverty reduction and social development, 2)
Inclusive economic development, and 3) Paraguay’s integration in the world. It also includes four cross-
cutting themes: 1) Equal opportunity, 2) Efficient and transparent public management, 3) Territorial
planning and development, and 4) Environmental sustainability. The intersection between the three
strategic axes and four cross-cutting themes produce a set of 12 objectives, summarized in the table
below.

Cross-cutting themes

Strategic axes Equal opportunity  Efficient and transparent Territorial planning Environmental
public management and development Sustainability

Poverty reduction Equitable social Quality social services Participative local Adequate and

and social development development sustainable habitat

development

Inclusive economic Employment and Competitiveness and Regionalization and Appreciation of

development social security innovation productive environmental

diversification capital



Other plans are intimately linked to the PND 2030, notably the Transport Master
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international trade as it diversifies transport corridors for imports and exports, establishes better access
to ports on the Atlantic and Pacific coasts,
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http://www.fepasa.com.py/legal/Ley_1615_2000.pdf
http://www.fepasa.com.py/legal/decreto_17061.pdf

2. The status of implementation of the Vienna Programme of Action in
Bolivia and Paraguay

This section provides
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a.2 World Customs Organization (WCOQ)

The World Customs Organization (WCO) is an independent intergovernmental body whose mission is to
improve efficiency of customs administrations and has among its strategic objectives the promotion of
international trade facilitation and security, and the simplification and harmonization of customs
procedures to improve economic competitiveness.

Bolivia and Paraguay both participate in the WCQO’s Customs Cooperation Council which cooperates with
the WTO in several spheres, such as the Information Technology Agreement (ITA), customs valuation,
rules of origin, trade facilitation, and access to markets.

The Customs Cooperation Council is a forum to discuss ways to streamline customs procedures between
landlocked and transit countries in order to reduce the disadvantages and costs landlocked countries bear
as a result of not having sea ports.

With the support of the WCO, the Authorised Economic Operator (AEO) programme has also been
launched. The AEO implements new customs process approaches that facilitate international trade and
ensure the security of the international trade logistics chain.

b) Regional agreements
b.1 Latin American Integration Association (ALADI)

The 1980 Treaty of Montevideo (TM80) signed on August 12, 1980, is the legal and regulatory framework
of ALADI. Bolivia and Paraguay are original members of ALADI and signatories to TM80. Countries with
the lowest relative economic development in the region (Bolivia, Ecuador, and Paraguay) enjoy
preferential measures aimed at facilitating their integration, and offsetting some of the disadvantages
that Bolivia and Paraguay specifically face as a result of their landlockedness. These preferential measures
include special cooperation programs (business roundtables, pre-investment, financing, and technological
support) and lists of products that are exempt of customs tariffs and trade restrictions, among others.

A broad range of topics are covered by the regional agreement and partial scope agreements signed under
the framework of ALADI. They include such matters as: tariff reduction and trade promotion; economic
complementarity; agricultural trade; financial, tax, and customs cooperation; environmental
preservation; health, scientific and technological cooperation; tourism promotion; and technical
standards, among others.

To support trade facilitation, ALADI seeks to identify cutoms procedures that can be simplified and
harmonized, in accordance with the World Trade Organization (WTO) Bali Agreement on Trade
Facilitation, instruments of the World Customs Organization (WCO) and other relevant bodies. As for
transport, the Agreement on International Road Transport (ATIT) was signed within the framework of the
Montevideo Treaty. It serves as the legal framework that regulates the provision of road and rail transport
services (passenger and cargo) throughout ALADI’s seven member countries (Argentina, Bolivia, Brazil,
Chile, Paraguay, Peru and Uruguay).

13



b.2 MERCOSUR

MERCOSUR is a regional integration process initially established by Argentina, Brazil, Paraguay and
Uruguay. Venezuelal® and Bolivia are currently in the process of joining MERCOSUR,! and Chile, Colombia,
Ecuador, Guyana, Peru and Surinam are associated States.

MERCOSUR’s main objectives is to create a common space that promotes trade and investment
opportunities to foster the competitive integration of national economies into the international market.
To this end, MERCOSUR has signed commercial, political, and cooperation agreements with nations and
organizations that span across five continents. The four founding members of MERCOSUR have
manifested their will to subscribe to the WTO Trade Facilitation Agreement (TFA) that came into force on
February 22, 2017.

