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Introduction
SCOFE OF THE REPCRT

This report covers the period between 29 Janwary 1963, when the
eighth session of the Central American Economic Co-operation Committee was
concluded at San Salvador, and 31 January 1966, which marks the close of
the ninth session at Guatemala City,

The report is divided into four parts, Part I reviews the major
activities of the process of econamic integration in Central Americs between
the two sessions of the Committee; part II describes the technical assistance
provided by the United Nations to the integration programme; part III
summarizes the proceedings anﬁ conclusions of the ninth session and part IV
contains the resolutions adopted on that ceecasion.

The report of the first joint meeting of the members of the Executive
Councll with the directors of planning agencies and the presidents of
development institutions held in Guatemala from 20 to 25 Janvary 1966; the
addresses wmade by the Minister for Bconomic Affairs of Guatemala and the
Director of the FCILA Mexico Office at the opening of the ninth session,
and a list of the studies and other documents prepared since the eighth
session, are appended as annexes to this report,

Fa
‘a.glg
‘l-
ik



E/CN.12/AC.58/3
E/CN.12/CCE/351
Page 2 o

Part I
ACCOUNT CF ACTIVITIES BRTWEEN THE EIGHTH AND NINTH SESSIONS

The period between the eighth and ninth sessions of the Central
American Economic Co~operation Cammittee was notable for the following
developments: A |

(2) The effective and practicel way in which the regional economic
integration agencies grappled with and solved the problems arising in the
ocperations of the Camion Market during the period of transition before
the complete liberalization of trade in the products originating in the
area, a period which is due to expire on 4 Juné 1966,

(b) The close interest with vwhich the Central American Govertment
reviewed and essessed the course of the integration movement, in terms
of the possibilitiss of integrated economic growih thet it offers, and
of the critical iésues thet have emerged in the last few years, particularly
in relation to one of the main tenets of the programme, namely, the
balanced development of each country., In this connexion, the Central
American Econamic Council requested ECIA, as the secretariat of the Econamic
Co-operation Committee; to prepare a study as a basis for evaluation and
guiding the muitilateral economic growth of the Central American area
during the next few stagesel

(c) The widespread extension of integration activities and meetings
to fields other than that of trade, and the establishment of certasin
institutional machinery on & region-wide basis, This augurs well for
the progress of integration in that it reflects the increasing interest
taken by other importent sectors in the multinational movement, and has
also brought the Central American organizations face to face with the
need for greater unity znd co-ordination within the Carmuon Market.
Furthermore, it has made it clear thet proper machinery should be set up
for working effectively towards the goals that have been set in the

course of the integration meetings; and

1/ This study was submitted for the considerstion of the Committee at
its ninth session, See Evaluacién de la integracidn econdmisza

centrosmericana (E/CN,12/CCE/327/ReVol)e
/(d) Tas
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(d} The substzntial inerease in the volume of trade and investment
in the Central Americsn Common Market, which has brought the Market into
the fulltide of its activities, consolidated its achievements and equipped
it to aim at fresh integration targets. In 1965 regional trade amounted
to about 130 million dollars, or more than four times as much as in 1960,
when it totalled 30 million, In addition, the investment made as a result
of Cormon Market activities is estimated to be already over 100 millicn
PesoSa .

During the period under review, appreciable progress was also made
in other fields, notably in the following ways: (a) a start was made on
econcmic development programming, the first results being the formulestion
of the medium-term national development plans; ({b) the Régime for
Integration Industries began to be applied; (e} the renegotiation of
uniform duties vis—a~vis third parties was stepped up; (d) work continued
on the infrastructural programmes for the region as a whole; (e) a protocol
for regulating the grain trade in Centrel America was signed; (f) an
integration fund was set up to defray the cost of regional infrestiructural
works; (g) the Central American Goverrments reorganized the Organization
of Central American States (OCAS), and its new charter entered into forece
on 30 March 1965, |

Activities during the period under consideration included ten
sessions of the subsidiary organs of the Committee and meetings of working
groups and seminars, to wit: the first speciszl session of the Trade
Sub-Commitiee; the first session of the Agricultural Development Sub-Committee;
the second session of the Transport Sub~Committee; the second session of
the Electrificatlion Sub-Committee, and meetings of various study groups
on inbterconnexion projects; the second and third sessions of the Housing
Sub-Committee and a seminar on housing programming; and the fifth and
sixth ordinary sessions and first svpecial session of the Statistical
Co~ordination Sub~Committee, together with working groups on agriecultural
and industrial statisties,.

