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INTRODUCTION

A study conducted in 2016 reports that 3,354 people die each year in Paraguay as a result
of smoking. 19% of deaths are from ischemic heart disease, 15% from stroke. 77% of deaths
from chronic obstructive pulmonary disease and 83% from lung cancer are attributable to
smoking'

Although Paraguay ratified the WHO Framework Convention on Tobacco Control in 2006,
we still face many challenges implementing the treaty. For example, despite the executive's
efforts to achieve a small increase in the tobacco tax in recent years, the tax burden on the
tobacco industry remains the lowest in the region.

Although steps were taken towards the formalization of the economy and the prevention
of money laundering, these have been determined by internal struggles in the government
party, personal and sectarian interests. Tabacalera del Este SA (Tabesa) continues to be the
largest tobacco company in the country, and its overproduction is linked to illicit cigarette
trafficking abroad. Tabesa, owned by the Cartes group, leads the Paraguayan cigarette
market followed by Tabacalera Hernandarias.
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However, the approval of the protocol for the illicit trade in tobacco products is the apex
of an unprecedented advancement in Paraguay. In addition, progress has been made in
relation to the labeling law, with the recent signing of a protocol for plain packing by the
health minister.

On the other hand, the law on smoke-free public places, although it is incipient, began to
generate support on part of public opinion in favor of protecting public spaces from tobacco
smoke and vapers.

Despite the positive development, there still remain challenges from the tobacco industry
as reflected in the close ties between the industry and some government departments.

The challenge will be to create mechanisms to enforce these laws, in an unfavorable
context, taking into account the results of the last general elections, in which the sector of



the Colorado party linked to former president Horacio Cartes, has its own majority in
parliament.

This is Paraguay’s second report on Tobacco Industry Interference Index and Paraguay has
scored 66 points, which is only slightly improved compared to 69 points in 2021.

This report is based on a questionnaire developed by the Southeast Asia Tobacco Control
Alliance. There are 20 questions based on the Article 5.3 guidelines. Information used in
this report is obtained from the public domain only. A scoring system is applied to make
the assessment. The score ranges from 0 - 5, where 5 indicates highest level of industry
interference, and | is low or no interference. Hence the lower the score, the better for
the country. The O score indicates absence of evidence or not applicable. The report
includes information on incidents from April 2021 to March 2023, but also includes earlier
incidents that are still relevant.



SUMMARY FINDINGS

I  INDUSTRY PARTICIPATION IN POLICY DEVELOPMENT

Compared to the 2021 tobacco industry interference rate, despite the
parliamentary majority in favor of pro-industry policies, this period saw a reduction
in industry interference in public policy development. In this framework, the
promulgation of the protocol for the elimination of the illicit trade of tobacco
products, can be considered an iconic victory to achieve traceability, which seeks to
combat cigarette smuggling.

2 INDUSTRY CSR ACTIVITIES

Despite the intense activity of the industry in propaganda terms (especially in a line
of defense of jobs and contribution to the treasury) it did not achieve the levels of
interference verified in previous years. This, if we take into account the data
extracted post-pandemic, in which a series of open interactions between the
industry and the State were verified, in the modalities of assistance, agreements and
donations.

3 BENEFITS TO THE INDUSTRY

The most important evidence of the benefits of the tobacco industry in Paraguay
,continues to be the fact that it is the country with the lowest tax burden in the
region. Current taxes only cover about 20% of the expenses it generates in terms of
public health.

4 UNNECESSARY INTERACTION

Corruption rates among government officials is growing. There is compelling
evidence of bribery or political campaign financing in exchange for policies favorable
to the tobacco industry. This has recently compromised the integrity of the
institutions, to the point of weakening confidence in the country's democratic
system.

5 TRANSPARENCY

The transparency of the government has been harmed by a hard struggle within the
government party, which has made a dent in the institutionality, since there is
evidence of a defense of sectarian interests, despite the fact that the executive has
ruled in favor of minimizing the undue influence of the tobacco industry in the
development of policies that may affect public health.

