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INTRODUCTION

1. The present report reviews the proceedings of the Trade Committee at its
second session,l/ held at Panama City (Panama) from 11 to 19 May 1959, The
first session met at Santiage (Chile) from 19 to.29 November 1956, As
detailed accounts of the Committeets activities bstween these two sessions
appear in other documents issued by the Commission,g/ only the discussions
held and the resolvtions adopted at Panama City are included in the present
report, In Part I, an outline ef the organization of the Committee's work
and cof the items on its agenda is followed by a full account of the
discussior of these topics. Fart II contains the resclutions adopted.
Lastly, the annexes comprise the list of representatives, the inaugural
addresses and certain statements made in the course of the Committee!ls

proceedings in connexion with the adoption of specific resoluticns,

l/ The Trade Committee was established by resolutien 101(VI) of the
Commissicn (adopted at Bogotd on 15 September 1955) for the
purpose of intensifying inter-Latin American trade, without
prejudice to the expansion of trade with other regions, but with
due regard to the fundamental necessity of increasing over-all
worid trade, To that end, the Committee was requested to
prepare specific proposals, consistent with the contractual
commnitments of Governments and taking into consideration the
conditions prevailing in individual countries or areas,

2/ See especially Annual report to the Fconomic and Social Council,
covering the period 8 April 1958 to 23 May 1959 inclusive
(E/3246 and E/CN.12/530),Part I, paragraphs 6-19.

/Part I
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Part I

SECOND SLSSION OF THE TRADE COMMITTEE
A, MEMBERSHIP, ATTENDANCE AND ORGANIZATION OF WORK

l. Opening and closing meetings

2« At the opening meeting, held at Panama City (Panama) in the conference
hall of the Palacic Justo Arosema, on 11 May 1959, and address was Gelivered
by Mr, Alberto A. Boyd, Minister of Agriculture, Trade and Industry, whe
welconed the delegations, He mentioned, in particular, the fact that

the session was beginning at a time when there was a manifest fendency

to envisage the close links between sconomi.c dévglopment and inter-latin
American relations from the regional standpoint (see annex IT),

3« Mr, Philippe de Seynes; Under-Secretary for Economic and Social Affairs
of the United Nations, stated in his address that the Commissicn, in
censidering the common merket, was beginning to confront the fundamental
problems of regional co-operatien - those relating to systematic action
directed towards integration (see again annex II).

4s  Mr, Arnaldo Temfs Musich, head of the delegatien of Argentina,

spoke on behalf of the delegations present,

5« The closing meeting took place on 19 May 1959,

24 Membership and attendance

6. The meeting was attended by representatives of the following States
members of the Commission: Argentina, Bolivié, Brazil, Chile, Colcmbia,
Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, France,
Guatemaia, Honduras, Mexico, Netherlands, Nicaragua, Panama, Paraguay,
Peru, United Kingdom of Great Britain and Northern Ireland, United States
of America, Ufuguay‘and Venezuela (see annex I), -

Te In accordance with paragraph 6 of the Commissionts terms of reference,
the following States Members of the United Nations but not members of the
Commission sent representatives to attend the second session of the Trade
Committee in a consultative capacity: Belgium, Canada, Czechoslovakia,
Hungary, Italy, Japan, Poland, Spain, Union of Soviet Socialist Rrepublics

/and United
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and United Arab Republic, Under the terms of resoluticn 617 (XXI) of the
Economic and Social Council, the Federal Republic of Germany sent an cbserver
(see again annex I),

8, The Credentials Committee, in accordance with rule 14 of the Commission's
rules of procedure, reported at the meeting held on 18 May 1959 that the
credentials of the delegatiens to the second session of the Trade Comnaittee,

as presented to the Executive Secretary, had been examined and found t.o be

in erder,

3e QOrganization of the work

(2) Election of officers

9. At the meeting held on 11 May 1959, the following cfficers were elected:

Chairman: Jos€ Garrido Torres
(Brazil)

First Vice~Chairman: Juan Parde Heeren
(Peru)

Second Vice-Chairman: Pedro Chamorro
(Paraguay)

Rapperteur: Germénico Salgado

(Beuador)

(b) Secretariat

10, The secretariat of the Committee was composed of the following members:
Philippe de Seynes Under-Secretary for Economic and Social Affairs

Ral Prebisch Executive Secretary, Econcmic Commissien fer
Latin America

Louis N, Swenson Deputy Director, Econcmic Commission for
Latin America

Wladyslaw R, Malinowski Director, Regional Commissicns Secticn
Department of Economic and Social Affairs

Alfonso Santa Cruz Secretary of the Commission
Cristébal Lara Beautell Director, Mexico Office

Esteban Ivovich Director, Trade Policy Divisiecn, Economic Commission
for Latin America, Secretary of the Committee

Technical advisers:

Nune F, de Figueiredo
Alberto Sold

Alejandrc Power
/B+ AGENDA
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B,  AGENDA

11, At the meeting held on 11 May 1959, the Committee adopted the

following agenda:

1. Opening addresses

2 Blection e¢f officers

3. Adoption of the agenda

L. Common market

(a) Bases for the establishment of the common market

(b) Study of its possible structure

(1)
(i1)

(1i1)

(iv)
(v)

(vi)

Objectives

Juridical form

Programme for the first stage

Customs and liberalization régime

Juridical form

Classification of products

Most~favoured-nation treatment

Régime for relatively less developed countries
Specific complementarity and specialization agreements
Size of the market and initial groupings

Treaties on trade or econocmic matters not covered by
the Agreement

Committee

(c) Basic principles for the cperation of a common market

/Documents:
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Documents:

e

The Latin American common market and the multilateral payments system

(Part One: Repert by the secretariat; Part Iwos reports of the first

and second sessions of the Working Croup on the Latin American Regional
Market) (E/CN.12/C.1/9).

Consultations on trade poliicy., Note by the secretariat (E/CN.12/C.1/11).

Censultations on trade policy. II, Meetings held at Santiago, Cnvle
(April 1959), with a Nnte by the Secretariat (E/CN.12/C.1/11/4.,

Gensulb=tions on trade policy, III, Meetings held at Caracas,
Venezuela (May 1959, with a Note by the Secretariat (E/CN.12/C, l/ll/Add 2).

Government policies affecting forelgnApLJvaue investment in a ILatin
fmerican regicnal mivlket (£/CN.12/C.1,'12).

‘nfluence of the ccrion markst on Latin american s conomic development
(BN 12/C.1/13).

"oe railway relling stock industry in latin aAmerica, Note by the
Executive Secretary (&/CN.12/508).

riscal, trade policy and methodoleogical guestions bearing on the
establichment of the Cent:al American common market (E/CN.12/497).

Latin American transport oroblems, Possible studies bearing on the
common rarket (£/CN.12/C.1/14).

Payments

Establishment eof a system for the multilateral compensaticn of bilateral
balances, as a first step toward the multilateralism of payment inherent
in the common market.

Document 51

Renurt of the second session of the Central Banks Yorklnp Groupe
Note by the Secretariat (£/CN.12/C.1/10).

/C. ACCOUNT OF
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C. ACCOUNT OF PAROCEEDINGS

l. General statements

12, In his statement the Executive Secretary said that the move to set up
the common market responded to the needs of the economy of Latin America at
its present stage of development and stressed thuat it was importent, as
regarus the future work dealing with the bases of the market, for the
States members of the Committee te give the secretariat the necessary
general instructions, (The full text of the statement is given in annex
I1.)

13+ The representative ~f Cuha said that his Gevernment favoured the
establishment of the Latin American common market and was prepared to co-
operate actively for its success, Certain peculiarities in the structure
of the Cuban economy - high costs of production, a traditional free-trade
system, the use »f customs duties as the cnly means of protection, the
export of agricultural produce and the early stages of industrial
development - might have their efféct on Cvbatls accession, He expressed
initerest in the problems comnected with trade in agricultural commedities
within the cemmon market and in theose bearing'on the cc—ordination and
specialization of agricultural production and on protection and differential
treatment to grarantee industrial development, He mentioned other matters
connected witn the common market that -were of concern t¢ his Covernment

and which arose from its participation n the General Agreement en Tariffs
and Trade (GATT), from its trade with foreign markets which must be
increased and frem the multilzteral principle te which it desired to see
full effect given in trade within the area and with the rest of the world,
14, The representative of Chile stated that his Government agreed with the
bases and principles for the establishment of the Latin American market
prepared by the Working Group on the Latin American Regional Market at

its session in Mexicn, That did not mean, however, that it was not prepared
to consider any other proposals which might bring the same objective within
the reach of the Latin American countries more quickly or efficiently,

15, The representative of Ecuador stated that his country supperted the
estabiishment of the common market because it had a small internal market.

/Referring to
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Referring to the recommendations of the Working Group, he said that the
system of averages - a formula which might prove profitable ~ should be
studied with care, The special system for the relatively less developed
countries was of particular interest to Ecuador as in the absence c¢f such

a system countries might continue to be nothing more than purveyors of raw
materials, At the same time it would be as well to study the possibility
of prolenging the first stage provided for in the Working Group'!s recommenda-—
tions, The greater epportunities to which the common market would give
rise would help to discourage the tendency te economic autarky with its
negative consequences, In another connexion, Ecuador would be interested
in the exchange of technical information and the investment of foreign
capital, plans which would als:z profit from the establishment e¢f the commen
market, '

16, The United States representative drew attention to what was, in his

view, the unsatisfactory nature of the scheme prepared by the Working Group,
The creation of an undetermined level of preference withcut a concrete
undertaking to proceed with the formatien of the free-trade area was likely
to produce a high degree of uncertainty. Lven if preferential treatment
was inherent in any common market, such treatment could net by itself
ensure the establishment of a free-trade area or of a custems union and
might even create new obstacles, That facter might hinder recognition
of the preferential area by third parties, He also pcinted out that rules
for the average level of tariff reductions were liable “o have a limiting
effect on competitien,
17. A payments unien as a pessible factor of the cemmen market did net
seem desirable to him, A high proportion of Latin American trade was with
the outside world and there was no reasen to expect any change in that
situatien, Balance-of-payments difficulties were chiefly associated with
trade with countries outside Latin America. In additien, the operatien
of the payments union might involve the application of exchange controls
which would be a step backwards for the countries whese currency was at
present convertible,
18, Lastly, after expressing concern regarding the complex system of
classificatien of countries and products laid down in the draft prepared
/by the
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by the Working Group, he said that the greatest possible simplicity would
be best suited to the operation of the market,

19, The representative of Mexico described the scheme prepared by the
Working Group as a formula that was prudent, ingenious and practical and
at the same time comprehensive anc flexible, The Mexicen Governmeny was
prepared to accept any responsibilities which might devolve on it uader
the conmon market agreement, He was therefore in favour of appréving the
scheme with eny advisable amendments and also believed that the secretariat
should prepare, in collaboration with the Governments concerned, the initial
draft agreement for the common market so that it could be given imunediate
effeet, = Although he was in favour of peariicipation by all countriss frem
the cutset, he was prepared to join with those which wished to go ahead
immediately_while always leaving the door open for others to accede to the
agreement, He approved the gradual establishment of a multilateral
payments system whose primary aim was the possibility of transferring
baiances between existing bilateral accounts, He then referred to the
draft protocol for the establishment’of a system of multiléterél compensa-
tion for bilateral balances and expressed his satisfaction wiﬁh it, He
announced that Mexico was negotiating a number of bilateral agreements
with Scuth American countries while still maintainingvé single type of
exchange and complete nxchange freedom so as to "meet them half-way" and
increase trade with them. He pointed to the need for a dynamic approach
in which the common market would be the instrument for the extension of
industrialization, He also drew attention to the impcitance ef the
simultaneous develcpment of an efficient transport syétem, particularly
shipping.

20, - The representative of Panama said that his country's geographical

— and therefore economic and finénqial - position might make it impossible
for it, at a given movement, to belong to restricted groups; that did net,
however, prevent it from :suppcrting ;the general principles of Latin
American economic co-operation, The bases laid down by the Working Group
in Mexico represented a step forward, particularly as regards the classifica-
ticn of countries and goods and also as regards the method for the gradual
and flexible reduction of trade barriers, |

/21, The
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21, The Committee must consider wheiher it wéuld be better to insist that
any agreement should cover all countries or whether more restricted agree—
ments could be authoriZed, It was essential that all countries or groups
of countries should be completely free to deal with their own particular
problems and if negotiations c¢n those problems led to.the formation of a
local group, it had necessarily to be accepted. The only legitimate
requirement was that groups of that kind should be free to negotiate with
other States, ;

22, The representative of Paraguay said that his coﬁntry was one of those
which could benefit from differential trealment as proposed by the Working
Group, although it understocd that the grarting of exccssively favourable
treatment to countries that were relatively less coveloped migh® encourage
the establishinent of many non-competitive industriés. The position of
those countries which were not able to compete with thz more industrialized
countries should be studied, Another factor to be considered was the
possible effect of the common market ¢n trade with the rest of the world,
for, if cther countries considered it prejudicial tn their interests, they
might take reprisals and thus affect the development of the countries
participating in the commen market,

23, The representative of Peru stated that the failing prices of primary
commedities in comparison with those of industrial goeds, and the difficul-
ties which arose in selling the former owing to the meacures adopted by
traditional purchaser countries, frequently forced his cotintry to take
restrictive measures which impeded trade, even within the regicn, His
Government had given its constant support to any procedures for solving

the tremendous problem of under-—development through the gradual economic
integration of the Latin American peoples, He considered that the ccmmon
market project should include as many countries as possible, and that its
bases should therefore be acceptable to all of them, although some might not
be in & position to take part in the initial stage for justifiable and
circumstantial reascns, The common market should be established en a
broad basis, and allow for free competiticn under prcper conditions,

2L,  He trusted that the cther delegations would find some common ground
for agreement since that would be the*best~£ribute that ééuld be paid to

the work that they wereAcarrying out, /25. The
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25, The representative of the Dominican Republic said that his Government

was prepared to endorse the project for a common market, It was to be
hoped that-the formula agreed upon would take account of the difficulties

of economies in process of developing from the producticn of primary
commodities to a more diversified stage; but during that period it would

be necessary to import industrial goods and to obtain them exports would
have to be increased to both Latin America and the rest of the world,

26, The representative of Uruguay said that his Government fully supported
any action designed to co~ordinate Latin American economies with the
constitution of a common market as the final aim, That aim must be attained
by unambitious stages so that it would be effective, Thé relevant agree-
ments must be sufficiently flexiole to permit their swift adaptatien to the
different economies and to prevent their execution from producing
unfortunate effects on the social order,

27+ The representative of Venezuela said that his Government favoured the
idea put forward by some delegations of an inter-governmental committee,
which in collaboration with the secretariat, might use the outline prepared
by the Working Group tb formulate a draft agreement for submission to
Governments for their consideratien., The idea of reciprocity among members
of the market, which was outlined in the scheme and took into account the
different degrees of development of the Latin American countries, seemed
practical and would necessarily contribute to the balanced growth of the
different economies. He thought it only right and just that other
differential factors should also be taken into account, such as the need

for countries with high‘prpduction costs gradually to adapt themselves

to the situation that would be created by a common market,

2. Review of possible bases and principles for the common market

28, The Committee took note with satisfaction of the repert of the first
session of the Working Group on the Latin American Regicnal Market (Santia-
go, Chile, February 1958),2/ in which the general principles for the

establishment of the Latin American common market are set forth.