Both the Central American Research Institute for Industry (ICAITY)
and the Advanced School of Public Administration for Central America and
Panama (ESAPAG) have contimued to contribute in their respective spheres
of action to the progress of the Central American integration programme,

' /The ECIA
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The ECLA seéretariat has maintained ¢lose and constant co-operation
with the Central American Govermments and regional organizations, and
took part in a number of meetings of the Eeonomic and Executive Councils,
and in joint meetings of the Ministers of Eccnomic Affairs, Finance,
Public Works and Agriculture held during the period in question.

A brief account is given below of the principal integration activities
by sectors.

lo f_{'_g e trade

The fifth and last year of the transition period leading'up_to
the full establishment of the Central American free-trade area created
by the General‘Treaﬁy on Economic Tntegration signed on 13 December 1960
during the seventh session of the Committee will come to an end pﬁ‘

4 June 1966, ' , |

Cn that date, there will be complete free trade in the area for
925 per cent of the items camposing the Standard Central American
Customs Nomenclature (NAUCA),g/ and'fqr a further 73 items as soon as
various regulatory agreements are brought into force or certain conditions
fulfilled,

Thus, only 23 hesdings for products in which trade is stagnant or
for the regiont's major exports will continue to be subject to restrictions
for an indefinite period within the Camon Market, The main commodities
to be freed helfway through the second quarter of 1966 will be textiles,
oils, fats and various food. preducte. Petroleum products, péper, tobacco
and wheat flour will have to wait for the conclusion of speeial agreements
on them, One such agreement, dealing with tariff eqyalization for fabrices
of man-made fibres, wﬁs signed by the five Governments at the beginning
of 1965, and is expected to enter into force in 1966 thereby freeing
trade in 25 items relsting to clothing,

2/  NAUCA comprises 1,276 tariff sub-items.
/24 Tariff
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. 24 Tariff equalization

Oh 31 August 1965 Honduras and Nicaragua deposited their respective
instruments of ratification to the San Salvador protocol on tariff
equelization,'signed by the five Ceéntral American Goverrments during the
eighth session of the Economic Co-operation Ccmmittee., With these, the
uniform duties in force for all members of the Common Market on imports -
of goods from third countries were extendsd to 98 per cent of the  NAUCA
sub—itans;z/ The agencies in charge of economic integration expect that
the only two agreements that have been concluded but not yet implemented
will enter into force in the course of 1966, These are the Guatemala
protocol and the Special Agreement on Tariff Equalization, signed respectively
on 1 August 1964 and 7 November 1965 whlle the Central Amerlcan Economic
Counecil was in se531on. ,

- The equalization of customs duties on pending items, some of which
are particularly important from the fiscal standp01nt, i.e, petroleum
products, motor vehicles and electrical apparatus, is contlngent on
regional agreements for the standardization of 1nternal consumptlon taxes,
the establlshment of free trade and the 1ntegrated development of assembly
actlvitles.

o 6 February 1965, the Uniform Centrel American Customs Code (GAUGA)
entered into force for Costa Rica, Guatemala and Nicaragua. This 1nstrument,
which was drafted in compliance with Commlttee resolutions 18 (AG.l?)
and 22 (CCE) on the basis of texts prepared by Uhlted Nations experts,
was completed at sessions of the Executive Council of the General Treaty,
and signed by the Economic Council on 13 December l963° The code, which
establishes the legal framework for the regional custéms operations N
required by the Common Market, has been supplemented by .a body of regulations
designed to give greater flexibility to customs operations. These
regulations were signed by the Central American Goverrments on 7 November 1965,

" During 1964 and 1965, the work of renegotiating the uniform duties
and charges constituting the Central American tariff was stepped up. This
work will undoubtedly become increasingly important. because of the constant

'3/ If the -calculation is made on the bzsis of the standardized duties
. for sub-sub-items on the Central American tarlff, the proportlon
" is 93 per cent.
/need to
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need to adapt the tariff to the requirements of the new stages of
industrialization and to the changes in the guidelines for regional
economic policy laid down by the Governmentse ,

In order to facilitate this process of adaptabtion, discussions are
currently being held on ways and means of streamlining the formalitiss
from the moment at which the request of the interested party is submitted
up to the entry into force of the new protocols containing the renegotiated

duties on the Central American uniform tariff.

3« Trade policy
The Central American Trade Sub~Comnittee, one of the subsidiary

organs of the Economic Co-operation Committee held a special session in

Mexico in January 1964e During this session, basic guidelines were
worked out for the position to be taken up by Central america at the
meebting of government experts held at Brasilia, Brazil, in the same
month, for the purpose of deciding upon the joint stand to be adopted
by the Latin american countries at the United Nations Conference on Trade
and Development (Geneva, iarch-June 1964 ) At the request of the
Sub~Commuitiee, ihe secretariat of the Beonomic Co-operation Committee
collaborated directly in the last two conferences nameds Thus, for the
first time, an endeavour was made to work out a common Central American
stand in negotiations with thé rest of the world and, in so doing, to
begin the implementation of Committee resolution 120 (CCE).