Like other MERCOSUR member countries, Paraguay subscribes to ATIT and applies its regulations. As a full
member of the Andean Community of Nations (CAN), Bolivia, fully implements Decision 399 on the
international transport of goods, Decision 617 regarding customs transit with other Andean Community
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f Information Exchange. On the basis of decision CMC 1/97, the Mercosur Customs Cooperation
Agreement came into effect. Subsequently, information exchange through an online system was
contemplated, and by means of decision CMC 26/06 gave rise to the Information Exchange of
Customs Records (INDIRA) system which enables real time access to a database that helps
effectively analyze risk while improving controls along the international logistics chain.

f  The “Plan of Action — Mutual Recognition of Authorized Economic Operator of the State Parties
of MERCOSUR Draft Agreement” is a trade facilitation measure with the potential of having
significant impact. Paraguay and Bolivia have already established Authorized Economic Operator
systems within their respective domestic customs administration, and agreements with
neighboring countries are in the process of being signed.

b.3 The Andean Community of Nations (CAN)

CAN is a regional integration body composed of various entities and institutions that conform the Andean
Integration System. By integrating the Andean region, it aims to achieve integrated, balanced and
autonomous development, with the view of further integrating the South American and Latin American
regions. Member countries include Colombia, Ecuador, Peru and Bolivia, and associated countries include
Argentina, Brazil, Paraguay, Uruguay and Chile, with Spain joining as an Observer.

Within CAN, the World Trade Organization’s Trade Facilitation Agreement (TFA) is used as the frame of
reference for trade facilitation matters. Its provisions aim to streamline the movement, release, and
clearance of goods, including goods in transit. They aim to ensure effective cooperation among customs
administrations and other customs authorities that work on trade facilitation issues and customs
procedure compliance, further addressing matters of technical assistance and capacity building in these
realms.

Relevant topics falling under the scope of CAN customs regulation include the following:

f Community Customs Transit: Solidifies the free circulation of goods between member countries,
enabling their transport from origin to destination without compulsory transshipments and
unnecessary shipments at the border, ports or airports. Unified documentation, information
exchange systems, and supplemental controls are used to achieve this.

Community customs transit are regulated by Decision 617 and modified by Decisions 636 and 787. The
framework enables merchandise to travel between member countries by crossing one or more borders
under the same operation, and further lifts applicable taxes.

f  Harmonization of Customs Procedures: Common rules help simplify and optimize business
transactions, which is why the establishment of provisions for uniform customs procedures
contribute to fostering international trade.

To this end, the Single Customs Document (DUA) was adopted following Decision 670 and its revisions.
The aim of DUA is to harmonize customs procedures, unify the declaration of goods at customs,
standardize data required to conduct trade operations, and streamline the data required from foreign
trade operators throughout member countries.
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CAN has adopted a series of community rules to facilitate and liberalize transport services under their
various modalities. International road transport is regulated by Decision 398 (passengers) and 399 (cargo),
both of which aim to ensure service efficiency, specify contract conditions and outline the responsibility
of carriers and users. The International Transport of Goods by Road (TIMC) is an effective instrument to
consolidate the subregional economic area. It is also a valuable integration tool that supports commercial
exchanges, competitive expansion of the productive base, and the dynamization of foreign trade.

CAN and ALADI intend to further simplify procedures and stimulate land transport in South America, which
is why they are conducting comparative analyses of current international regulations applicable to the
sector. Alternatives that are currently under consideration include the signature of a regional standard,
the harmonization of rules, and the reciprocal recognition and adherenceof all CAN and ALADI countries
to the Agreement on International road Transport (ATIT).

b.4 The River Transport Agreement for the Paraguay-Parand Waterway (PPW)
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National custom offices are autonomous entities in charge of overseeing foreign trade, collecting
corresponding customs duties, and facilitating operations. In Bolivia, the agency is called National
Customs, and in Paraguay, the National Customs Directorate. Both countries have district offices within
their territory and at border crossing points where trade takes place.

Bolivian Customs currently use the Automated System for Customs Data (ASYCUDA++, or SIDUNEA++ for
its Spanish acronym), which is also used in several other countries. In recent years, Bolivian Customs have
been developing a new computer program called the Customs Modernization System (SUMA) which is
currently used for exports and is in the process of being adopted for imports, with the full transition
expected to be completed by the end of 2019.

In Paraguay the Fiscal Organization of Customs Levies (SOFIA)
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2.1.2 Progress and achievements in transit and trade facilitation

This section analyzes the efforts and progress made by landlocked developing countries and transit
countries in Latin America with regards to the VPoA objective of reducing transport time and costs in the
export and import process. Progress in this sphere would suggest improvements in areas such as travel
time along corridors, time spent on formalities and border crossings, and intermodal connectivity.

2.1.2.1 Logistics performance and trade facilitation
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Source: LPI 2018, World Bank

The Ease of Doing Business Report provides a complementary picture to the LPIl. The Ease of Doing
Business is measured through a set of 12 indicators, and one of those metrics is Trading Across Borders,
which measures the time and cost of importing or exporting a product. In 2018, Chile is the highest ranked
country in South America, holding the 715 position among 190 economies. Between 2015 and 2018 Bolivia
moved up from the 124" position to the 96 position, thus holding the second position in South America,
and Paraguay moved from the 135" to the 127t position during the same time period.