3/ See E/CN.12/C.1/WG.2/6, incorporated in Part Two of the report on The
Tatin American common market and the multilateral payments system
(E/CN.12/C.1/9), submitted to the Committee at its second sessicn.

/29. The
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29. The Committee next discussed the possible structure of the common
market, and in that connexion studied the report of the second session

of the "Working Group,é/ With due regard to the general principles formulated
in that of the first session, the report of the second session presents in
specific terms a set of bases end principles on which the common market

might be built up, With the aim of assembling the background data

required for planning future work, the Comrittee decided to discuse

the basic ideas expressed in the above-mentioned report and to include,

in the report of the second session, a summary of the opinions and

suggestions put forward by the delegations taking part in the discussion,
/

(a) Objectives ¥
30. In discussing the over-all objectives pursued by the establishment
of the comnon market, the Committee felt it was unnecessary that in setting
them forth, reference should be made, as headings for the bases, to
specific means or instruments which would be used to bring them into effect,
since such means and instruments were all those subsequently specified in
the bases concerned,
31. Several delegations expressed the view that it was not desirable to
mention in the objectives the esteblishment of a preferential system among
the countries members of the common market, Such a preferential system,
apart from being an instrument, not an objective, would emerge as the
logical effect of the process of reduction and abolition of customs
duties and other restrictions, There was consequently no reason why
express reference should be made to that system in specifying the
cbjectives,

| (b) Juridical formé/

32. The representative of Brazil expressed concern as regards the following

point: if the Jjuridical form to be adopted for the common market were to
be defined from the outset, certain limitations might perhaps be afterwards
imposed on the application c¢f such formulae as might seem the meost appropriate

for bringing the commen market into existence, Another point which it would

1/ Gee 5/CN.12/C.1/WG.2/10/Rev.1, also incorporated in document E/CN. 12/¢.1/9,
pages 38 et et seq. The references to pages and items in this section of the
report relate to the latter document,

5/  Op. cit., p. 43, 1

6/ Op. cit., p. 43, II

/be worth
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be worth while to clarify was whether the bases outlined in the Mexico
report wére or were not entirely consistent with the inherent characteristics
of a free-trade Zone, ‘
33. The representative of Uruguay suggested that perhaps for the moment it
might simply be stated that the juridical form to be adopted in due course
would be that best adapted to actual conditions in Latin America,
34s After a reminder that the Contracting Parties of GATT would find their
consultations with that body facilitated if the juridical form adopted for
the common market was one of those covered by the text of the Agreement, the
Committee unanimously decided upon the following criterion with respect to
the juridical form of the market: the agreement constituting the common
market was to establish the terns and procedures for the gradual reduction
of customs duties and other restrictions, with a view to the establishment
of a free-trade area designed to lead up to a customs union,

(¢) Teriff and liberslization svstemz/

35, During the discussion ¢f the reduction and abolition of customs

duties, as also of other restrictions, the representative of Brazil drew
attention to the desirability of differentiating between the following twe
aspects: (a) customs duties and other taxes having equivalent effects, the
incidence of which was measurable and which were therefore susceptible of
gradual reduction; and (b} administrative, quantitative and exchange
restrictiens, which by their very nature could not be measured and therefore
could not be gradually reduced, Import permits were cited as an example,
36, The representative of Mexics suggested that as useful background data
for planning future work relating to methods of reducing customs duties

and ether restrictions under the common market system, the procedures adopted
to that end by the European Economic Community should be borne in mind,
especially those relating to quotas.,

37, The representative of Bolivia pointed out that import quotas could

be eliminated gradually.

38, The Netherlands represehtative suggested that, among the members of

a common market, the applicaticn of new restrictions should be suspended

as a preliminary step towards the aboliticn of existing restrictions,

7/ Ops Cit., p. 43, III. /39, The-
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39, The delegation of Cuba said that the duties and programme of action of
the Latin American countries during the second stage of the regional system,
as conceived in the Mexico report, should be defined in greater detail and,
above all, that tentative dates should be fixed for the final organization
of the common market,

(d) Classification of Droductsg/

4O, The delegation of Colombia advocated consideration of whether t:ie
classification of products suggested in the iexico report should or should
not be broken down in greater detail, To that end it would perhaps be
possible to divide into two parts the category of primary commodities
"proposed, so that a distinction could be drawn between foodstufi's, on the
one hand, and raw materials on the other, Similarly, it would be well

tc discuss whether the category of capital goods ought to be divided into
two sections, so that durable consumer goods and thrise used in the produc—
tion of other goods were separately specified,

L1, The secretariat stressed that the more categories of goods existed
the greater would be the number of partial targets set up within the
general programme of reductions, which would detract from its flexibility
and make it difficult to apply the poiicy of gradually lowering customs
duties,

(e) Frogramme for the first staggg/

L2, The representative of Venezuela expressed his approval of the insﬂitu~
tion of a special system for agricultural commodities for some time at least as
envisaged in the Mexico report, After drawing attention to European precedents
he emphasized the need for separate treatment to be accorded, under such a
special system, to those items - wheat, for example - which for climatic
reasons could be produced only in certain areas, in contrast with others,

such as maize, which were grown in all the Latin American countries,

43. With regard to the reduction system for the first stage, outlined in
Mexico report, the representati?e of Brazil drew attention to the following

three points:

g/ OE. cit‘o’ P LPLI-, IV.

2/ OE; Cit., p. 14*5, VO
/(i) When the
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(1) When the counterpart of a specific reduction of customs duties
took the form of the reduction or elimination of restrictions of a non-
tariff character like those deriving from the applicaticn of direct foreign
trade controls, the result might be a lack of equity in the reciprocal
advantages obtained which it was worth while to forestall., In fact, while
customs duties belonged to a form of trade policy characterized as a iule by
its stability, the factors of direct control were often subject to changes
determined merely by an admihistrative decision, Such changes might easily
destroy the element of reciprocity in the effect of the negotiaticns concerned.
It would therefore be desirable that non-~teriff import restrictions should
as far as possible be gracualily incofporated into the customs tariff;

(ii) The bringirg~down of customs duties to a specific average level
might mean that the member countries of the market would have to grant one
another margins of preference of which the magnitude would differ greatly
in practice, since in each case it would result from the difference between
the level of duties applied to the rest of the worid and that prevailing
within the common market, What mattered in that connexion was not the
average level of duties established by the targets concerned, but the effective
magnitude of the preference, He called attention in passing to another
aspect; it was precisely the countries which experienced balance-of-payments
difficulties that would in effect grant the widest margins of preference,
since such difficulties usually compelled them to raise the level of tariffs,
A prerequisite for the equalization of mutual concessions would be to establish
relative consistency in the customs duties applicable to the rest of the world;

(iii) If the common market were to assume the juridical form of a
free-trade area, under the regulations governing such an arrangement the
members would have to liberalize, within a cerfain time-limit, a substantial
part of their reciprocal tradec, In this connexion the Brazilian representative
recalled that the targets for the first stage cutlined in the Mexico report
included the total abolition of customs duties iny in the case of primary
commodities (category I) and not in that of goods in categories II and III,
Thus, items in the last two categories could not be included in liberalized
trade for purposes of the gquantitative assessment of liberalization,
Consequently, it might perhaps be difficult for the elimination of duties

/on a
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on a substantial part of trade to attain the level necessary for compliance
with the requisite alluded to above,

Ll The representative of Venezuela remarked that customs duties in
countries without balance-of-payments problems were not always relatively
lower than those in force in countries where such problems existed, When
countries belonging to the former group had to meet heavy production costs
for cbvious reasons they were obliged to establish high duties.

L45.  Furthermore, the same representative pointed out that it would be
difficult to assimilate the system proposed in the Mexico report for the
reducticn of duties on goods which might be described as dynamic - in
particular certain durable manufactured goods - to the method suggested
for primary commodities, since the former category needed relatively greater
customs protection in countries at the initial stages of economic develop-
ment, except that in the case of capital goods countries anxious to become
industrialized might sometimes authorize exemptions,

46.  The representative of Mexico stressed that the targets for the first
stage of the programme, in their bearing on the classification of goods in
the ceveral categories, constituted a satisfactory system which was of
fundamental importance for the establishment of the market, since it was
suitably adapted to actual conditions in lLatin America,

LT, The representative of Ecuador, while seconding the view expressed by
the delegation of Mexico, also agreed with the representative of Brazil
that the system suggested by the lorking Group would give rise to different
marzins of preference in the various countries members of the market, But
there would be reciprocity among them in consequence of the fact that the
customs duties applied by the member countries among themselves would be
the same., A functional reciprocity would also exist, since a country
whose exports to the common market territory persistently expanded would
have to reduce the disequilibrium by accelerating the process of
liberalization in relation to imports from within the merket itself,
Unfortunately, there were problems which would prevent a single Latin
American common market tariff vis-i-vis the rest of the world from being
established in a relatively short space of time, And to make the conclu-
sion of the common market agreement conditional upon the solution of such

/problems would
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problems would mean postponing it for some years.

48, The representative of Cuba, referring to paragraph V (a)lg/ differed
from the view that the obligation to reduce and abolish customs duties and
other restrictions could be waived in the case of imports of agricultural
commodities by couﬁtries members of the common market, as might happen if
the basis defined in pafagraph V (a) were adopted. Many of the countries
members of the common market would not be in a position to export industrial
products to that market until a ceitain number of years had elapsed from the
time of its establishment, In such cases the econcmic development of the
countries in question would derive no stimulus from their participation in
the market, unless they were able to expand their traditional exports of
agricultural commodities, Ccnsequently, were the provision contained

in paragraph V (a) endorsed, it would have to be limited to exceptional cases,
since as a general rule it would be desirable to facilitate the satisfaction
of the increment in Latin America's consumption cf agricultural commoditics
with supplies from those countries of the region which specialized in
production of that kind,

49. The margin of preference would also mean that the traditional e xporters
of agricultural commodities would find themselves compelled to buy Latin
American industrial products at prices higher than those quoted on the world
market, To compensate them for this sacrifice they would have to be
accorded in return soie concession in favour of their exportable goods
quoted at world prices,

(f) Régime for relativelv less developed countriesll/

50. The representative of Col~mbia made the general cbservation that for
purposes of accelerating the rate of economic development in the less advanced
countries, great importance might be assumed by common market measures aimed at
facilitating the freedom of movement of capital and natural persons.

51 The representative of Venezuela pointed out that the common market bases,
besides providing, as in the Mexico report, for differential trealment in
favour of the relatively less developed countries, should include certain ad
hoc arrangements made by those countries in which wage and cost levels were
proportionately higher, Some of those countries - Venezuela, for example -

would offer the other members of the common market the incentive deriving

10/ Op. cit., page 45.

