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I,  BACKGROUND

During the Fourth Session of the Economic Commission for Latin America,
held in Mexico in May and.June 1951, a resoluntion was adopted concerning
"the Economic Development of Central America"[ﬂumber 9(IV),“document E/2021/,
“re draft of which had been jointly presented to the meeting by the Delegaticus
5% Cosva uica, El Salvador, Guavemala, Honduras and Wicaragua, The resoluticon
WAS based on a 31mllar proposal approved during the Third Session of the
krmm1351on on 20 June 1950 in wh*ch it was recommended that the Latin American
governments, in formulating pr ogrammes and adoptlng measures for economic
development, should “take into account the possibility of expanding demand
through recxprocal trade in order to achieve a betiter integration of their
economies and higher leveis of productivily and real income". (See document
E/1717.)

Keeping in mlnd the principles of thau resolu ion, the above-mentioned
delegations expressed '"the interest of their governmen®ts in the development
of agricultural and industrial production and of transpertation systems in
their respective countries, so as to promote the integration of their
econcmies and the expansion of markets by the exchange of their procucts,
the co-ordination of their development programmes and the establishment of
enterprises in which all or some of these cquntries kave an interest", and
indicated their desire that "the Executive Secretary co-ocperate with the
governments concerned in the sbudy and developinent. of these ;&.ns“.

The lexico résolution after stating the prirciples referred to abeve
and recognizing that "the aspirations of the Central American countries will
make a positive contribution to the economic development of Latin America
and are compatible with the objectives of the Commission", provides the
following:

LESOLVES.:

(a) To make an anticipatory note of the declared objectives
of the Central American governments with reference to the
int egration oZ vtheir national econcmies;

(b) To recuest the Zxecutive Secretary %o consider the means
or plans for ths progressive attainment of those
objectives;

/ (c) To invite
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(c) To invite the governments of the Isthmus of Central America,
whenever they deem it proper, to form a Committee on Economic
Co-operation, composed of Ministers of Lconomic Affairs or
their delegates, to act as the co-ordinating body for
activities arising from the above-mentioned guestions, and
as a consultative organ of the Executive Secretary of the
Economic Commission for Latin America, both to direct the
aforesaid studies and to examine the conclusions reached

therein, "

The terms of resolution 9(IV) enabled the Commission, to initiate,
during the last few months, a concrete programme of co—operation with the
Central Amsrican governments consisting in the study of a problem involving
one of the traditional aspirations of these peoples, and one which has been
the object of many resolutions passed by international assemblies, apart
from the resolution cucted above.

The following paper eiins at présenting a progress report to the
Committee of Economic Co-operation, established under seoction C of resolution
9(IV), now meeting for the first time at Tegucigalra on 23 August 1952, The
report preserts for exemination and discussica bty the Ministers of Ecsnomy
of the five Central American couriries the preiiminary conclusions on the
problem of economic iategration in the Istlius of Central America, and
draws attentZcn to (a) those factors favourirz an econore poilry ol this
nature; (b) the scope of such a policy and the reouisites for its successful
application; and (c) some of the initial industrial possiiilities which, in
practice and in accordance with what is deemed to te the real situation at
present, exist in the region's economy and wculd assist in attaining these

objectives.

II, FAVOURABIE FACTCRS
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II. FAVOURABLE FACT(RS FOR A POLICY OF LCONGNIC INTLGRATION IN
CENTRAL AMSKICA

1. General Considerations

The Isthmus of Central America is at present hastening its economic
cevelopment in common with the greater number of Latin American c¢ountries
and other under-developed areas, The rate of growth, however, is not uniform
.n the five republics and general conditions prevailing for the develcpmenc «f
besic economic activities - that is, crop and livestock production, forestry
aud mining, rew industries and transport services, as well as electric power
and other sources of energy - — differ from one country to another and even
as between different zones of a single country, despite the many common
characteristics to be found in the region as a whole.

The state of technical knowledge, of scientific rescarch, education and
training reveals sharp contrasts. Services rendered by govermments and
of ficial organizations in connexion with economic develcpment vary in
quality and natuvre, The degree of state intervention and of government
planning of development is expressed in different furms, as is the case with
the initislive and capacity of private sectors to irvest in industry,
agriculturs and other activities., Land teaure is an unfavourable larbor of
agricultural developmsnt more so in some cases than in others, this also
being true of other factors such as the mobility and geographic distribution
of population, Social conditions likewise differ, and Zn terms of these so
do the incentives for a progress toward higher pioductivity. And Ifinally,
diversity throughout the area is found nct only in the charasteristics of
natural resources, but in the problems that hinder their development and
conservation.

Despite these differences, which are sharper in some sectors than in
others, the Central American republics basically resemble one another,
insofar as their economic structure is concerned. The greater part of the
gainfully empleyed population, representing a low percentage of the total
population, is engaged in agriculture and related activities; and with the
exception of export crei., agriciltural lalcur works under conditions of
low productivity. Industry and services aktsorb a very small proportion of

‘ /the pcpulation
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the population, even though many artisan activities still exist, often with
a low production, and employing numerous families, Transport and the supply
of energy in Central America are both deficient and expensive, Broadly
speaking, it would appear that the Central American economies are now in
the first phase of economic development,

The general similarity in the degree of economic growth in the five
republics has a comuon basis, even a common recuisite, in the effort to
co-ordinate their economic development. By virtue of their nature, the
differences, rather than constituting an obstacle, in many cases offer
additional possibilities of stimulating economic progress by the adoption
of methods and measures common to the region as a whole, When the standard
of 1living is low and the tctal amount of capital resouvrces immediately
available i35 inadequate to meet short-term recuirements in the multiple
investment sectors, there seems sufficient reason to seck the maxdimum
sccial yicids from such investments and the minim:m econcmic waste both
of resourres and of labour, Economic develorment is slow ard costily, and
in many parts of the world, despite the exceptional. efforts being made, the
raising of the standard of living of the pcrulatisn —— Lhe praincipal
objective of develermert -—— can only be zihained in the courss of many
decades. Development is not only a matter of adding annual inuremenss to
a country's wealth in equipment and capital goods, but i: also calls for
the simultaneous and conscientious application of technical knowledge, as
well as research and the development of new economic rescurces, education
and training of the inhabitants both as producers and consumers, and the
maintenance of balanced relationships between the different sections of
production and consumption.

In the Central American Isthmus, where gengraphical and political
frontiers offer limited prospects for the rapid individual development of
each country, the strength of the impetus tc develspment must necessarily
be even greater — owing to the cost of development and the prevailing
low level of consumption — than in any other region where general
conditions are more favourable, Based on historical conditions and
freouent public and private statements issued over a pericd of many years,
the possibility of broadening the economic borders of the Central American

/countries by
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countries by closer association and by the consideration of their economic
development in a colleetive plan; might offer bhe area as a whole a means
of attaining a higher rate of development, compatible with its presert
wesources. Such a possibi.ity therefore constitutes an encouraging prospect.
Special mention show.d be made of those reasons, both positive and
negative, that help justify a policy of economic integration and reciprocity
-n Cerral hAuerica, even though these same reasons generally hold tre inc

nny case of two cr more closely linked and co-ordinated economies. -

2, Development PFolicy

During the past few years Central America has become aware that economic
rowth must not be left Lo progress through irertia, bub that it is
necessary to set up an astive policy of develoupment, Tho guiding principles
of all goverumental programmes in Central America are without exception
highly economic and are simultaneously aliied o plans for social betterment.
The basic elements ef develcopment, such as technical progress in agriculture,
the expansion of the cultivated area, improvements in highways and means of
transport, the supply of electric power, credit evailabilities ewd policy -~
all of which are deficiert threughout mest of the Tsthmus — are receiving

increasing astienition by the governmments, sivrer direchtly thrcugn public
organizaticns, or indirectly through encouragément toc agriecultural
production and private investments. The reorganization and perfecting of
the menetary and banking systems and the establictuient of promotion and
develcpment institutes or banks have expahded progres:;rely not only since
but in some counmtries prior to the Second World War.

Certain concrete cases illustrating the incentives to economic
development should be mentionedo In the course of a very few years, El
Salvader has undertaken a road-building programme of contimous highways,
which constitute a radical change in that counry's transport system. In
fact, the highway network now covers a distance of 1,028 kilometres which,
added to the 2,000 kilometres of earth rodds, is significant in a country
of vhich the total area is only 20,877 square kilometres. It should also
be noticed that oxbtens > ns tc “1is retwor: anave already been proposed. In
Guatemala, honduros an’ Hicazafia. — in t'e latier case with the assistance
of ‘international funds. — programmes of sighway extension are being

‘ /undertaken which
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undertaken which will do much to eliminate the serious deficiencies in this
field., Costa Rica has also improved its highways., Though the work has not
been coniple‘oed in every case, throughout the five republics links with the
internaticnal highway, known as the Pan-American Highway, have been begun, with
the assistance of the Govermment of the United States., This artery can now
carry traffic over a distance of 1,691 kilometres, that is 82,5 per cent of

its total length from the Mexican-Guatemalan frontier to that between Costa
Iiica and Panama.,

The development of electric power has not been so rapid. With the
exception of Costa Rica and El Salvador, there have been few or no electric
power develorment programmes., In these two countries, thanks to active
governmert enterprise, the National Institute of Elechricity and the Lempa
Electrification Committes, respectively, are engaged on works which will
increase the generating and ccnsumption capacity both for urban districts
and for incdustry and agriculture. The importance of these hydro-electric
power projects cannot be over-estimated in view cf the complete lack of any
form of mirneral fuel throughout this area.

Agricultural cdevelopment, ccmprising both technical improvements and
the use of agricultural credits in opening up new areas, as weil as the
diversificaticn of crop production and increased yields, has becn conziderably
encouraged by the Governments of Guatemala, Honduras and ¢ osta tiica, through
the respective development and agricultural credit banks or institutes.
Private enterprise, in turn, has made notable efforts in the sume direction,
as may be seen in the case of cotton production in El Salvador and, more
recently, in Nicaragua, with the assistance of official credits, The
intensive raising of dairy cattle, which is characteristic of Costa Rica,
is mainly in the hands of private enterprise., It has reached a degree of
perfection comparablé to other more highly developed countries. In other
areas of Central America, extensive cattle raising for the production of
meat and hides has expanded appreciably, as a result of official and private
assistance, though there still remains much room for improvement.

With few exceptions, for a good many years credit conditions have been
deficient in Central America, The scarcity of bank capital, the inadequate
extension of éredit, the rigorous credit requiremernts and, in some cases,

/the lack
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the lack of consolidation in the monetary systems, added to other problems
such as the predominance of very small farms in some countries, and the
deficiency in communication, have given rise to certain forms of private
credit characterized by usury, This has blocked the growth of production
and the adequate distribution of income which would otherwise enable primary
producing sectors to raise their standard of living., Only in Costa Rica
has progress in banking and credit --— attained after meny years of
orgarization and well applied efforts — enabled that country to cfler mcre
favorrable conditions for credit facilities to a large number of borrowers.

Monetary and banking reorganization in Guatemala since 1945, involving
“he adoption of more suitable legislation to meet the reouirements of a
developing economy, mark a stage of progress which constitutes the basis
for an attack on the lung-term deficiencies of credit organizaticen. In
fact, it should be emphasized that remarkable improvements have been made.
In Honduras, similar reorganization, started in 1948, is providing a sharp
stimilus to.the economic develorment of that courtry, Labttsrly, preogress
along these lirss has been made in tihe banking and credit systers of El
Salvador and Nicacagua. It should be notec that in the former of thuse,
the recent reforms in *he Central Bank legislaticn heve empcwered 1t
bank to give greater support to long-term credit operations.;/

The above examples hardly constitute a complete list of the latest
improvements made, though this would in any case be redundant in the present
work. Instead, they afford a striking indication of {ie active policy of
economic development being formulated, and recognize, at the s ame time, the
need to provide new incentives through government measures. The similarity
in the economic objectives of the different governments, apart from the
very existence of such policies, constitutes a favourable factcr for the
possible adoption of a more general pclicy, aimed at the economic betterment

of the Isthmus as a whole, It is impossible to determine the degree of

1/ It is expected that the seminar to be organized jointly by the
Economic Commission for Latin America, the Food and Agriculture
Organizaticn and the Guatemalan Government , beginning 15 September
next, will lead to the drawing up of important theoretical and
practical conclusions regarding agricultural credits in Central
America, ‘

/acceleratisn of
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acceleration of economic development, owing to the very elementary stage
reached in the calculations of national income and investments which would
otherwise enable a more accurate estimate to be made. Certain individual
instances, however, of increased production for domestic consumption and
for exports could be cited, though these are naturally subject to the
limitations arising from the lack of adecuate statistical series.

For instance, the production of corn, the basic element of diet in
Central America, increased considerably in Costa Rica between 1947 and
1949, as it dd in Guatemala between 1945 and 1949 and in El Salvador and
Nicaragua between 1945 and 1950, even though the nature of the data available
preclude any precise interpretations. (See Table 1.)

In Honduras, the volume of rice production has insreased since 1946;
in Nicaraguaz it rose moie than 25 per cent between 1945 and 1950. Cotton
production in El Salvador was almost tirebled between 1945 and 1951, whilst
in Nicaragna and Guatemala, especially in the formar, its increase from
even lower levels has been spectacular: 25 and 7 times greatsr respectively
between 1947/19.8 and 1951/1952, Exports of oil and cilsceds -- cibed
owing to the lack of production data -— increased 70 times between 1945/1946
and 1949/1950 in E1 Salvador, and were three to fcur timee hirh.r in
Nicaragua. (See Table 2.) Bean proiuction in the latier courtyy rose
substantially between 1945 and 1950; the seame trend being ohbserved in cther
courtries. Sugar production for 1950 in Guatemala and EL Salvador alone
ecualled that of all the five republics for 1945. whilst production for the
rest of the Isthmus is estimated as being at least two to three times
greater than in 1945, The cultivation of rubber has grown significantly
in Costa nica. Similarly, the volume of export products, such as hemp and
woods, has multiplied several times throughout the region over the period
1945/1950, . (See Table 2,) |

The lack of statistical data makes it mere difficult to estimate the
degree of progress in industrial procduction, but it wouid appear that in
certain countries (among them Nicaragua) there has been a substantial
expansion of textile production between 1946 and 1949/ 50, and of ¢ cment
production in Guatemala and Nicaragua. An indirect indication of industrial
production and commercial development is to be found in imports of liouid
mineral fuels and lubricating oils, the total of which increased from
346,000 tons in 1945 to 691,000 tons in 1950, or, in other words, doubled.

/(See Table 3.)