Table 15 below presents cross-border formalities and red tape for Bolivia and Paraguay, both of which
demonstrate overall improvements in the cost and time to export. As for imports, improvements have
been made in the time to achieve documentary compliance, while times and costs for border compliance
have remained largely unchanged.

The table also compares these figures with the average of Latin American and Caribbean countries, OECD
countries, and best performers in 2018. While Bolivia and Paraguay score better than the average of Latin
American countries for certain categories, in others they fare worse. The results of OECD countries and
best performers also serve as
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Table 5: Trade facilitation indicators

Indicators Bolivia Paraguay
Exports Imports Exports Imports

Distance (kms)! 280 280 370 337
Domestic transport (hours) 6 6 144 6
Cost of domestic transport (USD)?2 750 750 1000 800
Speed of domestic transport (Km/h) 46.7 46.7 2.6 56.2
Cost of domestic transport (USD/km) 2.7 2.7 2.7 24
Customs Tambo Quemado Tambo Quemado Puerto Pilar Ciudad del Este
Indicators Chile Argentina Brazil Uruguay

Exports Imports  Exports  Imports Exports Imports Exports Imports

Distance (kms)
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Paraguay has also experienced marked reductions in the time required for exports to reach ports on the
Atlantic by both inland water transport and road transport.

Paraguay and Bolivia both utilize the PPW and the same transshipment ports, thus persistent challenges
imposed by water flows along the waterway, and the deterioration in loading and unloading services in
transshipment ports affect both countries’ exports uniformly. Reductions in inland water transport logistic
inefficiencies can therefore be associated primarily to changes in the domestic pre-boarding process.
Between 2012 and 2016, the reduction in cost overruns was equivalent to 5.4% of total cost for Bolivia,
and 7% for Paraguay. Private sector investments to improve the loading and unloading process in
company silos and ports have yielded improvements in domestic pre-boarding.

20.9

14.5
11.4

Source: Suérez, D. (2018)
Source: Suarez, D. (2018)

Reductions in road transport logistic inefficiencies have also gained ground in Bolivia and Paraguay with
reductions in cost overruns equivalent to 3.6% in Bolivia, and 19.7% in Paraguay. Much like in inland water
transport, improvements for road transport were also linked to changes in the domestic pre-boarding
process, specifically the loading and unloading process in company silos. Paraguay has also experienced a
reduction in the time to export as a result of the agreement reached between the Customs Agencies of
Paraguay and Brazil to implement overnight customs clearance at the Ciudad del Este — Foz de Iguazl
border crossing.

Bolivia has also made investments to improve the secondary road network. Limitations imposed by
geographically unstable terrain along the Santa Cruz — Cochabamba highway at El Sillar continue
nevertheless to pose problems, particularly during the rainy season when transit can be cut for hours or
days at a time. To achieve a lasting solution to these recurrent problems, construction work began in the
second semester of 2018 and is expected to finish by March 2021.

Results demonstrate that significant progress has been achieved on specific VPoA objectives, notably: (a)
Reduce travel time along corridors, with the aim of allowing transit cargo to move a distance of 300 to
400 kilometres every 24 hours; (b) Significantly reduce the time spent at land borders; (c) Significantly
improve intermodal connectivity, with the aim of ensuring efficient transfers from rail to road and vice
versa and from port to rail and/or road and vice versa.
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Challenges to improve transit and facilitate trade along these export corridors persist in
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Brazil, the port of Buenos Aires and ports located in the area of Rosario — San Lorenzo in Argentina, and
the ports of Nueva Palmira and Montevideo in Uruguay.

The Patriotic Agenda 2025 and PNDS 2016-2020 have assigned public resources to the construction of
transport infrastructure as detailed in Table 8.

Type 2014 2015 2016
usD % of GDP usD % of GDP usD % of GDP
(millons) (millons) (millons)
Air 43.84 0,18 29.73 0.12
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Sillar is marked by geographically unstable terrain that is often impacted by mud and stone landslides and
collapses during the rainy season, generating significant delays or even cutting off roads for several days.
To overcome these problems and provide long term solutions, significant construction work is currently
underway, including the construction of a two-way highway, two tunnels measuring 1,025 meters and
675 meters in length respectively, in addition to 28 bridges and 6km of contention walls. The budget for
this investment is estimated at 426 million dollars and is financed by China’s EXIMBANK and local partners.
The portion of the work carried out by the Chinese enterprise Sinohydro Ltd. was launched in the second
semester of 2018 and is planned to be concluded by March 2021.

