UNITED NATIONS

E C O N C) M I C E%I%Rﬁ/c 1/SR.6
AN D 13 M:;y 1939 )

CRIGINAL: ENGLISH

SOCIAL COUNCIL

ECONOMIC COMMISSION FOR LATIN AMERICA
Trade Committee
Second Sessicn

SUMMARY RECORD OF THE SIXTH MEETING

Held at Panama City, on Tuesday, 12 May 1959, at 9.45 a.m,

CONTENTS:

Commen market: (b) study of its possible structure
(£/CN.12/C.1/9) (continued)



E/CN.12/C.1/SR.6

Page 2

PRESENT s

Chairman: lr, GARRIDO TOIRES (Brazil)
Vice~Chairmens  Iir, PAIDO H eru
Mr, CHAMOARO Paraguay
Rapporteur: Mr. SALGADO Eeuador
Members lir, MUSICH Arzentina
Mr. HAUS S0LIZ Bolivia
iw. da SILVA Brazil
Mr. MARTY Chile
Mr, SRANCO Jolonbla
Mr. MOTERA BATIES Costa Rica
b, VARGAZ GOLEZ Cuba
lir, MOWSEDRAT =
Mr. YIROVI ’ Ecuador

¥, MORALE:S RODLIGUEZ El Salvador

Mr., CABOUAT France

M. RODRICUEZ GENIS Cuatemala

ir. ORDONEZ Honduras

m (}A_PECI{L hEYNOE)O Mexi co

Mr, CALFOS SALAS

Mr, DE CASTRO Netherlands

Iiv, CASTILLO Nicaragua

Mer. CARLES Panama

Mr. CERRO CEBRIAN Peru

Mr. BRAIN United Xingdom of Great Britain

and Northeran Ireland

/Mr. RANDALL



Mr, RANDALL
Mr, PONS
Mr, D'ASCOLI

ALSO PRESENT:

Observers from States Members
of the United Naticns not
members of the Committee:

Mr, HOLLAI

Mr, BARBOSI

Mr, JELEN

Mr, SANCHEZ BELLA

Mr, BAZIKIN
Observer from a State not a

Member of the United Natiens,
attending in a ccnsultative capacity:

Count PAPPENHEIM

Representatives of
specialized agencies:

Mr, AQUINO
Mr, del CANTO

Representatives of inter-
goverrmental organizations:

Mr, de GuRMAIN
Mr, FANIEL

Mr, ROYLR

Mr, MORALES

Mrs, KYBAL

United States of America

Uruguay

Venezuela

Hungary
Italy
Poland
Spain

Union of Soviet Socialist Republics

Federal Republic of Germany

Food and Agriculture Organization

International Mcnetary Fund

Buropean Coal and Steel Community
European Economic Community

General Agreement on Tariffs and
Trade

Inter-~American Economic and
Social Council

Organization of American States

/Secretariat:



E/CN.12/C.1/5R.6
Page A

Secretariatb:

Mr, PREBISCH Executive Secretary, Economic
Anerica,

Commission for Latin £

Mr. IVOVICH secretary of the Cormitiee

/COMBON HANKET



COLRION MAUKET () STUDY OF ITS POSSIPLI STRUCYIIR

ceuwsive soecrctary, Eeonondic Commlssion ror Latin
that in continuing ive discusslon of vhe tases Lo a

enent setting, up the Latin American common

Lion ITJ1) membuis:

shpld refrein fron o

conitziptes which wigsht

L Jorting Group or

set up foe th ow poso,

It was_go agreed.

AJTIII. Gustoae

clization regime.

Lo, SITA (Brasil) thoushd that some distinciion should be mace, in

the mevhods anpliced, between custons dubies and other

gimilar in

vrlotions of an adninistrative kind -~ the

thelr nature could not be progressively reduced,

(Guotencle) entirely wrreed itk

(ST

" Brazil; hoe would even suggesd that the second darejranh

hovld DHe reurafved Lo Lndicate that nonetariff resiricitions

entirely climinated, or converiod into customs duties, before

the initiation

of the proncsed procoss of

v

reducitlon.

its further work

[aiy

the subject

the practlice follicved

in the matter in the setlting up of the European common markeb.