11/ Op. cit., page 45, VI, /from their
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from their high capacity to import, which would facilitate the establishment
of real reciprocity for the purposes of the common market,

52  The representative nf Brazil noted with pleasure the inclusion of
measures aimed at restoring equilibrium with respect to the economic situation
of countries at differing levels of development, However, he thought

it worth waile to go more deeply into the question of whether such measures
were cr were not compatible with the GATT regulations on the constitution

of free-trade areas, He was espccially interested in theose bases provosed
in the Mexico report, according to which different rates of reduction of
customs duties might exist not only among countries at different degrees of
development, but also in respect of those whose level of economic develop-
ment was comparable in general but unegual as regards the production of
specific goods or groups of goods,

53. He went on to remark that the increase in the number of categories

of goods suggested in the course of the discussion would undoubtedly
facilitate the granting of special treatments designed to bridge the gap
between differing degrees of economic development, Bub it would hamper
the operaticn of the free~trade area,

54, He added that the bases suggested in lMexico for country classifica-
ticn seemed to him sver-simplified in that, by and large, they implied

that the economic‘development process could be characterized by an initial
phase of agricultural production, followed by one cf curreut consumer goods
production and terminating in the menufacture of durable consumer and capital
goceds,

55 Without wishing to detrzect from the vaiue of such data as a general
guide, he pointed out that the fundamentally important yardstick of the
different levels of per capita income should not be overlooked. The
characterization of the different degrees of development was a much mere
complex problem than it appeared from the Mexico report, By way of example
he pointed out ﬁhat many other factors could be taken into account in
differentiating countries in -rder to ensure that trestment would be
reciprocal: the size of local markebs, the capacity to absorb foreign
capital, labour costs and other production factors, the balance-of-payments
situatien, etec,

/56. The
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56, The differential system in favour of the under—developed countries,

as proposed in the Mexico report, did not make it clear whether the system
in question would last only until the end of the first ten-year phase of
reductions, or whether it coald be prolonged until differences in develop-
ment ceased to exist, as he himself would advocate,

57« The representative of Venezuela said that the principles for the
classificatirn of countries might be improved upon, as had just been pointed
out, by introducing the high costs factor, Conversely, it might not

be appropriate to adopt the size of markets and the capacity to absorb
capital as classification criteria, since they were not structural elements.
He added that, accerding to the lfexico report, preferential treatment for the
relatively less developed countries would not necessarily come to an end at
the close of the first phase, Before that point was reached the situation
could be reviewed.

58, The Netherlands reprcsentative, commenting on the possibility

that countries at the ealier stages of development might increase customs
duties on imports of capital goods from the rest of the world, observed
that, in such an event, relatively less developed countries would purchase
capital goods which were more expensive or of less satisfactory quality,
thus discouraging their industrializatien, It should be borne in mind that
the concessions granted te the relatively less developed countries would
not be as effective as might appear at first sight. VWhen a country which
was no longer in that position abolished or reduced its duties en imports
from countries in the initial stages of develcpment, simply because it was
relatively more highly developed, the effect of the concessions it accorded
would be insignificant, sincz it would generally produce the same lines

of goocds as the concessions in question were intended to benefit,

59. The representative of Panama said that the traditional divisien

to be found in all parts of the world between rici industrialized countries
and poer countries tha% produced only raw materials should be avoided in
Latin America,

(g) Size of the market and initialvgroupingslg/

60, The representative of Colombis referred to the principle according to
which countries that became parties to the agreement after its entry into

force should be allowed a period of ten years, corresponding to the first

;—_2/ OE. Clt. 5 p&ge hé’ VII. /Stage’ _from
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stage, from the date of their accession, That system might cause

difficulties for the operation of the common market agreement, as with

such a procedure the objective of the first stage would not be reached

at the same time by all members of the market, as seemed desirable,

6l. The secretariat explained that the purpose of the provision referred

to was to facilitate accessisn for those countrics which were not in a

position to become parties from the beginning,

62, The representative of Brazil agread with the principle of making the

common market as broad as possible, There were two ways of doing so. Cne

was to start from a general system, that was, a single instrument for the

whole of Latin America, and move towards specific solutions, The other was

to tackle the sub-regional or sectoral aspect first, arriving ultimately

at a general common market, Movements towards sub-regional groupings

could be observed in latin America at the present time, In his view, they

were compatible with the ultimate objective of a regional market, provided

that they were based on partial agreements that could later be incorporated

or absorbed into broader agreements, For that purpose, it would be desirable

that some body composed of all the countries, the members of the Trade

Committee, for example, should establish standards and principles for such

sub-regienal and sectoral instruments in crder to avoid malddjustments

and inconsistencies between them that would impede the formation of the

Latin American common market,

63. The representative of Venszucla thought that sub-regional customs

groups did not encourage the formation of a comuon market, since it would

be difficult to co-ordinate or compound the instruments on which they were

based with that by which the common market was sét up, owing to the disparity

beﬁween the rate of reduction of duties and that of the other procedures laid

cdown by them, Furthermore, inequalities between countries of a particular

sub-regional group would be rectified more easily in the setting of a general

common market than within the narrower limits of the group itself,

64o The secretariat stressed the importance of the problem under discussion.

The experts who had prepared the Mexico report, efter duly weighing the

alternatives outlined by the secretariat, recommended the idea of the common

market for the whole of Latin America as they considered that, if a series
/of closed
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of closed preferential areas were to come into existence, the present water-
tight compartments would be replaced by others which, even though broacer
than those existing at the present time, might make the achievement of
the final objective —~ the ccmmon market - more remote, That did rot mean
that no account should be taken of the bonds resulting from geographic
proximity and which promoted closer relations and gave rise to special
problems between particular countries, a consideration that was taken
into account in the Working Group's report. In additiun, the agreement
under which the common market would be set up could take account of the
existence of restrictive grouprs whose aim would be to deal with matters
of specifically sub~regional or sectoral interest,
€5. The representative of Mexico believed that there ought to be no
objecticn to the fact that certain groups of countries adopted purticular
decisions for their common benefit, Nor could there be any opposition
to temporary arrangements arising out of special circumstances sr to
arrangements providing for a system of concessicns more favourable than
that proposed in the experts! report, Objections should, however, be
made to groups whose structures were likely to place greater difficulties
in the way of the establishment ~f the common market than those inherent
in the current situation in Latin America. The countries of Latin
America should be free to choose whether they wished to take part in a
common market whose establishment had been freely discussed and approved
by all.
66, The Chairman of the Committee recalled that the Working Group's
report outlined the bases which were an important step in the preliminary
work fer the establishment of the ccmmen market but that it did not provide
definitive formulae which could be used as a basis for final decisions by
Governments, In addition, the preparation of the possible bases for the
-common market should include certain aspects thal had not so far been elucidated.
They included the co-ordination of monetary, fiscal and foreign capital
investment policies,
67. The secretariat stressed that Mr, Garrido Torres had made the same
observations at the time when work on the preparation of the Mexico report
was drawing to a close, in which he had taken part in a private capacity
es a member of the VWorking Group. At its meeting in Mexico the Group had
/stated that
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stated that it was in agreement with those observations but by accident had
failed to include any words to that effect in its report. In order to
reétify that omission the secretariat had proposed - and the Comnittee had
agreed - that note should be made of the observations in the text of the
Committee's report,

68,  The representative of Guatemala said that bilateral and multilateral
agreements on Central American economic integration should not be consicdered
as & precedent for.laying down prianciples in the matte. under discussion

as the case of Central America was a special one, The first steps had
already been taken towards such integratien before the idea of a common
market for the whole of Latin America had come to the fore, 1In view of
their size and degree of economic advancement, the countries of Centra.
America could not take part individualiy in a Latin American comion market
while they could do so in time if they formed a single unit.

69.  The representative of Costa Rica agreed with the views of the
representative of Guatemala and announced that in June 1959 an equalization
agreement for certain customs duties levied in Central Amcrica on imports
from the rest of the world would be signed,

72, He added that it siiould be laid dowm iu the agreement setting up the
Latin American common market that such an agreement would not affect the
rights and obligations which the Central American countries had assumed or
might assume with a view to the integration of their economies, Thav
exception would cover the entire agreement.

71l. The United States repres:ntative recognized that sub-regional arrange-

ments might raise certain difficulties but that the formation of such
groups was perhaps necessary in the light of facts, TWhatever the course
adopted - whether sub-regional cr regional — the final results would be the
same, provided that the formulae adopted in either case were conducive to
the formation of a competitive market which put no obstacles in thz way of
Tatin America's external trade in grmerel.

.o . . . g . 13
(h) Specific agreements on complomentarity and sp601allzatlog~—/

72,  The representative of (uba did not agree that general clauses authorizing
the cenclusion of agreements on complementarity and specialization should be

included, He admitted that certain special situzticns had to be recognized,

13/ Cp.cit., page 47, VIII, /out thought
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but thought it preferable that they should be regarded as exceptions. The
privileges and arrangements provided for in such agreements would tend to
create such a powerful network of bilateral interests that plans for regional
integraticn would be severely hanpered,

3 Project for a free~trade zone

73. In response to a request by various representatives, the Chairman
invited the delegations of the countries whose experts had attended the
consultative meetings »n trade policy, held at Santiago, Chile, in April
1959, to inform the Committee of the scope of the work carried out at that
meeting with respect to the preparation of a draft agreement on a free-
trade zone.l&/

7he  Speaking on behalf of these delegations (Argentina, Brazil, Chile and
Uruguay), the Argentine representati»elé/ described the scope, operatien
and machinery of the free-trade zone as envisaged in the iustrument prepared
by the consultants,

75 The Argentine consultant and representatives whs had participated in
the consultative meetings had not done so to formulate a draft agreement

cen a free~trade zone for the four southern cocuntries but to prepare such

an agreement as a step towards the creaticn of the Latin American common
market, without either specifically excluding any Latin American country

or ruling out the consideraticn of an alternative means of attaining the
same objective,

76. In his opinion, the consultaats had prepared a working paper whose
fundamental contribution was to place at the disposal of the Latin American
countries a group of instruments which wculd enable them to increase the
liberalization of their intra-regional trade and tc put it on a definitely
multilateral basis, The document in question did not yet warran® any
decision by Governments, or at least by that of Argentina, In view of

its structure, the document was a clear indicaticn of the lines along which
the work relating to the establishment of the Latin American comnon market

should be directed and was in no way in opposition to its establishment,

.
&

The record containing the results of this series of meetings is to be
found in Consultations on trade policy, IX. Meetings held at
Santiago, Chile (April 1959) (i/CN,12/C.1/11/Add.1).

For the full text of this statement see Informaticn Document N° 9,
/77. lastly,

&
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7M. Lastly, he made it clear that he was ready to consider any alternative
solution which might be put forward in relation to the establishment of the
Latin American common market that might expedite its formation and provide
a more effective approach to the cemplex problems involved in such an
undertaking. |

78+ The representatives of Brazil, Chile and Uruguay suppsrted the

statement made by the Argentine representative and supplied some additional
informaticn,

79s The representative of Cuba pointed out that, when there were possibili-
ties of extensive collaboration in Latin America, the sub-regional arrange-
ments would not prove an impediment to their realization. Every group
acquired exclusive interests and provoked economic reactions which were
hampering the desired reconciliation and collaboration of different forces
throughout the region, Moreover, the negotiatory position of a country
which, following the implementation of a sub-regicnal agreement, wished or
was obliged to accede to such an agreement, might be jeopardized by the
necessity to negotiate by itself with a blece that was already in existence,
Such a situation might also arouse political misgivings,.

€0, He added that those remarks were equally applicable to the sectoral
agreements visualizea in the Mexico report, The conclusion of such
agreements should not constitute a right for the countries participating in
the market, but a qualified exceptinmn,

8l, He pointed out that there was a discrepancy between the Mexics
document and the report of the consultative meeting at Santiago, The
first had emerged from a sustained effort on the part of the Latin American
countries as a whole to devise ways and means of giving equitable treauvment
to the interests of each of them, while the second took into acccunt only
the interests of the ccuntries which had sponsored it, Mereover, it did
not seem just to place the other Latin American countries in the pesitien
of having to consider their accessicn to an agreement in the negotiation

of which they had taken no part.

82, The representative of Mexico pointed ocut, among other matters, that
the project prepared by the consuitants at the Santiago session could not
be criticised as regards the sovereignty of the respective Governments

/concluding it,
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concludiné it, especially since three of them were Contracting Parties of
GATT, whose regulations provided for the formation of free-trade zones among
its members,

83, The representative of Cuba further considered that there were two
possibilities open to the Committeec, namely, to take nete of the informa-
tion presented or to submit the draft instrument for discussion, in crder

to ascertain whether or not the free-trade zone might constitute an
intermediate stage on the path leading to a Latin American commoa market.

If the Santiago agreement were regarded as a project and not yet as an
international instrument, there would still be time to incorporate in it

the fundamental points of the Mexico report and to insert in the text a
statement to the effect that it was an interim measure prior to the formation
of the general common market which would be covered in the said instrument,
He added that the indications given in the Mexico report, particularly with
respect to the freatment to be accorded to less developed couhtries, should
be followed at other stages, such as that <f the accessior of additional
ceuntries to the Santiago agreement,

84e In order to dissipate certain misgivings that had been voiced, the
secretariat explained that it had deemed it advisable that contact with the
Latin American Governments should be maintained not through large-scale
meetings, but through groups waich would be better suited to the discussion
of certain specific problems, As had been evident at the first series of
consultative meetings on trade policy (Santiago, August 1958),lé/ the
participants were clearly concerned about the possible repercussions cf the
recent tariff and exchange reforms on trade among the southern-zone countries
of Scuth America, In studying the relevant problems and their solutions,
the group had discussed whether bilateral agreements which were about to
expire could be transformed into a multilateral system concurrently with a
reduction in customs duties and other restrictions.

85, From the contact maintained between the secretariat and the Governments

concerned after the Santiage meeting, it appeared that the desired objective

16/ See Consultations on trade policy (E/CN.12/C.1/11), pages 5 et _seq.