E/CN,12/AC.17/3

Page 11
Table 1  Central America: Production of Selected Agricultural and
Industrlal Products. and Electric Power
Guatemala El Honduras Nicaragua Costa
Salvador Rica
Corn
(thousands of 100 1b.
quintals) a/ .
1945 4 149 2 569 3 547 1 985
1946 6 382 3 027 L, 233 1121 .o
1947 3 599 3 720 L 456 1779 455
1948 7 720 5 552 3 833 1 563 462
1949 8 022 3 767 3 044 1841 318
1950 . 3 387 e 2 355 .
- 1951 e 2 996 .o .o .
Bes,
(thousando of 100 1b,
cuintals)
1945 271 LBL 359 251
1946 490 536 376 185 .o
1947 209 575 186 234 162
1948 .o 75 +45 AR 220
1259 485 271 268 Aol 233
l\":ic . 867 .o ‘)95 9o
295L . . . e oo
Rice
(thousands of 100 1b.
guintals) :
1345 185 354 o 253 e
1946 152 411 2.3 124 .
1947 90 499 270 125 .
19L4.8 o 71#9 235 201 28
1943 169 273 ve 280 399
1950 1451 302 os 319 342
. 19 51 o e L) . -
Cotton
(thousands of 100 1b.
cuintals )
19105 L 69 3 A e
1946 .o 71 13 .o .
191{,7 . 7 75 13 oe . e
1948 .o 106 L 9 .o
1949 .e 147 3 107 ‘e
1950 52 135 .e 112 .o
1951 .o 200 . .e .e
1752 50 . . 250 .o
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Table 1 (Continued)

Guetemala EL Honduras WNicaragua Costa
Salvsdor . ___Rica
Sugar
(thousands of 100 1b,
quintals)
1945 517 400 .o 161 161
1946 521 594 .o 231 323
1547 537 562 .e 19¢ 451
1914»8 5 ;11{{ L) . 2’)3» 518
1949 c20 490 35 230 .o
1950 Thi 593 e - .
1951 & ’e 10¢ e [
1952 .e .e 1:° . .o
Cotton Tg}i:;qs_
thousands <7 warisz)
RS 6 505 22 183 L8 3 000 .e
L7 .e 22 08 L35 L 224 .e
1549 . e 375 L €72 -
1942 L 752 o I i
19 50 e o 5) L‘, an *e
19 51 * e > e L] L ] LX)
Vegetable 0ils
(thousands of 100 1b,
cuintals)
1914-6 L 2'2 5 (X ) ae
1947 ve 33 11 . .o
1948 . J11 1% 6 .
191"9 s [ ] 114- 7 26
1950 .e > 1L|, s o
1951 ’e e L 4 LN ] LN
Cement
(thousands of tons)
1946 27 — — 10 —
19l+7 .s — —— 12 —
lQ[&B LR — —— 16 ——
1649 . — — 14 —_—
1950 50 —_ —— 17 —

;51 . : - .e



E/CN.12/AC.17/3

Page 13
Table 1 (Continued)
Guatemala | E1 Honduras Nicaragua Costa
Salvador Rica
Llectric Power Db
(millions of KWH
1946 56 40 . 19 112
1947 59 46 - 22 123
1948 : 6l _ 50 oo , 22 126
1949 72 Sh . 23 143
1550 83 58 51 2k 160
1951 .o 61 . oo 173

o—

Sources: Corn, rice and beans. Guatemala: Direccién General de Lstadfstica;

' figure for 1949 was provided by the crop and livestock production
census and the remainder are deficient estimates, which must be
accepted with great reserve. E1 Salvador: Until 1948, Direvcidn
General de Estadistica; 1949-51, Direccién de Estudios Econdmicos
and Statistics of the Ministry of Agriculture. Honduras: Heport
by the Secretariat of Develcpment in Agriculture and Labour;
these are incomplete figures which nicst be accepted with great
reserve. Nicaragua: Direccién General de Estadistica. Costa
Rica: For 1949, estimate based on the crcp and livestock
production census; other years, estimates should be talten with
great reserve,

Cotton. Guatemala 1947, "Revista de Economfa", Nos. 2 and 3;
1949~50, report to Congress by the Presideunt of the Hepublic;
1952, estimate by the Production Development Institute, EL
Salvador: Until 1947, Direccién General de Estadfstica; 1948-51,
various sources and estimates. Honduras: The same source as for
corn, Nicaragua: The Direccién General de Estadistica; the
figure for 1952 is a preliminary estimate,

Sugar. Guatemala: Direccién General de Estadistica, El
Salvador: same gource as for corn. Henduras: same source as
for corn; 1951-52 preliminary estimates., Nicaragua: Direccidn
General de Estadfstica, Costa Rica: Jumta de Proteccién de la
Agricultura de la Cafia and Direccién General de Estadfstica,

Cotton Textiles., Guatemala: 1946 Industrial Census; 1949,

M. Dalponte: Study of the Textile Industry of Guatemalas,
Institute of Production Development, referring only to coarse
cotton cloth, drills and "zephyrs". El Salvador: Statistical
Annual 1947, Vol. III, Honduras: Information from the Ministry
of Finance. Nicaragua: Direccién General de Estadistica.

/Vegetable oils.
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Sources:

Table 1 (Continued)

Vegetable Oils., El Salvador: Statistical Annual 1947 and 1948,
Vol. III, Honduras: Ministry of Finance Report and Statistical

*Bulletin of that Ministry; refers only to coconut oil, Nicaragua:

The Direccién General de Estadistica. Costa Rica: Estimates by
the Statistical Division of the Ministry of Finance.

Cement. Guatemala: 1946, Industrial Census; 1950, estimate,

Nicaragua: 1946-5Q, estimates from various sources; 1947-49,
Direccién Generai de Estadistica,.

Electric Power. Guatemala: Based on data from the Empresa
Eléctrica cf Guatemala which includes amount of power generated
by that organization, and an estimate for the ramaining public
service organivavicns; omitting figures for prisrate production,
El Salvador: Ecrnomic Indizes; Nos. 2 and 3 ox tie Ministry of
Ecenomy; covers ouly the elechric power gsneratszd by publie
utilities; 1951, estimated, "donduras: Centrali. Bank of Honduras,
figure estimated, including the electric power zmevated for their
own use by industrial undertvukinzs, Niravagua: Direccidn General
de Estadfstica, covering on’y the power generated by public
utliities, Costa Rizas; Central Bank, estimated, including
electrie power generated for their own use by various inductrial
tnaertekings,
Note: For agricultural products, harvest years have been
cervertzd to calendar years; 1950-52, prelimirary
estimateu.

a/ A 100 1b, quintal is equivalent to 46 kilogrammes.

b/ The data are not homogeneous; see notes with regard to sources.
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Taking the countries individually, in El Salvador, Guatemala and Honduras,
the rise was more than 100 per cent, whilst in Nicaragua and Costa Rica it
was over 4O per cenb., To judge by the partial data available, the production
of electric power, which depends largely on imported fuel, also rose 50 to

60 per cent in Guatemala, Costa Riea and El Salvador, during the same period
and in somewhat lower proportions in the remaining Cemtral American
republics. (See Table 1.)

Another partial indication of development lies in annual imports of
capital goods by these five countries which, calculated at constant prices,
likewise show increases of 100 per cent as between 1945 and 1950, though
their egtimated volume in 1948 and 1949 was 10 per cent higher than in
1950, (See Table 4, ) The value of capital goods at current prices in
relation to that of total imports rose from 21.2 per cent, in 1945 to 29.8
per cent in 1949, and 26.4 per cent in 1950, This proportion is fairly
uniform throughout the various countries of the area.

Whilst not attributing undue importance to the partial data shown
above, they may be accepted as an indication of the general results
obtained from the different forms of development pelicy. However, it
should be observed that there has been little deveslopment in the electrical
industry and the refining and processing of metals and minerals, as well as
the chemical industry and many other manufactures of consumer goods,

requiring large capital investments and wide markets.

3« The Problem of Population

A paradoxical population problem is encountered in the Isthmus of
Central America, Given present-day knowledge of resources and techniques.
and developed possibilities, many of its economic areas now being exploited
show an apparent excess of population, as compared with their capacity, to
meet basic requirements for foodstuffs and adequate availability of other
consumer goods. The density of the population in E1l Salvador; for instance,
is 56,3 inhebitants per square kilometre, which is one of the highest in
Latin America. Even taking into accourt potential natural resources in
that country, one might say that there is an excess of population there.

In other parts of Central America, we find areas in which forestry,
/agricultural and
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Table 3  Central America: = Imports_of Liguid Fuels andi

Lubricating Oils

. ) Zo of
Guatemala £l  Honduras Nicaragua Costa Total total
Salvador ‘ Rica imports
Volume
(thousands of
tons)
1945 131 35 66 L7 67 346 N
1946 155 45 - 100 41 68 409 ..
1947 199 57 109 L2 83 489 ..
1948 262 73 142 48 96 621 oo
1949 245 80 144 65 86 620 .
1950 282 92 153 67 97 691 ..
1951 LK} e 151 (X L} L) .0
Value
(mi;lons of
dollars, cif,)
1945 1.5 0.7 0.9 1.3 1., 5.8 6.3
1946 2,1 0.8 1.3 1.1 1.3 6.6 5.3
1947 3.7 1.5 1.6 1.3 1.9 10,0 5,1
19,8 6.4 2.2 3.1 1.9 3,0 16.6 7.6
1949 5¢2 25 3.0 2.1 2,5 15.3 7.2
1950 5.1 2.6 249 2.0 2,9 15.5 6.7
1951 se . 303 > 8 e o0 .
Scurces: Foreign Trade Statisties for the five republics. Imports of
petroleum were grouped together, as were internal combuszticn
fuels (petrol, etc.); as were kerosene and petroleum for lamps;
as were gas oil, diesel oil and other fuels, lubricating olls
and greases, (Items 312 and 313—Ol/0h of the Standard International
Trade Classification (SITC).
Notes: 1In this table, as in all others in which imports appear, cif.
values for Guatemala, Honduras and Nicaragua were calculated by
~ adding 12 per cent to fob. values. The series for Honduras
correspond to those for the fiscal year, closing in July.
g/ Crude petroleum was converted on the basis of 3.6 kilogrammes

" per gallon; fuel oil at 3.5 kilogrammes per gallon, and petrol

at 3 kilogrammes,
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Table 4 Central America: JImporks of Capital Goods and
Total Imports
Guatemala E1 Honduras Nicaragua Costa Total
salvador Rica
I. Capital Goods
(current values)
1945 5.3 2.7 2.7 3.3 5.5 19.5
1946 8.7 4.8 5.3 Lol 9.3 32,2
1947 16.3 10. 4 7.9 6,8 15.4 56,
1948 21,7 12,5 1.7 7.6 10.6 Akl
1949 214 11.1 10.7 8.7 11.3 63.2
1950 22,2 12.3 8.6 6.2 12,2 61.5
IT. Capital Goods at
4 Prices
2045 5.3 2,7 2.7 3.3 5¢5 19.5
1046 8.0 Lol 4.9 27 8.5 29.5
SOLT 117 a5 5.7 L9 13,1 40,9
948 13.9 8.0 7.5 e 6.8 41.1
1949 13.3 6.9 6.6 Sely 7.0 39.2
3950 13.4 Tely 5.2 3.8 7.3 37.1
IIL. Total Imports
CUrseny valles,
eif.)
1945 23.3 13.5 .8 3ok 26.9 92,0
1946 3545 20.8 20,2 16.7 3%.0 126,2
1547 55.8 36.7 3l.4 2245 48.C 195.4
1948 68,9 .4 40.0 27.0 42,3  219.6
1949 68,2 39.3 37.5 23,8 L3.2 212,0
1950 71.8 50.2 37.3 27.6 L4L5.9  232,8
IV. Percentage in
proportion to
tothal imports
(% I/1I%)
1945 23,6 20.3 18.2 24.3 20.5 21.2
1946 2.5 23.1 26.5 2L.7 28.2 25.5
1947 29.1 28,5 25.2 28,9 32.1 2.1
1948 31.5 30,3 29.3 28.1 25.2 29.2
1949 31.3 28.4 26,5 36.5 26,2 9.8
1950 ..30.9 2h.5_ 23,0 22, 6 26.5 26,0

Sources: Foreign Trade Statistics for the five republiecs (group 13 of
ECLA statistical series).

Note: The figures for Guatemala, Honduras and Nicaragua were converted
to cif, values by adding 12 per cent to fob. data. Import totals
represent series adjusted in accordance with International Monetary
Fund material or that of the respective Central banks. To obtain
capital goods imports at constant prices, a composite index was
used to deflate the series, consisting of wholesale prices for

capital goods and machinery in the United States.
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agricultural and minerai resources are not being exploited, The problem
therefore differs in those areas whose deyelopment could absorb current
excesses of popuiation; the distribution of which is inadequate in relation
to the potentialities of these.areas* The characteristic and fundamental
phenomenon in Centrel America, howeier, is disguised unemployment or,
alternatively, under—employment' that is, instances of persons who, according
to the definition given by a group of experts appointed by the General
Secretariat of Unxted Nations in 1950 "do not work normally as wage
earners .... who work for their own account end‘are so numerous, in proportion
to the resources with which they wofk,.that if a number of them left their
occupations to work in other economic aetivities, total production of the
sector in which they were formerly engaged would not be diminished, even
though no important reorganizaﬁien nor any appreciable substitution of
investment were effected therein". .

The ex 1otence of excess populatlon and of a considerable amount of
disguised unemploymen: is the first serious consecuence of the inebhility of
the Central American countries to singly create forms of development,
capable of absorbing a population shOW1ng so low a rate of produc+¢v*uy,
in fact, as is pointed out in the afore—mentloned report, the sole
fundamental means of remedying dlsgulsed unemployment is rapid economic
development -/and if it is to produce any appreciable results, the initial
effort must be considerable.

When a country's individual rate of investment is inadecuate to absorb
under-employment, resort must be had to migratory movements, though these
canmnot always be effected easily, From this standp01nt a pollcy of

integration, taking 1nto account the unecual density of populatlon in
different productive areas of Central America, might be adopted in an

1/ Methods of Fosterlng Economic Development in Under-developed Countries,
Unit ed Natlons, Department of Economic Affairs (New York, May 1651,
publication No, 1951, II, B, 2), page 7.

2/ Ibid.

/attempt to
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attempt to attract surplus populations to low density areas with high
development potentialities, This would call for intermal migratory movements
within each country and also from one Central American country to another.
The burden which investment places on each individual country would be
lightened to a certain degree for the Isthmus as a whole in proportion to
which such movements could be accomplished.

But it is not only the static but also the dynamic condition of the
population whieh is of interest. In the five Central American republics,
the rate of natural growth of the population is extraordinarily high, to
judge from the gross coefficients of expansion estimated by statistical
organizations in each of these countrises.

The countries with the highest rate of increase are El Salvador and
Costa Kica, where the increase of population has risen to 34 per thousand
inhabitanls during the past two years, followed by Guabemala with 31.6 per
thousand (1951), Nicaragua with 30.5 (1950), and Hondwras with 28,4 per
thousand (3.950). respectively. (See Table 5.) Throughout the area one
encoun-ers a tendency of the rate of increase of pcpulation Lo accelerate.
For instance, in 1945, the gross rate of increase varied between 29.56
inhabitants per thousand in Costa kica to 20.5 in Honduras, in comrarison
with the present rates which range from about 30 per thousand upwards.

These rates are among the highest in the world. Under the circumstances,
they give considerable suppart to the argument in favour of an integrated
economic development in the Isthmus by stressing the graat ne=d for a
better utilizaticn of capital,

4o High Density Capital Investments

In short, the problem of population — that is, either the excess or
deficiency in certain areas - points likew!se to this same need for rapid
economic development, In our countries, as has been indicated in previous
reports of the Economie Comission for Latin America,-]:/ the expansion of
exports ~— the main form of development in the past -— constitded the

incentive and at the same time the dynamic factor to absorb the increasing

1/ See, for instance, Economic Commission for Latin America, Economic
Survey for Latin America, 1949; Chapters I to VI, and Theoretical
and Practical Problsms of Economic Growth (E/CN.12/221, May 1951,
submitted to the Fourth Session), Chapter III, page 60.

/population, directing
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Table 5 Central America: Total Population and Rates of Growth

Guat emala El Honduras Nicaragua Costa Total

Sal;gdgg Rica
Total Population
(thousands)
1940 2268 3/ 1643 1 L6 985 b/ 419 6 661
1945 2 Lo, 1753 1251 1082b/ 695 7 235
1950 2 803 1 856 1 428 1053 801 7 941
1951 2 886 189 ¢/ 1 470 1 088 825 8 155
Gross Annva) Rate
of Incresse
(per thousand
inhabitants)
1940 20,9 a/  26.4 21,2 19.0b/ 259 ..
1945 2he2 24,5 20. 5 23.1 b/ 29.6 .
1950 R7.2 34.0 ¢/ 23.4 30.5 34.3 .o
1951 3L.% 328 ¢/ 29.4¢/ 33.2¢ 357 ..
Sources: Guatemala: Direccién Ceneral de Estadfstica; El Salvador:

< e,

Direccidn General de Estadfstica and Statistical Bulletin,
March—~April 1652; Honduras: Certral Bank of Honduras; Nicaragua:
Direccién de Estadfstica and Monthly Statistical Bulletin of
United Nations; Costa Rica; Direccidn General de Estadistica

vy Censos and the Monbthly Bulletin of the United Nations.