Pursuant to resolutions 251 and 254 (XI) adopted at the eleventh session
of the Economic Commission for Latin america (Mexico, May 1965), the
secretariat of the Committee also took part in the meeting of governmént
experts convened by ECLA and held at Santiago, Chile, in October 1965.

| In December of the sahe year, the first meeling of representatives
of the Government of Mexico and of Central American integration agenciés
was held it Mexico City. The discussions focused on the measures that
night be adopted for increasing Central America's exports to Mexico so as
to place their reciprocal trade on a more even keel. The ECLA secretariat
acted in an advisory capacity at the meeting as requested by the Joint
Declaration signed by the kinisters for Economic Affairs of the six countries
at the session of the Economic Council held at San Salvador in November 1965

/Under the
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Under the auspices of SIEC.., headway has been made in the
negotiations between Central america and Panama with a view to the
conclusion of an agreement for the economic association of FPanama with
the Common Markete
The Committee secretariat has begun work on studies aiming at the
adoption of a common trade pclicy with third countries or econonic
groupings, and the establishment of a joint negotiating unit. The
United Nations has already been asked for the services of experts on
these quesdt ionse '

Le Industrial development
(a) Industrial policy

At its sixth special session, in February 1964, the Economic Council
laid down some broad guiding principles for the industrisl policy to
be followed by the Common Market, on the basis of studies submitied by the
BCIA secretariat and SIECﬁd&/ These principles state the necd for the
regional programming and promotion of the dynamic industries together
with greater specialization and modernization of the traditional industries.
In June 1965, the Economic Council made its first statement of policy on
foreign investment in Central Americae

As regards the industrialization process itself, a number of new
concerns have entered into operation, namely, petroleum refineries, and
plants producing fertilizers, sulphuric and nitric acid, welded steel tubes,
electric lanps, copper cables and wire, raw materials for detergents,
steel rods, and tyres and imner tubess Good headway has been made in the
installation of plants for caustic soda, chlorine and insecticides, glass
containers, sheet glass, and distilled spirits of turpentine~ Assembly
plants for mobor wehicles, refrigerators and other appliances have also
been developede

The final touches are being put to the preliﬁinary studies on the
stezl and ammonia industries and the production of polyvinyls based on
calcium carbide, as well as on the use of forest resources for pulp and
paper and eventually for kraft paper. Progress has also been made with
studies on the industrial uses of bagasses

5/ See joint ECLA/SIECA note on Los problemas de la politica industrial
centroamericana. (E/CN.12/CCE/311).
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(b} Industrial integrabion instrunents

The first protocol to the Agreement on the Régime for Integration
Industries, which was signed at the eighth session of the Committee,
entered into force in February 1965 for Costa Rica, El Salvador and
Guatemala and in august of the same year for Nicaraguia. The firsh twe
acLivities to be integrated were the tyre and inner tube plant sel up
in Guatemala and the caustic soda and chlorinated insecticides plant
established in Nicaraguas In this way, the special system of promotion
for productive activities has also begun to operate. In November 1965,
the [ive Goverrnments signed a second protocol extending the benefits
of the Régime to a sheet glass plant to be opened in Hondurase

As recommended by the Committee at one of its early segsions, the
ECLA secretariat has continued to carry out studies on the industrial
pessibilities of the Common Marketo A United Nations expert prepared
a further study on the subject, which was presented at the first meeting
of Central American and foreign investors, convened by the Central American
Bank and held at Managua in 196562/ Progress was made with the programme
for textile specialization in Central Americae The United Nations
technical assistance expert in charge of the work is using SIECA as his
headquarters.