/was to
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was to prepare the bases of a draft agreement, which would also be submitted
to GATT in order to secure its recognition of the exception to the most-
favoured-nation clause prior to reducing customs duties in the countries
beset by urgent foreign-trade problems, It should be pointed out that the
secretariat, while extending its technical cc-operation to the countries
concerned, had been at the same time preparing the necessary background
studies for the session of the Working Group at Mexico City in Febrary 1959
which had met to formulate the possible bases for the general common market.
86, The work had been divided in accordance with a tlear—cut critericn,
The studies relating to the Mexico session, which had far-reaching implica-
tions, had facilitated the search for solutirns that would be acceptable to
all Latin American countries, Conversely, the preparatory work on the draft
agreement for the southern-zone countries had been of a restricted and
circumstantial nature, Hence, the consultants who met for the second

time at Santiago in April 1959 had not for a moment ccnsidered that the
future negotiation of the common market might be founded on that latter
agreement, instead of on the bases recently considered by the Working Group
in Mexico,

87, The preamble to the Santiago agreement was quite explicit; it stressed
the provisional nature ¢f the document, which would disappear once the
establishment of the common market had been negotiated on the basis of the
principles formulated at Mexico, and recorded the intentiom of the consultants
to recommend their Governments to undertake new negotiatiens once the bases
of the common market had been approved in accordance with the Mexico repert,
The opinion was also expressed during the Santiago meeting that, pending
such new negotiations, the southern-zone countries should refrain from taking
any measures which might jeopardize their current trade with the rest of
Latin America,

88, The secretariat further pointed cut that, in confirmeticn of those
aims, the group of consultants at Santiago had decided unanimously t> bring
the document to the attention of the Trade Committee — thereby demonstrating
the great value of the Comrittee as the mainspring of international co—
wperation -, before the Governments directly concerned had mace any

comments on it. In that way, the other Governments were duly informed of
its content, For all those reasons, the interim arrangements envisaged for

/the southern-zone
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the southern—zone countries did not imply the formation of an exclusive
sub-regional group which would impede the subsequent establishment of the
common market,

89. The representative of Argentina pointed out that the four southern-zone
countries had, like Bolivia, Paraguay and Peru, maintained bilateral trade
agreements for many years, by which they were accorded preferential exchange
and tariff treatment, Hence, the establishment of a free-trade area would
not be an unexpected innovation, since it would mean no more than making
existing bilateral agreements and the consolidation of benefits

already granted on a broader and more rational basis., Moreover, the agree-
ment had been prepared with an eye to the future adaptation of the free-
trade zone to the common marl:et,

90. It was not the intenticn of the Argentine Government to set up
regional blocs which would impede an over-all agreement, The project of

a free-trade zone was perfectly compatible with a common market, and there
did not appear to be any discrepancies between the Mexico report and that

of the series of consultative meetings at Santiago to justify the reactions
that had been revealed in the course of the discussions.

9l. In the Argentine representative's opinion, it would appear from the
recommendations of the Santiago session that the consultants had made
provision for the participation in the possible agreement of countries
which had not been represented at the session at the following stages:

(a) initial participation in the signing of the agreement; (b) renegotiation
of the agreement already in force as a result of the participation of one

or more countries which had not deemed it opportune or advisable tvo

accede to it when it was first signed; and (¢) transformation of the
agreement on the free-trade zone into a gencrel agreement, in conformity
with the bases accepted by the Latin American Governments for the establish-
ment of the common market,

92,  The representatives of Brazil, Chile and Uruguay endorsed the

secretariat'!s views, which they considered to be a faithful interpretation

of the tenor of events and objectives pursuasd at the Santiago session.

/93. The
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93. The Chairman of the Committee said that the idea of the common
msrket was an attempt to introduce into economic affairs the same

esprit de corps which pervaded the political and juridical life of Latin

America, in other words, to give pan-Americanism an economic connotation,
From the political standpoint, such solidarity implied the application of
three principles: (2) equality of opprrtunity for all countries to utilize
their resources efficiently and economically; (b) freedom of choice, since
it was incompatible with national sovereignty for a country to be obliged
to enter a specific group unless it wished to do so at a given moment; and
(¢) non-exclusiveness, Any measures that were liable to lead to the
formation of antagonistic groups should be shunned.

9. As regards economic affairs, esprit de corps involved the fulfilment
b

of three other principles: (a) productivity, i.e. the maximum utilization
of resources; (b) the principle of free competition, which was opposed to
the creation of monopoliies on the part of any enterprise, country or group
of countries; and (c) specialization, In the last respect, Latin America
should aspire to the international division of labour and promote the
specilalization of production in order to achieve optimum employment of
available resources, a rise in the real inceme of its population and an
expengicn of its trade with the rest of the world.

95, The fulfilment of those objectives implied an acceleration of the
rate of economic growth for Latin America as a whole, which could only

be achieved through the common merket., The fact that the target was not
immediately attainable should not prevent attempts from being made to reach
objectives of lesser scope. When a group of countries was faced with
urgent problems of mutual interest, solutions had to be found of such a
kind that they would constitute an intermcdiate stage on the road to a
final common target., The agreements reached by such groups should be open
for the accession of other countrics and also subject to revision, The
Trade Committée might fulfil a useful purpose in reViewing, criticising

and directing the activities of groups of countries so as to ensure that
they did not conflict with those designed to reach the general goal of the
common market, Each group would have to set up its own co=crdinating body
under the supervision of the Trade Committee,

/96. The
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96, The debate on this subject was closed after the Committee agreed
to take note of the information provided on the project for a free-

trade zone, L, Most~favoured-naticn treatmentlz/

97. The representative of Brazil indicated that the exceptions to the
most-favoured-nation clause considered in the Mexico report might, to a
certain extent, give rise to semi-preferential areas, and therefore to
incompatibilities for countries that were both members of the common
market and of GATT., He suggested that, when the studies were continued,
the exceptions provided for in paragraphs (a), (b), (¢) and (d) of that
document 18/ should be studied,

98. The representative of Venezuela stated that Basis X as well as Bases
- VIII and IX were necessary for Latin America to build up its common
market, They were exceptions to orthodox principles, and might be help-
ful in establishing the common market by means of the graduval application
of a preferential system, which he believed to be the only practical way of
attaining the desired objective, In the absence of such exceptions, the
common market might slow down the growth of the less developed countries,
since the latter would lack the protection which they would need for some
time for their industrialization, The application of strictly erthodox

bases would be tantamount to making it impossible to set up a common market,

5. Basic principles for the common marketlg/

99. The Committee took note of the basic principles forrulated in the
Mexico report for the cperation of the commron market.

100, The representative of Brazil made some obgervations on basic
principle VIIIgQ/ rélating to measures for remedying balance~of-payments
disequilibria in countries participating in the common market, If the
productivity of a country enabled it to expand its exports to the common

market territory, and thereby placed it in a creditor position, there was

See again E/CN.12/C.1/9, op., cit., page:h7, X,
Ibid., page 48,
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no reason why that country should assume the main responsibility for
rectifying the resulting imbalancc,

101.  The representative of (Chile referred to basic principle Xgl/ on
Latin American co-ordination in respect of the customs tariff and statistics,
and indicated that such co-ordination was important for the operation of the
market, since current customs nomenclature and methods were at present very
varied as were these relating to foreign trade statistics, In making
those observations, he pointed out that the requisite co-ordination and
standardization would require extensive preparatory work, and stbmitted

a draft resolution requesting the secretariat to undertake the relevant
studies.gg/

102, The representative of the Wetherlands stressed that it was important
to have a precise definition of the future functions of the committee
responsible for directing and administering the agreement,

103. The representative of Brazil pointed out that the basic principles
set, forth in the Mexico report contained substantive points for the
operation of the common market, They would serve, so to speak, as a

guide for regulating the behaviour of the Latin American countries
participating in the market, The lack of cdequate experience in inter-
Latin American trade, the diverse systems used by each country to carry
out. its trade and monetary policies would make it a highly complicated
matter to arrive at a general commen market agreement which would take

into account all the interests involved, without containing an infinite
number of safeguards and exceptions which might in the end become more
numerous than the operative provisions.

104, In view of that and other considerations, he suggested that the
secretariat shovld take note of what hé thought to be a practical and
realistic position, namely, that the basic principles to be henceforth
observed by the Latin American countries in all their trade agreements,
would co-ordinate and guide the partial efforts conducing to the establish-

ment of the common merket, He felt that such a procedure would be somewhat

23/ Idid., page 52,

22/ See Part II of this report, resolution 7(II) which was later adopted
by the Committee,

/different from
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different from that of immediately formulating a general draft agreement

on the structural bases for the merket. The cbnclusion of partial agree-
ments within the framework of the above-mentioned code of principles would
perhaps be preferable and more practical,

105, The secretariat inquired whether the representative of Brazil consider—
ed that the reciprocal benefits to be granted by countries participating in
sub-regional agreements in accordance with the code of principles might or
might not be extensible to other Latin American countries,

106,  The representative of Brazil considered that it was possible and,

up to a certain point. cesireble, to include among those principles some
criterion with respect to the most~favoured-nation clause in Latin America,
once reciprocity of treatment had been ensured, and to provide for conformity
with international commitments, as established in the regulations of GATT,

A Tatin American most-favoured-nation clause might become a link between
sub-regisnal agreements concluded in Latin America,

107. The fepresehtative of Mexico stated that he had definite instructions
from his Government to endorse and support the idea of the common market as
envisaged in the bases and principles suggested in the report of the Working
Group. He hoped that the Commiesion woula carry out its work in such a
way as to reach a decision on the establishment of the common market within
a short time, His delegation and that of Cuba had prepared a draft
resolutien intended to speed up the preparation of a draft treaty for a
common market covering the whole Latin American region, Even 1f the
preparation of such a draft was thought to be a little premature, it would
be very useful, since Governments would then know exactly what commitmentis
they would be assuming when the time came.

108.  The representative of Argentina said that his Government had received
the recommendations of the Working Group with pleasure, since ther would
help the region to reach the objective of a common market, It had
considered particularly apposite these referring to the juridical form of
the projected agreement, to the classification of products and to
differential treatment for the different countries, The last two
provisions should be modified as trade was gradunally liberalized, Although
it was hoped in general that all the Latin American countries would

/participate in



5/CN.12/Ce1/15/Rev, 2
Page 31

participate in the common market fiom its inception, the structure and
bases of the market project wcould have to adapt themselves to circumstances,
109, The secretariat and Trade Comrittee, in their preparatiocns for the
common market, should give due importance to the principal objective - the

expansion of inter<Latin American trade,

6, GATT and economic integration projects

110, Referring to the various observations made during the course of the
debate on the General Agreement on Tariffs and Trade, the GATT observer
stated that his organizetion recognized the right of countries to integrate
their economies on the regicnal level, In trying to give its regulations
the greatest possible flexibiliity, it hed therefore given a favourable
reception to the projects for Central hmericen integration, and would consider
further projects, both limited and general, adopted by other countries of
Latin America, in the same spirit,

111. He also stated that he was glad to see from the debates of the
Trade Committee that the views of the Latin American. countries were very
close to those held by GATT, In establishing preferential systems, it
was necessary to ensure that the interests of third countries were not
harmed and that such systems were only applied at an initial stage, since
the final aim should always be a competitive market without restrictions.
Withir the free-trade zone there should be equality of treatment in
practice, Care ought therefore to be taken to see that the most-
favoured-nation clause continued to be the rule and not the exception,

as might be supprsed after reading the long list of exceptions suggested
in the Mexico report,

112, He conclvded by saying that the project which the southern-zone
countries of South America were to submit to GATT would be received with
understanding and sympathy, The same welcome would be extended to any
concrete plan for economic integration submitted jointly to GATT by the

coumntries of Latin America at a future date,
7.  Paymenvs

113, The secretariat reprrted to the Committee on the steps that were
being taken, in pursuance of resolution 1 (I), gradvally to estarlish a
system for the multilateral compensation of bilateral balances, as a first

/stage towards
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stage towards a multilateral payments system in Latin America. The
first step had been the preparation of a standard agreement by the Central
Banks VWorking Group at its first session, held at Montevideo, Uruguay, April

19572/

in South America at the present time were based on agreements which

As a result, almost all the existing bilateral payment systems

reproduced the provisions of the standard agreement, That had made it
possible to begin transfers of bilateral balances although in a sporadic
WAY. To make such transfers systematic, the Central Banks Working Group,
at its second session, held at Rio de Janeiro, Brazil, December 1958,-

had prepared a draft protocol designed to institute a system for the
multilateral compensation of bilateral balances, under which transfers would
be made periodically, in some cases automatically, and on the understanding
that the system was merely a transition stage to wider and expanding forms
of multilateralism,

114, The United States representative asked the secretariat to take into

account the remarks made by his delegation in its general statementgé/ about
the payments system as if they had been made at the present stage of the
debate,

115, The observer for the International Monetary Fund stressed the real
interest which his organization took in the trend towards the establishment
of a common market in Latin America., He pointed out that one of the best
ways of converting the idea into a fact was to introduce stabilization
programmes so as to put finances in order, adopt realistic types of
exchange and liberalize trede effectively. On the other hand, he doubted
whether inter-latin American trade could be stimulated by a payments union,
Nor did he think that a payments union was, strictly speaking, an instru-
ment necessary or desirable in the formation of the common market, It

might proleng cr perpetuate bilateralism unnecessarily., The idea of

23/ See Report submited by the Central Banks Working Group cn a Multilateral
Payments Sysbtem to the BCLA Trade Commithee (1/CN.12/C.1/WG.1/5),
ircorporated with a note by the secretariat in document E/CN.12/48%4,

24/ BSee Report of the second session of the Central Banks_YWorking Groun
(5/CN.12/C.1/WG,1/10/Rev,1), appended to a note by the secretariat in
document £/CN.12/C,1/10,

25/ See summary in section 1, paragraphs 16-18, The full text cf the
statement is given in Informeticn Document N° 12,

/establishing it
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establishing it might arise at least in part frem experience in Europe which
was not necessarily applicabie to Latin smerica, particularly as a result

of the recent trend towards total convertibility in countries such as
Argentina, Bolivia, Caile, Colcmbia, Paraguay and Feru, Convertibility
would make the payments union unnecessery or render it very limited in

SCOpe, He pointed out alse that convertibility recently put into effect

by the countries of Western Europe removed the very bases on which discrimina-
tion in trade and world payments had been built,

116, On being requested by the secretariat to expound his views in greater
detail, the observer of the International Monetary Fund continued that a
payments unirn would increese bilateralism in Letin America as it would
require the keeping of bilateral acccunts, It would also entail the

need to maintain or establish exchange controls, Originelly, the Fund had
not agreed in principle with the creation of the Buropean Payments Union

but had recognized that the economic situation in the countries of Europe

was sufficient explanation of its creation. With regard to the countries

of Latin America whose currencies were for the most part convertible there
were at the present time no reasons for setting up a mechanism which had
never been enything more than a temporary instituticn in Europe,

117. The secretariat said that a mrltileteral payments union could operate
without bilateral agreemerts between its members, The very purpose of

such a union was to ¢vercome bilateralism becauée it would set up a system
which, contrary to the purpose or the latter, would not seek to belance
rayments between each pair of countries, It sought to co-ordinate payments
between each member country and all other members considered as a whole.