6 CONFLICT OF INTEREST

Despite the executive's efforts to reduce conflicts of interest between the
government and the industry (which is evidenced in measures such as the increase
by decree of the tobacco tax), the parliamentary force of the ruling party linked to



the current president-elect of the government party, Horacio Cartes, directly
influences decisions favorable to the tobacco industry.

7 PREVENTIVE MEASURES

According to the 2021| tobacco industry interference index, there are important
advances at the legal level. However, there are no mechanisms capable of making
these reforms effective to comply with current laws. The prevention of measures to
avoid the interaction of the industry with the State is a pending matter, since there
are no internal mechanisms that provide for this situation, which allows all kinds of
irregularities.

RECOMMENDATIONS

RECOMMENDATION |

Implement policies that prohibit interaction between public officials and the tobacco
industry. This may include restrictions on the acceptance of gifts, financing or any
other form of industry influence.

RECOMMENDATION 2

Generate mechanisms that make possible to avoid the participation of the tobacco
industry or its representatives in the formulation of public policies related to
tobacco, in accordance with article 5.3 of the Framework Agreement for Tobacco
Control.

RECOMMENDATION 3

Carry out educational and awareness campaigns from the Ministry of Education, on
the health risks associated with the consumption of tobacco and nicotine devices, in
order to counteract the influence of the industry and empower society to make
informed decisions.

RECOMMENDATION 4

Strengthen collaboration with other countries and international organizations, to
share best practices and experiences in combating tobacco industry interference.
Coordination at the global level can strengthen individual efforts and build a
common front against industry influence.

RECOMMENDATION 5

Support strong anti-tobacco policies from civil society, health organizations, local
communities and consumer advocacy groups, as it is a fact that the greater the
public support for these policies, the less influence tobacco industry have.






PARAGUAY
Tobacco Industry Interference Index 2023
Results and Findings

INDICATOR I: Level of Industry Participation in Policy-Developmen

1. The government' accepts, supports or endorses any offer for
assistance by or in collaboration with the tobacco industry or any
entity or person working to further its interests. in setting or |
implementing public health policies in relation to tobacco control
(Rec 3.4)

No evidence of interaction was found in the public domain to illustrate interaction between
government officials and the tobacco industry that they accepted or endorsed assistance from the
industry to implement public health policy. However we note that the parliamentary majority has
a pro-tobacco industry stance.

2. The government accepts, supports or endorses policies or
legislation drafted by or in collaboration with the tobacco industry. 4
(Rec 3.4)

The Chamber of Deputies proposed a project that sought to adapt control mechanisms to all
areas of the national economy, in order to prevent money laundering from illegal activities, in
addition to extending the control of the Secretariat for the Prevention of Money Laundering o
Goods (SEPRELAD), to tobacco companies. However, a sector linked to the movement led by
former President Horacio Cartes eliminated the article that urged to report directly to the
Seprelad on the activity of tobacco distributors. The law was approved with this modification
introduced by the sector.v Vi vii viii ix x xi xii xiii xiv xv xvi xvii