Current status, progress and challenges in inland water transport

Bolivia has two major water systems that are leveraged for transportation, the Amazon and the Plata river
basins, in addition to a high-altitude lake shared with the Republic of Peru. In the central and northern
region of the country, inland water transport is carried out on the Amazon river basin, and in the south-
east edge of the country, on the Plata river basin. The Amazon basin holds a longer network of navigable
rivers on Bolivian territory (5,728 km) as compared to the Plata basin (56 km). The rivers of the Bolivian
Amazon, traditionally used to transport Bolivian exports such as rubber and elastic rubber to the Atlantic
Ocean through the Madera river and other tributaries of the Amazon river to Manaus, Brazil, continue to
be a principal means of internal mobility for passengers, freight and the cabotage of merchandise. Despite
its shorter length in Bolivian territory, and due to its integration with the Paraguay-Parana Waterway
(PPW), The Plata basin is the most important inland waterway for the transportation of freight destined
for import and export.

The scale of inland water transport through the PPW has increased in recent years in large part due to the
increase in soybean production in the department of Santa Cruz. The main exports to pass through the
PPW are grains, and cement and iron ore, while the main imports include fuels (gasoline and diesel), iron
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The Andean Network is 2,274 kilometers long and crosses through the departments of La Paz, Oruro,
Potosi, Chuquisaca, and Cochabamba, and connects to the railway networks of neighboring Argentina,
Chile, and Peru. At present, however, only the railway network to Antofagasta, Chile, is operational, and
its use is limited to the transport of mineral freight.

The Eastern Network is 1,424 kilometers long and connects the departments of Chuquisaca, Tarija and
Santa Cruz. This network connects to the railway networks of neighboring Argentina and Brazil through
two border crossings, one in Yacuiba in Argentina, and Puerto Suérez in Brazil. The Eastern network is
responsible for the biggest share of export and import freight and is crucial for the transport of soybean
derivatives and other products that transit through the PPW and makes use of Bolivian ports in the
Tamengo Canal to load and unload goods.

2014 2015 2016 2017
Eastern Network 1,834 1,834 1,834 1,834
Andean Network 1,244 1,244 1,244 1,244
Total 3,078 3,078 3,078 3,078

Source: National Statistics Institute of Bolivia (INE) - Red Ferroviaria Andina S.A. - Red Ferroviaria Oriental S.A.

Currently the construction of the Montero-Bulo segment to facilitate the transportation of urea and
ammonia from their plants in Bulo, Cochabamba, to the local market of Santa Cruz, and the foreign
markets of Brasil and Argentina will grow the length of the Eastern network by 150 kilometers. The
extension of the network is expected to be completed by April, 2019%.

Bolivia, alongside Brazil and Peru, has taken the lead in promoting the Bi-Oceanic Railway Corridor that
would initially connect all three countries, from the port of Santos, Brazil, on the Atlantic coast, through
Bolivia, and to the port of llo, Peru, on the Pacific coast. Paraguay has also joined the project and plans to
build a feeder line connecting Puerto Carmelo Peralta, Paraguay, with Roboré, Bolivia.

The Bi-
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linkage and have estimated the investment to amount to 250 million dollars, no clear progress has been
made towards the execution of this project.

Another constraint for railway transport has been the halt of operation of the C-15 feeder line that
connects Argentina’s Belgrano Freight railway and Bolivia’s Eastern Network. The rehabilitation of the
segment north of the C-15 feeder line is approximately 80 kilometers long and would require the
restoration of seven bridges for a total cost of 60 million dollars, 35 million which would be financed by
FONPLATA, and 25 million by the Argentine Government. The Ministerial Resolution No. 1033/2018 of
November 21, 2018 of the Ministry of Transport of Argentina, however, suspended the International
Public Bidding process to rehabilitate the feeder line'’.

Current status, progress and challenges for air transport

The PNDS 2016-2020 establishes the strategic importance of strengthening air transport to promote the
economic and social development of intermediate cities, and to further massify transport and integrate
remote regions. Since 2014, investments have been focused on the construction, maintenance and
provision of equipment to national and international airports. A total of 245,418 square meters of
platform and 160,201 square meters of buildings have been constructed between 2014 and 2017, as
detailed in the table below:

Description Historical 2014 2015 2016 2017 Total
Endowment (1)

Platform 194,671 142,764 76,694 25,960 0 440,089

Building 37,668 103,136
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http://servicios.infoleg.gob.ar/infolegInternet/anexos/315000-319999/316873/norma.htm

Current status, progress and challenges of pipeline transport

Bolivia is an important producer and exporter of petroleum, natural gas and derivatives. In addition to
covering the needs of its internal market, Bolivia has developed a robust pipeline system (gas pipelines,
oil pipelines, and multi-purpose pipelines) that covers two-thirds of the territory and seven out of the nine
departments. According to Bolivia’s National Hydrocarbon Agency (ANH), the country has 2,605.6
kilometers of oil pipelines, 1,512.1 kilometers of multi-purpose pipelines, and 6,133 kilometers of gas
pipelines of varying dimensions and capacity, as illustrated in Map 2:

Source: National Hydrocarbon Agency of Bolivia (ANH)
Note: The limits and names on this map do not imply official support or acceptance by the United Nations.