The Fund had originally disagreed with the creation of the Huropean Payments
Union, not because it had considered that it would perpetuate bilateralism but
simply because it was to be regional and not worldwide, The European
Payments Union had made it possible to advance gradually towards convertibility
among the countries of hurope as a first step towards convertibility with the
rest of the world, as had occurred recent;y,‘

118, Various Latin American currencies were convertible at the cost of
subjecting the importation of goods to restrictions of unprecedented severity,
There were in South America countries whose currency was appzrently

/convertible which
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convertible which would, however, be unable to remove those restrictions;
indeed, théir removal would seriously jeopardize their international
payments position, but a payments union would give them an oppcrtunity to
1ift such restrictions on imports from other Latin American countries,

The credits granted by the payments union would be of assistance to them

in 1ifting restrictions through the mechanism it provided, until such time
as the removal of restrictions in the other countries made it possible for
them in turn to increase their exports, The payments union would
‘contribute to the liberalization of trade and would bring about a certain
measure of real convertibility within Latin America, The payments union
would not entail increasing exchange control nor extending bilateralism, but
it would on the contrary definitely contribute to the removal of both., As
regards the registered ledger accounts kept in a payments union, it must be
pointed out that in themselves they had no bilateral significance, They
were not bilateral payments agreements, Moreover, under the terms of the
European Monetary Agreement which came into force in January 1959, registered
ledger accounts were kept and settled monthly cn a basis of multilateralism
and convertibility, -

119, The cbserver of»the International Monetary Fund said that his
orgaﬁization was in no way opposed to the Central Banks of Latin American
countries! granting each other reciprocal credits with a view to promoting
trade; there was, however, no need for bilateral agreements whose

existence might lead to the accumulaticn of balances that could not be
turned to account, Nor did the observations that had been made with
regard to the payments union mean that the Fund would not view with sympathy
temporary agreements that might be concluded between bilateral-account
countries in order to solve specific problems, Such observations did not
affect the Rio Protocol but expressed the Fund'!s doubts regarding whether

a payments unicn was a necessary part of the common market without in any
way signifying that the organization was taking up a definite position

in advance,
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Part II
RESQLUTIONS ADCPTED

120, The Trzde Commitee adcoled the following resolutions at its secord
session:
6 (II)aé/ Work for the establishment of the Latin American common
market
7 (II) Standard tariff nomenclature
8 (II) Multilateral payments
9 (1I1) Study of the inter-Latin American payments problem within
tne cormon market
10 (I1) Measures to publicize the objectives of the common market
121, At the time the resclutiorns were adoptsd, various delegztions made
statements which they asked to have included in the Committee'!s report (See
Annex III),
122. The text of these resolutions is as follows:
Resolution 6 (II)
WORK FOR THEZ ESTABLISHEZINT OF THE LATIN AMERICAN COMMON MAREET

The Trade Coumittee,

Considering that, at its first session, it approved, in resolution 3
(I), the setting up of a group of experts to define the characteristics of
the Latin American common narxet and examine the possibilities of the
establishment thereof,

Considering that the American republics stated, in resolution XL of
the Inter-American Economic Conference of the Organization of American
States, that it would be advisable to establish, gradually and progres-
sively, in a multilateral and competitive form, a Latin American coumon

market,

26/ The Arabic numbers continue the series of resolutions adopted at the
Committee's first session. The figure "II" in parentheses indicates
the second session,

/Considering that
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Considering that the existence of the broadest possible market within
the Latin American area will lead to a more rational organizaticn of the
productive system by neans of which industry will attain more economic
dimensions and will thereby be able to reduce its costs and utilize natural
resources more effectively,

Considering vhat the putting into operation of the common market as
speedily as possibis will help to expand and diversify trade and to
accelerate the economic development of each and all of the Ilatin American
countries, with the consequent rise in the standard of living of its people,

Considering that the studies undertaken by the secretariat of the
Economic Commission for Latin america, the documents prepared in Santiago
(Chile) and in Mexico by the group of experts set up under resclution 3 (I)
of the Trade Cormittee, ard the ciscussions held during the present s=ssion
of the Trade Committee constitute an important contribution to future
progress towards ILatin American economic‘integréijon,

Considering the advisability of accelerating as much as posscible
studies relating to the establishment of the Iatin American common market,

Decides:

1. To intensify efforts corducing to the increase of economic co-
operation among the countries of the region, with a view to constituting
a Latin American common market, which shall:

(a) "include all the Latin American countries which decide to:
participate in its formation; .

(b) remain open to the accession of other Latin American countries;

(c) operate on competitive bases and comprise the largest possible
number of products; |

(d) take into consideration the inequalities that exist among the
Latin American countries in so far as their economic development is
concerned

(e) be characterized by the progressive standardization of the
customs tariffs and other instruments of trade policy of the Latin American
countries, in their relations with other areas, due allowance being made
for international commitments;

! (f) deperd, for
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(f) deperd, for its realization, on the widest possible collaboration
on the part of private enterprise;

(g) promote increzsing specialization in economic activities, in
order to improve utilization of the production factors available in the
region; ard

(h) contribute to the expansion and diversification of trade among
the Latin American countries, and between them ard the rest of the world.

2. To recommerd the latin American Governments to set up working
groups to co-ordinate all national activities that are related to the
possible future participation of their respective countries in the Latin
American common market, It shall also be the function of the said working
groups to promote the studies alluded to in paragraph 3 (c) of the present
resolution in close co-operstion with the secretariat;

3. To rzquest the secretariat of the Economic Commission for latin
America:

(a2) in order to proceed with studies on the formation of the common
market, to set up a group of high-ranking experts to be appointed by those
Latin American Govermments and other Govermments members of the Commission
which may desire to do so;

(b) to co-ordinate and arrange in systematic order the suggestions
ard observations made in the course of the discussions at the second session
of the Trade Committee, with respect to recommendations relating to the
structure armd bases of the latin fmerican common market formulated at the
Santiago and Mexico meetings by the group of experts set up urder the terms
of resolution 3 (I) of the above-mentioned Committee;

(c) to give priority to ard complete studies on the tariff exchange
and Toreign trade systems, important factors influencing productivity
different means of transport, foreign investment and other related subjects,
as regards the aspects which it considers to have a fundamental bearing on
the formation of a common market;

(d) to transmit to the experts, as well as to the member Goverrments,
in the shortest possible time, the documentation referred to in point (b)
and the studies mentioned in point (c), whether wholly or partly completed;

(e) as soon
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(e) as soon as it considers practicable, and not later than February
1960, to invite the group of erperts to hold their first session in order
that they may prepare a preliminary draft agreement on the lLatin American
common market;

(f) to serd the preliminary draft, after completion, to the Govern-
ments for their study and for any comments that they may deem advisable,
which should be made within the time limit allotted by the secretariat;

(g) to reconvene, if any one of the observations on fundamental
aspects indicates the desirability of making a new technical review of the
subject, the group of experts in order to prepare the final preliminary
draft, which shall immediately be transmitted by the secretariat to the
Governments of all member countries;

(h) to convene, as soon as it considers this feasible, and by means
of a prior communication to the member Governments, another session of
the ECLA Trade Conmittee with a view to the discussion and preparation of
the final draft agreement to be submitted to the ILatin American Govern-
ments for their signature;

L. To recommend to the secretariat of the Commission that, as
regards paragraph 3 (c) of the present resolution, it should co-ordinate
its work on the respective studies with that of the secretariat of the
Inter~American Economic and Social Council, urder resolution XL of the

Inter-American Economic Conference of the Organization of American States.

19 May 1959

/Resolution 7 (II)
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Resolution 7 (II)
STANDLD TARIFF NCOMENCLATURE

The Trade Committe,

Considering that, in order to attain the objectives for the establish-
ment of ths Latin American common market, it is necessary to standardize
the tariff nomenclature of the latin American countries,

Considering that the Ceniral American countries have already adopted
a standard tariff nomenclature based on the Standard International Trade
Classification,

Decides:

1. 7To recommernd to the secretzriat of the Commission that it should
prepare, for considersticn by the Trade Committes, suitable bases ard
procedures for the adooption of a standard tariff nomenclature in the ILatin
American countriesy

2. To suggest to the secretariat that it should crganize seminars
on customs questions, for tle purpose of clarifying customs problems common
to the Latin American countriss, especially those relating to the desired
standardization of tariff now=nclatures;

3. To request the secretariast that it should bring to the attention
of member Coverrments the backgrournd data and studies on the Standard
Central American tariff nomenclature and all other matters which it deems

of interest for tne purpose in view,

19 May 1959

/Resolution 8 (II)
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Resolution 8 (II)
MULTITATERAL PAYMENTS

The Trade Committee,

Having considered secretariat document B/CN,12/C.1/10, in which the

results achieved a% the second session of the Central Banks Working Group,
set a pursuant to resolution 1 (I) on multilateral payments, adopted at the
first session of the Trade Committee, are recorded,

Taking note of resolution 5, adopted at the same session, by virtue
of which the Central Banks Working Group requests the ECLA secretariat
diligently to pursue its studies on the possibility of gradually establish-~
ing a multilateral payments system in lLatin America,

1. To note with satisfaction the results of the secord session of
the Central Banks Working Group; ard “

2. To suggest to the ECLA secretariat that all Iatin American
central banks or equivalent institutions, as well as the central banks
of other States members of the Commission atterding in the capacity of
observers, should be invited to participate in the future activities of

the Working Group.

19 May 1959

/Resolution 9 (II)
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Resolution 9 (II)

STUDY OF T.E I 'T:iR-LATIN AMERICAN PAYMENTS
PRODBILIT WiTHIN THE COMMON MARKET

The Trade Committees,

Considering that, at its secord session, it discussed the question

of inter-Latin American payments with reference to the establishment of
the Latin American common market ard to the suggestions put forward by
the Working Group on the Latin American Regional Market (E/CN.12/C.3/9),
Whereas the said Group is in favour of the organization of a payments
and cred’ts system to facilitate the multilateral settlement of baiances
among the member countrizs as cne of the aspects of the common market.,
Considering that the views expressed at the aforementionsd session
show that opinions vary as to the best method of approach to the problem
in quéstion, ard that, moreover, the States members of the United Nations
Economic Cormission for Latin America are likewice members of the Inter-
nationai Yonetary Fund, the United Netions specialized agency dealing with
international payments ard monetary affairs, and that it is desirable that
this agency should study the payments system in a Latin American market, ard
Being convinced of the benefits that would result from a study of the

problem by the staff of experts of ECLA and IMF,

Decides:

1, To request the sccretariat of the Esoncmic Commission for Latin
America and the International Monetary Fund to collaborate in the preparation
of a report on the best way of tackling the problem of inter-Iatin American
payments in a regional common market, which will in due course be submitted
to the member countries for tneir consideration;

2. That the reports which were previously requested will not inter-
fere with the further execution of the work assigrned to the Central Banks

Working Group urder Trade Committee resolution 1 (I),

19 May 1959

/Resolution 10 (II)
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Resolution 10 (II)
MEASURES TO PUBLICIZE THE OBSECTIVES OF THE COMMON MARKET

The Trade Coumittee,

Considering that, during the discussions held at its second session,
it was made clearly evident that the Governments were interested in the
establishment of a Latin American common market as one of the necessary:
steps towards the achievement of a more rapid rate of economic developrment
and the better uvilization of resources,

Considering that these ideas should be made known to all economic
sectors and to the general public,

To request the secretariat of the Commission, through its own
information services and those of the United Nations, to disseminate as
widely as possible information on the reasons underlying the proposal to
establish the common market and thus to achieve Latin American economic
integration;

To recomnend tnat member Governments which collaborate in this work

at the national level should inform public opinion, and particularly
representative bodies in the economic, agricultural and trade sectors, of
the beneficial effects on the expansion of trade, the development of
industry and the improvement of the standard of living of the latin American

peoples which would result from the establishment of the common market.

