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COMMON MARKET; (b) 3TUDY OF ITE POSSTBLY STRUCTURE (E/bN.lz/C.l/9)'

The CHAIRAN provosed that the Gommittee should make comments, fcr
the information and guidence of the secretariat, on the basic princigles
of a Latin Amevican common marlet as formuloted by the Working Group at
Mexics (BE/C1.12/C.1/9, part two, section II.II.EB.)

After a brief procefural Aiscusgion, it wos co agrned.

Bagic wrinciple VI

liry SOLTS (Panema) asked wrather the reduction provided for in
principle VI would be over and sbove the percentoge reduction requircd by
the gunerel rule. Could the Committee call upon a counvry to rcduce very
high duvtics cven if the requisite sverage rcduction had elrcady bcen

reached; end if so, could that country then raisc certain cdutics in order

to maintain its esvorage at the permitted lovel?

Mr, PRIBISCH (Executive Secretary, Economic Commission for Latin

Am~rica) said thet the principle had been laid down that customs dutics,
once reduccd, could nov be roiscd egain, save in the event of overriding
need for reasons counnccved with the balance-of-payments situation of the
country in question, Princinle VI was intended to permit the Committce to
enter into froesh negotistions with any country in yhich certain very high
dutics persisved, with o view to the spcedicr attainment of the average.

Basic principle VIIT

Mr, do SILVA (Brazil) fclt that the provision formuloted in the

first paragraph of principle VII wes to extreme. Countrics with a

¥ p B
positive bolance~of-paymonts discquilibrium should not be penalized; their
favourable situation was, -fter all, an agset to the community es o whole.

/Basic principle
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Basic princinle X

Mr, MARTY (Chile) said thet principle X vas a very important onz,

-

However, it would be difficult to implement, anc mcasures should be taken
to focilitate the precess of co-ordina’ion, in particuler through the
adovtlion of a uniform cuchoms nomcnclature. To that ond his delegotion
had propered a draft recoiuvtion, (Conrerence Room Peper Ho. 1) calling
upon tue ECLA secrctariat to preverc suitable bascs and »Hrocedures for
the adeption of a standard nomenclaturc,

The CHATH AN said he took it that members woulc wish to have time to
study the draft resolution before taking cction on it,

Bagic princinle ATIT

Vir, RAIDALL (United States) reminded the Committee of the commenbts
made by his delezation at the provious mocting in connexion with the
question of a payments rogime, and asked that they should be taken into

account in the drafting of thc revnort.

Mr, da SILVA (Brazil) said he had soue commerts to make on the basic

rinciples as a whole., Thoy were offorcd as a supplement to the Tuture
agreement setting up the Letin American common market., But thoy could be
locked at in a different light. Given the ultimote objective of a
regional common mcrket - and his éGelegation could asgsure the Committec of
its absolute agreement with that objcclive = it was clearly cesireble to
seek the most practical and effcetive meang of attaining it. The nethod
the Committce hed boen asked to epprove was that of laying down, through
an agrecment, a fixed ond rigld set of rules for the establishaent and

/operation of
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operation cf the mark.t, In all good faith, however, his delegation had

o
=
o
©
B,
0
Es
c+
=~

some doubts vhether thet was the best means for atbteining
The present economic conditions end problems of the Letin Americen
countries werc sc complex zad verisd thet if they were 211 te be telen
into account in the draft.ne of the agrecreat thore would be likely to
be more execpblons than ~uleg. YNorcover, rules formulated ot 3o cerly
a stese,night prove to be a nositive hindrance to the formation of thc
comnon markeh, Scue covnirics vould undoubiedly [ind it ciffieudt to
accede to them 2t the outsot. Iustead of an agroenent of the zind
suggested, the Brazilisn delegetion advocated the adoption of a code of

principles = those set forth in the document - wiick would gevern the pelicies
of Latin dmerican coun’ries in their tradce rclations with cach other and
with third countricg. Those principlos would serve as a basis for sub-

regional and sectoral egreeicrts, Hig delegetion firmly belicved that

such egreements, far Ifrom hampering progress towoards the common market,

g

.

migzht well be the most effcctive mecans of moking it 2 reality, ond might

cad gradually on %o the adoption of instruments of wider scope. lLiorcover,

[

thore should be no ¢ifficvlty in shcuring the ~ccecsion of <1l Lavin
Americon counirics to a clarter of nrincinles from the vory outscte.

He thercfore comuenced that cltornative method to the consideration
of the Committee., Chould it be epproved, he would urge thet not a
Committee but a governing body should be appointed, with powers sufficient
to enable it to ensure complizcnce with the standards laid down,

The Brazilian delcgotion mede those remarks simnly by wey of comment

and not as a definitive statement of its position.

JMr, PREBISCH
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Nr, PREBISCH (LExecubive Secretary, Economic Commigsion for Latin

America) apked whethor, in the conditions cutlincd by the Brazilian
representative, the epplication of the most-favourcd-nation cleouse
would be confined to particinants in a sub-regicral cgreement or would
be extonded to all countrics in the rogion,

My, da STLVA (Brazil) szid +hat what he hed in mind wes the

reccrciliation of the commitnents of partics to sub-regional agreencnits
in such a woy as to ensvre the unconditional cxteonsion of the most-
favoured-netion clause, a process which would serve the reelization of
the common market.