Bolivia’s gas pipelines transport contracted volumes of gas to Brasil and Argentina, and also cover local
demand. The pipelines used to transport gas to Brazil are the Rio Grande-Mutun pipeline measuring 557
kilometers, and the San José de Chiquitos-San Matias-Cuiaba pipeline measuring 360 kilometers. The
pipelines used to transport gas to Argentina are the Rio Grande-Yacuiba pipeline measuring 441
kilometers, and the Juana Azurdy Integration pipeline measuring 13 kilometers on Bolivian soil.

Bolivia also exports liquefied petrol gas (LPG) to Peru and Paraguay. These exports are currently being
transported by tanker trucks, yet planning is under way to construct two pipelines, one towards each
country. In the case of Paraguay, the pipeline is projected to transport up to 4 million cubic meters of LPG
per day through the Bolivian and Paraguayan Chaco regions.
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Gas and multi-use pipelines provide important national coverage for the distribution of liquid
hydrocarbons throughout the country, with the exception of the departments of Beni and Pando located
in the north of Bolivia, which is supplied through road and river tankers. In early 2016 the virtual pipeline
system was inaugurated, which includes a liquefied natural gas plant, a fleet of cryogenic cisterns, amobile
regasification plant, and satellite regasification stations to supply areas of the country that conventional
gas pipelines do not reach.

A natural gas purchase agreement was signed between YPFB and Petrobras in 1996 for a 20-year duration,
from 1999 to 2019. This contract initially established the shipment of 16 million cubic meters per day of
natural gas and was expanded following two addendums to reach the maximum contractual sales volume
of 30.08 million cubic meters per day, currently in force.
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2.2.2. Review of transport connectivity in Paraguay

Paraguay has also focused on expanding its transport infrastructure with the objective of strengthening
internal linkages and increasing connectivity with neighboring transit countries and markets overseas.
Paraguay’s principal means of connectivity are road and inland water transport which links the country
with the ports of Paranagud, Brazil, Buenos Aires and Rosario, Argentina, and Nueva Palmira and
Montevideo, Uruguay. The National Development Plan “Paraguay 2030 has set clear priorities to enhance
infrastructure development in all sectors. The country has consequently been making public investments
in transport infrastructure, as detailed in Table 13 below:

34


http://infralatam.info/




4.9t010.8 km /1,000 inhabitants, and paved roads from 0.83 to 0.98 km/ 1,000 inhabitants between 2013
and 2017, as outlined in table 15 below:

Description 2013 2017
Total km road 32,207 75,120
Total km paved road 5,474 6,783
kmz2 territory 406,752 406,752
Total inhabitants 6,559,027 6,953,646
km total/100 km2 7.9 185

km paved/100 km2 1.35 1.67

km total/1,000 inhab 49 10.8

km paved/1,000 inhab 0.83 0.98

Sources: Elaborated by the authors on the basis of data from the MOPC and the Directorate-General of Statistics, Surveys and
Census of Paraguay.

The development of paved roads in recent years has improved connectivity, even if the quality of the road
surface is moderate. Road development is uneven and concentrated in certain parts of the territory where
population density and economic activity require greater coverage and access levels. The road network is
primarily unpaved, and rural feeder roads are generally open paths in the bush that are used to transport
agricultural production from the farming fields to the storage silos. During the rainy season, these roads
become impassable and result in cost increases and delays along the logistics chain.

During the harvest season (March through May), transport moves from the production areas of the east
to the grain ports located on the banks of the Paraguay river in the west, creating significant congestion
along roadways, posing danger to smaller vehicles and passenger vehicles, and further damaging road
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http://www.hidrovia.org/userfiles/acuerdo-de-transporte-fluvial-por-la-hpp.pdf

Two hydroelectric power plants are located on the 850 kilometer stretch of the Parané river in Paraguay:
Yacyreta, located 225 kilometers from the mouth of the Paraguay river and which has a navigation lock,
and Itaipu, located 700 kilometers from the mouth of the Paraguay river. The navigability of the Parana
river is restricted by the reservoir of the Binacional Itaipi dam, which does not have a continuous river
corridor that would enable connectivity between the Tieté basin and the Alto Parana. The navigation lock
at the Binational dam of Yacyreta between Argentina and Paraguay faces the same problem, enabling the
passage only of small containers.

Source: ECLAC and FONPLATA (2018)
Note: The limits and names on this map do not imply official support or acceptance by the United Nations.