19 May 1959
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International Bank for Reconstruction and Development (BAMK) and
International Finance Corporation (IFC)

G. Neil Perry
Borden Grayson

International Monetary Fund (IMF)

Jorge del Canto
Bduardo laso

World Meteorological VUrganization (WMO)

Rudolf Schroeder
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5, Representatives of the International Atomic Energv Agency

A, I. Galagan

Sr. Goswsni

6o Representatives of inter-governmental organizations

Inter—-governmental Cormittee for European Migration

Barthelémy Georges Epinat
L.K. Rahardt
Luigl Muida

Orgenization of American States (OAS)

Cecilis dMorales

“lba Gomez del Rey de Kybal
carics Arosemena Ariis
Armasndo Aradz

Inter-American Ezonomic and Social Council (IA-ECUSOC)

Rafael Glower Valdivieso

Europesn BEconomic Commrmit- (EEC)

Guillaume veorgec-Picob
fobert H. Faniel

European_Coal and Steel Community (ECSC)

Chiris*aki de Gernain

International Statistical Institute (ISI)

—

Tulo H, Montenegro

General Agreemerit on Tariffs and Trale (GATT)

Jean Royer

7. Representatives of Non-Governmental Organizations

Lategory &

International Confederztion of Free Trade Unions (ICFIU)

Ary Campista
Arfstides Wilson
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International Feceration of Christian Trade dJaions (IFCTU)

Emilio Maspero

World Federation of Trade Unioas (WFIU)

Vicente Lombardo Toledano
Antonio Garc®a Moreno Grassi

Category B

faahtiocind o R

Inter-American Council of Commerce and Production

Carlos Ons Cotelo

Interna®ional Fedzration cf wWoven Lawyers

Clara Gonzdlez de Behringer

8, Snecial observers

A

Pansmanisn Industrialists Syndicate

Jorge 1. Conte
Jorge M. Arias
Edmundo dolino
Vicente Pascual
Manuel S3o0lis P.

Food wWwholesalers! Association of Penaia

Mariagno Arosemens.
René Miré

Panamanian Chamber of Commerce, Industries and Agriculture

Pablo Abad
Gustavo Trius
Jorge Veldsquez

United States Chamher of Commerce

Forrest D, Murden
FEDECAME
Manuel Varela Jr.

Federacién Ibercamericana del Instituto de Cultura Hispdnica

José M, Reverte
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fnnex IT
OF 7 ITINC 4DDRESSHS AND STATATLNTS
1

Industry, on 11 Mazy 1959

It is both a great honour and a source of justifisvle satisfaction
for me to inaupgurate, on behalf of the Govermment of Penama, as linister
of Agriculture, Trade ancd Industry, the second session of the Trade
Comnittes of the United Nations Economic Commission for Latin America.

It is harcdly necessary for me to stress the sxceptional importance of the
work which is now beginning. The secord session ol the Trade Committee,
which is organically relat=: to thz eightnh session of the Zcenomic
Commission for Latin Americz, is &z milestone on the path towards a
continental concept of Letin smerica's economic development provlems
which corstitutes the besis of a regional policy for their solution,

Tndeed we may say. without any risk of exaggeration, that those tvo
sessions ropresent the culmination of a period of intensive preparatory
work pricr to the adoption :snd implementation, in the immediate future
and in each of the Latin ‘merican countries, of iocal programmes
inter-connected on a re-ional scale, which will radically transform the
living conditions of cur peoples.

It is sufficient to consider, in this connexion, the fundamentel
issues involved in the Latin dmerican common marxet znd intra-regional
rayments, which are intrinsically two closely re’ated aspects of the
primary cquestion of the region's economic develorment. The work of
exploration, research and analysis undertaken by 5CLa through its
different agencies in this field is indeed remarxable not only because
of its significance but also because of the brief spacs of time in which
it has been carried out. This work derived particular impetus irom
the establishment of the Trade Committee, which was set up at the end of
1955 to study ways and means of expanding inter-Lstin American trade
and freeing it from all the impediments inherent in the adoption of

unilateral practices by each count deriving from the need to protect
p
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their economies agairst certain trends and vonditions in external
marketvs,

A review of the work undertaken by the ECLa secretariat and by the
Trade Comnittee shows that the analysis of specific.inter-Latin American
trade problems has rervsstedly dbrought to light general problems of
economic and social development and has produced new ideas which have
shaped the preliminary concepts as to how the common markets shouid be
formed,

It would e illogical to pretend that we already have in our possession
all the mears and instruments necessary for establishing this new trade
relationship among the Latin American countriss, It is enougn to
remember the difficulties and exploratory steps that have characterized
similar efforts made in Europne for over ten years, efforts which have been
reflected in no less tnan half a dozen differen®t plans and organizations
and which orly in the past year were directed towards the formation of
the ccmmon market which it should be stressed, still consisis of only
six Western Furousen countries. In view of the stage of economic
development reached by the mzicrity of our countries, we can oniy admire
what has so far veen done in the way of researcn and the . adoption of
scme general concepts for the co-oruinatisn of our economies with a view
to hastening their transfermation,

We may rest assured that, in view of the events leading up to this
session, its activities will be singularly fruitful and that, as I havse
said before, it will represent a declisive step towards the attainment of
the objective which is dear to all of us, nagely that of ensuring that
Latin America's economic and social development advances at a steady, and
ininterrupted pace sucn that the aspirations of a&ll our peoples for a
better way of 1life are satisfied within the shortest possible time.

Cn behalf of the Government and people of Panama, I have the honour
to extend to this assembly a most cordial welcome from His Excellency
the President of the Republic, Ernesto de la Guardia Jr., to which I should

like to add my own sincere wishes for the success of the scssion,
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2
fddress delivered oy lir. Philippe De Sevnes. Under-Secretary
for Ecoromic and Social A‘Fajrh of the
bulded Nations on X1 liay 1959

3

With the study of the common market the Eccnomic Commission for
Latin #merica has entered upon a new phase. It has gone beyond the
formative stage, characterized by the exchange of information end the
cemmon study of similer problems, and is now tackling the basic problems
of regicnal co-operation, the problems of sysvematic and concerted action
by neignbouring countries to overcome the obstacles which political
frontiers, and all the administrative, cus*cms and monetary machinery, for
which they provide a pretex:, have over tie centuries put in the way of
economic developinent.

I do not, of course, underestimate the scope of the worik you have
done so far; it represents a very valuable contribution to the elucidation

f contemporary problems. It is easy, moreover, to see the underlying
principles which have led you through your earlier werk to the proposals
now kefore wou, But the work you are now undertaking relates to the
fundamental purpose which the creators of the system of rsgional
commissions had in mind ten years ago — the formation of a close and
permznent association betveen countries linked by geography and, in the
case of Latin America, by history, culiure end tradition.

It is now two years since you took up the quesiion of regional
integration and in this short time you have already made great strides.

It is, of course, necessary always to bear in mind the special character-
istics of the situation with which you are concerned and not to confuse
what you are doing with experiences elsewhere, But one cannot help
noting certain striking points of resemblance between the procedures you

ve adopted and the course you have followed and what has been done in
Furope during these last twelve years. Here, as in Burope, you are
seeking both to liberalize trade Lty reducing tariffs and other obstacles
to the flow of goods, and to establish a multilateral payments system
by organizing systematic and periodic clearing arrangements for outstanding
balances in bilateral “ransactiocns. As in Burope, some Governments are

more disposed than others to take rapid action without waiting for the
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generai structure to be completed. Regional integration is set in motion
by a series of forces which must be allowed to devslop and take shape
without attempting to meke the process conform w0 an over-simplified
pattefn in which zall the Stages have been determinéd in advarnce. &t the
same time, however, you have been careful, as in abundently clear from

the documents before you, to define the broad outline of the over-all
scheme from the outset.

This, it seems to me, 1s & new and original feature of your experiment,
The programme before you covers a sufficiently long period and provides
for a sufficiently flexible and complex system to discourage no one,

That is essential if the effort to zchieve integration is to preserve and
strengthen the fundamental unity of the continent aud not to be direcited
along lines which might create dissension or ¢ivision. That denger would
be real if the smaller groups to which I have already referred had any
tendency to become exciucsive or if they lost sight cof the over-all plan
in which euach of the twenty Republics should be eble to find a place
in the course of future years.

The Werking Group on thz Latin Americen Regional Market, with its
distinguished membership under the energetic chairmanship of lir, Galo
Plaza, is to be congratulested on having veen zble, in two sessions, to
work out a text which meests those conditions and wnich can be used as a
framework for the nursuit of further objectives vroviding for the
progressive reduction of tariffs and other custcms barriers within the
continent. An arrangement of this kind should give those Governments
which are prepared to do so an opportunity to take the necessary steps in
the near future so establish a limited free-trade arez which other
countries will be able to join at a later stage without the delays and
complications of further diplomatic negotiation.

Some may perhaps be disturbed by the provisions which allow for
differential or preferential systems within the regional system. Such
systems are, however, made necessary by tiie conditions which prevail
in Latin America., A regional association czn zucceed only if it is
based on the principle that each of the participents must receive equal

advantages. The notion of reciprocity is escential and it does not
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dllow the uniform treatment of situations which are widely different.

Regional economic integration programmes are today a subject of
lively and occasionally bitter debate. Their value, and even their
legitimacy,are frequently disputed. Such programmes, in their present
form,are a recent development and their theoretical foundations are
not yet firmly established. Economic theory in general develops only
inresponse to urgent social needs, and then not until some time after
three needs have become apparent. One word may cover many things and the
objectives sought may be widely different and sometimes not wholly
compatible., For some thes goal is the rational develorment of industry;
for some, the reorganization of the exchange system and the protectionist
apparatus, and for others, the development of markets for raw materials.
Even the argument based on the size of the mariiet, which seems to be
the strongest basis for your action here, is perhaps not accepted by all.
Although it is regarded as decisive by some, its relevance for others
will always depend on developuents in the world arket; it applies
essentially to situaticns marked by a level of development which some
countries of Latin America have by no mesans yet attained, But there is,
I think, one idea that is common to all the CGovernments, the conviction
that the efforts to establish a common maiket, whatever their impact on
a particular situation at a2 given moment in history, can contribute
substantially to the conrolidation of a stronger association, better
able te play its part in dealing with the forces whose inter-relations
affect conditions on the world market,

Regional integration is often even more bitterly attacked when it is
judged, not in the light of the needs and conditions of the region
concerned, but according to the criteria of a world policy, in the light
of the efforts made towards the progressive construction of a better
integrated international system, or even of the hope of achieving such
a system, In this connexion, we have to consider not only an analysis
of comparative advantages, but also a whole body of doctrine, at least a
series of principles, painstakingly evolved during the‘post—war period.
This is a point which must necessarily.receive the attention of this

Committee, which forms part of the regional instrument of a world .
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organization., And it cannot be denied that arrangements of the kind
envisaged might possibly develop into a new war machine in the service
of a protectionist policy, in complete disregard of the reguirerents qf
the world economy. It is for this reason particularly gratifying that
your Governments should from the outset have decided to ensure and
maintain contact with GATT, whose system and principles, however inadequate
some may find them, have nevertheless introduced a minimum of rationaiity
in a very substantial area of world trade. There is every reason to
believe that it will be possible to deal with the problem of the

regional integration of the Latin American countries in accordance with
the rules of reason and common sense, avoiding the hazards of excessive
dogmatism,

First of all, it should be easy to recognise that, although the
development of a common market will entail a certain amount of
protectionist machinery, that is due not so much to the‘regional approach
as to the heed of the Latin American countries for industrial development.
There might be a danger of confusion if new tariifs on imports from tﬁe
outside world coincide with the first stage of liberaiization inside
the Latin American area. The alternative here is not less external
protection, but the protection of a less rationally organized industrial
system. |

It would seem also that some of the objections raised in the past
with regard to preferential tariff systems have lost some of their ‘
relevance. A tendency has gradually emerged to give them at least the
benefit of the doubt, to regard them as a useful if not inevitable.
stage in development towards a more nearly universal system, We
cannot in this context forget the experience of Europe and the weléome
given a few years ago; in  the name of the universalist principle, to
the Buropean Payments Union. The benefits of that Union haﬁe‘since
become evident. Similarly, the liberalization of trade withiﬁ'OEEC was
formerly based on a policy of systematic discrimination with regard
to the dollar zone.

Tt was none the less greeted as a major contribution to the policy

of eliminating customs barriers.
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There is also an increasing degree of speculation as to whether the
world would not be easier to organize economically if the game was
played by fewer and less unequal partners. There is some reason to
believe, for instance, that negotiations on tariffs would receive fresh
impetus if the concerted action of certain groups of Governments reduced
the risks now inherent in the most-favoured-nation clause, Thus a new,
more discerning and more tolerant, dialectic of ends and means is taking
shape, and may provide the framework within which the projects you are
examining today can find their legitimate place,

I am stressing, perheps indeed labouring, qusstions to which you
have already doubtless found an answer, bBut I am for:ed to do so by
my position in the United Natiéns. An organizanion like ours, which
from the outset has endeavoured to combine the regional approach with
the endeavour to achieve a world order, must necessarily be alert to
the latent confiicts which may sei the one against the other. That is
why it is, in my view, so important that regicaal integration projects
should have taken shape within the United Natione, and I should like to
express the hope that they may continue to be developed in association
with it, That, it scems to me, is a strong safeguard that the
interests of the region will be brought intc harmony with those of
the world as a whole.

There is another reason wihy the United Nations is continuing to
help the American States to establish a regional market., = 4s an
institution, the Organization has proved itself perfectly adapted to
the needs of such an undertaking. It has provided studies and
analyses to Governments, in other words, the necessary theoretical
basis for action. 1t has also provided a centre for consultations, thus
reproducing on the econciic plane a process which has been developed
in recent years in the poiitical field. Your Executive Secretary has
been able to gather around him both independent experts and persons
responsible for Government policy. He has been able to bring them
together empirically, as need required, so that the various aspects of
the problem could be considered successively and separately without

losing sight of the needs of the over-all plan. This form of
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inter-governmental co-operation is in miny respects more constructive
and fruitful than the routine work of the United Nations often proves to
be, based as it is entirely on public debate, It makes for an easier
and speedier passage through certain stages, and lays the foundations
for a really informed and constructive public debate. Such opportunities
have always been provided by the Organization. But they have hitherto
been used only sporadically and the experience gathered here may serve
as an example to the entire Organization. In any case, it gives us an
assurance that the United Netions can continue to render increasiﬁgly‘
effective service to Governments in a venture which promises so much.,
Statement made by Mr., Raul Prebisch, fxecvhive Secretary

of the Econoriic Commission for Latin america,
on 11 rayv 1959

First and foremost, I should like to add my expressions of gratitude
to the Government of Panam: to those already voiced on behalf of the
United Nations by the Under-Secretary for Fconomic ‘and Social Affairs,
Mr. De Seynes; and also wisih to thank the Minister of agriculture, Trade
and Industry of Panama very sincerely for his words of encouragement
to the ECLA secretarist.