At their second meeting held in Guatemala in 1965, the directors of
the planning agencies considered a preliminary study on the regional
programming of industries in 1965-74 prepared by the Joint Central American
Programning kiission, and explored the possibility of setting up a specific
system of study and promotion for the following four major industrial
groups: pulp and paper; chemicals; basic metals and assembly activities.
The Committee secretariat was present during the discussionse

The agreement on uniform fiscal incentives, concluded at the third
special session of the Committee, has alrsady been ratified by four countries

end will enter into force as svon as Honduras has ratified ite

Posibilidades de desarrollo industrial integrado en Centroamérica
(E/CN.12/CGE/323; TAOQ/LAT/50)e

/Lastly, the
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B Lastly, the ECLA secretariat, with the assistance of United Naﬁions
experts, has continued to co-operate with SIECA, ICAIPI, BCIE and the
Joint HMission in the studies requested of it on specific projects or
branches of industrye

S5¢ Agricultural development:

Free trade in agricultural commodities will be fully established
in June 1966 upon the abolition of the restrictions established by the
General Treatyon a number of goods and applied between pairs of countries
during the transition periodes The only products then remaining outside
the free trade régime will be the major export items to third couritriese

Pursuant to resolutions 91 (CCE) and 125 (CGE), the Central
American -Agricultural DevelopméntVSub—Committee was set up and held its
first session at San José, Costa Rica, in October 1964 On the basis
of the background studies prepared, a programme of work was adopted
mainly directed towards the full liberalization of trade in agricultﬁral
commodities; the development of basic food production; the diversification
of agricultural exports; and the expansion of livestock and milk productions
Other subjects covered by the programme were the regional co-ordination
of marketing activities, price stablllzatlon and researches

Goed headway has been made in agrlculture since the Sub-Committee
held its sessione. SIECA has organized meetings of meat exporters, livestock
experts, and specialists on pasture and animal nutrition. The Joint
Central American Programming Mission has_drawﬁ;up regional programmes for
stimdating grain production, laid down broad guidelines for diversifyihg
exports, and is currently working on a regional livestock development
programmes The Hinisters of Agriculture held their first meeting in
February 1964 in Gustemala, and took part in a joint session with the
Ministers for Economic Affairs in QOctober 1965 at Puerto Limén, Costa Ricae
On the latter occasion, they signed the special grain protocol and the
" livestock studboock, and gave legal status to the Co-ordinatinngommittee
on Marketing and Price Stabilization in Central America, set up in |
compliance with resolutions 63 (CCE) and 90 (CCE)e As agreed at the
Sub-Committes session, it was decided to set up a Central American Agricultural
Research Committee. The responsibility for co-ordinating the research work
was entrusted to the Inter—imerican Institute for Agricultural Sciencese

/The United
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The United Nations Special Fund approved the request submitted by
the Governments in accordance with resolution 125 {CCE) adopted at the
eighth session of the Committee, thereupon launching the project for
surveying Central America's fisheries resources. The total cost of the
research has been estimated at 4 million dollars, to be expzsnded
progressively over the six years of the project!s useful life. FAO will
be in charge of the actual implementation of the projects

6. Development of the economic infrastructure

{a) Transport
During the period covered by this report, the activities of the

Transport Sub-Committee and of the regional bodies concerined have been
mainly dirscted towards implementing the first stage of the Central
American road network formally approved by the Ministers of Economic
Affairs and Public Works in 1963. 4t the second session of the Transport
Sub-Comuittee, held at Managua in June of the same year, it was considered
essential to embark upon studies and research to solve the transport
problem as a whole, and to give the provision of transport facilities
an even higher priority than the conclusion of the Central American
road networke

The creation of the Integration Fund in the Central American Bank
for Beonomic Integration {(BCIE) offers specific possibilities for carrying
out infrastructure works of interest to the whole regione A number of
measures have been adopted concerning the phases for the plamning and
execution of these works; and stress was laid on the need to train regiomnal
technical cadres to take charge of them, and to study ways and means of
adapting the design and construction techniques used by the developed
countries to conditions in Central Americas

Ags regards the extension of the road network, progress has been less
satisfactory than could have been wished, mainly because of the shortage
of funds and the lack of specific projectse Until these shortcomings have
been remedied the deadlines set for the work will probably have to be moved
back even further,

/During 1964
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During 1964 and 1965, BCIE, with the assistance of firms of consultants
fron inside and outside the region carried out a study analy31ng the
current situation of the transport system and recommendlng a solutlon
for each of its branchess This study, together with those prepared by
the technical assistance experts seconded to Central Amefica, will
provide a sound basis for retracing the lines along which regional
activities in this sector are to be developed. |
(b): Telecommunications

One of the most urgent tasks is to give the Central American Common
Karket a modern and efficient telecommunications network so that trade
can continue to expand at a rapid baceo With the aid of the United Nations
Special Fund, a study has been made of the possibility of establishing
a Central American network to be Qpérated by a multinational enterprises
Although lack of agreement on thig plan has delayed the institution on an
extensive network covering the whole of Central America, there have nob
been any telecommunications problems so far, as the different countries
are able to use the telephons facilities of the Central American Air
Traffic Corporatlon (Corporacl6n Centroamericana de . Serv101os de Navegaclén
Area ~ COCESHNA)e However, as they will shortly have to use this network
for their own purposes, and as it is in any case'inadequgte for the load
it will probably have to carry during thefnext few years, the presént
solution is simply a stopgap measures

-(e) Electrification.