Paraguay has 51 privately-owned ports and three state-owned ports (Asuncién, Encarnacion y Pilar).
Paraguay’s major ports are found along the Paraguay river between Concepcion and Villeta, and the
country’s main grain exporting ports are found along the Parana river. Between 2011 and 2018, five new
privately-owned ports have been built?® as a result of the creation of incentives for private investment
established by Law No. 419/1994 of December 8, 199421 which authorizes and establishes the legal
framework for the construction and operation of private ports. A marked rise in the construction of ports
started in 2003 as a result of the rise in grain exports, particularly soybeans. Paraguay’s merchant fleet
has expanded progressively, and in 2018 it possessed 2,294 units equipped for inland water transport, of

20
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http://www.mic.gov.py/mic/site/comercio/dgcs/pdf/ServiciosConstruc_y_Servicios/ley419.pdf

which 171 were tugboats and 2,006 were barges.?? The Paraguayan fleet also meets the regional inland
water transport needs for Bolivian and Brazilian imports and exports.

One of the main problems of inland water transport along the Paraguay and Paran4 relate to its navigation
condition. Overcoming the lack of depth and deficient signalization in areas of the river would enable
transport to occur yearenable
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Description

Table 16: Bolivia and Paraguay: Investment in economic and services infrastructure (2014 — 2016)

2014 2015 2016
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In Bolivia, the main multilateral organizations whose loans make up 66.1% of the country’s external public
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f The (South) Waterfront road. Construction of 7.9km of coastal highway and the construction of
5,000 housing units to relocate families.

Records of private sector initiatives under Law No. 1618/00 “Concessions for Public Works and Services”
include:

f The holistic rehabilitation and operation of the Paraguari — San Salvador and San Salvador — Abai
railway segments; and
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During the same year, President of the Plurinational State of Bolivia, Evo Morales, conducted an official
to visit to China where he discussed the possibility of improving infrastructure linkages and market access
with his counterpart, President of the People’s Republic of China, Xi Jinping, through the construction of
a bi-oceanic railway corridor that crosses the South American continent and connects the Atlantic and
Pacific coasts. With the idea of providing an alternative to current maritime shipping routes through the
Panama Canal and around Cape Horn, such a corridor has the potential to improve connectivity for the
economies of Bolivia, Paraguay, as well as inland neighboring territory, with global trade networks by
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Paraguay, Peru and Uruguay, along with railway and consulting firms, and the COSIPLAN-IIRSA Technical
Coordination Committee gathered to discuss railway connectivity projects of which the Bi-Oceanic railway
corridor remains one of the most prominent, particularly as a tool to engage and unleash the economic
potential of landlocked developing countries and inland regions at the heart of South America which are
currently prolific agricultural territory.3! While the railway is not stipulated to pass through Paraguay,
discussions of integrating the country through a railway branch from Puerto Carmelo Peralta (Paraguay)
to Roboré (Bolivia) is under study, thus making Paraguay’s import and export sectors potential
beneficiaries of the bi-oceanic railway. In addition, Paraguay aims to benefit from its participation in a
complementary corridor, the Bi-Oceanic Roadway connecting the Atlantic and Pacific coasts through
Brazil, Paraguay, Argentina, and Chile to markets beyond.

Infrastructure investment through the BRI and Chinese FDI holds great potential for Bolivia and Paraguay’s
economies to continue expanding their global trade presence and intensify trade with China. According
to World Bank figures, in 2017 China was Paraguay’s top import partner, with Paraguay importing US$
3.671 billion worth of Chinese goods, or an import partner share of 30.92%. The same year, Paraguayan
exports to China amounted to US$27.6 million, a fivefold increase from the year 2000, representing an
export partner share of 0.32%. 32 In 2017, Bolivia’s top import partner was also China with US$ 2.027
billion worth of goods being imported annually, representing 21.79% of Bolivian import shares. The same
year, Bolivia’s total exports to China represented US$ 401.39 million, more than a 72 time increase from
the year 2000, representing an export partner share of 5.11%. 3 Beyond the opportunities of increasing
its presence in the Chinese market, the railway corridor has the potential of further opening up the Pacific
and intensifying trade with Asia-Pacific in general. Over the years countries between the two regions have
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are generally characterized by a high concentration of commodities.3® Bolivia and Paraguay both fit this
description. According to the Massachusetts Institute of Technology’s Observatory of Economic
Complexity, in 2017 Bolivia’s top exports were Petroleum Gas (US$2.59B), Zinc Ore (US$1.34B), Gold
($US1.04B), P
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I  Profiling: At this stage, background information is studied in order to assess the suitability and
technical and economic feasibility of implementing the project idea.