Nor could I fail to take this opportunity of offering my grateful
thanks to the Head of the delegation of Argentina for his heartening
remarks aboup our work, and to you, Mr, Chairman, my very great
appreciation of all that you have been kind enough to .say of ECLA's
activities. = And, although I may perhaps be slightly exceeding my
functions as an official of the secretariat, I should also like to
express my deep satisfaction at seeing you take the chair at a session
of the Trade Committee which will indubitably be of far-reaching
significance for Latin America., The chairmanship of Mr, Garrido Torres
might be described as a happy instance of historical continuity. It
was he who, in company with other economists, launched, when the right
moment came, the idea of the Latin American common market, = He, among
others, expounded it brilliantly not only in his own countiy, but in
other circles on which the future of the idea would to some extent

depend. I am contident that, as on previous occasions, Mr. Garrido Torres
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will discharge his responsibilities at this session with wisdom agreeably
salted with wit.

Since the first session of the Trade Committee, a series of
important meetings have been held, the results of which will be considered
on the present occasion. The Working Group on the Latin American
Regional Market has met twice; the Central Banks Working Group held its
second session at Rio de Janeiro to discuss the payments problem; and,
under the auspices of ECLA, four series of consultations on trade policy
have taken place, two with experts from the southern zone of South
America and two with consultants from Colombia, Ecuador and Venezuela.
A1l these meetings served the single purpose of clearing the way for
definitive proposals in comnexion with a multilateral payments mechanism
and with the common mariet of which such a mechanism is an essential
part.

The consultants on rade policy from ths southern-zone countries, at
their second session, h2ld recently in Santiago, Chile, drew up a draft
agreement on a free-tirade zone which, in my view, is technically
excellent, - The Gecvermments concerned will no dourt take the opportunity
afforded by the preceant contact with other Governments members of ECLA
to explain the scopve of this araft agreement, I ounly want to mention
here cne fact to which the secretariat attaches considerable importance
in connexion with the wori that is being done in this field.‘ The
draft agreement was dictated by the pressure of circumstances and the
need to prevent trade among the southern-zone countries from being
seriously affected by the repercussions of tariff and exchange reforms.
Even so, the high technical quality to which I have pleasufe in calling
attention may perhaps make this instrument the initial step in a much
more far—reaching course of action, " |

In this connexion, the trade policy consultants who studied the

~draft agreement seem to me to have adopited a very heppy decision when

they resolved to suggest that their respective Governments should

pronounce themselves convinced of the absolute need for this instrument

to remain open to other countries which might desire toaccede to it. Nor was

this all. They also recommended - and this is a suprenely imortant point - that

/the Governments
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the Governments in question should declare their willingness to renegotiate
the instrument, in such a way as to afford ample scope for all the other
Latin American countries to participate in this new negotiation, once

their Governments had reached agreement or the bases for the common

market, And in taking this line, the consultants clearly demonstrated
their conviction that such an instrument ought at no time to assume

the character of a closed shob.

Similar considerations were put forward a very few days ago at the
consultations on trade policy held at Caracas, This series of
meetings, like those held by the southern-zone coun*ries, also resulted
from the need to devote immediate attention to cartain trade problems.
The consultants submitted a number of recormendations to their Governments,
not only in relation to trade policy, but also with regard to the need
for co-ordinating their economic programming efforts, as well as
certain activities such as those connected with neritime and air
transport. But, again like the southern-zone consultants, they placed
on record their opinion that the results of whatever conmon market
agreement might be concerted should be incorporated into any temporary
arrangements that circumstances might induce the authorities in their
countries to decide upon, and submitted a recommendation to their
Governments to that effect.

All this represents a full and satisfactory response to one of the
major preoccupations evinced by the Working Group on the Latin American
Regional Market, both recently at Mexico and at its first session in
Santiago; namely, that the aim should be for the Latin American common
market to include the largest possible number of countries within
the geographical orbit of Latin America, And I stress this point,
because I consider it to be of supreme significance. It is not -
happily for Latin America -~ that I have observed the slightest
tendency towards exclusiveness. But what I have noted, on the other
hand, is a certain doubt, a persistent doubt in some cases, as to
whether the common market could or should be extended to the whole of
Latin America. Such misgivings are engendered by a static conception
of the common market problem. What is the point,it is ofien asked,of form-
ing a common market in which the southern-~zone countries join with
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others like Mexico, when there is no trade between them? But the very
reason why there is little or no such trade is that in Latin America the
outmoded patterns of the nineteenth century still prevail., The creation
of a common market at the present stage of energetic industrialization,
5o necessary to the countries of Latin America, would aim precisely at
breaking up those outmoded patterns so that existing intra-regional
commerce might be supplemented by trade in industrial products.
Consequently, if a dynamic approach is adopted to the common market protlem
it seems patent that, given the need to accelerate Latin America's
industrialization process, all the countries, large, medium~sized and
small, ought to join the market in order to endow it with the breadth,
depth and efficacy which iv would otherwise lack, if the Latin American
countries continued to be grouped in a series of isolated sub-divisions,

The second report of the Working Group, drawn up in Mexico, is a
sequel to the first, and can only be intervreted in close relation to it,
since for obvious reasons it was felt desirable not to revive at the
second session topics whilch had already bteen dealt with at that held in
Santiago. The idea of discussing both documents together therefore seems
to me very sound.

I do not regard the proposals made at lexico as in any way final,
and I should like to rezall the terms in which the Chairman hinself, as a
member of the Working Group, stressed at the closing meeting that they
represented a step forward, but not yet the decisive step. That would
be impossible, in so intricate and complex a field as will be studied at
the present session. The greater the knowledge acquired concerning
Latin America's real situation, and the more the common market problem is
discussed with those qualified to express representative and authoritative
opinions, the stronge:~ does the conviction become that ideas which formerly
might have seemed very well-grounded mey lack foundation, or at least
require adaptation to circumstances that at the moment when they were
formulated could not be clearly descried. These two reports seem to me
to provide sufficient data to afford the Goverrments assembled here an
opportunity for thorough discussion of the problem, so that the secretariat

may be given an indication of the lines on which it should proceed with
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the work, Not ohly‘will it be possible to establish guiding principles,
but also to decide upon the form to be assumed by the task that lies
ahead. Perhaps the Goverrmgents represented on this Commiﬁteé, after the
next few days' discussions, will decide to maintain the WOrkihg groups

in which distinguished experts participate in a personal capacity. Or,
again, they will perhaps consider that the time has already come to
operate at governmental level and to appoint a committee of Government
experts, so that the work may be pursued in close contact with the
anthorities and with the representative economic forces of each of the
countries concerned.

The foregoing is a question which I should lilte to take this
opportunity of submitting to the Committee for its consideration, In my
opinion the Mexico bases are of considerable merit because of their
Jucidity and because of their concrete approach to the probvlem, while at
the same time they make no claim to establish solutions too inflexible to
be adapted to the unequal stages of economic development reached by the
countries of Latin America. The point of departure is a simple and
feasible idea, What Latin smerica needs during the first phase of its
common market is a substantial reduction of tariff duties and, within
a reasonable time-limit, the total abolition of all such restrictions as
hamper the flow of trade.

It is therefore recommenced that Governments should engage to reduce
and abolish restrictions, over a period of ten years, in such a way that
the average level of customs duties should not exceed a certain figure,
in relation to the total value of each country's imports, Thus, the
system of averages is the proposed means of determining the commitment to
be undertaken by the contracting parties. This is no mere arithmetical
device, It is, in my orinion, a happily-conceived formula whereby a
series of difficulties that were cited as motives of cohcern at the
sessions of the Working Group can be circumvented. The foremost of these
is the problem of how to establish specific and clearly-defined inter-
governmental commitments while at the same time ensuring that, during this
formative phase of the common market, the Governments concerned should
be allowed all the freedom of movement they required not only to make
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the requisite adjustments to the changing features of the real situation,
but also‘fo safeguard certain industries and activities from the disastrous
conseguences which sudden competition from imports might otherwise produce.
Thus, under the system of average, a Govermment could abolish or reduce
duties on imports of certain goods of which the manufacture is not at
present developed or established. This would cover the whole immense
range of capital goods; intermediate products, motor-vehicles and other
items which as yet are not produced or manufacture of which is barely.
beginning in Latin America. These are the fields in which the Governments.
would be able, with great freedom of movement, to zdopt extremely progressive
decisions, while in respect of other goods, current production of which
would be placed in a vulnerable position, the suthorities could act with
caution, leaving certain duties almost or enlirely untouched, so as to
prevent the common market from distorting the development of existing
activities.

In other words, I believe that with the system of averages a solution
has been found for a problem of vital importance - that of resolving upon
a specific and clearly-defined commitment which at the same time would
impart to Government action a great measure of flexibility in the application,
through successive negotiations with other Governments, of the reductions
which each one might deem it expedient to introduce, always providing that
such reductions would ultimately bring duties cown to the average agreed
upon by the end of the period., A possible subject of discussion would
be whether a single duty average in relation to the value of imports should
be adopted for all trade items, or whether it would be better to establish
three groups of goods, as recommended by the Working Group. I offer
this suggestion not in a dogmatic spirit, but simply as a basis for
discussion and a means of chamneling or organizing it. Other variants
might of course be introduced to improve upon or modify the Working
Group's proposals, but the fundamental idea of a specific commitment seems
to me of decisive importance for the success of the coimon market, since
if such a commitment, however modest, did not exist from the outset,
negotiations might be jeopardized, inasmuch as they would be conducted at

random, in pursuit of no definite course. The system of averages, on the
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other hand, would make it possible for such negotiations to follow a
clearly-marked path, towards a gquantitative objective duiy defined in the

agreement signed by the Governments.
Another of the advantages of the procedure of reduction to an average

is that it allows a differentiation to be established between those Latin
American countries which are in the initial stage of development and those
which have advanced somewhat farther, In this connexion, the meetings of
experts at Santiago and Mexico did admirable work, in that they had the
resolution and temerity to establish a principle entirely new in Latin
America, namely, that equai treatment carmot be accorded where inequalities
in trade and industrialization situations exist, Guided by this
consideration, the members of the Group are submitting to the Governments
a proposal to the effect that the aversge level of duties which would
constitute the target for the first ten years might be higher in countries
at the initial stages of industrial development.

The question might be asked, however, whether from the industrial
standpoint such a procedure might not encourage the less aeveloped countries
to repeat the same mistakes that have been made by the larger countries of

.Latin America, and attempt to establish all industries in their own
territory, regardless of ccnsiderations of specialization and economic
dimensions. If the smaller countries were accorded a higher level of
protection than their bigger neignoours, would they not be led into
undesirable industrialization practices? Would not this encourage them
to extend their production plans to all consumer goods and later to the
anti-economic manufacture of capital goods? If the Working Group's
recommendation had stopped short here, zeal for the welfare of the less
developed countries would unguestionably have precipitéted them into forms
of economic autarky which are nowadays unacceptable; but the Group has
wisely supplemented its first recommendation with another to which
substantive importance must also be attributed. Thé aim 6f this second
formula is to offer countries at the initial stages 6f development a
further possibility, consisting in the special concessions granted by the
larger to the less developed countries to stimulate the latters!

industrialization process. As a result, the industrialization effort of

/a less
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a less advanced country, instead of being circumscribed by its own frontiers,
would be able to take full advantage of the scope and opportunities offered
by the markets of the bigger countries in order to sell such industrial
exports as its'lines\of specialization permitted, In this way, every
country in the initial stages of development would be in a position to
choose between two alternatives, one bad and the other good., It could
either endeavour to establish industries at any cost and in any order; or
it could base its industrialization effort on a broadly selective criterion,”
so that, instead of attempting to produce all it consumed, it would cons@me
part of other countries! production in exchange for such agricultural and
industrial goods as it could send to those at a more advanced stage.,

I should like to emphasize the term "agricultural and industrial.

One of the points stressed by all the members of the Working Group has
been the concept that the industrialization of the less advanced countries
is as important as that of the larger countries, or even more so, at the
present stage of ecornomic development, inasmuch as Latin America could

not now contemplzate a recurrence of the traditional phenomenon of the
international division of labour which we were taught in our youth, and
which relegated certain countries to the category of primary producers and
assigned to others thes priviiezed role of industrial manufacturers.

This arbitrary casting of roles should on no account be repeated in
Latin America, and the common market would constitute the only means
whereby the less advanced countries could develop their industries along
rational lines, Of course, the differential treatmnents suggested deprive
the project of the charm of simplicity; but, as matters really‘stand, such
simplicity would be purchased at too high a cost. It would imply the
reduction to a common denoninator of differences which at the present
moment cannot be reconciled, Such inter-country distinctions will
necessarily have to be drawn in any common market programme if it is to
work well in practice once it has become a reslity. Nor does this apply
only to the countries at the initial stages of development. There are
undoubtedly other Latin American countries whose industrial sector is

destined to develop vigorously in the course of the next few years; I have

/noted in
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noted in their case, however, the existence of very grave apprehensions
lest the common market might frustrate their industrial development plans.
In the countrieslconcerned, owing to a particular set of circumstances,
the high wage levels registered do not represent a high level of
productivity, and, furthermore, are accompanied by a high cost of living.
All this is the result of special circumstances,  If the countries in
questions were to join the common market on the same terms as the rest,
they would almost certainly be unable to avoid distortion of their
industrial development plans or to take due advantage of the opportunity
of specialization ir industirial exports which ti:e market in cuestion
would afford them. Why? Precisely, beca «e of tnei:r heavy costs,
deriving from high wages and the high cost of living.