[ir. HAUS SOLIS



F/CN.12/C.1/SR.6
Page

s

Mr, [AUS UOLIS (Bolivia) pointed out thot some non-tariff restrictions,

for instence import quotag, were susceptible of gradual reduction.

Y

Mr, DVASCOLI (Venezuela) thought that there might be some conflict

between the provisions of parsgraph (b) in scction III.3 and the second
paragraph of scetion ITI.3 if the latber were amended in the way suzgesbed
by the representative of Guatemalaj; the two provisions shoulc be
into line.

he point the Brazilisn represcentative had in mind was perhaps nct

entirely covered by the text as 1t stood; some provision ocught to be made

? 0

Tor such cases, ag had been done in the CGencral Agreement on Tariffs and
Trade anca the Havaena Charter, The cuestion only arose, of course,

during the initial stages; 1t would resolve itsclf automatically

ﬂ
()
H
o

the final stage.

Mr. DE CASTRO (Net anda) thousht that the practical procelurs
would be to suspend non-tariff restrictions with a view wltimately to

ATV, Classificetion of vroducts

Mr. FRANCO (Colombia) suggested thas s be wiser bo divide

products into five or six categories rather than three; that could be
done by sub-dividing the first and second cavegories into two. The
sub-division of the first category wvas particularly important, since

foodstulfs and industrial raw materials warranted cntirely different

treatment,

/iir. PREBISCH
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lr. PREBISCH (Executive Secretary, Econoaic Comwission for Latin

America) reminded the Committee, that the greater the number of specific
reduction targets laid down, the less latitude Goveramments would have in
appilying them., The intention behind the broad grouping into threec
categories had heen tc allow the maxinum flexibility in the application
of reduciions.

AV, Pirrorramme for the {irst stage

Mr, D'ASCOLI (Venezuela) believed that during the first stage an

attempt should be made to devise a special system for agricultural
products in the light of actual conditions, as had been done in the case
of the Benclux arrangements., Agricultural goods could not be dealt with
in the samc way as capital goods, sincc conditions for their production
were ‘nov uniform throushout Latin America., For instance, although maize

could be procduced in 2ll countries, the temperate zone countries had the

v

advanvage in wheat production, There was some justification, therefore,

for varying the treatmen’ to be applied with regard to the reduction

Mr. da SILVA (Brazil) otserved that customs cdutiss afforded a more

EH

stable form of protection for a country's balance of payments than did
exchangc restrictions. A progressive reduction in custons duties
eficcied pari passu with a reduction in exchange restrictions might prove
lese beneficial than was expected; the changeable nature of exchange and

fiscal policics made reductions in trade barriers based on exchar

restrictions comparatively unreliablc, The Com:ittce should therefore

/ recommend that
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recormiend that, where possible, customs dutics should gradgally replace
other forms.of restrictions. |

He opposed the idea of recucing customs duties on pariicular
cavegories of imports by o fixedﬂpercentage for a definite period, because
the extent to which different countries stood to bencfit from any such
concessions varicd very uidely,  Latin American countries which placed
severc restrictions on imports did so for two reasons: to protect
domestic industry and to resolve their balance of payﬁenté difficulties.
Those which most nceded such restrictions - namely, countries in the early
stages of industrialization - would have to gran? a generous margin of
preference, whercas countries with greater import~purchasing power aad a
sound balance of payments did not need tariff or equivalent barriers, and
the margin of preference which thoy would grant would be much narrowe I's
What was needed was a margin of prefercnce which would induce importeré
to purchase within, instead of outside, the region covered by the schemec,
It was essential, therefore, that the tarifis imposed on goods entering
the region from outsice should be relatively stable; without such stablility,
it would be diificult to keep margins of preference on a more or less equal
fooling within a given system of production,