Figures for 1941.

Figures not corrected in accordance with the census data
for 15350,

Preliminary.
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population, directing it intn activities of higher productivity. Broadly
speaking, this method of develnpment has no longer proved to be, for the
past twenty years, sufficient stimulus in many parts of Latin America,
considering conditions in the world market and the structural chenges which
have taken place in the more advanced courtries, It has therefore become
necessary to promote industrialization and the development cf new primary
activities for domestic consumption, so that the excess population ray be
absorbed through a transfer of lahour to developing industries and cther new
activities., Thus, the real income of the displaced population and the
productivity »f the labour force which remains employed in agricultural
activities may be increased,

In Central America, there may still be a wide margin for the expansion
of exports, provided that there are rescurces for which foreign demand will
increase, In this measure, the economic gmwth of Central America will show
characteristics different from those of other Latin American countries. At
all everts, any expansion directed to foreign markets would require an
extremely high rate of investment in order tz abserb the excess populatien
engaged in low productivity employment. As the dynamic exbternal impulse
may not be suffici ert 1y strong, it is necessary to create an internal one
by means ~f industrializatinen in order to transfer the excess population to
more remunerative ocrupations and to raise average productivity, Fundamentally,
the problem of internal growth in Central America can be reduced to that of
the limited scope of the markets, which do not always justify substantial
capital investments.

This marks a basic feature of the possible economic integration of
Central America, Given the relative abundance sf labour — both actual
and potential — in relation to capital, and the existence of disguised
unemployment , the principal of economic utilization of facters »f production
renders it advisable to promote and adopt technical combinaticns that make
intensive use of labour per unit of capital invested; or, in other words,

those favruring industry and activities wherein capital density is low.l

1/ See Economic Commission for Latin America: Theoretical & Fractical
Problems of Economic Growth, cited above, Chapter III.

//This, however,
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This, however, does. not imply that high density capital investments should
not be made in certain essential sectors such as transport and the supply of
energy: on the contrary, many of these investments cannot be postponed. At
the outset, however, they will not be used very intensively., On the highways,
for instance, the volume of traffic will fall below the optimum. There will
nd&abemﬁkhﬁlmmb%mmvuﬂmtmmhgmwsmrwﬁmmm
numbers of feeder-lines to obtain the greatest advantage from the highway
network, In addition, public works associated with the development of
electric power cannot be linked so as to establish a general electric
trensmission and distribution system. In short, adequate advantage camnot
be derived from the general benefits created by investments made for the
collective well-being of the community. Therefore, though development in
a given country cannot provide the meximum benefit from the intensive use of
high density capital investments in the first few years, neighbouring
countries, or those relatively nearby, can individually benefit from these
investments on a basis of reciprocity —- for example, through the building
of international highways in different places, the linking up of electric
power networks lLetween different countries, etec, -~ thus leading to more
rapid ubilization of investments which, though involving high initial
costs and considerable sacrifice, on the other hand signify greater yields
and for shorter term periods. A policy of economic integration and
reciprocity would thus lead to a savings in investment which could not be

made up by isolated development plans.

5. The Market and Specialization

The small size of the market is an obstacle to economic development

and perhaps constitutes the greatest obstacle to progress in the antral
American republics. The market is geographically small. There are no
national markets properly speaking, but rather local markets which are
frecuently isolated from-one another, owing to poor means of comnunication,
They are weak and insecure, and do not afford the possibilities of supporting
and offering a solid basis for high density capital investment (rogds,
railways, ports, mechanization and certain industries) and espedially to
industrial units of an adequate size, nor to investments which will promote
technical progress in agriculture and cattle raising.

/The industrial
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The industrial effort which each country must make to solve its economic
problems and to stimulate its own development cannct, under such circumstances,
be as productive as it otherwise would, were there a greater division of
labour between the five republics, thus eliminating any duplication of
investments and, by means of wider markets, provide a better basis to support
different industries and activities in each country. The market for each
industry would expand, not only by the addition of domestic markets but also
by an increment to murchasing power on each of these national markets. It is
likely that the concentration of efforts, the co-ordination of development in
new activities and even the orderly expansion of those already established,
with a view to a certain degree of specialization and to greater reciprocal
trade, would give rise to a higher general level of preductivity, a more
intensive use of the services involving high density capital investments,
such as transport and energy, and a substantial improvement in the level of
real income.

Two eramples selected from the industrial development of Central America
illustrate the yrrobien of the limitations of tke mavket and “he wastage of
resources stemming from the lack of integration., The cement industry has
been intreduced oniy relatively recently on the Isthmus, There is a factory
in Guatemala with an average annual productive capacity of about £5,C00
metric tons; another in Nicaragua which can produce about 20,000 tons
annually; whilst there are two factories in construction in EX Salvador,
one of which should eventually attain a capacity of 150,000 Lms annually
and the other only 50,000 tons annually.;L/ ¥ith the excepticrn ¢f the larger
of the two new factories in El Salvador (when its peak productive capacity
has been reached), none of the others has more than spproximately one third
of the minimum capacity necessary to operate a% the lowest pcosible unit
cost of production. Undoubtedly, to plan L' ‘ndustry on the basis of one
or two optimum size plants, not only capatle of supplying the whole of the

Isthmus and of substituting imports from beyond this area but also of being

1/ Also of interest to Central America is the cement factory of Panama,
the anmual productive capacity of which is 90,000 tons,

/able to
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able to meet an increasing demand through well planned expansions was
virtually impossible, given the lack of adequate and cheap transport, as well
as other prevailing factors. The consumption of cement in Central America
in 1937-38 may be estimated between 45,000 to 50,000 tons. After 1945, it
~ rose substantially, réaching 90,000 tons in 1947 and possibly 200,000 tons
for the present year.;/ In 1953, the joint productive eapacity of the cement
industry in the five Central American republies should just about be equivalent
to the level of consumption, assuming an average of only 100,000 tons annually
for the new units in E1 Salvador and taking inte account the projected increase
of 20,000 tons in Nicaragua,vbut excluding any possible projects in other
cout ries, There would nevertheless be a duplication of factories, These,
as has already been pointed out, would be below optimum size and consequently
would not provide the highest possible yield from the high density capital
investments made in order to supply consumption which theoretically, assuming
adeguate transport facilities are available, might be met by one or two
optimum size factories.gy Given the present situation of projects for the
cement industry, it is diffieult to correct the lack of co-ordination
noted heretofore even though it may be expected that in future development
some co-ordination may be achieved.

A second example is to be found in the develspment of the cotton textile
industry., Approximately two thirds of the cotton textiles produced in
Central America - calculated at gome 30 million yards annually — are’
manufactured by twelve factories located in El Salvador. The remainder is
supplied by Guatemala, where a single factory turns out more or less half
of that country's production, and by Nicaragua where there has recently been

a rapid expansion of production. Production in Honduras and Costa Rica is

1/ Production in 1950 was about 67,000 tons and imports amounted to about
' 102,000 (see Tables 1 and 6), not including El Salvador's official
umports, which are not shown in the statistical series; in 1951, it
may be assumed that there was an increase both in imports and production
that reached more than 200,000 tons.

2/ According to a wider concept of Central American integration, the cement
factory in Panama should also supply, and in fact is already partially
supplying, a fair proportion of Central America's cement consumption.

/comparatively small.
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Table 6 Central America: Cement Imports

Guatemala El  Honduras Nicaragua Costa Total % of total

Salvador Rica 3, imperts

_ Szlvader &/ imperts

Volime

zzﬁxthousands

of tons)

1937 5 19 4 — 2, 52
1945 1 14 8 3 28 Sk
1946 6 17 10 5 14 52
1947 5 25 13 2 25 70
1948 5 o) 13 2 21 70
1949 9 30 11 1 28 79 b/
1950 7 L3 17 2 33 102 b/
1951 . oe 14 .e on .o

Value

(in thousands

of dollars,
cif.)
1937 48 198 36 _ 136 4,68 0. 80
1945 - 18 304 109 - 90 576 1 097 1.19
1946 100 L24 129 105 233 1091 0.86
1947 143 855 263 €0 794 2115 1.08
19,8 128 1 306 290 LE 573 2 9y 1.07
1949 222 859 242 30 £34 2 187 1.03
1950 204, 1 100 367 50 824 2 545 1.09
1951 .o .e 313 ‘e os e .o

——

Sources: Foreign Trade Statistics of the five republics, (Ttem €21-02
of the Standard International Trade Clacsification. S1TC.)

3/ Includes small amounts of cement imported by Honduras and
El Salvador from Guatemala and Nicaragua, amounting to a total
of 88,000 dollars in 1948 and 172,000 in 1949, and o less
than 25,000 dollars for the renzir.ng years,

b/ In 1949 and 1950 there are no records for cement imported directly
by the Government and official institutions in E1 Salvador.
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comparatively small, Broadly speaking, the Central American factories do
not operate efficiently enough, neither from a standpoint of cost, nor from
one of cuality of production required to satisfy consumers, largely due to
the lack of markets, It is probable that if and when the present factories
effect the necessary technical improvements aﬂd”increase their volume of
production in order to loﬁer costé they may-be able to supply a larger
propartion of total Central American consumption and partially substitute
cotton textile imports, which are estimated as surpassing the 16 million
dollar mark, i.e, more than 7 per cent of total imports for the five
courtries. (See Table 7.) But there is no co-ordination whatsocever in
the cotton textile industry; new factories and facﬁory extensions are
being planned in several countries, regardless that it will not solve the
problem . of those factories now operating below capacity. Here is a further
case of duplication and of inadequate utilization of investments. loreover,
a case deserving consideration in future co-ordination plans.

These two examples of present conditions have been cited because of
?heir impertance not only from the investment standpoint, but also from
that of the essential nature of the goods produced, the first being concerned
with capital formation and the other with consumption, Naturally, cther
éxamples could be examined even though of lesser importance, but the
ultimate purpose has been to emphasize the principle that in order to
economize capital, it is‘advisable, insofar as possible, vo avoid
duplication or repetition of excessiveiy small produéti?eluniﬁs, operating
under conditions of low productivity. '

The principle may be extended not only to plants producing for domestic
consumption in Central America, but also to activities providing exports
beyond the limits of this area. In the case of an export industry recquiring
units that call for high density capital investments, there can be no doubt
that if these five countries compete with one another, duplicating the
same industry in each, the profit for the area as a whole will not be as
great as if that industry were located only in one or two ideal sites,
attaining the size and volume of production required in order to maximize
the yield. ’

- /To avoid
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Teble 7  Central Amerjca: Cotton Textile Imports
Guatemala El1  Honduras Nicaragua Costa Total 2 of
Salvador Rica a/ total
| 2mports
Volume
tons) _

1937 1 600 1 617 2141 .o 1223 6 581
1945 993 795 646 819 653 3 906
1946 1 308 897 7L0 102 1225 5162
1947 1835 1 776 945 1134 1615 7 305
1948 1 482 1 836 1 196 1 325 1159 6998
1949 1 836 953 982 785 1168 5724
1950 2 524 875 1093 1 266 1394 7152
1951 e LYY 1 358 e cw ')

Value

(thousands of

dollars, cif.,)

1937 2 361 1735 1 636 .o 105 6787 11.5
1945 2 684 1763 1085 1906 1357 879 9,6
1946 3 703 2 300 1 569 2 8C6 3027 & Aﬂ) 10.6
1947 5 959 4 500 2 612 3 612 L4 585 21 200 10.9
1948 4 685 4 L21L, 3 02, L 049 . 2311 19 493 8.9
1949 4 608 2177 2 228 1 786 2 784 13 583 b.dy
1950 5 681 2176 2 063 2 925 3 084 15 929 6.8
1951 s *e 282[} on e ) (X ]

Sources: Foreign Trade Statistics of the five rspublics, (Ilems 652-01

and 652-02 of the Standard International Trade Classification,

SITC. )

These figures include orts firom the Central Amerhcan cournries
2 imp

themselves amournting to the follow:

1937
1945
1946
1947
1948
1949
1950
1951

Tons

iz

149

32
288
229
313
183
259

Lg botals:

Thousands of dollars

11
250
716

. 859
517
562
323
451

For the most part, Inter-Central American cotton textile imports
represent those obtained by Honduras from El Salvador.
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To avoid duplication of investment, especially in industry, a policy
of co-ordination is essential, lioreover, it must tend rather more to enable
certéin countries to spécialize in certain industries, or in certain products
of one industry, provided that the transport and customs‘facilities required
for simultaneous and complementary industrial development also exist, A
policy of industrialization would therefore attain its maximum application
when a network of inter-related industries, partially supplying one another,
could be established thus providing a wider basis for employment and a more

efficient level of operation.

6. Present Improvements in the Balance of Payments

Lastly, reference should be made, as a circumstance which at present
would prove favourable in introducing a policy of integration in the Central
American Isthmus, to two related facts: (1) broadly speaking, development
plans are still in their initial phase, and (2) the position of the balance
of payments and of the terms of trade has improved during the last few years.
vhile plans for develcmment are still in their early pnases, co-ordination
is more feasible, Furthermore, its introduciion has been facilitated by the
fact that financial resources, in the form of foreign exchange held by the
central authorities and private enterprise, have in the past few years
reached unprecedented levels. The monetary reserves of the five republics
fell from 108.6 million dollars in 1945 to 102.5 millions in 1948. However,
influenced both by the improvement in export prices and by protective customs
and import controls, they rose again and by the end of 1951 stocd at about
131,3 million dollars. (See Table 8,) Private individuals and enterprises
of Guatemala and El Salvador also hold favourable balances in foreign
countrigs which are estimated at 23,2 million dollars. (No figures are
available for the other Central American courtries. )

There was considerable improvement in the terms of trade from 1946
to 1951, especially since 1949, and in those countries where coffee forms
the bulk of exports. From 1948 until the first guarter of 1951, the terms
of trade of Guatemala improved 62 per cent, and in Costa Rica from that
date until May 1952, they rose 59 per cent, A similar trend was probably
recorded in El Salvador though precise data are not yet available. (See
Table 9).

/At the
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Table 8 Central America: Gold and Exchange Reserves
{in millions of dollars)

Guatemala Bl Honduras Nicaragua Costa Tot
Salvador Rica
1945 Lhyo & 31.3 16.6 g 6.7 © 9 108,6
1948 Wb 3L.1 15.9 &/ 3.4 LT b/ 102,5
1951 41.9 iy 2.8 af 9.7 10,5 131.3

-

Sources: International Monetary Fund, International Financial Statistics;
with the following exceptions: Guatemala, 948 and 1951, Bulletin
of the Bank of Guatemala; Honduras, lonthly Bulletin of the Central
}3 nk_of Hnnduras, Costa Rica, 1948 and 1951, Monthly Review and
Statlstacc.l_ Bulletin of the Ceidlral Bank of Cos *,a_ Rica.

a/ Includes investments in United States securities and eurvency o
United States heid by the puocliic.

Owing to the privately held foreign debt which had matured
(valled "presa"), the real reserves of Costa Rica in 1929
ancunted to minus 2,99 million dillars,

<

Table 9  Central fmerica: Terms of Trade of Guatemala,
E;LSal a0 end -"oq ba Rica
(Ind'w:,%, 165 == 100)

—— — [p——

Guatemala a/ El Salvador b/ Costa Rica c/
1937 764 63.8 7.8
1946 101.6 SC.6 95,1
1947 100.5 98.0 98,9
1948 100,0 100.0 100.0
1949 | 119. 4 115.6 115.1
1950 167.3 .o 135.1
1951 162.2 d/ e U3
1952 . _ o 159.5 ¢/

EpT———— —

sources: (Guatemala, Bulletin of the Bank of Cnatemala; El Salvador and
Costa Rica, the International Monetary Fund, International
Financial Statistics.