I Pre-Execution: This stage includes projects in the following phases: (i) Pre-feasibility: In this phase,
the alternatives regarded as the most convenient at the profiling stage are thoroughly examined.
This analysis includes, among other elements, the factors that impact on the feasibility and on the
investment return of such alternatives. (ii) Feasibility: The feasibility study must involve a detailed
and accurate analysis of the alternative that was deemed feasible in the previous phase. This
phase also includes the examination of all the aspects related to the physical works, the
investment spending program, and project start-up and development. (iii) Investment: This phase
includes two aspects: i) Financing, which involves all the actions, formalities and other activities
aimed at securing the funds necessary to finance the investment; and ii) Engineering study,
consisting of a series of detailed studies for the construction, erection and commissioning of the
works.

f  Execution: It refers to the set of activities required for the physical construction of the project,
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Table 18: Degree of progress in project execution
(millions of dollars)

Description  Bolivia Paraguay Total

2012 2017 2012 2017 2012 2017
Total 7,392 19,612 11,858 18,380 19,250 37,992
Portfolio

Completed 13 342 1,308 1,997 1,321 2,339

Execution 2,218 4,112 1,467 2,360 3,685
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Given the magnitude and complexity of the complementary work required to advance viable projects in
the world’s poorest countries, the IADB recommends additional support and investments be made in the
areas of research, capacity building and grants. Government counterparts further need support to
structure financial transactions, negotiate contracts, communicate with stakeholders, extend markets and
enact legal and regulatory reforms, among others*°.

2.3 Priority 2b: Infrastructure development and maintenance: Energy and information and
communications technology

This section analyzes progress made in the fields of energy, and information and communications
technologies (ICT) in Bolivia and Paraguay since the implementation of the VPoA. These areas are essential
to ensuring efficiency in transport and transit systems and spurring economic and social structural
transformation. To delve deeper in the matter, data from the Latin American Energy Organization
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2.3.2 Information and Communication Technology (ICT) in Bolivia and Paraguay

To measure progress in the development and implementation of an effective broadband and ICT policy,
data published in the annual “Measuring the Information Society Report” produced by the United Nations
International Telecommunications Union (ITU) along with studies published by ECLAC’s Observatory for
the Information Society in Latin America and the Caribbean (OSILAC) and the Regional Broadband
Observatory (ORBA), were analyzed.

The 2017 ITU report highlights important gains in connectivity and utilization of ICTs throughout the past
decade. The availability of communications, most notably mobile phones and more recently broadband,
has expanded both the access and use of internet services. While progress has been achieved overall, a
digital gap among regions and between different countries persists.

ITU has developed an ICT Development Index (IDI)*°, that compares the evolution of ICTs across countries
and over time. In 2017, leading positions were held by Iceland, the Republic of Korea and Switzerland. In
the Americas the leading positions were held by the United States and Canada, and in South America, the
leading positions were held by Uruguay, Argentina, and Chile, with Bolivia and Paraguay occupying low
ranks. Despite investment in technologies such as fiber optic, the expansion of broadband, internet use
and smart communication equipment has been insufficient to maintain or increase their position in the
IDI ranking.

2013 2015 2016 2017
Bolivia
Regional ranking 25 26 27 26
World ranking 107 107 115 112
IDI Score 3,78 4,08 3,84 4,31
Paraguay
Regional ranking 26 27 26 27
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users per 100 people, Bolivia reaches a rate of 3.4 and Paraguay 4.1. Between 2013 and 2017, Bolivia more
than doubled its number of subscribers and expanded the length of its fiber optic network from 3,500 km
and three international linkages in 2013, to 18,000 km and nine international linkages by 2017.

Given limited fixed broadband services, mobile broadband services have experienced a sharp rise in
subscribership reaching 55 subscribers per 100 people in Bolivia, and 46.5 subscribers per 100 people in
Paraguay in 2017. While these figures a
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Source: Elaborated by the authors on the basis of data from Source: Elaborated by the authors on the basis of data from

https.// At.int/en/ITU-D/ https://www.itu.int/en/ITU-D/
Statistics/Pages/stat/default.aspx - Accessed on: 15/02/19 Statistics/Pages/stat/default.aspx - Accessed on: 15/02/19

In recent years, the governments of Bolivia and Paraguay have implemented a number of ICT-related
policies on matters that include: digital signatures, broadband planning, free software development,
digital terrestrial television, and electronic government. With rates of penetration on the rise and with
continued public and private efforts to reduce service price, increase adoption rates, and continuously
expand relevant infrastructure, Bolivia and Paraguay show great promise in their ability to leverage the
potential of ICTs for development.

According to Rojas, E. and Poveda, L. (2018) internet access continued to expand in Latin America and the
Caribbean, yet despite these advances, issues (ft)10(wal0 g(7a5reTIET22-36((ft)L0ETO(0)-5(n)3(tin(tinec )-ti5(n)3(tJETQC
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In terms of infrastructure, countries have agreed to promote public policies to develop broadband
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Increasing the involvement of the region’s businesses and consumers in crossborder e-commerce,
requires a four-pronged approach. First, the region must boost the regional digital market. To do so,
necessary legal and technical conditions to facilitate the electronic exchange of trade-related information,
the interoperability of digital regulations between countries, and the generation of greater confidence
among consumers by improving cybersecurity and consumer protection must be achieved. Second, the
digitization and simplification of trade finances must be encouraged, including the support for alternative
financial providers. Third, customs and postal services must be modernized to meet the demands of new
and expanding crossborder e-commerce. And fourth, the costs of crossborder financial transactions and
payments must be reduced so that they become affordable.