DIPUTADOS QUE CAMBIARON LA LEY DE
CONTROL A TABACALERAS Y CLUBES

ANR - Honor Colorado ANR - Fuerza Republicana

1. Basilio Ninez

2. Derlis Maidana

3. Edwin Reimer

4, Esteban Samaniego
5. Hernan David Rivas
6. Cristina Villalba

7. Pastor Soria

8. Rubén Balbuena

9. Walter Harms

10. Blanca Vargas

11. Fernando Ortellado
12, Juan C. Galaverna
13. Nazario Rojas

14, Pedro Alliana

15. Rocio Abed

16. Avelino Davalos
17. Del Pilar Medina
18, Erico Galeano

19. Guadalupe Aveiro
20. Justo Zacarias
21. Marlene Ocampos
22. Miguel del Puerto
23. Néstor Ferrer

24, Raul Latorre

25. Roque Sarubbi
26. Ulises Quintana

1. Luis Urbieta

2. Carmen Giménez
3. Juan Acosta

4. Miguel Cuevas

5. Roberto Gonzalez
6. Angel Paniagua
7. Colym Soroka

8. Edgar Espinola

9. Tomas Rivas

10. Hugo |barra

4. Marcelo Salinas

1. Andrés Rojas Feris

6. Carlos Noguera
2. Enrigue Mineur 7. I::dgar Ortiz

3. Hugo Capurro

5. Maria de las Nieves Lopez

Fuente: Camara de Diputados.

ULTIMAHORA

3. The government allows/invites the tobacco industry to sit in
government interagency/ multi-sectoral committee/ advisory group 5
body that sets public health policy. (Rec 4.8) 1 Never 5 Yes

The Constitutional Affairs and Budget Committee of the lower house summoned José Ortiz,
manager of TABESA, in order to participate together with other companies in a meeting in which
the bill that sought to raise the tax on this sector was discussed. The increase in the tax is mainly
linked to the improvement of the impact indexes that cigarette consumption represents on the
health of the population.xvii xix

4. The government nominates or allows representatives from the
tobacco industry (including State-owned) in the delegation to the I
COP or other subsidiary bodies or accepts their sponsorship for




delegates. (i.e. COP 4 & 5, INB 4 5, WG)** (Rec 4.9 & 8.3)
For non-COP year, follow the previous score of COP year.

No representative of the tobacco industry was accredited to join the delegation to the COP
meetings.

INDICATOR 2: Industry CSR activities

5. A. Government agencies or their officials endorse, support, form
partnerships with or participates in activities of the tobacco industry
described as socially responsible. For example, environmental
programs. (Rec 6.2)

B. The government (its agencies and officials) receives CSR 4
contributions® (monetary or otherwise, including CSR
contributions) from the tobacco industry or those working to further
its interests during the pandemic. (Rec 6.4)

NOTE: exclude enforcement activities as this is covered in another
guestion

On September 27, 2022, Tabacalera del Este SA (TABESA) donated 72 hospital beds to the
Hernandarias District Hospital, with the presence of the director of the Tenth Health Region
representing the Ministry of Public Health.xxii xiv The governor of Alto Parana thanked the Health
Minister who made the arrangements so that the beds can be received.x

INDICATOR 3: Benefits to the Tobacco Industry

6. The government accommodates requests from the tobacco industry
for a longer time frame for implementation or postponement of
tobacco control law. (e.g. 180 days is common for PHW, Tax
increase can be implemented within 1 month) (Rec 7.1)

Although there is no legal framework that directly benefit the industry, politically, Paraguay’s role
in facilitating illicit trade in tobacco in Latin America is well documented*i and the need for the
country to ratify the Protocol is established. According to the chairman of the Committee on
Industry, Commerce and Tourism of the Upper House, the "Protocol for the Elimination of




the lllicit Tobacco Trade" was approved after years of delays and obstacles by sectors related to
the industry. The abandonment of the plenary to leave the treatment without a quorum and the
systematic attempts to modify the international agreement, were some of the maneuvers that can
be pointed out in this regard.»cii xxvii xxix xxx

7. The government gives privileges, incentives, tax exemptions or
benefits to the tobacco industry (Rec 7.3)

If the tax burden that falls on the industry is taken into account and we compare it with the
region, the tax privileges of the industry are evident, despite minimal increases applied in 2021
and 2022. The current rate was established by Law No. 6380 / MODERNIZATION AND
SIMPLIFICATION OF THE NATIONAL TAX SYSTEM, in response to the rejection of a law that
proposed taxing tobacco from 30% to 40%.