Converted from the 1937 basis to that of 1948, The original
weighting was the composition of foreign trade for 1937.

')

Weighted in accordance with the composition of foreign trade
for each year,

Simple co-efficient of import and export price indices,
The first quarter.

January - lay.

S
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At the same time, there are certain indications of a strengthening in
the balance of payments, which would appear favourable to an intensification
of economic development, To begin with s there is the change in the composition
of exports and the appearance of new items which may help to reduce
disecuilibrium in the balance of payments. Examples of these products are
cotion, wood, rice, oil and oilseeds, essential oils, hemp and cocoa, which
in 1948 together amounted to 26,2 million dollars, or, in other words, to
11.2 per cent of total exports for thé five republics, This figure should
be compared with the total of 4.5 million dollars far the same product in
1945 (4.3 per cent of total exports). Despite the drop in some products —-
hemp, rice, cilseeds, cocoa — these still accounted for 19.2 million dollars
in 1950, that is, 6.4 per cent of total exports in that year. (Tke drop
in this percertags is likewise due to the rise in the value of coffee — see
Table 10.)

On the other hand, the change in the composition of imports, which is
characterisiics of any process of development, has alsc occurred throughout
Central America.  Attention should be drawa to the expansicen in the import
of capital goods, already observed in Tale 4.,

These faectors, though not decisive as arb'ments in suppert ol 2 policy
of integration, are nevertheless elements which, as has Leen pointzd out,
strengthen the economic position of the Central American republics. DMoreover,
they not cnly facilitate a stuody of the cyelical pesition n% also of the

long-term problems common to ol this arce,

/III, SCOPE AND
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III. SCOPE AdD ReQUISITLS CF A POLICY CF BCOONOMIC INT.GRATION AiD ReCIPROCITY

1. dconomic Union versus Limited Integration

In view of actual conditions, and taking into account considerations
of a practical order, complete economic union of the five Central aAmerican
republics cannot be effected at once, even though historically, they all
aspire to such a measure., It will readily be seen that economic union could
exert considerable influence in the political and administrative field
implying fiscal unification and standardization of legislative preegsdure,
monetary practices, tariff policies in relation to the rest of the world,
as well as the centralization of the policy of economic development.
Assuming full freedom of trade as between the five countries, it would be
necessary to abandon certain cconomic activities characterized as misplaced
or uneconnmic, in order to re-establish them in locations more suitable to
the region as a whole, Without questioning the possible advisability of
attaining these gnals in the course of time, it may be considered that the
immediate objective should be more modest,

A concept of economic integration, adequate as a starting point in the
case eof Central America, would provide for limited integration allied with
a policy of commercial and industrial reciprocity.

Limited economic integration implies a policy which, within the general
objectives of economic development, shall be directed to considering the
optimum location for some of the outstanding economic activitics (especially
industries as well as those transforming agricultural and mineral products)
with a view to creating eptimum size units of production capable of
utilizing the raw materials in the region and of supplying the Jentral
American market as a wholce at the lowest possible cost of productions It
would also mean the establishment of new industries, which would never be
feasible under other circumstances had they to rely solely on a domestic
market, In addition it would signify that instead of installihg oneg or
more small factorics in cach of the five countries, to supply the domestic
markets exclusively, the location of one, two or three units of a more
efficient size could be studied, with regard tn the market factor,
proximity to raw materials, labour, energy or fuel, and tfansportation
facilities, satisfying therc<by the economic reguisites of the rcegion as a
whrle,

/2. The Principle
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)

""" 2+ The Principlc of Rueiprocity

Ideally, of course, it should not matter in which of the five countries
the activity in question was located. However, were this principle to be
accepted, the policy of integration would essentially demand the widest
possible policy of reciprocity.

This in turn, on the one hand would imply an initial general scheme
for establishing and extending industrial activity in Central amcrica
whereby optimum sites would be found in each of the five countries for the
various industries included in the plan., Industrialization is not a process
which can be limited to a given number of countries but in a wider sensc is
a requisite of development for all countrics according to circumstances and
resources of each., In zach of the five ropuslices of Certral Amcrica there
is sufficicrt basis for the expansion 212 csbablishmenn of certain industrices
and transformation processes. Within the geancral norms of integration it
is feasible that cach country should have certain industrics with a market
throughout Cantral America, Conscyuently onc aspect of the princinle of

reciprocity s that cach country sh~aid ke willing to ¢liow certoin industries
of an adequate size to be establish:d in mnher 'ountrics, and in rveturn,
that these other counvries shouid agreo to the establiching of certein

industrics oa the same principles in the Jirst of these, Integrated

h
dsvelopment with inter-related industrics and joined by reciprocal markets
would c¢nsurc greater saving of investments and a higher totszl yicld.

The seccond 1spoct of the policy of recipreciiy iz that concerncd with
comnercial and customs pelicies. In & plan of act.gre~’on, Lo activitices
cstablished with a view to supplying the Central Ancrican ma.ket should
enjoy the privilege of free trade, not being subjert Lo the burden of import
duties levied by any of the countries in ti: aren. Othoerwisc, maximum
advantages could not be derived Irom the crfimun “ocation of these activities
nor would it be possible to minimize costs of »reduction and reduce them to
the level obtainable by establishing plants vwith a higher productive capacity
than that required by the domestic market oxelusively,

Independently of the concrete cases shich mry be proposed for under-
taking a pelicy of limited economic intcegianion, to be analysed in Chapter IV
of the¢ prcesent report, this form of co-ordinated economic development in
Central America palpably requires the adoption of general principles on

/which t~
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‘which to base a commen leng-term policy. Integration could nct be
intrnduced without an assurance of full: coverage fnr the risks run by
each cruntry in placing investments with a view to supplying the whole

Central American market instead of only the demestic market,

3., Requisites of Commercial and Customs Policy and Market Guarantees

Central American crnmmercial policy actually centains a favourable
factor for the introduction of the economic integration policy outlined
above, Traditionally, cormmercial treaties signed with countries outside
this area contain the sn-called "Central American Clause" which under the
most favoured natinn treatment makes exception for the privileges which
the Central American republics may recipracally extend to one another,
Since 1916 a treaty of free trade has been in force as between Honduras
and E1 Salvader., Between 1341 and 1943 a similar treaty was signed between
El Salvador and Guatemala though ultimately it proved less sucessful,
Latély, some of the Central American countries have restated their desire
to find a concrete and practical formula for the policy of preferential
customs treatment to which they have always aspired. In 1951 a treaty of
free trade and ecnnomic integration was signed between E1 Salvador and
Guatemala and another between E1 Salvador and Nicaragua. In their general
- lines these treaties which came into force in 1952 stipulate that the
products listed in the agreement bv each of the respective signatories may
be imported free of any customs levy, a certain number of them being subject
to the possibility of requiring import or export licenses as the case may
be, In arder to solve these and other similar problems joint crmmissions
made up of representatives of each of the signatory powers were designated.
This type of treaty affords an intelligent means of arriving at a certain
degree nf freednm of trade between the Central American countries, withcout
necessarily exacting the adoption of a complex and difficult Customs Union
procedure, This formula resembles what, in the terminology of the Havana
Charter and the Géneral Agreement on Tariffs and Trade (GATT) has been

defined as "a zone of free trade'"w, In fact, in the treaty between

1/ " Article XXIV of the General Agreement on Tariffs and Trade defines

' "a zone of free trade" as a group of two or mcre customs territories

in which the customs and other measures restricting commerce are
suspended on a substantial part of the trade between these territcries; a
two thirds majority of the contracting parties (cellectively considered)
nf the Agreement is required to authorize the establishment of such a
free zcne even though it does not fulfil all the conditions required by

the article. /Nicaragua and
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Nicaraguaé/and El Salvador it has been interpreted as such., The procedure
has been accepted as standard international commercial policy. Without
affecting the foreign trade policy of the Central American countries in
their relations with other nations outside this area it furnishes a stimulus
for reciprocal trade within this area and offers a greater incentive for
greater econcmic development and integration:g

Netwithstanding the fact that this tendency towards treaties of free
trade may be considered to favour, and even to be practically essential for
a policy of economic integration, these instruments are not, in themselves,
sufficient for such a purpose., By suspending duties on certain products
cpportunities are created for commercial entercrise in esch country to find
suitable markets for tieir output in one of the other countries. Undoubtedly
with the exception of Lhose cases in which some country finds it necessary
to impose quantitetive controls 1t would l2ad to an increase of reciproeoal
trade in Ceritral America, But it would nobt necessarily prove conducive to
economic inkegration unless a definite p~licy £r tha® purpese is pursued
in a much more positive and aciive manner.

These are precisely the circuirstances which enable us to associate the
limited policv of intesration sketched «heve with the complementars
commercial aspect of the policy of econcmic reciprocitys The establishment
of expansicn of industries within a general plan of integrated reciprocity
would be one of the most tangible mesns of Jjustifying a customs policy of
free trade agreements and of contributing tc their success since there weculd
then be a serles of articles which could not be produced from the economic
standpoint unless such “rsaties or preferential agreements existed., It is
evident that industrial and ¢ustoms pelicies are motually dependent within
the field of economic integration in Central America,

Hence a eustcms policy consisting of a series of treaties or preferential
agreements involves other requisites when studied in close association with
an industrial plan for the whoie region, Manufacturing activities established
to supply domestic markets and a substantiel proportion of the Central

American market not only require preferential customs treatment from the

1/ Wiraragua is tho only Central American courntry which has signed the
above-mentioned general agrecment.

Ey It is interesting to note that the Commercial Treaty signed between
C-lombia and the United States in 1950 Likewise made an excepticn for the
rreferential treatm:nt which Colombia cculd extend to other signatory

powers of the Quito Charter, ,
/countrles of
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ceuntries of the Isthmus but they must also be assured that such markets
will not, be arbitrarily closed to them. That is to say the concept 6f a
commercial policy ﬁranscends the purely customs aspect .and invilves the
adoption of fermulae which will ensure access to the markets envisaged in
the plamning of the industries for which greater investments would be risked
than ordinarily fequired in order to supply an exclusively domestic market.
It is also necessary tc bring about the gradual standardization of
customs tariffs in relation to countries outside this area, at least as
regards the output of these industries included in the plan of integration.
The reason for this lies not only in the fact that in their initial phases
these new industries weuld probably rcequire a certain amount of customs
protection but also because customs protection in some countries is lower
than in others with respect to similar products imported from beyond this
area so that methods of imitation or contraband enable these foreign products
to enjoy customs privileges similar to those granted to the Central American
products in trade between countries of the Isthmus. Moreover, certain
established industries whilst still improving their techniques must defend
themselves against foreign competition which very often takes the form of
dumping or other unethical procedures. One must not underestimate the
difficulties encountered in the standardization of tariffs even when this
only applies to some products. On the contrary it seems to be a very
important consideration. The first step to be taken must consist in the
standardization of the nomenclature, a basis for which alreadv exists in
recent agreements:; It is also likely that €ustoms regulations would have
to be standardized as would methods of determining custams quotas, assessing
articles and establishing their weights or measurements, There is ample
room for progress in this field but the task is neccssarily a protracted one,
Whilst stressing that a policy of integration and reciprncity presuppuses
certain agreements as regards general economic policy, it would perhaps be
wise to add that the most cbvious type of agreement is that embodying
concrete plans for a given industry in relation to the Isthmus as a whole,
Let us accept in principle that in a given industry X, one or two factories
should be established in Central America with sufficient capacity to supply

the region as a whnle and perhapsveven to export beyond the limits of this

1/ Sec document E/CN.lZ/AC 17/5 on this subJect proscnted by the Exccutive
Secretary of the Commission,
/area, Total
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area. Total investments in these factories may require a substantial
capital outlay. The necessary analyses must be made, the most suitable
location selected, an international mechanism must be set up to promote
the industries, their financing must be studied and obtained; two or
three years later the industries will begin to operate. A formula must
then be found whereby no market of any »f the industries established
according to the plan of integration be endangered in the event that in
that industry additional projects should arise which were not contemplated
as suitable., A means of preventing the opposite result must also be
evolved, so that an enterprise or cnterorises established according to the
plan of integration may not form monopolics nor act in a monopolistic manner
by refusing to supply the market at a fair price. These undoubtedly are
questions which, owing to their crmplexity must be carefully studied by

governments in the light of the experience they derive from practice.

4. The Need to Ensure Technical Progress and the Quality of Production

In any discussion of economic integration, a source of considerable
preoccupation is the problem of how to ensure that the products of an
industry or industries,in which some degreve of specialization has been
reached, should not nnly maintain a uniform level of quality but should also
be responsive to constant technical improvements in manufacturing processes.
It is hardly likely that any Central American country would agree to receive
goods produced by an industry in another country unless they were of an
acceptable standard and their production subject to continuous supervision
from the standpoint of technical progress in order to lower costs and offer
articles which in quality and price are fairly comparable with those
obtainable from other sources. Consequently any plan of economic integration
requires a complementary programme of tachnological research, possibly
centralized in a single institute,~ Furthermore it calls for the adeption
of a means of offering to industries "extension services" similar to those
established for agriculture in different countries and a degree of interna-
tional agreement as regards quality and specifications. Closely asscciated
with this is the training of the labour force in centres established for

this purpose and perhaps centres for training highly-skilled workers,

1/ In this comnoxicn, sce the document E/CWN,12/AC.17/4, submitted by
the Executive Secretary for the Economic Commission for Latin America.

/5. Transportation
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5, Transport as a Fundancntal Problem

 Another requisite of a policy of integration, though in a mere general

aspect, is the improvement and extension of the means and mcthods of
transportation without which markets will necessarily be local and isolated.

The establishment of one or two plants in the area, rather than multiple
factories designed to supply the local market, involves transport over a
longer distance and at a much higher cost, The area of the market envisaged
in new projects would be determined by the radius of supply within which
the increment in the cost of transport is equal or less than the saving in
production effected by the intcgrated project.

Attention has already been focussed on the fact that some of the Central
American countries are advancing rapidly in the field of transportation
while others are only Jjust beginning their basic programmes. The greater
part »f such progress is concerned with ronad transportation., Heretofore,
the principal means of transportation were the railways which, generally
speaking, are inadequate as a result of the lack of rolling stock and the
poor condition of the tracks. In addition from every standpoint passenger
and freight tariffs are extremely high constituting an adverse factor,
Undoubtedly the highways are better than the railwavs as a means of
facilitating reciprocal trade in Central America but the significance of
the latter must not be overlooked., Air transportation, which is likewise
of great consequence for somc products and in certain zones, will undoubtedly
become increasingly important. However, there are limitations to this
form of transportation imposed by the cost of the services as compared with
that of other possible means and by the nature of the products to be
transported by air. Thus far, shipping has not been sufficiently efficient
or cheap as a means of inter-Central Amcrican transportation. On‘the one
hand it creates a problem of ports -- material conditions, services and
the cost thereof -— and on the other there is the question of shipping
conditions themselves, It might be advisable to examine the possibility of
establishing regional coastwise trade facilities to simplify the task of
integration. ,

The whole preblem of transportation is of such prominence in a policy
of integration that it was deemed impossible to consider it in detail for

/the purposes
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the purposes of the present report. Therefore the Economic Commission for
Latin America in collahoration with the Technical Assistance Administration
of United Nations and at the reguest of the governments of the Central
American Isthmus, began a general analysis taking into accourt not only
transportation reqguirements for the internal development of each country
but also those arising from the possibility of regional economic

integration and reciprocity as a whole.