Mr. GARCIA REYHOSO (Mexico) said that unlike the Brazilian

reprecontative hé belicved that the earlicst possitle cstablishment of
the common merket would be in the best intcrests of tho Letin Americen
countries, and wovld help them to solve their economic problems and
hasten their economic development, The course of the debate so for had
shown that there was general concurrence in that vicw. In addition,
there was broad agreement on the principles vhich shouid govern the
establichment of the common nmarket. His delegatvion had therefore joined
with thet of Cuba in drafiing a resolution (Coafcrence Room Paper Lo, 2)
outlining the steps to bo taken to make the idea of o common mrket a
reality at the ecrlicst possible moment, He wished to plece thet draft
before the Committeec.

Mr, VARGAS GO.IFZ (Cuba) , spcaking as the co-gnonsor of the two-Power

draft rcsolution, =«id that the Cuboen and Mexican delegations had chosen

/the first
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the first of the two alterna ives propounded by the Brazili-n reproseutative

-~ thut of converiing the Yorking Grouple recommendations inmto a durn

for the comuen rocket, end not mercly into o bedy of orinciples

to govern trade relatious cmong smaller groupe of Letin Amewican zountriec,
The Uommitiee's discvssion hnd thrown crough 1i:ht on the suhject fo
Justify such a covrse, Furtner ctudy would be needed, hovever, in order

to define ~lenrly the oblisotions which States “ould aggume on acceding
to the treuty.

'

My, MUSICH (Argonﬁin&) oxpressed his Goverument'!s cpprociction of

st o

,_

Werking Group's recommendations., Particulerly sound were those concerning
the juridicel form of the proposed ngreement (E/CN.lZ/C.1/9,'page L3,

paragraph 2), the classificction of procucts (ibid., puge 44, paragraph 5),
and the differerticl treatment of Latin American countrics (ibid., page 45,

.

paragraph 7). The lotter two provisions would require modification in
accordance with the prograss mode towords the liberalization of tradc.
While it wos genorally desired thet all Latin fuericoan countries should
join the common morket frorm the outsct, the structure cnd basic principles
of the scheme would have to be adapbted to practiccl realitics.

The sceretariat and the Trede Committee, in thoir furthor offorts
to prepare for tho common morliet, would have to loy preat stress on the
main objective: the expansion of trude emong the Latin Americen countries.
However, hig delegation wos anxious that the comnmon morket should not
divert existing trade with other rczions to countries within the rggioﬁ.
On the contrary it should aim ot inereasing the flow of such trade, as a

[Gecicive foctor
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decisive foetor in the cconomic development of Latin America, and the rules
governing prorregs towerds the common market must be fremed with thot oin
in view.

The actions talken by the Latin fmericen countries as members of the
common market should be accompanicd by action to overcome their internel
eoonaac difflcultics. The pricrity accorded by trne Western world to
intern~iionel comoporation wee in no way incompatible with the cfforts of
the peoples to solve their own problemes the heelthicr the internal
economics of the member couniries, the more fruitful cooperation between
them would be.

The Argentine delegation had no doubt that the Working Group's

N

recommendations would assist the rosion in edvencing towards the
establishment of o commeon morket, ond that given rencwed cfforts, what
now cecmed to be insuporable netional problems would be solved. The
differences of view meuifcsted in the Committee provided the best cvidence
that a realistic approoch wos beling talen to the p“ochm

PAYMENTS s ESTABLISILNENT OF A SYSTHM FOR 173 MULTILATIRAL COMPINSATION

OF BILATERAL BALANCIS, AS A FIRST STEP TO aARDS TFE MULTILATEZRALISM OF
PAYMENTS INHERENT IN THE COMMON MARKET (Z/CN.12/G.1/10),

Mr. JVOVICH (Socratary of the Committce) soid that the secrcteriat,
in conjunction with the Contral Benks Werking Group, hed continued
preparing work “ith 2 vicw to the change from a bilateral to a multilcteral
payments system in accordance with the regolution adopied by the Trade
Committee in November 1956. At its first scesion, at Montevideo in Moy
1957, the Working Group had prepcred a Stendard Agrecment designed to

Jestablieh greater
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establish greater uniformity in the provisions of bilateral payments
agreements bLetween Letin Aumerican countries, and most of the countries
which had such agreements had soon ajusted them to conform to the standards
The purpose hac been to offset the absence of convertibility by facilitating
the rultilateral compensaticn of bilateral belances. Resolution 4
arnezed to the report of the Yorking Group's second secsicn (E/CN.12/C.1/10)
contrined z draft protocol for the establishmen® of a Latin American
gysten having that end in viou,