According to Patifio J. and Rojas E. (2018) who reference private consulting firm estimates, the market for
retail e-commerce has the potential to experience substantial growth in Latin America in the years to
come given the massive potential of the market; retail e-commerce currently makes up approximately 3%
of retail sales in the region, as compared to North America, and Asia and the Pacific where retail e-
commerce represents approximately 8% and 12% of retail sales respectively. The proposal to move
towards a digital economy regional block could help reduce barriers that hinder the exchange of online
goods and services, thereby increasing quality and reducing costs.

To monitor the implementation of trade facilitation measures at the global level, and identify best
practices and outstanding needs for training, technical, and financial assistance, the five Regional
Commissions of the United Nations periodically carry out a study on Digital and Sustainable Trade
Facilitation (previously called the Global Survey on Trade Facilitation and the Implementation of Paperless
Trade). The analysis, which is carried out through a survey, examines nine main categories: General Trade
Facilitation Measures, Paperless Trade Facilitation, Cross-Border Paperless Trade, Cooperation among
Border Agencies, Transit Facilitation, Trade Facilitation and SMEs, Agricultural Trade Facilitation, Trade
Facilitation and Women, and E-Commerce Facilitation. The 2015 and 2017 surveys have been completed
and published, and the 2019 survey is currently in proces
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and surpassed the average of 21 participating countries, which stood at 69%. In 2015, Bolivia’s level of
implementation of these measures was low, at 25%.

S7






Source: Elaborated by the authors on the basis of data from the National Statistics Institute of Bolivia (INE)

Capital goods form the backbone of Bolivia's primary imports, which have largely maintained the same
structure between 2011 and 2014. Imported capital goods are mostly to meet the needs of industry,
transport, and to a lesser degree machinery and equipment for agriculture. Imported intermediate inputs
are also destined for industry, fuels, construction and agriculture.

Source: Elaborated by the authors on the basis of data from the National Statistics Institute of Bolivia (INE)

59



2.4.1.3 Destination of exports

MERCOSUR is the main market for Bolivian exports, holding on average a 34% share over the past three
years, 95% of which correspond to natural gas exports to the Brazilian and Argentinian markets. This
share, however, has been diminishing in recent years as other economic areas, such as Asia, have been
gaining ground. With South Korea and Japan as main trading partners, Asia has held on average 25.3% of
export shares in the past three years, concentrated primarily in mineral products. Andean Community
countries represent on average 11.5% of Bolivian exports, mainly agro-industrial products, while North
America and the European Union represent on average 11% of Bolivian exports, mainly of mineral
products, chestnuts, and new and emerging goods such as quinoa and chia, among others.

Source: Elaborated by the authors on the basis of data from the National Statistics Institute of Bolivia (INE)

2.4.1.4 Modes of transport and corridors
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20% of total export volumes respectively. Air transport comes in last position, transporting only 1% of
total export volumes, mostly of gold and silver ingots, flowers and craft goods.
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Figure 18: Bolivia: Imports by transport method (percentage of tons)

Source: Elaborated by the authors on the basis of data from the National Statistics Institute of Bolivia (INE)
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2.4.2 International trade of Paraguay

2.4.2.1 Scope of international trade

International trade is also an important feature of Paraguay’s economy. Between 2011 and 2018,
international trade stood on average at 52% of GDP, with exports representing 23% of GDP and imports
29% of GDP. During this period, Paraguay had a negative trade balance of 2,279 million US dollars,
amounting to 6.2% of GDP. The trade imbalance is partly a product of the substantial volume of re-
exportation carried out by Paraguay with its neighboring countries.

Table 25: Paraguay, International Trade Indicators (2014-2018)
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Figure 19: Paraguay: Primary Exports (percentage of FOB value)

Source: Elaborated by the authors on the basis of data from the Central Bank of Paraguay

The composition
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2.4.2.3 Destination of exports

MERCOSUR is the primary destination for Paraguayan exports. An increase in the export share to
MERCOSUR countries occurred in 2014, and by 2018 this share represented 59% of total exports, which
consist primarily in electric power, and soybeans and their derivatives. It is important to highlight that
approximately 60% of soybean exports to MERCOSUR countries are considered goods in transit,
transferred to grain barges and destined for re-export to the European Union (EU). Exports to Asia consist
mostly in bovine meat and soybean grains, while exports to the EU consist in soybeans and their
derivatives, bovine fats and leather.

Source: Elaborated by the authors on the basis of data from the Central Bank of Paraguay

2.4.2.4 Modes of transport and corridors

Inland water transport is the main mode of transport used for exports (73%), followed by road (27%) and
a small proportion by air. A total of 51 private river ports and three state ports (Asuncion, Encarnacion,
and Pilar) form the backbone of inland water transport, a mode of transport which has undergone
expansion in recent years with the completion of f