6. The Need to Encourage the Development of Energy

Unless greater availabilities of electric power can be supplied in
Central America no industrialization is possible and the policy of
integration would be frustrated., Few sources of hydro-electric power have
been developed up to date; at the same time the generation of thermic
energy depends on fuel imports. On the basis of very provisional data, it
is estimated that the current generating capacity of electric power plants
in the five republics amounts to some 140,000 kilowatts, including that of
enterprises generating electric power for their own use, Of this total,
approximately 39,000 kilowatts are generated in Guatemrala, 39,000 kilowatts
in E1 Salvador, 11,000 kilowatts in Honduras, 15,000 kilowaits in Nicaragua
and 36,000 kilowatts in Costa Rica. At present, most of the plantc work at
peak capacity, the existing distribution facilities preventing any further
increase in consumption, with the exception of Costa kica the price of
electric power is ouite high; in fact it is over 5 United States cent per
kilowatt~hour, For the time being industrial and urbar development are
checked both by the lack of power supply and by its price. FExpansion
projects, mainly comprising the work of the Lempa Electrification Commission
in El Salvador and of the National Institute of Electricity in Costa Rica
contemplate an increment for 1954 in the total capacity of these two
court ries amounting to 30,000 kilowatts and 10,000 kilowatts respectively.
Other projects in Guatemala and Nicaragua (the latter based on thermic
generation of energy) might perhaps add a further 14,500 kilowatts in 1955,
provided they are carried out. It is to be feared that these increases will
only be sufficient to meet the expansion in power consumption projected in
1954 and 1955 and that the situation will therefore not have improved to any
great extent by that date unless new research and plans are at once begun
with a view to installing additional units and to employing unutilized
waterfalls, In this connexion it should be noted that the problem is

/already being
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already being examined in El Salvador and Costa kRica, A policy of industrial
integration will therefore call for a speeding up of the studies directed to
developing new sources of electric power especially in Guatemala, Honduras
and Nicaragua. Co-operation in the field of electric power, including basic
studies and the training of Central American experts, may provide a successful
means of strengthening the policy of economic integration esﬁecially when the
experts of one country are trained elsewhere within this region. In the near
future it would appear advisable to provide for the linking up of the
electrical systems of certain Central American countries in order that, as
in all general energy networks, differemt 2zones may make use of seasonal or

occasional surpluses of energy generating capacity.

7. Firancial Co~operation

One of the essential conditions in a policy of integration and
reciprocity regarding which it is difficult to decide upon the formula to
be adopted has been left for the end, namely, the necessity for financial
co—operation. If agreement can be reached as regards a plan for estzblishing
a given in-ustry X in one or two sites to supply the whole of Central
American demand, the total investment requirsd may not cnly be greater than
that for a smaller industry supplying the cenestic market exclusiveliy but
1t may also be subject to additional risks’in‘wiew of the fact that a portion
of the market is located in other Central American countries. These latter
could perhaps follow a different policy that would affect the industry
adversely or they might perhaps be compelled to ‘myose certain resurictions
on foreign trade which would likewise provoke adveise cunsequences for that
industry. It was pointed out above that in a polisy of integration it was
important that none of the industries established by that poiicy should have
their markets closed arbitrarily. Whatever solution may be found for this
problem by a purely administrative body, an attempt should also be made
indirectly to cover a part of the risks of investment and at the same time
ensure an eguitable sharing of such risks.

This might consist in some of the Central American countries, or even
in 211 five, subseribing equal portions of public or private capital for
investment in those industries specified in the plan of integration, the
total recuirements of which would make such procedure advisable. The

/mixing of
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mixing of private capital of two or more Central Amcrican countries has
already been observed in various industries so that it should not be
difficult for this method of financing to be extended to other industrial
activities, On the other hand, it is possible that in certain cases one

or more of the development banks or institutions may have a special interest
in such financing. Again, a certain percentage of foreign capital might

be necessary or useful whether it is of private origin or obtained from

some of the foreign banking organizations or other foreign or international
agencies. In such cases it would seem'fairly logical that the responsibility
for a debt or foreign obligation, accepted with a view to establishing a
given industry in accordance with a definite plan of integration, be shared
among all the countries or at least several of them instead of allotting
this burden to a single country.

The assumption that findncial co—opsration is possible and that internal
sources can provide a part of such financing rests on the assumption that
all the Central American countries will co-ordinate their cfforts to extend
the capital market and to provide greatcr resources for private banks and
developmsnt corporations in order to effect long-term industrial ond
agricultural credit operations. Basically the key to this problem is
the lack of any adequate direction and even the scarcity of savings, It is
possible that new incentives may be created to attract idle capital to
public and private loans, as well as capital placed abroad. The taxation
capacity might also be increased with a view to providing increased
budgetary resources for public works and other investments associated with
development, However, as a rule these processes are slow and during their
evolution there 1s a lack of the resources required at once for industrial
and agricultural development. It is important to emphasize that not only
are funds lacking for long-term credit operations but also to meet the
demand for short-term agricultural, commercial and industrial credits.
Though improvements may be made in banking techniques and methods the
resources availlable to credit institutions appear inadequate to replace
entirely the non-banking forms of credit {among these money-lending
operations) and to provide the additional credit for economic development ,

It is essential that a solution be found for the problem of lack of
funds required in order to make more efficient use of the banking svstem

/in support
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in support of plans for increasing production and for any projects of economic
integrations It would therefore be advisable to consider to what extent the
present methods adopted in Central America are able to provide the resources
needed for agricultural and industrial banks and development corporations, or
vhether other sources should be tapped, Among the latter,'ohe might consider
some regional agency which would divert foreign capital to the Central American
credit system either through a banking institution made up of the five
countries.or by grouping or association of the organizations already established.
This then is one aspect of financial co-operation in which careful study may
offer a profitable solution for the economic development of Central America

and at the same time for integration in this region.

8. Commnity of Objectives_and Means

The reasons set forth above seek to emphasize the importance of an
immediate and not over-ambitious though daring objective in the field of
economic integration. Neither perfection nor an ideal plan should he aspired
to, since centuries wovld pass before attaining such a goal. It should be a
limited objective based on a co-ordination of effort in crder to erort strong
influence on economic development. Without co-cperatica and a comaurity of
objectives in matters of commercial and customs noliey, industrial planning,
technical rrogress, development of transpci etion and euergy and pozsibly
~ financing, economic integration is impossible. From ths moment that a policy
of integration is recognized as an essential and complenentary principle of
economic'development in Central America, the policy of one country's development
¢an no longér be isolated from that of-thc other Jcur r:rublies, I the need
for irtegration is acknowledged, it is essentisl :nd evon fundamental that the
domestic development projects now being studied in certain countries should
take into account those planned by their neighbcurs, Furthermore, certain
proposed investments of international importence in the Central American Isthmus
* should be examined in the light of the benefit that might accrue to the region
as a whole and in the light of alternative solutions which are technically and
economically feasible,

During the past few months the Secretariat of the Economic Commission for
Latin America has had occasion to consider certain concrete sectors of industrial
activity in which orderly development might be desirable with a view to
integration. The following chapter contains the data supporting these
" proposals and indicates some of the specific technical recuisites which must

be provided for in each case,

/IV. CERTAIN INITIAL



E/CN,12/4C.17/3
Page 46

IV, CERTAIN INITIAL POSSIBILITIES IN INDUSTKRY

1. General Considerations: _Co-ordinated Application of Technology
to Possible Projects of Integration

Central America's wealth in natural resources, notwithstandin the
scantiness of accurate data, justifies the consideration of certain concrete
possibilities of industrial development in accordance with the concept of
economic integration and reciprocity as outlined above, From the preliminary
study made of the economy of the Central American Isthmus it will be seen
that in several sectors of industry and of transformation of agricultural
and mineral products the development of industry might be projected forthwith,
from the standpoint of Central America as a whole and not of a single
country, provided that there is a possibility of access to the whole of the
Central American market being unhampered by any customs barriers.

The following pages contain the reasons and data which justify submitting
to the consideration of the Committee of liinisters of Economy of the Isthmus
(pursvant to resolution %ﬁiz7of the Economic Commission for Latin America) a
number of preliminary but specific suggestions for the co-ordinated development
of the following industries: cotton textiles, vegetable oils and fnts, inner
tubes and tyres, foctwear, tanning materials, meat and hides, dairy products,
forestry products, wood pulp and paper, pottery and glass and other industries
such as fishing, preserved fruits and vegetables, fuel and certain chemicals
and tools, as well as matches, etc., Similarly, a suggestion is made regarding
the advisability of carrying out a systematic siudy of the mineral resources
and of further developing the benefits derived from them,

It is evident that present-day knowledge is far from adequate as regards
natural resources, the most appropriate techaiques, and the factors determining
the optimum location of the industries mert icned above so that no definite
and precise resolutions can be drawn on the basis of the following suggestions.
On the contrary, there are a number of concrete points and technical guestions
in each industry which would have to be settled before even deciding on the
establishment of such industrial enterprises. Considerable progress has been
made over a period of years in some technical matters as a result of the
isolated efforts of Central American national organizations and of private
enterprise, as well as of the technical co-operation afforded by different

/foreign and
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foreign"ahd international institutions. In such cases the studies and
conclusions reached should be taken into account. In cthers, gaps will be
found either because a technical problem was examined only with reference to
a single country, not taking into account the other republics of the Isthmus,
or because research and study have been limited to certain resources alone
or alternatively because some significamt aspects have been omitted.

The technical assistance at present lent to Central 'Amefiéé in different
basie branches of the economy such as transport, energy,_ indusi:ry and problems
of public health and administration is of fundamental importance to economic
development, and consequently is essential to a policy of economic integration
and reciprocity. It is therefore probable that in circumstances in which it
appears advisable from the standpoint of concrete proposals of integration,
an attempt at greater co-ordination should be made both as betwém the
Central American govermments themselves and between these govermnments and
foreign agercies which extend technical assistance, thus ensuring a greater
concentration of human effort.

This being so, in the concrete projects of integration suggested below,
there would be immediate justification for a co-ordinated study of the
technical gquestions and problems to be sclved, based on the collabo ation
of the competent national and international agencies in each case. In the
event of the Central American republics wishing to request some concrete
form of foreign technical assistance, this might be given by drawing up
specific programmes with a view to obtaining the maximum of benefits for the
whaole region. Should the governments of the five republics so desire, a
series of technical assistance projects for Central America could be prepared
directly linked to projects of industriai integration, each designed to
provide conclusions and recommendations of a practical order and constituting
a positive incentive for the orderly development of a given industry or group
of industries. | |

The following suggestions are based on the assumption that their
execution depends on carrying out the technieal analysis which should precede
them, Both the data submitted and the listing of the technical problems for
study must be considered as preliminary and in no way exhaustive, It should
be regarded as the result of preliminary investigations a_n.d compilation of
data by the Sécretariat ‘of the Economie Commission for Latih America,

/Difficulties in
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Difficulties in collecting scattered data related to Cemtral America and the
gaps and omissions of the various statistical series meke it impossible to
give as definite a form t o many of the concepts as might have been desired.
On the other hand, the statement is brief and clear in order to focus

attention only on the more important conclusions.

2. Industries to be Considered
(a) Cotton textiles. In giving first place to the cotton textile
industry it is 'acknowledged that this is one of the oldest and most highly-

developed industries in Central America and one to which substantial investments
have been applied, However, owing to its importance and to prevailing
technical corditions as well as the need to find a wider market and the
possibility of substituting textile imports, together with the prospect of
absorbing Central American cotton fibre surpluses, this industry should be
given an outstanding position in any general plan of integration.

Cotton planting has developed in Certral America since the Second world
War, During the course of the last few years it was sharply stimulated by
prevailing high prices which proved a strong incentive in expanding the area
sown, Central America as a whole now produces more than 300,000 (1CO 1b)
quintals of cotton' and is a net exporter of this fibre. Guatemala is
practically self-sufficient; El Salvador and Nicaragua have appreciable
surpluses, and Honduras and Costa Rica have begun its cultivetion, In El
Salvador cotton cultivation and sale has been highly organized by the
"Cooperativa Algodonera! (Cotton Co-operative), Plantation is highly
mechanized, following scientific methods. Production is carefully graded
and a fair standard of technical development has been reached. In Guatemala,
cultivation was almost wholly encouraged by the goverament, through the
Proc‘ructiqn Development Institute, but was seriously hampered by disease, The
yields are low and there can be no assurance, as exists in the case of El
Salvador, that the present level of production will be maintained., In
Nicaragua, the increase in cotton cultivation haé been accompanied by
considerable mechanization but much remains to be done in the way of disease
control and selection of improved varieties,

Cotton yarn and textile manufacture is principally concentrated in
El Salvador though a certain number of factories are found in other countries,

/many of
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many of them established since the end of the nineteenth century or the
beginning of the twentieth. On the whole, ecuipment is anticuated; industrial
organization follows out-of-date patterns and productivity is low, The goods
manufactured are of a fairly ordinary quality: coarse cotton cloth, drills,
mixtures and a little cotton knitwear. Total production in Central America
is calculated at about 30 million yards, of which two thirds are produced in
El Salvador and the remainder principally in Guatemala and Wicaragua. The
total value of Central American production mgy be valued at about 11 million
dollars. '

Some effort has been made to renew equipment and improve technicue.
A member of the United Nations Technical Mission in E1 Salvador has been
working in an advisory capacity to different factories there. In Nicaragua,
a new factory with automatic looms was installed and it is believed that
the industry can be further enlarged in that country. The general problem,
however, lies rather in the reorganization of the industry, but from a
Central American standpoint, with a tendency towards specialization in the
existing factories whilst raising average productivity by renewal ol
equipment, technical control of production; improvement in labcur stzndards,
etc.l Central America at present spends more than 1% million dollars on
imported cotton textiles exclusive of thread, yarn and manufactured cotton
cloths (see Table 7 above), It is likely that under conditions of efficient
operation and by increasing productivity in the factories, a substantial
propoftion of these imports could be replaced by Central American preduction.

In view of the foregoing, it may be concluded that there is a basis for
co-ordinating the development of the cotton textile industry, of Central
America by better utilization of existing factories, provided that technical
conditions can and will be improved.

It is suggested that in formulating a concrete plan of development in
the textile industry, in accordance with standards for economic integration,

a groupeof technicians, working jointly, should carry out investigations

;/ A report prepared by the Economic Commission for Latin. America for
five Latin American countries — namely, Brazil, Chile, Ecuador,
Mexico and Peru —— shows to what extent it is possible to increase
textile productivity without recourse to substantial investment in
equipment. See United Nations, Department of Economic Affairs,
Labour Productivity of the Cotton Textile Industgx in Five Latin
American Courtries, New York, 1951.

/covering the
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covering the following subjects:

(i) Economic-industrial analyses of yarn and textile manufacture
in Central America, indicating the means of increasing
productivity either by improved organization, introduction

of new machinery or the training of labour and management.

(ii) To consider the basis for rationalizing the industry in
order to effect a degree of product specialization for the
Central American market and subseguent co-ordination of the

future expansion of this industry throughout Central America.

(iii) To carry out a climatic and ecological study to determine
in which parts of Central America it would prove eccnomic
to continue the cultivation of cotton and in which it would
be preferable to abandon it provided that the producer
countries of that region can supply non-producers within
the scope of a programme of reciprccity; to consider the
possibiiity of developing types of Egyptian cotton and
generally to indicate the means of intensifying the
efforts to increase yields and improve the cuality of
the fibre,

(b) Vegetable oilsand fats. The production of vegetable oils and fats

is another activity of considerable significance in Cerntral America. In

some countries, it has developed proportiocnately with the increase in the
‘cultivation of oilseeds. The expansion of this industry is not only of
consequence in connexion with the utilization of cotton seed surpluses, but
it also supplies some of the basic wants of the population whilst offering a
means of saving foreign exchange by reducing imnorts of animzl fats and of
vegetable oils and of fats themselves, amounting to 2,0 million and 700,000
dollars respectively. (See Tables 11 and 12.) The development of the
industry is also important since it provides a source of concentrated cattle
feed and a raw material for the manufacture of soap.