He doubted whether the first-stage reductions in customs dutics
and the like outlined in section V, paragraph 6 would result in the
free-trade zone referred to in paragraph 2; or, at any ra?e; in a free-trade
zone as defined in article XXIV of the General Agreerent on Tariffs and

Trade (GATT). According to paragraph 6, only the first category of

/products - primary
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products -~ primary gools = would be complebtely freed from customs dutles;
yet the dynemic element in the devcelopment of trade within the reglon was
thet covered Ly the second and third categories of producte. The problem
called for further investigzation before the relevent proviesicn was put in
fincl fora,

liv. DMM3COLI (Venezuela) observed that “he Brazilien representativels
remarks demonstrated the need for consultation when a country's balance
of paymenis aliliculiles compelled 1t to impose exchange reptrictions as a
temporary meagsure. lie could not, however, subscribe to the view that

k]

exchange rectrictions should be apnlied only to goods from outside the
reglon, ani never to those moving within it, The albvernatives -~ high
customs dubies and develuction - were drastic measurcs which should be
reserved for gevere difficuliics and not employed as solutions to
transitory problems. The orzanization administerins the free-trade zone
should sanction the use of exchange restrictions in circumstances vhich it
recognined e warianbting then, subject to their rescission when the balance
of payments of the country concerned improved,

In his opiniocn, wmergins of preference would be inappropriate to a
free~lrade zone; Uheo propor procedurc was to effect differential reductions

in cusboas duties, applyin: them with sufficient flexibility to suit the

varying economic conditions oblaining in the various countries,  Tfurthermore,

K Ll s o

¢ was Ly no weans o foregone concluzlon thalt couniries with o favourable

|54

balance of payments cnd hich import-purchasing power would be required to

make fewer concessions than countrics legs fovourable situated. When the

Jsyston of
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system of uniform tarif? levels was brought into operation in the region,

countries of the former tyvpe would have to meke substantial concesscilons.

The abolition of customs duties on zocds in categorics II and III,

]

which the Brazilian representative aprroved to bo advecating, would be

dangerous. The scheme outlined in paragraph ¢ of sectlon V had boen

[
©

decirned to safeguard the economic development of the less developed
countries.

M, CAMFCS UALAs (Mexlco) felt thet the chief merit of +the Working

Group's recomuendations was that they took into account the manifest
inequalities in industrial development among Jic different Letin American
counvries. Honce an orthodox, inflexible form of agreemont would L2

envirely lnappropriate; the introduction of a complete free-trade zone

ab indilo would merely render the exloting inequalities nore acuhe.

—

-

The "dynamic element of the common merket scheme should lie in the
relatively greater rate of progress to be attained by the less developed

coumiries, The firsv objective was o Tree-~trade zone and the second a

customs union; bub in order to afford the econcmies of th

9]
g
o
k3
C
iy
a
1
o~
[}
A
ct
(UK
=
on

counvries adequate protection, an intermedicte stage was an essential
preliminary to the full attainment of the former.

My, YEROVI (Ecuador) agreed with the Mexican representative,

The Brazilian representative!s criticism regarding the inequality
of the concessions required from countries at differcnt gtages of
development did not scem to him a vital matter; in the initial stage it

was enough that the principle of reciprocity should prevail,  Progres

16

/towards uniform
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tovards unilorm tariff levols would of necessity be slow and the Brazilisan

suzgestlion 1o marsins of preference could be exemined in the

course of the transitional period. leanwhile the sreatmeny propous
custons dutics on zools in catesories II and ITI was well designed 4o
allow the countrics concerncd tu develop their producivlon.

ir, da SILVA (Prazil), enlarning on his ecylier remerks conceruing

merging of prefercncc, pointed ouc that a free-trade zone was an area
Fithin which countrics conjoyed o preference over countrics ouvsilde it,
He recognized, houwcver, thel counitrices in the area ight, foir the reasons
advanced by the Venczuelan representative, be oblized to impose certain
trade restrictions owing 1o balance—of-paymenvs difificuloics,
™

The Mexdcan reprosentative had richtly drawn atbention to the nced

take into account differenccs in economic structure bedtween diffcrent

it
O

comnirics, ac reflected in section A, VI of the Working &
recomiencavions,  His delegation welcomed any measure designed to

-

counverbalance such dif

coenecs and thought thet the nroposals in scetion

e alfforential vreatment of different categorics of

goods - might if the elassiilcation was modified as sugrzested by the

Colombian wepresentavive - prove an of

however, vas the case only as boivween counsries ot different levels of
D

ceonoiale cevelopnionty applied as betwoen ccoun.wvies at the sarme level, such

a pian woull merely increase the difficulty of expanding the margin of

.