The law establishes a minimum rate of 18% and a maximum of 24%, and the amount may be
established by decree. However even with this increase, the amount established by law has not
been reached.»xxi xxxii xxxiii xxxiv

International travelers can bring duty-free into Paraguay 400 cigarettes or 50 cigars or 500
grams of tobacco.

INDICATOR 4: Forms of Unnecessary Interaction

8. Top level government officials (such as President/ Prime Minister or
Minister*) meet with/ foster relations with the tobacco companies
such as attending social functions and other events sponsored or 0
organized by the tobacco companies or those furthering its
interests. (Rec 2.1)

No evidence of interaction to foster relations with the tobacco companies was found in the
public domain.

9. The government accepts assistance/ offers of assistance from the
tobacco industry on enforcement such as conducting raids on 3
tobacco smuggling or enforcing smoke free policies or no sales to



https://www.bacn.gov.py/leyes-paraguayas/9332/ley-n-6380-de-modernizacion-y-simplificacion-del-sistema-tributario-nacional

minors. (including monetary contribution for these activities) (Rec
4.3)

Paraguay is a part of the Tri-Border Area of Argentina-Brazil-Paraguay study and training
program on illicit trade sponsored by Philip Morris.*" PMI-IMPACT’s 2022 report states
the project conducted by the International Relations Institute of University of Sao Paulo
(IRI-USP) developed a course for police officers from the Brazil-Paraguay-Argentina Tri-
Border and provided training for police officers from these 3 countries.* " Although,
there is evidence of a donation of furniture from Phillip Morris to Paraguay National
Police.

10. The government accepts, supports, endorses, or enters into
partnerships or non-binding agreements with the tobacco industry
or any entity working to further its interests. (Rec 3.1)
NOTE: This must not involve CSR, enforcement activity, or tobacco
control policy development since these are already covered in the
previous guestions.

In April 2021, TABESA and the Ministry of the Environment and Sustainable Development
(MADES), entered into an agreement, by which the tobacco company is recognized and certified
for environmental services within the framework of Law 3001/06 "Assessment and compensation
for environmental services. In it, 7,000 of the 10,000 hectares of land belonging to TABESA are
certified as areas for environmental services.xovii

INDICATOR 5: Transparency
11. The government does not publicly disclose meetings/ interactions

with the tobacco industry in cases where such interactions are 3
strictly necessary for regulation. (Rec 2.2)

There is no procedure to disclose meetings and interactions between the government and the
industry.

12. The government requires rules for the disclosure or registration of
tobacco industry entities, affiliated organizations, and individuals 2
acting on their behalf including lobbyists (Rec 5.3)

There is evidence, through resolutions of the Ministry of Health and Social Security, of
the existence of a registry of Companies that exploit tobacco and derived products. The
resolution 237 establishes the mandatory registration of natural or legal persons engaged in the
manufacture, import and export of tobacco products™®™* However there is no registry of
lobbyist or other representatives of the tobacco industry.

INDICATOR 6: Conflict of Interest

13. The government does not prohibit contributions from the tobacco
industry or any entity working to further its interests to political
parties, candidates, or campaigns or to require full disclosure of
such contributions. (Rec 4.11) 1 Never 5 Yes

Despite the existence of a political financing law, which regulates transfers from different entities
to political parties, congressmen have repeatedly stated and confirmed that they have received, in
particular, money transfers from the country's main tobacco shareholder, Horacio Cartes, in
support of their candidacies. i xli




14. Retired senior government officials form part of the tobacco
industry (former Prime Minister, Minister, Attorney General) (Rec 5
4.4)

The majority shareholder of Tabacalera del Este S.A. (TABESA), Horacio Cartes, held the position
of President of the Republic of Paraguay in the period 2013-2018. As a former President, he is still
influential and has the ability to have an impact on policy development.xi

15. Current government officials and relatives hold positions in the
tobacco business including consultancy positions. (Rec 4.5, 4.8, 4
4.10)

Erico Galeano, current representative in the Chamber of Deputies, is a shareholder of a firm
dedicated to the tobacco industry. It is currently being investigated for alleged illegal acts related
to international money laundering~iv.