Despite the scantiness of the production data available it may be
assumed that there have been increases though these do not conform to a
uniform trend. In 1948 the production of Vegetable oils and fats in El
Salvador totalled some 111,000 quintals (5,000 tons), as compared with a

/fifth of
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Table 11 Central ‘merica : Imports of lard
Guatemala ~ El - -Honduras Nicaragua Costa Total é,ofifotal
Salvador Bica a/ .  imports
Volume
{tons)
1937 235 22 31 - 622 910
1945 421 9 — 102 1 332 1 864
1946 L02 6 - 17 - 984 1 409
1947 211 24 - 163 1091 1 489
1948 197 252 — 50 10821581
1949 2 066 131 - 146 2 295 L 638
1950 2 865 580 4 253 2 22 6 124
1951 ‘e e - e L] .
Value
(thousands
of dollars
cif)
1937 66 L L —_— 157 231 0,39
1945 137 L - 38 L88 687 0-73
1946 177 3 - G 553 742 0,59
1947 142 12 - 12 691 957 0.49
1948 128 89 - 35 666 918 0442
1949 724 71 - 59 855 1 709 0.81
1950 904 176 2 98 799 1 979 0.85
1951 ee v e ——— [N ] L] - e
Sources : Foreign Trade tatistics for the five renubliecs. (4 mart of
item 091-02 of the Standard International Trade Classification,
SITC.) '
a/  Including small quantities of Inter-Central Arerican trade

(principally exnorts from Honduras to 31 Salvador), which in
1947 amounted to a total of 102,000 dollars, in 1948 to
128,000 dollars, in 1949 to 86,000 dollars and in 1950 to

only 24,000 dollarse.
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Table 12 Central America : Imports of Vegetable Oils and Fats

Guatemala El Honduras Nicarapua Costa Total J of total
Salvador Rica a/ imports
Volume
(tons)
1937 592 152 - .s 1 322 2 066
1945 60 119 82 71 378 710
1946 198 gl 99 42 267 690
1947 207 145 103 60 339 854
1948 304 162 - 146 63 228 903
1949 721 151 113 71 289 1 345
1950 753 L19 159 80 308 1 719
1951 .o se 176 .o oo .
Value
{(thousands
of dollars
cif)
1937 141 38 - - 221 400 0.7
1945 71 52 37 3 181 355 04
1946 123 L2 L8 18 140 371 0.3
1947 184 99 71 54 220 628 0.3
1948 237 119 116 52 167 691 0.3
1949 415 88 77 L5 167 752 Ou4
1950 312 178 92 L8 155 785 0.3
1951 . .o g4 .e ce oo .e

Sources : Foreign Trade Statistics for the five republics, including
edible and non-edible oils, such as margarine. (Items 091-01,
091-02 and a vart of 412 of the Standard International Trade
Classification, SITC.)

a/  Includes Inter-Central American Trade - principally exmorts
from &l Salvador to the other countries, amounting to a total
of 142,000 dollars in 1947 and 143,000 dollars in 1950.
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fifth of that volume in 1946, In other Central American republics production
is much lower though no precise data are available., Total production for
Central America is approximately 8,000 tons, There are a number of fairly
modern factories though these may not always be ideally located in relation
to the source of the raw material. At all events, it is believed that the
prroductivity of these factories and the quality-of their output might be
improved.
Most of the oilseed employed by these factories is acquired locally
and in some cases, such as that of Costa Rica, it is brbught from neighbouring
ydr nearby countries. Natural conditions in Central America, and especially
in Guatemala, E1 Sélfadbr and Nicaragua, are favourable to the cultivation
of cotton seeds, "ajonjoli", etc. It‘would'appear that there are even
surpluses which could supply the whole of Central America, In some
countries, the production of oils and fats‘from the African palm has been
devéloped. There are large tracts covered with "corozo! (or "corojo"), a
tropical palm with an oil-bearing nut. In El Salvador, experiments have
recently been made with a view to extracting oil from the "aceituno"
(Simaruba glouca), a‘wild plant found practically throughout all of Central

America and Southern Mexico which, further to containing an edible oil,

prevents erosion and offers means of reforesting low rainfall areas.

With a view to future development of the manufacture of vegetable oils
and fats, and in order to avoid the duplication of factories or poor
location, in any plan of integrétion'a group of experts should be appointed

to perform the following concrete tasks:’

(1) To visit factories producihg vegétable oils and fats,
.and so determine the means of increasing productivity
and improving quality especially as regards obtaining
‘higher percentages in the extraction of oils.
(ii) :To estimate the possibility of increasing the manufacture
of hydrogenated vegetable fats as a substitute for lard,
at the same time studying the optimum location for such

"factories.

/(iii) To examine
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(iii) To examine the industry as a whole, indicating the most
adequate sites with a view to future expansion in order
to supply the Central American market as a whole, taking

into account the various oilseeds available,

(iv) To consider the possibility of speeding up research on
the extraction of o0il from the "aceituno' as a basis
for justifying the industrial projects drawn up in this
field or to be prepared eventually.

(c) Tyres and inner tubes. The manufacture of tyres and inner tubes
has emerged in many countries as a result of the development of motor
transport. During the past few years, the number of passable roads has
increased considerably in Central America. Many importart projects have
been planned and others are being carried out in the five Central American
republics., Considerable incremert in motor traffic as well as in the number
of vehicles may therefore be foreseen over the next few years.

Available shabtistics regarding the number of vehicles in each country
do not appear to be very complete, However, it is estimated that in the
Central American Isthmus there are, at present, some 40,000 vehicles,
consuming a total of no less than 160,000 inner tubes annvally, Aggregate
demand of this nature (without taking into account the possibility of demand
from Panama and other neighbouring countries, which might be an important
factor in determining the feasibility of a facteory) seeus sufficient to
Justify a plant of medium capacity. Imports during 1950 amouwnted to 3,2
million dollars. (See Table 13,)

During the past few years, rubber growing has been introduced,
especially in Costa Rica. There, production of such articles as rubber
soles and heels, packing material and rubber toys by local enterprise has
enabled domestic industry to replace all imported goods of this nature.
During the Second World War, under emergency conditions, the production of
rubber was increased especially in Nicaragua. The rubber was gathered from
wild trees and some experimental attempts at cultivation were begun. Since
the war, however, production has fallen off, Despite special conditions
prevailing during that period, if a tyre factory were to be set up, the
cultivation of rubber would probably be stimulated on a commercial basis,

/as was
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Table 13 Central America : Imports of Rubber Tyres and Tubes
Guatemala . El Honduras Nicaragua Costa Total 7 of total
Salvador a/ tica “imports
Volume
(tons)
1937 - .180 113 . 98 .o . 75 L66
1945 157 90 122 168 128 865
1946 592 243 167 L02 328 1732
1947 720 L7 323 L46 373 2 339
1948 700b/ 365 288 394 230 1 977
1949 ' 526 311 289 411 324 1 861
1950 736 583 308 399 490 2 516
1951 e (Y 385 o .o 0
Value
{thousands
of dollars
cifi) |
1937 132 37 75 co 51 345 Ce59
1945 194 - 119 179 . 250 158 900 098
1946 753 302 201 L7 380 2 123 1.68
1947 1 015 618 450 608 Le2 3 153 1.61
1948 8l8b/ 476 0382 . 531 275 2 482 1.13
1949 684 397 369 509 359 2 318 1.09
1950 953 - 749 376 . 518 - 589 3 185 1.37
1951 .o .e ; 559 e .s . -

- Sources : Foreign Trade Statistics for the five republics. (Items 629-01
of the Standard International Trade Classification, 'ITC.)

g/ The figures for Nicaragua include other r~oods manufactured from
hard and soft rubber in all years excent 1950: in that year,
imports of tubes, comprise 70 ner cent of the total value of
imoorts of rubber and goods manufactured therefrom.

s

b/ 1948 figures estimated on the basis of "Unspecified rubber ~oods".



E/CN,12/AC.17/3 .
Page 56

as was done in part in Costa kiica.

With a view to deciding upon the feasibility of installing a tyre and

inner tube factory it would be necessary for a group of experts to consider

the Central American area as a whole, taking into account the points listed

below:

(i) A complete analysis of market conditions and of the
volume and frecuency of demand for inner tubes and tyres,
bearing in mind the different cleosses and specifications
thereof.

(ii) The determination of the most favourable location for
a tyre factory in relation to the market in the five
Central American republics, taking into consideration
the possibility of supplying Panama and other

neighbouring countries.

(iii) A study of raw material production, in order to
formulate a long-term supply plan of natural rubber
in Central Awmerica, including all the essential

agronomic aspects.

(d) Footwear. Annual production of footwear in Central America is
calculated at somewhat more than 2,5 million pairs for a popuvlation of
8 million inhabitants., Imports amounting to only 150,000 pairs and worth
546,000 dollars, are absorbed by the higher income classes., (See Table 1. )
In Central America there are no modern footwear factories, and attempts to
install efficient plants have met with failure. MNost of the footwear is
handmade or, alternatively, involves semi-mechanical methods. The industry
is located either in small workshops or in thz homes of the workers.
Consecuently, provided that the supply and cuality of soles and leather
can be improved, there is a potential market which would stand the
introduction of a modern industry if it could supply the population with
a low-priced product, On the other hand, it must be acknowledged that any
transformation of the present footwear industry will provoke far-reaching
social problems, Heretofore, modern machinery has not been introduced into
the manufacture of footwear owing to the resistence of the shoemakers'

/unions, representing
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Table 14 Central America : Imports of leather Footwear
- Guatemala &1 . Honduras Wicarasua Costa Total 7 of total
Salvador a/ Rica imports
Volume .
'Ztonsi'
1937 - - 43 .o 10 53
1945 - - L9 _ 12 7 68
1946 - -— 68 15 12 95
1947 2 - 59 19 8 88
1948 8 - 7L 16 7 105
1949 20 -~ 78 14 2 114
1950 19 1 105 37 1 163
1951 : ae o e . 90 .e o e
Value
(thousands
of dollars
cif,
1937 2 .e 81 .a 11 gL 0.16
1945 3 .- 127 . 18 25 71 0,19
1946 6 1 169 25 36 237 0.19
1947 18 2 188 48 28 284 0.15
1948 65 1 272 42 31 411 0.19
1949 164 1 269 23 6 4,63 0.22
1950 146 L 337 56 3 546 0.23
1951 .o .o 379 oo o ae o

Sources : Foreign Trade Statistics for the five rerublics. (Item 851-02
of the Standard International Trade Classificstion, SITC.)

é/ The statistical series for Nicaracua show thousands of pairs as
the basic unit. In the above total it is assumed that one rair
plus its respective vacking is equivalent to 1 kilogramme in
welghta
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unions, representing several thousand members in each country.

The process of modernization must occur inevitably; in fact, some
progress has already been made along these lines arnd both government and
private enterprise have expressed their interest in this connexion., For
instance, Costa Rica has revoked a law prohibiting imports of footwear
manufacturing machinery, It would therefore be a very opportune occasion
to carry out a general study, envisaging the mechanization of this activity.

In order to solve this problem and to plan the development of the
industry, it would be necessary for a group of exports to carry out the
following programme: .

(i) To examine the basis for the modernization of the
footwear industry, taking into account supply centres
of hides and leather, with a view to determining the
most suitable location for one or more factories, which
would cover demand in the different Central American

consumer centres.
(ii) To study the potential market 'in Central America and
export possibilities in that regiom.

(iii) To formulate measures for the better utilization of
the current labour force in a modern footwear industry
and to promote the gradual displacement of the labour

surplus into other activities.

(e) Tanning materials. Broadly speaking, the basis of the tanning

processes in Central America is quite empirical and, consecuently, deficient,

The main products employed are the bark of the mangrove tree and of the

nacascolo, of the dividivi species. Limitec use is made of tamning extracts

and of more efficient mixtures. The domestic footwear industry can only

barely be supplied with sufficient soles and these are not always of a good
cuality, the higher-grade leathers being imported.

Mangrove swamps and nacascolo trees are found in many parts, but they
have not been utilized on a commercial scale. On the other hand, in
Southern Rhodesia, Kenya and South Africa, a variety of mimosa, known as
black wattle (Acacia mollissima willd), has been successfully introduced

/with a
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with a view to obtaining tanning extracts., This plant could be introduced
throughout Central America with a dual advantage, namely, that it would
assist programmes of reforestation and the prevention of soil erosioh, in
addition to providing a good tanning extract and lumber and firewood.

Bearing in mind the development in the demand for leather, including a
possible increase in the manufacture of footwear, it would be advisable to
establish a modern tamning extract industry adapted to the most suitable
technicues for the materials available in Central America. In this instance,
short-t erm results could be obtained by employing known tanning materials and
at the same time a long~term programme could be simultaneously developed based

on other products such as black wattle,

In order to develop the production of tanning extracts in accordance
with the plans for Central American economic integration, a group of experts
should undertake the following studies:

(i) To determine the best species providing suitable tanning
‘ materials, and also the most propitious areas for their

cultivation.

(ii) To examine the possibilities asnd methods of introducing

black wattle and to indicate the ideal zones for the

plantations.

(iii1) To indicate the optimum site for taming extract

factories.

(f) PErocessing of meat and hides. With a few exceptions, the supply

of meat in Central America is purely local and for the most part no technical
methods are used. There are very few moderﬁ characteristics, cold storage
and the freezing of meat being carried out only on a small scale and
exclusively for export to the United States., Instead of establishing a
single large centre for the refrigeration and pwcking of meét, the cattle
is moved over long distances -- for instance from Nicaragua to E1 Salvador
and Guatemala -~ and so loses considerable weight and is subjected to very
adverse conditions. Factors such as the loss in Weighb énd the effects of
cattle diseases and parasites influence local supﬁlies seriously.

However, there is a large cattle population, some of the breeds being

/well adapted
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well adapted to the low-lying tropical area. If these were carefully studied
and protected against disease, they might become the basis of modern
industrial enterprises located, for instance, in Nicaragua and Northern
Honduras. Specialized institutes are carrying out fruitful research in this
field, though probably not on a sufficiently wide scale. The various
governments have begun sanitary campaigns with a view to suppressing

disease but adequate extension services have not yet been introduced.

Owing to the condition of the cattle, the tanneries face many
difficulties., Deficient feeding of the cattle, disease and parasites,
improper methods of branding, etc., lower the quality of the leather from
the outset. DMoreover, generally speaking,‘slaughtering methods prevent the
obtaining of good quality leather with the maximum wilization possibilities.
Lastly, hides are not well preserved and treated prior to the tanning process.
There are naturally exceptions to what has been said above; however, given
conditions in the slaughter houses, no great improvement can be expected for
the time being., Central America is an exporter of untanned leather, importing,
in tumn, tanned hides and skins. These iuports involve a gross annual
expenditure of some 2,3 million dollars in foreign exchange per annim (sece
Table 15) which could undoubt edly be redvzed. The develovment of oiher
industries, such as footwear and leather goods, depends on improvement in
the ouwality of the hides and in prevailing tanning methods,

Prior to determining the location for developing an industiry comnnected
with the preparation of meats and hides, in accordance with a Central American
programme of economic integration and keeping in sight the pocsibility of
exports to the United States, Cuba, Venezuela and other countries, a more
detailed study should be made by a group of experts working through field

investigations and concentrating their attention on the following problems:

(i) The re-location of the slaughter houses and the
establishment of centres for resting and fattening the
cattle related to the main cattle areas of Central America
and to transport facilities, on the assumption that it is
preferable to carry meat rather than cattle.