Mra_del CMIC {International lonetary Fund) made a statement. 1/

After an exchange of views with Mr, del CATO (International Monetary

Fund), Mr, PHEBISCH (Bzecutive Secretary) said that he saw no justification

for the statement that the operation of a multilateral payments union
necessitaled the conclusion of bilateral agreements. The very point

of such a union btased a8 it was on the concept of multilateral compensation
between each country and the group of countries was to do away with
bilateralism, to replace the harmful bilateral system under which
individual equilibrium between each palr of countries was required,

Hence the establishnent of a multilateral payments union would not
imply any additional enphasis on either exchangc control or bilateralismg
on the contrary, it would definitcly help to eliminate them.  The
accounts that were kept withiin such a payments union had no bilateral
signilicance whatever in therselves, and even less when they referred to
the position of each country in relation to the other participants as a

group. Indecd, uvnder the Luropean Monetary Agreement which had been

Py

1/  The full text of this stotement had been circulated as Trade
Comnittee Information Document No. 140,

/in effect
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in effect since January 1959, accounts were kept, with montily settlonents
within a framework of mudtilaterslism and convertibility.

Since ite establishment in June 1950, the European Poymenis Union
had encouraged the gradual develcpment of convertibility Letween tle
European countries, and had been the chief instrument in the process
that had culminated in the instituitica of the systen of convertibility
with the vest of the world waich had come into effect in zecent monthd.
He felt that althoush at oae time the Irtornational Monetary Fund had
not apnroved of the establishment of the European Payments Union, that
attitude had not been based on any idea that thé'Union would perpetuate
bilateralism but had been symply and solely due to the regional rather
than universal nature of the Union,

In recent times the currencies of various Latin American countries
had become freely convertible, That was a very favourable development,
but in order tc bring it about it had been necessary tc subject imports
to restrictions of unprecedented severity, Some countries with
extensibly convertible currencics were quite unable to do away with thcse
restrictions, for in so doing they would be riunning the seriocus risk of
causing a dangerous detcrioration 1n their international payments position,.

A paymenty union within the region would cdo mach to help towards the
liberalization of trade, which was eabsolutely essential,  Through the
union the countries of Latin Americoa would have broad credits avallable
to them which would enable them to lift the severe vestrictions on imnorts
at present in effect without fearing that that would lead to an enormous
asrain on the convertible currencies which were so essential for obtaining
from outside the region the goods they urgently neecded for their economic

development.,
/The credits
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The credits available under the payments union would allow debtor
countries a reascnable period of time during which the liberalization
of imports effected by the other countries parties to the agreemeat
would enable each of them to increase their imports within the region
and provide a strong stimulus to lLatin American trade.

With reference to the exchange of views with the Lkxecutive Secratary,
Ir, del CANTQ (Internalional Monetary Fund) clarified his previcus ‘
comrents, The channelling of income and payments into the paymeiits
union would reguire the establishment of exchange controls, although
thoze would not he app?ied in any restrictive sense, In faszt, both
recording of intome ana of cash payments would have to bz effiected
through the account held by Cenbral Banksj;thet was not dorc st the present
time in convertible-currency countries in which, for instence, importers

were free to make payments in the way and in the currency that they chose,

(o5

and expcrhers that did not wish to surrender the foreign exchange earned
by their export operations were not cbliged to do so.

"ith respect to the final objective, namely that the creditor
countries ghould grant credits and liberalize their imports - presumably
by lowering customs duties since, with the removal of exchange controls,
there would be no restriction on imports - the machinery contemplated
was inadvisable and constituted a Ceparture from the current trend in
Europe and in the Internatioral Monetary Fund. 4 system of automatic
credits would be to the detriment of creditor countries whose
favourable position might be the result of their domestic policy and,
on the other hand, would provide incentives to the debtor countries, whose
unfavourable position might be attributable to lack of determination in
applying a stabilization policy. Moreover, it was incorrect to consider
the position of each country within the area and not gi§:§:zi§ the world
as a whole, since a country might be in a strong credit pesition within
its own region and have a debit balance with the world as a whole.

Both drawbacks - the setting-up of control machinery and the hazards
of automatic credits - had been overcome by the European Monetary
Agreement which provided for the possibility of a statistical register of

income and payments ~ still to be opened - and a system of negotiable

/credits. Such
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credits, Such was the experience of the rund, ar agency which used the
assets of creditor member countries to give help, on certain terms, to
debtor countries. With respect to credits, he saw no reason for returning
to payments agreements in order to induce countries to extend reciprocal
credits, The best proof of that was, for example, the fact that the

Banco de México was willing to grant credits to certain Central Barlks in

South America, but not to sign bilateral paynents agreements.

lith regard 1o the position of the Fund gi§:§:21§ the European
Payments Uﬂion, historical circumstances had changed, &s he had already
pointed out in his intervention. Even if the Union were justifiable in
Burope that did not mean tha* a similar mechanism was applicablie or
justifiable in latin America., After European currencies became
externally convertible, and that of Argentina fully convertible, at the
end of 1958, there were only two countries left in latin America whose
currencies were not convertible, He stressed the total nature of
Argentine convertibility, pointing out that it had called for great
sacrifices cn the part of the Argentine people and was a source of risk
for institutions such as the Fund which were giving financial backing to

the operation.

Tne meetirg rose at 12,20 p.m,