For such countries to be enabled to Join ti.e common market, I believe
it would also be nscessary to devise formulae calculated to permit and
encourage their accession. Obviously, ths mors distinciions are drawn,
the more intricate the apparatus will become and ~he less simple the
operation. An effort will hevs to be made to iniroduce as few complications
as possiblie, but some crs bound to be entailed by the adaptation of the
common market project to the widelw differiny circunstances characterizing
the real state of affairs in Latin Americs.,  However, there is one over-
riding principle to wiich absorption in these pertial aspects should never
be allowed to blind us. it is a general princirle wizich should pervade
every common market programme, and to which Mr, De Seynes referred in hi
address this morning - the principle of reciprocity. It was given clear
expression by the Mexico Working Group in the declaration. that no Latin
American country ought to be able to derive more advantages from the commén
market than the rest, And it was reflected in the following specific
formula: any country whi:ch, by virtue of the conmon market, and irrespective
of situations previously existing, tenced to show a persistent excess of
exports over imports should adopt additional measures to reduce or avolish
duties and restrictions, in order to allow the other Latin american
countries a foothold ir its own market for their primary or industrial

exports.

/This is
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This is nbt a principle of equilibrium. Numerous arguments might be
adduced to show how absurd it would be to attempt to break down the
concept of the international balance of payments into two sub—divisions,'
i.e., equilibrium among the Latin American countries on the one hand, and
between them and the rest of the world on the other. There are elementary
reasons for shunning such a procedure, It is not concern for the balance
of payments that is implied in allusions to reciprocity, but anxiety to
ensure all countries equal and positive opportunities of sharing in the
benefits of the common market,

It should not be forgotten that the opersiion of the common market
will be mainly evidenced - especially during its earl;” days - in a
transformation of the *traditional import substitution policy pursued in Latin
America during the last thirty vears, The common market will offer any
given country a choice between continuing to subctitute domestic production
for imports within a watertigut comrartment, or sharing with other
countries the task of indusitrial import substitution. and if this
divisionvof an arduous and iacreasingly difficult labour were not effected
on bases of reciprocity, the common market would hamper the growth of
those countries which were unable to contribute to its development
through their own industriszl export trade, If a country failed to find
an outlet for its indus*rial production in the common market, it would
be better advised to continue its industrialization pirocess in a watertight
compartment than to forego that essential reciprocity. I therefore hope
it will be possible to devise adequate formulae, thanks to which this
principle will not be a mere abstract theory, but will be operative in
practice, since otherwise the common market ‘could not function
satisfactorily.

It is clear from the foregoing that a dividing-line must be drawn
between this concern for reciprocity and the motives on account of which
a multilateral paymcnts agreement is regarded as an essential part of any
common market system in Latin America. -In this connexion, too, 1
believe that positive strides were made at thie two sessions of the Central
Banks Working Group which, in compliance with the instructions of the

Trade Commitﬁee, the ECLA secretariat organized at lontevideo and Rio de

/Janeiro, respectively.
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Janeiro, réspectively. At the second of these sessions, mechanisms crezted
at the first were perfected, with the result that:a,draft protocol was
prepared, establishing, for the first time in Latin America, communication
among the bilateral accounts of countries in the southern‘zone, so as to
render balances transferable from orne such account to another, We are
well aware that the arrangement as it stands at present is modest in its
scope, but, apart from solving certain problems, it will have comsiderable
merit because of its experimental value, It may, I hope, serve to reveal
the possibilities for the gradual loosening-up of the bilateral accounts
régime and its ultimate transformation into a multiletersl payments
system, which will be the more efficient the greater the number of countries
included and, therzfore, the larger the volume of goods negotiated through
such agreements, At the suggestion of the Central Banks Working Group,
the secretariat has continued to study the prospects for the gradual
evolution of the southern-zoue bilateral régime towards a Latin American
multilateral payments system in harmony with common market objectives.

If the market is to develop smoothly, the eiimination of payments
difficulties is an essential requisite, and there will be no means of
facilitating payments cr compensation among the Latin American countries
until intra-regional trade is energetically promoted. Herein lie two
aspects of one and the care provlem,

I have more than once ilald stress on the fact that there is no simple
solution where the common market is concerned. Unfortunatelly, we are not
confronted with a problem that could be settled once and for all by means
of a felicitous formula. It is our conviction that such a formula is
beyond our reach; the utmost we might achieve would be a series of
instruments, including one of a preferential nature to be applied in
inter-Latin American trade, which would enable the Governments to progress
little by little towards the attainment of the basic objective, namely,
the common market. The use of such instruments by those not fully
convinced of the vital needs of the common market would be foredoomed to
failure; hence their application would have to be subordinated to the
implementation of a policy which, it must be confessed from the outset, is

extremely difficult to pursue. It will not be easy to bring the common

/market into
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market into operation, nor to establish a multilateral payments system in
Latin America, nor to adjust inter-Latin American trade relations to the
region's trade relations with the rest of the world., This last is an
essential requisite if trade with countries outside the region, far from
being adversely affected, is actually to be expanded in consequence of the
existence of the Latin Amsrican common market,

We are sure that this will be the case, but it would be a mistake to
disregard one factor which is of fundamental importance at the present
stage of Latin America's economic development, characterized as it is by
a weakening of the external forces which foimerlv stimulated the region's
spontaneous growth, so that much of tihe impetus tims givea in the past has
now been lost, Latin America will not be able to continue developing
spontaneously at the rate call:d for by the social requirements of economic
development, by the need to raise the standard of living of the population
as a whole. Consecuently, the common market quesﬁion is part of a serious
problem with which the region is faced - that of cdeliberately and
intelligently mustering the vital forces of Latin america, with clearly-
defined aims and tenacity of purpose, in a co-ordinated endcavour to bring
about a state of affairs in which a flourishing economy will generate its
own development, a consummation not to be expected within the.next few

decades,

Jdmex III



E/CN.12/C.1/15/Rev,2
Page 70 ‘

Annex III

STATEMENTS BY DELEGATIONS IN CONNEXION WITH THE ADOPTION OF
THE COMMITTEE'!'S RESOLUTIONS

When the resolutions of the Committee were adopted at thé'méeting held
on 19 May 1959, some delegations requested the secretariat>to ensure that
their relevant statements wers expressly placed on record in the present
report. Accordingly, the declarations made to the seéretariat, classified

under the resolutions to which they refer, are summnarized below,

Resolution 6 (II)
WORK FOR THE ESTABLISHMENT OF THE LATIN AMERICAN COMMON MARKET

1. The delegation of Bolivia expressed the view that the wording of
paragraph 1(d) of the resolution was too gereral, and pointed out that the
basic requisite for an effective common market was equality among member
countries, so that eQuilibrium among their economies could be created and
maintained, TFree trade tended to aggravate the disparity between the
more and less priviléged countries, from the time wnhen the latter found
themselves compelled to offer their gocds at abnormelly low prices, Among
the problems that would have to be solved were the following, In the
first place, the level of the existing disparities would have to be defined;
secondly, the less developed countries would have to be given the requisite
financial assistance to enable them to diversify their economies and
strengthen their positi»n vis~b-vis economic fluctuations; and, thirdly,
the raw material situation would have to be improved, Lastly, the
principle of exceptions to -the progressive reduction of tariff duties and
other measures in the case of the less developed countries should be fully
recognized, The countries in question would thus be able to join the
common market in the knowledge that their interests would be duly safeguarded.
2e In the opinion of the representative of Brazil, tne constitution of

a free-trade zone might be regarded as an interim measure, since the final
objective of a common market should be the establishment of a customs

union at the earliest possible date, It was very important that certain
basic studies should be carried out without delay, and, likewise, that the
opinions of Governments should be ascertained in good time, Since Govern=
ments might be forced to change their attitude by force of internal

/circunstances, decisions
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circumstances, decisions should be established on the basis of an objective
evaluation of each country's economic situation, and all the productive
forces ought to be induced to accept the idea of the common market, He
therefore adﬁocated caution at the present initial stage, while at the

same time stressing the need for progressive continuance of the pertinent
studies,

3. The reﬁresentative of Colombia spoke in favour of the resolution, on
the grounds that it made allowance for the special circumstances of
individual countries and constituted an importent advance towards the
establishmeit of the common market,

L. The representative of Cuba said that, while supperting the resolution,
he would have preferred that, instead of a group cf experts such as was
specified in paragraph 3(a) of the operative part, a committee of Government
representatives should bz set up, He also noted that the resolution
embodied no precise definition of the procedciure to be followed once the
group of experts had prepared a preliminary draft agreement, although

the attainment of that staze did not mean that Governments had to take
immediate action, On the coatrary, the inplications of accession to a
common market agreemert were so far-reaching that such a step woulid call
for thorough study.

Again, with respect to the establishment of a free-trade area for the
four South American countries, the Goverrment of Cnba could not recognize
the agreement concluded by the countries concerned, as it had not
participated in the relevant discussions, He nevertheless supported the
efforts of the Central American States in the direction of economic
integration, since thay were in a special position and action taken by
them could in no way be prejudicial to the coumon market.

5« The representative of &1 Salvador, speaking on benhalf of the Central
American countries, said that at their present stage of economic development
they would not be able to participate individually in the common market.
They were trying to set up a sub-regiocnal market of their own. It was
essential that the common market agreement should tsxe that situation into
account, so that the pertinent commitments assumed by the countries

concerned should not be affected,

/6. The
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6. The representative of Mexico declared that although the resolution
adopted did not expressly fix the date for the meeting of the group of
Government experts and for the third session of the Trade Committee, as
had been done in the draft which had been presented by his delegation and
that of Cuba and which had afterwards been withdrawn, he was nevertheless
prepared to give it his support, because, like other delegations, he
considered that the secretariat was best qualified to set the dates for
the various phases in the preparations for the common market, and because
he thought it would be possible for the group of experts referred to in
paragraph 3(a) of the resdlution to be convened very shortly.
7. The representative of Panama, expléining why his delegation was voting
in favour of the resolutioii, stated that in his opinion the only practical
step that could be taken for the time being was to prepared the ground
for the requisite studies to be carried out, before the common market
agreement was more specifically formulated,
8. The representative of Venezuela exnressed his Government's satisfaction
with those parts of the resolition that related to the setting-up of a
group of experts, as indicated in parazraph 3(a). He also attached
particular importance to the studies recommercded to the secretariat in
paragraph 3(b), since they would provide a firm foundation for the
establishment of a common merket adopted to the differences of economic
structure, relative production costs and other featires characterizing
the Latin American countries,

In his opinion, the Mexico report formulated proposals with a view
to adjustments of that kind, and the new studies to be made would show
that the success of the agreement would depend fundamentally upon a market
structure based on flexible principles, which would enable countries at
the early or middle stages of development, or with a special composition
of production costs, to adapt themselves to the system gradually. He
would have liked to see included, in paragraph 1(d) of the resolution,
some sbecific mention of the inequalities deriving from a particular
composition of costs produced by structural distortions, as was the case
in Venezuela,

/In conclusion,



E/CN.12/C,1/15/Rev.2
Page 73

In conclusion, he declared that he endorsed the resolution in the
form zdopted, because it indicated only the general principles of the
common market, but that his Government would present Venezuela's. points
of view in due course, so that special norms might be established for a

situation such as that cf his country.
Resolution 8 (II)

MULTITATER.L PAYMENTS

The United Kingdom representative referred to the statement made by

his delegation at the plenary meeting of the Commission on 16 May 1959,1/
to the effect that, in its view, the proposals in the itio de Janeifo
Protocol were unlikely to have the results hopea for. His delegation

was therefore unable to assocliate itself with the expression.of approval
implicit in resolution 8 (II) of the Trade Committee. If the Protocol
were accepted as the basis for a regional pavmerts system, the United
Kingdom delegation hopsd thzt a definite term would be set to the operation
of the agreement and that provision would be included for the replacement

of the agreement by a fu’lv automatic srstem.
Fesolution 9 (II)

STUDY OF THE INTER=-LATIN AMERICAN DAYMENTS PROSICLD WITHIN THE
COMICN MATLE

l. The representative of the United Statcs declared that his acceptance

of the resolution shculd not be interpreted as implying any change in his
Government's opinion that a payments urion was not necessarily desirable
as a complement to the commcn market agrecment.

2. The representative cf Venezuela informed the Committee of his
Government's interest in thae report submitted by the Central Banks
Working Group (E/CN.12/C.1/10), and said that the working-out of such

a system as was thercin proposed might be a satisfactory instrument for
the common market, However, he pointed out that his country'!s special

position necessitated a more thorough study of the subject.

1/ See document E/CN.12/SR.74 (VIII), p. 6, and Information Document
N°19 of the eighth session of the Commission,

/He likewise
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He likewlse added that his Govermnent would continue to co-operate
with the Working Group in its effort to devise a satisfactory solution -
of the payments problem.

On the other hand, he voiced same concern as to the methods of
accession to the system that might be appropriate for countries which
at present effected their payments in freely convertible currencies and

on fully multilateral bases,

3. The representative of the Internationsl Monetary Fund said that his

Organization was interested in the resolution zdopted, and that he had
received express instructions to support it and to offer the Fund's

fullest co-operation in efforts to solve so vital a problem,