/(ii) The determination
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Table 15 Central America : Imnorts of Hides and Tanned Leather
Guatemala El Honduras Nicaragua Costa Total 7 of total
Salvador : Rica - -  “imports
Volume
tons
1937 L5 88 68 . es Th 275
1945 22 106 59 48 152 387
1946 L2 L5 8L 39 90 300
1947 37 Lo - 75 L6 120 318
1948 36 73 98 48 124, 379
1949 60 84 32 L5 156 377
1950 73 121 - 110 52 . 207 563
1951 L ] .o 126 > ® e . e
Value
ithousands
of dollars
cif)
1937 202 215 149 " ee 202 828 141
1945 128 24L5 - 219 260 425 1 237 1.39
15946 221 200 313 205 329 1 268 1.00 -
1947 261 224 300 325 611 1 721 0.88
948 248 370 436 - 332 546 1 932 0.88
1949 ' 250 132 309 208 €91 1 890 0.89
1350 287 519 419 291 751 2 267 0. 97
1951 .e .e 436 Y ae L) o0

Source : Foreign Trade Statistics for the fi#e renublics. (Item 611-01
of the Standard International Trade Classification, SITC.)
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(ii) The determination of the basis for the establishmemnt
of refrigerating and packing centres alongside the

main slaughter houses.

(iii) An indication of the minimum basis for modernization
of existing slaughter houses and the improvement of
their technioue, including slaughtering methods
affecting both the gquality of the hides and the
utilization of animal by-products.

(iv) Analaysis of the cattle raising situation and of
the possibilities of improvement from the standpoint
of breeds, sanitary conditions and government services,
suggesting a basis for the co-ordination of livestock
research in Central America ahd making the necessary
recomnendations for the intensification of research

at Turrialba and other centres.

(g) Dairy products. With the exception of the highlands of Costa Rica

and some isolated areas in the other courtries, the milk produced in Central
America is not obtained from specialized breeds of dairy cattle, lioreover,
technical and economic conditions are inadequate in the dairy industry.
Broadly speaking, the supply of milk is entirely local, the yield is
extremely low and consumption is therefore infinite. In Central America
large quantities of powdered, evaporated and condenséd milk are imported,
representing a total of almost 2,7 million dollars. (See Tables 16 and 17.)
The acknowledgment of this low level of consumption recently led United
Nations International Children's Emergency Fund (UNICEF) to assist in
installing small pasteurizing and powdered miik plants for feeding school
children. Other projects have also been planned.

In Honduras and Costa liica, work is being done in connexion with the
selection of suitable breeds of dairy cattle adapted to different climatic
conditions. There is, however, econsiderable difference of opinion as to
whether or not dairy cattle should only be bred in the highlands or they
could be introduced into the low-lying,damp, tropical zones as well. The
‘time appears opportune to determine the best conditions for milk production

/and industrialization
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Table 16 - Central America : Imvports of Bowdered Milk
Guatemala E1 Honduras Nicaragua Costa Total @ of total
Salvador a/ b/ Rica </ imports
_i§7 D nica POTLS
Volume .
(tens)
1937 36 .e .o .o 22 58
1945 87 .e 27 .o 281 398
1946 194 . 190 .e 614 998
1947 342 .e 165 .e 481 1 018
1948 520 oo 189 . 503 1 282
1949 722 .o 255 .e 391 1 L4E9
1950 1 035 .o 302 oo 1312 2771
1951 . oe 540 .e . .o
Value
(thousands
of dollars
cif.)
1937 2[4« - LY o0 8 32 Oe 05
1945 85 - 26 .o 232 343 037
1946 188 - 113 .o 531 £32 0.66
1947 333 - 165 o 481 979 0,50
1948 659 — 164 .o 574 1 L74 0.67
1950 935 et 232 a0 733 2 130 Oo 9:]_
1951 o8 LY 295 L} L3 L] oo
Sources : Foreign Trade Ctatistics for the five Republics (Item 002-02

of the Standard Internationdl Trade ClassificatiohJSITC),

Imports in Honduras include milk for baby feeding and others
such as "lactogeno", "Nestogeno", "Perlagon" and Dryco'': some
years also include condensed milk imports.

The data for Micarazua and 2l Salvador is included under
"condensed milk" (sece Table 17), since there is only one item
for milk products.

This does not include Nicarasua or -1 Salvador.
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Table 17 Central imerica : Impnorts of Condensed and Evaporated
1iilk
Guatemala 51  Honduras MNicaragua Costa Total % of total
Salvador af Rica imnorts
a
Volume
(tons)
1937 59 .12 214 . me 181 LB6
1945 53 .50 101 o117 775 1 096
1946 L .. 69 170 213 546 1 042
1947 92 L1311 113 253 799 1 388
1948 105 110 73 247 639 1 174
1949 L9 177 111 .. 223 906 1 466
1950 : 149 222 100 . 580 792 1 843
1951 aa [ X ) 82 .e . *n
Value
(in thousands
of dollars
cif)
1937 11 4 60 ee 32 107 0.18
1945 15 30 31 62 211 349 0.38
15486 13 . L6 50 118 165 392 0.31
1947 36 . G2 3L 152 262 576 0.29
1948 ’ Ll 90 22 167 228 551 0.25
1949 63 141 38 114 294 650 0s31
1950 52 . 157 29 o183 144 565 0e24
1951 .e .o - 25 .o .o .o oe

a

Sources : Foreign Trade Statistics for the five republics. (Item 002-01
of the Standard International Trade 7lassification SITC.)

a/  The series for 'icaragfua and il Salvador comorise all classes
of milk.
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and industrialization in Central America and to indicate the most suitable
centres, from the standpoint both of the cattle and of the consumer.

_Here again is a case of an industry in which considerable ignorance
still prevails regarding certain technical aspects of raw material supplies.
Certain important problems in this connexion must be solved before any
decision is taken as to the location of the industry. It would appear that
the first step should consist in providing a group of experts to consider the

following matters:

(i) The optimum location for two or three large dairy
centres, possibly in Costa hica, Honduras and.Panama,l
with a view to industrializing milk, supplying it in
powdered or evaporated form to the rest of Central
America, and thus avoiding the need for imports from

outside this area.

(ii) Simultaneous study of the manufacture of cheese and butter
and the utilization of the industrial by-products of
milk,

(iii) Local powdered milk production projects, among them those
of UNICEF, with a view to determining whether they should
be the basis of a large dairy industry or whether they

should merdly serve specific local requircacnts.

(h) Forest products, wood pulp and paper. Not only are there great
forest resources in most of Central America but there are also indications
that they are being increasingly developed, Industrialization of the wood
is taking place on a moderate scale, partly with a view to supplying foreign
markets. Some of the principal lumbering cbmpanies direct their activities
only to the export market but, generally speaking, the smaller enterprises,
where technique is unsatisfactory, supply the local market exclusively.
Improved transport facilitics would contribute to a greater expansion of
production. If exports could likewise be increased it would be possible to
meet domestic demand, especially in E1 Salvador, which is the only one of
‘these countries with a deficit of wood, though its demand for that product

l/ This is one case in which the inclusicn of Panama would be valuable’

in a concrete project of integration.
/is extremely
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is extremely high. ,

The Food and Agricultura Organization (FAO) has undertaking forestry
surveys in Guatemala, Honduras and Nicaragua; and partial studies have been
made by organizations or individuals, including a survey in Costa Rica.
Genecrally speaking, little information is available as to the location,
density and accessibility of certain timber yielding species and nothing
whatsoever is known as regards the cost of developing such species. There
are also a few timber industries — a small plywood factory in Guatemala and
another in Panama -- however, the problem has not been studied from a wide
standpoint with a view to supplying the Central American markct as a whole
and to exporting beyond this region., Central America still imports
semi-manufactured and manufactured wood products and exports timber., There
is good reason to assume that demand for processed woods will grow considerably
in future, in view of the increase in housing programmes and residential
building and the expansion of public works, FKeference should also be made
to the problem of wood supply as a fuel,

In some Central American countries, there has been talk of manulacturing
pulp for export and for the paper industry. None of these products has yet
been studied sufficiently nor have they reached the pre-industrial stage.
Basically, the raw materials recuired for this industry are unknown, The
obtaining of chemical pulp from certain bushes and fibres, such as ianila
hemp, has also been discussed, In Costa Rica, a small plant is about to be
installed for the manufacture of paper from kanila hanp waste, anc in
Guatemala there is another small plant manufacturing cardboard from lemon
grass (Citronela) waste; both plants, however, work on an extremely small
scale. In various countries throughout the world, the cost of production
of sugar cane bagasse péper is being studied; this industry offers an
interesting prospect for certain areas in Central America.

In 1950, Central Amcrica imported more than 15,000 tons of paper and
cardboard, representing a total value of some 4.3 million dollars, Half of
this was newsprint, amounting to 25 per cent of the total value of imports.
(See Tables 18 and 19,) Industrial and commercial development and the
appreciable increase forecast fof the manufacture of cement, will create a
growing demand for wrapping and packing paper and other commercial forms of

/this product,
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Table 18 Central america : Imports of ilewsprint
Guatemala 21 . Honduras Nicaragua Costa Total 7 of total
Salvador fica Amoorts
Volume

tons

1937 1 356 1 300 418 .o - 3074

1945 1118 300 243 52 715 3 008

1946 1l 448 2 100 228 364 1393 5 533

1947 999 1 300 L29 575 1 357 4 660

1948 2 01, 2 000 503 663 1119 6 299

1949 1 856 1 946 382 582 1397 6 163

1950 1 817 2 224 300 839 1 673 6 859

1951 LX) oe 5/45 o0 0 L)

Value '

(thousands

of dollars
Cifo)

1937 94 98 2L .e - 216 - 0.37
1945 91 85 22 8 66 272 0.30
1946 ‘151 237 25 51 159 523 049

1947 161 171 83 108 221 This 0.38

1948 335 324 104 139 187 1 089 0,50

1949 301 309 73 91 219 993 Qe &7

1950 263 314 L, 117 - 233 971 0a k2

1951 .s e 102 LY o v e LR

Sources : Foreicn Trade Statistics for the five premublics.. (Item 641-02
of the Standard International Trade Classification, SITC.)
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Table 19 Central america : Imports of Other Typmes of Paper
' Lon e andrfardboard
Guatemala 21 Honduras Nicaragua Costa Total 7 of total
Salvador : Rica imports
Volume
tons
1937 1120 818 - 437 .o 2 023 4 198
1945 1 284 704 L6Y, 468 1 497 4 417
1946 2 499 823 654 387 1874 6 237
1947 2 L34 1 252 705 771 1817 6 979
1948 3 662 1 496 655 1 018 2 061 8 892
1949 2 741 1 157 811 891 2 516 8 115
1950 3 076 1 347 70 697 2 573 8 402
1951 ve .o 1 105 .o ve .o
Value
(thousands
of dollars
cife)
1937 197 158 102 oo 207 604 1.13
1945 313 255 165 207 383 1 323 1oLk
1946 650 277 198 252 L80 1 857 147
1947 869 526 291 394 616 2 696 1.38
1948 1 360 616 Lid, 531 722 3 673 1.68
1949 968 L52 360 L6 702 2 928 1.38
1950 1 0oL 432 297 311 1 214 3 258 140

1951 . . L85 .o es o1 .o

Sources : Foreign Trade Statistics for the five r=:ublics. (Item 641,
with the exception of 641~01 of the “tandard International
Trade Classification, 5ITC.)
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this product.

- Large forestry enterprises, and others supplying industrial products
involve considerable investment not only in equipment,'wéys and means of
transport, energy and technical research, but -also for reforestation. The
manufacture of paper and pulp also requires the investment of substantial
sums and represents a fairly high investment risk. Therefore, in developing
a plan for these industries, it is essential — even more so than in other
cases — to avold duplication of costly investments by establishing a single
optimum size unit.

At all events, in order to carry out a plan for the Isthmus ‘as a whole,
as in the case of other industries, the first step should consist in

studying the problems as indicated below:

(i) To determine and locate the timber yielding species which,
from the technical standpoint, are worth developing over
a short period, with a'vieW'té supplying both domestic
and foreign markets. (The varidus studies already
ccmpleted by FAO and other organizations should be taken

into accourt.)

(ii) To study the possibility of industrializing wood, malting
use of its by-products and sub-products in order to
replace imports and provide adecuatc supplies for future
domestic requirements and to increcase the unit value
of exports, indicating several possible centres Ifor

such industrializatiocn.

(1ii) To consider the possibilities of-adequate devclopment
of wood~pulp manufacture in one of the Central American
countries together with the cstablishment of a paper
mill,

(iv) To study the position of the enterprises manufacturing
paper from vegetable fibre-waste and to assess the
possibility of supplying Central American markets; the
possibility of employing other fibres or materials
such as sugar cane bagassa.

/(i) Ceramics and
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(i) Ceramics and glass. Apart from the artisan industry, most of the
cheap pottery in Central America is imported, as are large ouantities of
- sanitary ware, tiles and other materials, A factory was recently installed
in Costa KRica for the production of ordinary pottery and tiles, the capacity
- of which is sufficient to mcet danand on that country!s market., Similar
projects have been drawn up but not yet carried out in Guatemala and Honduras.
41 Salvador produces a small amount of tiles.

Glass is not manufacturecd in any .of the Centfal Anmerican countries, with
the exception of a small bottle plant in Costa kica, which uses glass waste
as raw material. impqrts of ceramics, glass and glass products have trebled
since 1937. Ccentral American imports of pottery and glass surpass the 3
million dollar mark in foreign cxchange. (Sce Tables 20 and 21,) The
development in building and the growth of the urban centires justifies the
belief that this potential market will expand rapidly.

The main reason for the fact that a modern glass and pottery industry
has not yet been installed in this area is the leck of knowledge regarding
deposits of raw materials, together with the dearth of c¢xperts who are
spceialized in these industrial processes. Only a few isclated studi~s have
been made of resources, among them being one ca Gouatemala. Thke factory
established in Costa Rica surveyed and located its own deposits, However,
the information available suggests that throughout Central Amcrica there
are adecuate raw materials for the manufacture of pottery, tilcs and glass.

This again is en instance in which a small numbcer of well-lccated
factories would be enough to encourage this important industry in accordance
with plang of economic integration for Central America., The adoption of
such a plan should be preceded by expert investigation of the following
points:

(i) A survey of raw material deposits for large scale
manufacture of pottery and glass over the short period,
whilst at the same time carrying out a complete long~term
geological survey. At presont, it is essential to

locate deposits which can be utilized at once.