INDICATOR 7: Preventive Measures

16. The government has put in place a procedure for disclosing the
records of the interaction (such as agenda, attendees, minutes and
outcome) with the tobacco industry and its representatives. (Rec
5.1)

There is currently no such procedure.

17. The government has formulated, adopted or implemented a code of
conduct for public officials, prescribing the standards with which
they should comply in their dealings with the tobacco industry. (Rec 4
4.2);

1 for whole of government code; 2 fort Yes but partial if only MOH

In 2020, the government in their report to the COP reported that they are developing a code of
conduct It is currently unknown that there is any code of ethics for interaction with the tobacco
industry and there is no further information on the status of this code.xv

18. The government requires the tobacco industry to periodically submit
information on tobacco production, manufacture, market share,
marketing expenditures, revenues and any other activity, including
lobbying, philanthropy, political contributions and all other activities. (5.2)

The government requires partial information from the tobacco industry on production but there
is no requirement for the industry to submit information on marketing expenditures, revenues
and other activity, such as lobbying, philanthropy and political contributions.

Since 2022, the Protocol to Eliminate lllicit Trade in Tobacco Products (production, shipment,
receipt, possession, distribution, sale or purchase of tobacco products) law aims to eliminate all
forms of illicit trade, through of a set of measures to be taken by countries acting in cooperation
with each other.xvi xlvii xlviii




Article 5.3 Guidelines. (Rec 1.1, 1.2)

19. The government has a program / system/ plan to consistently**
raise awareness within its departments on policies relating to FCTC

approval of the lllicit Tobacco Trade Control Protocol.!

The government does not have a program, system or implementation plan that regulates the
interaction of rulers with agents of the tobacco industry. Attached is the document drawn up by
the Pneumology Society of Paraguay, advocating for the cessation of the industry's meddling
within the national parliament. The exchanges took place in the context of the debate for the

20. The government has put in place a policy to disallow the
acceptance of all forms of contributions/ gifts from the tobacco
industry (monetary or otherwise) including offers of assistance,
policy drafts, or study visit invitations given or offered to the
government, its agencies, officials and their relatives. (3.4)

There is no evidence of its existence

TOTAL

| 70

ANNEX A: SOURCES OF INFORMATION

TOBACCO INDUSTRY ACTIVITY

LOCAL TOBACCO COMPANIES
Top 5 Tobacco Market Share

Source

Companies/distributors and Brands
TABACALERA DEL ESTE | Kentucky, https://www.tabesa.com.py/
S.A. (TABESA) Palermo, San
Marino
Palermo S.A Palermo https://www.palermo.com.py/
Tabacalera Hernandarias Fox, Euro, | http://www.th.com.py/es/productos.h
Eco, Bill tml
Distribuidora Gloria Marlboro, https://www.distrigloria.com.py/
Philip Morris,
Chesterfield



https://www.tabesa.com.py/
https://www.palermo.com.py/
http://www.th.com.py/es/productos.html
http://www.th.com.py/es/productos.html
https://www.distrigloria.com.py/

TOBACCO INDUSTRY FRONT GROUPS
Top 5 Tobacco

Type (Front Group/

Industry. Affiliate/ Individual)

Representative
José Ortiz Individual
Unidén Industrial del | Affiliate https://www.uip.org.py
Paraguay
El Repasador Front Group

NEWS SOURCES

Type
Top 5 Newspaper/Dailies  (Print/Online
)

La Nacion Print-online https://www.lanacion.com.py
Ultima Hora Print-online https://www.ultimahora.com
Abc color Print-online https://abc.com.py
Hoy Online https://www.hoy.com.py
El independiente Online https://independiente.com.py



https://www.uip.org.py/
https://www.lanacion.com.py/
https://www.ultimahora.com/
https://abc.com.py/
https://www.hoy.com.py/
https://independiente.com.py/
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