1lberalized procucte to be used uithin the free-trade sonc.

/Mr, MONSEIDAT
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Mr, FONSEARAT (Cuba) welcomed the differential treatment proposcd by

the Working Group for tho scveral categorics of goods and for countrics in
the carly stages of industrialization,

A programme of cconomic integration for a region like Latin Amcrica
should be designed to preserve, for a long time to come, the stability of
the factors already operative in the productive achbivity of countries in
the region, In such a programme il was inevitable that induvstry should
be the main focus of avtention. Where agriculturel output had to be

expanded, however, that zoal had to be achicved by specialization; otherwise
the countries which expanded their agricultural production would ultimately
face a situation in which they could not export the increment and would
have to turn to the development of local industries to supply thelr nceds,
It was a vital necessity for them that any increase in the outpub of a
given agricultural commodity should be assigned to the tradivional
producers =nd prorters of that commodity. His delcgation was concerned
at the provision in paragreph 6 (a) concerning cxceptions with reference

to agricultural commoditics, Cuba was traditicnally opposed to any
discrimination against agricultural producte and felt that, if that
exception was maintained, it should be carefully circumscribed so ag to
ensure that the increascs in consumption would be meinly supplied by the
traditional exporters of such agricultural products in the area, Countries
like Cuba would have to pay more for their industriel imports when the
free~trade zone came into being and they must be able to increase their
earnings from agricultural exports in order to 0ffset that increase in

expenditure.
/The suggestion
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gzstion made by the Bragilian representative that the

ingtrument should provide a formula of tariff adjusvments designed
csgentially o ensure the creation of adequate and uniform marzins of
proferenee would place couatries which were priucrily exporters of
agriculiural nroducts o an even groater disadvantage than would the
proposal az Clormulaved by the Working Group, The latter!s zccommended
basis Zowr asrecment alrcady conteined provisions Lo che oficct that, 1T
the margine of preference in cervain instances were not adequate, thcy
could be adjusted by norotiation.

.

ANT. Rémine for relatively less developed countrics

lir, FOANCO (Colombia) stressed the importaence to the less developod
countries of umeasures to facilivate the movement of capital and persons.,
Such measurscs were purhaps rather advanced in naturc; they vould be
aifficult to apvnly and would recuire more time bus they would undoubbedly
hel» thosc couvnurics to zolve many ol vhelr present probloms,

Ur. D'AsC0LI (Venezusla) siressed the nced for gonuine roeiprocity.
Counirics, like hiec own, wi’h hizh wage and cost levels were lilkely to
woncer uhethor ihelr paroizipation in the comuon market might nolt hampor
their owm cceonomic dovelopment. Thav aeltuaticn would of course reacdy
itsclf as the comaon market evelved. In the inicial stages, hovever,
such counirizs were wurely entitled to expect that in return for the
benciits their participation would afford other countrics as a ropullt of

rt and paymcnbs cepaclties, they should be granted cervain

}"J
=
3
9

privile~es, in vicw of their speeial circumstences, so that they should
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not be compelled Lo reduce customs duties to an extent which would

Tr

jeopardize their oun ccononles. He was glad to note that the Sccretariat
recognized that situation (B/CN,12/C,1/9, part one, page 1).

Mr. TATGAS G0W3Z (Cuba) made a statemcnt.

pny

m
4

he neetin~ rose al 12,20 p.in,

1/ The full text of this statement has been circulated as Information
Document No,S.