(i1) A study of the pottery factories of Costa Rica and El
Salvador and of those projected in Guatemala and
Honduras, to determine the possibility of increasing

/production in
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Table 20 Central America : Imports of Glass and Glasswafe
Guatemala El Honduras Nicararua. Costa Total % of total
Salvador - - Rica imports
Volume-
YEonsi
1937 1 359 410 Lez2 .e 1062 3 293
1945 . 2 210 TLL 865 746 2 232 6 764
1946 2 754 1 337 1 088 579 1 3Le 7 103
1947 3 488 2 018 1 510 936 1529 9 480
1948 4 107 3 955 174 1475 1 LeL 12 T42
1949 . 21782 1723 845 802 2 259 8 412
1950 3 180 2 939 1 354 976 2 416 10 865
1951 L) LR J .- e * e - LR 2 [ % ]
Value
(thousands
of dollars
cif)
1937 192 88 63 . .. 105 LLb 0,75
1945 341 167 167 227 357 1 259 1437
1946 439 291 131 178 260 1 379 1.09
1547 717 451 235 269 437 2 109 1.08
1948 923 762 286 323 370 2 664 1.22
1949 £60 L7k 216 232 L8s 2 070 0.98
1950 723 693 259 222 525 2 422 1.04
1.951. e .0 - . o L) .o e

Sources : Forsign Trade Statistics for the five rsoublics. (Items 66L and
665 of the Standard International Trade Classification, SITC.s )
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Table 21 Central America : Imnmorts of “ottery and Chinaware
Guatemala El Honduras Nicaracua Costa Total % of Total
Salvador a/  Eica imnorts
Volume
(tons)
1937 23& e ll#o &en 11.{,2 516
1945 280 69 135 56 21, 754
19486 L4 63 160 54 108 826
1947 342 100 157 77 113 789
1948 L34 80 148 68 98 828
1949 LBl 155 117 100 150 986
1950 521, 231 171 118 460 1 504
1951 [X) e e . oo o
Value
(thousands
of dollars
cif)
1937 L2 .o 34 e 28 104 0.18
1945 110 36 60 83 116 385 Ou 2
1946 145 43 66 39 6L 354 0.28
1947 147 63 T4 L1 79  LO4 0.21
1948 170 L7 70 L8 68 403 0.18
1949 149 101 69 48 90 457 0.22
1950 155 129 78 58 200 620 0.27
1951 .e .e

LB J L *e oe o

Sources : Foreign Trade 3tatistics for the five yepublics. (Items 666-01

and 666-02 of the Standard International Trade Classification,
SITC. )

a/  Includes vottery, china and norcelain.
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Table 22 Central imerica : Imports of Fresh and Preserved Fish
Guatemala 51 Honduras Nicaragua Costa Total 7 of total
Salvador ' " Rica .0 .. imports
Volume
(tons) ,
11937 285 102 116 ee - 516 1019
1945 200 78 6l 62 254 655
1946 145 85 66 39 263 598
1947 373 276 96 135 578 1 458
1948 422 198 182 73 485 1 360
1949 724 731 1e6 . 70 568 2 259.
1950 996 942 238 139 808 3 123
1951 .0. L2 321 . L) L ] " .
Value
. (thousands
of dollars
€if,)
1937 49 29 32 .o a7 197 0.33
1945 L8 32 24 32 96 232 0.25
1946 77 59 34 34 145 349 0.28
1947 253 176 71 123 287 910 * 04T
1948 250 117 127 58 278 830 0.38
1949 333 318 106 50 256 1 063 0.50
1950 295 352 115 82 266 1 110 0a L8
1951 L] LR 131 L) L} e ’ s
Sources : Foreign Trade Statistics for the five Te>ublics. (Items 031

and 032 of the Standard International Trade Classification,

SITC.)
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production in order to supply Central America

as a whole,

(j) Other industries. There are furthermere other sectors in which

the potentialities are not so sharply defined as above but should also be
studied:

Fisheries: There are indications that profitable fisheries could be
developed along the Pacific coastline of a large sector of Central America.
Present fishing methods are eclementary and do not offer the adequate and
essential protection to the different species., Fishing operations are
carried out on a very small scalc, whilst consumption is small. Nevertheless,
a possibilivy cxists of raising the lattcr if a sufficiontly low-priced
product could be supplied. Different kinds of timned or preserved fish

are imported, reprcsenting a total of 1 million dollars in forecign exchange.
(Sece Table 22.) Some exports have nevertheless been made, as a result of
which Costa hica has installed a small packing and refrigerating plant for
tuna fish, shrimps and other species.

Surveys of the Costa Hican fisherics have been made. tiecently, an
cxpert working with the United States Peoint 4 Aid Programme visited El
Salvador with a view to determining the fishery rcsources of that country.
The coast of £1 Salvador was studied with the assistance of a specially
built vessel, It would be useful to extend the fiecld of such investigation
to the whole FPacific Coast of Central America,

Not only is fishing technique deficient but present organization
hampers any large scale operations owing to the lack of spccialized
fishcrmen, of capital and of ecuipment., .

With the exception of Costa Rica, the tinning and refrigeration of
seafood has not yet been organized on an industrial scale. There are
great prospects for the future in this field, including the utilization of
waste and by-products.

A plan of development for the fishing industry, from the standpoint
of Central America as a whole, would require the designation of a group of

experts, to consider the following items:

(i) A survey of the whole of the Pacific coast of Central
America, such as that carried out in El Salvador, with

/the assistance
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the assistance of a specially built vessel, dealing
not only with seafood resources but also with
fishing mcthods and the commercial organization of

the fisheries.

(ii) A study of the industrial aspects of refrigerating
fresh fish for supplying domestic and foreign markets,
the preparation of smoked and frozen fish and the
timning of fish and seafood, both for foreign and
domestic markets, as well as determining thc most
suitable loéation fbr the refrigerating centres and

packing plants.

Preserved fruits and vegetables: Because of its diversity and of the

necessity of its being placed as close as possible to the raw materials .
involved, this industry would probably be best served by the establishment
of a secries of small factories rather than a fow large scale plants, However,
for certain products perhaps two or three suitably located factories would
be sufficient. The importance of this activity, should be emphasirzed owing
to the fact that it affords a means of improving the supply of foodstuffs
and provides an incentive for the production of fruits and vegetables,
Throughout most of Central Amcrica, small scale plants exist for
preserving fruits and vegetables, These are adecuate to meet local needs,
but only rarely arec they incorporated in an integrated commercial undertaking,
including the whole process. from the production of fruits and vecgetables to
the sale of preserves on the market, Conditions are suitable for the
production of species grown in every climate. However, great losses arc
caused by the lack of markets or transport and by certain seasonal factors.
Full use¢ is not made of production possibilities. The volume of exports is
small, but some have been recorded especially from Costa Rica to Panama,
The industry has only been studied superficially but, on the wholec, little
attention has becen given to research in fruit and vegetable growing, and
there is a shortage of extension services and technical adviec in this field.
Both with a view to replacing imports of preserved fruits and
vegetables, amounting to a total of 1,100,000 dollars in 1950 (see Table 23),
and to improving the standard diet as well as ensuring a more permanent
/market and
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Table 23 Central America : Imports of Preserved and Prepared
‘ e T uit and Vegetables
Guatemala El Honduras Nicaragua Costa Total % of total
a Salvador Rica imports
b
Volume
itonsi
1937 115 147  ee .e 124 386
1945 130 159 134 252 197 872
1946 276 253 1393 380 335 1 637
1947 408 L07 356 385 631 2 187
1948 307 354 380 353 LL2 1 836
1949 503 627 431 L62 357 2 380
1950 565 777 520 303 10 2 575
1951 L ) L E ] LN e *® LW ]
Value
(thousands
of dollars
cif)
1937 33 51 ‘e .o 25 109 0.19
1945 55 95 43 87 64 34l 0637
1546 105 16l 128 138 111 643 0.51
1947 197 250 146 173 263 1 029 0.53
1948 124 241 140 139 174 818 0a37
1949 205 348 154 181 134 1 022 0. 48
1950 211 h22 176 108 140 1 057 D45
1951 . e e .s o0 e .e

Sources : Foreign Trade Statistics for the five renublics. (Items 053
and 055 of the Standard International Trade Classification,
SITCs includes fruit and vecetable juicese)

a/ The Guatemalan figures for 1948-50 include fewer items than in
the vreceding period.

2/ This includes fruit syrups and juices and unspecified preserved
or prepared foodstuffs.
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market and higher income for many agricultural sectors, it would be desirable
to develop differemt forms of preserving these products in Central ‘America.
chorehand, a téchnical survey should be made, embodying practical plans
for this industry, réferring specifically to the following points:

(1) The indication of two or three suitable sites for the
leocation of industrial scale pians employing different
‘methods for preserving fruits and vegetables.:

(ii) The detcrmination of the régions in Central America
‘ in which the production of fruits and vegetables for

preserving purposes should preferentially be developed.

Fuels: Much attention has been drawn to the excessive consumption of
firewood as fuel in Central America, either directly or in the form of
charcoal. It is estimated, for instence, that in Honduras consumption
amounts to some 7 million cubic metres annually, as compared with total
wood exporus, which fluctuate between 1 and 1.2% million cubic metres
annually. The deforestation caused by cuttAing down so much timber is one
of the principal causcs of ercsion in that country. In El Salvador, firewood
consumption has practically done away with the forests.

The substitution of wood by other fuels is a difficult proceés since at
present these do not fall within the limits set by the average consumér’s
purchasing power. The fact that mineral or liquid fuels have not been
developed in Central America weighs heavily in the balance of payments,
since foreign exchange is recuired to cover imports thercof, TLietalil selling
prices include a heavy tax, in same cases amounting to almost 10O per cent,
which is Jjustified from thc fiscal st.éndpoint but which possibly lowers
consumption and delays the substitution of wood by liguid fuel. |

Until measures are adopted to lower the price of such fuel or until
commercially profiﬁ able petroleum deposits have béen located, a radical
solution would be the utilization of certain mineral coals known to exist
in the north of Guatemala and in the west of Honduras. It is worthwhile
studying thé possibility of manufacturing mineral coal briquettes or
semi-coke from low-grade coal for domestic and iridustrial consumption.

In this connexion, it might be advisable for a group of experts to

undertake a programme of study, based on the experience of other countriesl/

1/ For instande, in Mexico the Institute of Industrial Research has
prepared semi-coke and bricuettes of low-grade coal which replace
charcoal commercially, . .

/in which
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in which a similar problem exists, and later transfer the work to some
specialized research institute to be established in Central America, This
programme should, in principle, include the following:

(i) A study of the possibility of utilizing known mineral coal
y

deposits for the manufacture of briquettes, or of semi-coke.

(ii) An indication as regards the best means of treating coal
in order to obtain good fuel,

(iii) Determination of the most suitable size for a national
briquette factory.

(iv) A market survey together with an examination of the

most suitable means of distribution.

It would also be advisable to consider the possibility of establishing
a petroleum refinery somewhere in Central America, since the market in a
single coun:ry does not justify an undertaking which would only be feasible
in the event of an aggregate market being created. Of a total of 491,000
tons of liquid fuel imported in 1950, approximately 34 per cent was fuel
oil, 21 per cent petrol and 45 per cent othor miscellaneous prodicts, A
refinery of economic proportions would in time effect savings in foreign
exchange since it is cheaper to import crude petroleum and produce its
by-preducts nearer to the consumer centres. Moreover, it would provide a
source of employment and experience for future petroleunm developments and
would afford a local supply of gas for domestic and industrial purposes,

In order to provide a better basis for a project of this nature, a
group of experts should work out a programme which, among others, would
include the following analyses:

(i) A detailed study of the market for petroleum products and
of consumer tendencies in Central America, in order to

cxamine the possibilities for establishing a refinery,

(ii) The determination of the optimum size and location of
a petroleum refinery, taking into account the diversity

of products reguired and the cost thereof.
(iii) A study of transport and distribution problems.

/Chemical products:
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Chemical products: Some experiments have been made in the field of

chemical and pharmaceutical products in Central America, especially with
regard to the latter, The lack of information on natural resources in this
area makes it difficult to determine whether or not this industry can be
developed on a commercial scale, especially the manufacture of certain
chemical products such as caustic soda, copper sulphate, certain'fertiiizers,
insecticides etc., for the Certral American market as a whole. It is probable
that there would be only a market for a relatively small copper sulphate
factory, compared with the substantial volumc of this product consumed on
the banana plantations, and in view of the existence of copper ore in
different parts of Central Amcrica, The size of such a market would ceventually
depend on the volume and grade of the ore, and on the results obtained from
a detailed study of mining in the Isthmus, to vwhich reference will be made
below.

In the case of some pharmaceutica’ goods, among which figure antibiotics
and other essential mecicinal products, there may, in somc cases, b
Justification for installing a factory to suprply the whole of Central America,
a series of small factories not being fezsible, Such a projeet wou'd involve
the investment of a considerable sum in which perhaps foreign capitil might

be persuaded to participate with domestic capital, in a plan of integration,

Agricultural implcments: The expansion of agriculture and of the

cultivated area, tcgether with the introduction of improved technical
methods will create a growing demand for agriculiural implcrents. Some of
these might undoubtedly be produced in Central-Amcrica, bascd on the
experience already obtained by small-scale metallurgical induétries, such
as those of El Salvador and Costa hkica, In fact, it is known that some
agricultural tools are already being produced in E1l Salvador and Nicaragua.
The future development of such an industry could be projected in accordance
with standards of economic integration, providing a technical survey were
made of the market, of the quality of the goods produced at present and of

the optimum size for operating.

liatches: Nearly all the countrics in Central America are now
manufacturing matches. This industry has bcen granted customs protectlon
but the quality of productlon is 1ower than that of imported matches. Howgver,
/this can
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this can be easily raised since such improvement would not involve any
insuperable technical difficulties. At least onc of the Centrél Ammcrican
countries, namcly El Salvador, continues importing matches from outside
the area of the Isthmus when, in fact, its market could be supplied by the
match industrics of the neighbouring countries. To render the industry
efficient, a group of cxperts should study operating conditions in each
factory, throughout Central America as a whole, with a view to suggesting
mcethods for improving technicuc and lowering costs of production, as well
as studying the potential capacity of the markot, to determine the most
suitable location for future cnlargements of the industry.

3. Mining Research

The various industirial projocts referred to above depend upon better
knowledge of minevral rescurces, of both metallic and nom-netallic ores in
the Central American Isthmis, In some cascs, thosc resources would furnish
the direct raw matcrial, as, for instance, Tor potiery, glass, coal
briguctbes, cauctic scda. coppor sulphates cnd agriculzural tocls; in others,
they would enter indiresily into production, as in the manufacture ol imner
tubes, tyres and matches., It is therefore important that, in a »wian of
intcgration, the mincral deposits of Central Amcrica should be usiiiuzed to
a wider extent,

Little data is availablc in this comnexion. Many survcys have boen
madc of ceriain ores in different areas, such as tne work done over a period
of many ycars by the Geological Surveying Servicc of the United States
Government. From time to time, general surveys have been carricd out in
spueific countries, as, for cxamplc, that carried out during 1945 by the
Inter-Amcrican Development Commission of the United States Government in
Guatemala, For the most part, however, these¢ studies have nct becn carried
out systematically, nor have they becen placed on a permancnt basis. The
poor development of mining in Central America is partly due to the lack of
research in this field and also to transport difficultics and other factors,

In Guatemala, mining is practically limited to the extraction of lecad
and small ouantitics of zinc, copper and silver, though a littlc gold,
sulphur, mica, salt and chromec are also mincd, Deposits of antimony, nickel,
ireon and coal have also been located, and there are indications of the
cxistence of oil., Total mining production in 1950 was ostimated to be worth

/2.7 million

*e



*.

E/CN,12/AC,17/3
Page 81 B

2.7 million dollars., Therc is good reason to believe that the mining of
lcad, the principal activity in this field, is likely to inarcasc, El
Salvador has deposits of iron, lead, zinc, mercury, sulphur, bauxite,
limcstone, granite, marble and asbestos, in addition to gold, silver and
coppcr; the latter threc being practically the only ones developed at present,
The mineral wealth of Honduras appecars to be oven grecater; further to the
mining of gold and silver, which is of relative importancc, there are
deposits of antimony, merecury, iron, lead, copper, tin, zinc and cocal. In
Nicaragua, gold and silver are the main products, of which thce former accounts
for about 30 per cent of the total value of that country!s exports, It is
known, however (though thcy have not yet been developed on a commercial
scalc), that there are adequate reserves of iron, copper, lead, aluminium,
mercury, antimony, sulplir and mincral coal. There is practically no mining
in Costa Rica, and, though no important deposits have bcen located, there
appcar to be some rescrves of copper, lead, zinc, nickcl, silver, mcrcury,
iron, mangancse and sulphur. Some calcium carbonate and dietorite has been
mincd and the pottery factory sct up in 1951/52 is using kaolin, feldspar

and limestone obtaincd locally.

Mining development is a long-term process which must be preced:d by
costly and cxtensive research, For the immediate purposcs of cconomic
intogration, it would probably be well to intensify systcematic prospecting
of coal, copper, clay, limcstone, kaolin and sulplur deposits. Over the
longer period, iron and other metallic ores should be studied.

It would not be opportune to enter into any more detailed consideration
of mining in Central America at this point; reference should nonctheless be
made to the need for focussing more attention on this probleme The following
programing of work should therefore be included in any initial schame:

(1) A compilation and classification of all informative and

analytic data on mining in the region.

(ii) The formulation of a plan for thc permanent study of
mineral resources, cither by means of national
organizations or by the creation of a central
institute,

/(iii) The training
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(iii)‘;

(iv)

The training of gcologlsts and mining and metallurgical

engineers,

The advisability of cstablishing small concentrators or
processing plants for mctals such as lead; copper and
silver, in order to supply presemt needs of the Central

American markets and for export purposes.
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