The Central American Electrlflcatlon Sub—commlttee continued with
the work which the Economic Co~operation Gommittee had asked it to carry
out on the interconnexion of electricity systems and the joint developmernt
of waber resourcess Every effort was made to advance with the next stages
of projects that had already been evaluated and approved in principle
by the countries concerned so aé to bring them to the point of specific
workse It was also thought desirable that new possibilities should be
constartly reviewed by special working groups. In addition the basic
guidelines wers laid down‘fér the execution of a iongAﬁerm'programmé to
place the initial projects on a thoroughly sound footing and convert them
into:an effective instrument for supplying the region's existing electric

power requirements and the needs of new and important industries to be
developed.

Mhe Suhllommitt e
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The Sub-Comnittee held its second session in May 1963. It examined
the projects for linking up the power systems of Honduras and El Salvador
and the electric power connexions of Chiriqui (Panama) and Golfito
(Costa Rica) drawn up by the Elecbrification iission which had been assigned
by the United Nations to the economic integration programmes In both
cases, the representatives of the glectrification erterprises approved
the projects in principle, and adopted a resolution to proceed forthwith
to the final feasibility studies,

A regional programme for research and evaluation of the region's
water resources was also approveds The first phase of this programme will
be the improvement of the network for gathering hydrological and hydro-
meteorclogical datas The proposal was made by the technical assistance
experts and then brought before the Special Fund for financial backinge
The evaluation of water resources will help to determine the supplies
available for feeding the integrated system to be set up in the next ten
yearse It was also agreed to carry out a regional study on electricity
rates and the standardization of equipment and materials used in
electrification workse The first question is important for industrial
siting and thg second for gauging the possibilities of producing that type
of equipment in Central America.

In December 1964 a Sub~Committee working group, consisting of officials
from the national electrification agencies of Costa Rica and Nicaragua,
met to study the joint development project for the electricity systems of
the two countries that had been prepared by the technical assistance missicne
It was decided to set up a joint technical commission to proceed with the
studies that were scheduled for completion in 1966 with the financial
assistance of BCIE. ‘

In December 1965 and January 1966, the national electrification
bodies of El Salvador and Honduras met at Tegucigalpa and San Salvador
to examine an alternative project, drawn up by the same mission, for the
Jjoint development of the two countries! electricity systemse It was agreed
to put it into execution forthwith, in February 1966

/In January
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In January 1966, the Special Fund approved the proposal made at the
second session of the Sub~Committee to improve the basic network for
collecting hydrological and hydrometeorological data at a total cost of
5.8 million dollars for the whole five-year periods The work is to be
begun immediately.

In liarch 1966 the secretariat of the Committee will begin work on
the detalled water resources evaluation programme rscommendsd by the
Sub=-Comnittees It will also submit the integrated development project
for the power systems of El Salvador-Honduras and Guatemala, which has
just been completed by the United Nations mission, for consideration by

a special working group composed of officials from the countries concernede

T+ Development financing and co-ordination of monebary policies

The BCIE, which was established by an agreement signed during the
seventh session of the Committee, will end its fifth year of operations
on 31 May 1966e From the time it entered into operation up te 30 November
1965, it engaged in 111 credit transactions for a value of 4405 million
dollarse The money was used to finance: (a) the establishment and expansion
of 81 industrial and services firms; (b) 19 feasibility studies; and (c)
11 loans for infrastructural works and housinge

In 1965 the Central American Economic Integration Fund was set up
with 35 million dollars from the United States Government and 7 million
irom the five Central American Governments, thereby adding to the money
available for covering regional investment requirements in the public
sectors The Fund is administered by the BCIEs The Central American
countries have already begun to draw upon the Fund's resources, the main
feature of which is that they can be used to defray the over~all costs
~ including those in local currency - of works and projects forming part
of national plans and policy for economic and social development s

On 25'February 1964, the Central Banks signed an agreement to promote
the co~ordination and compatibility of the monetary, exchange and credit
policies of the member countries and to establish little by little, the
bases for a monetary unions This agreement set up the Central American
Monetary Council, which is composed of the presidents of the central banks

/and is
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and is the senior organe. Specialized technical activities are dealt with
by four committees whose fields are respectively monetary policy, exchange
and compensation policy, financial transactions, and legal studiess The
secretariat has its headquarters in San Salvador, El Salvador, and is
responsible for preparing technical studies and co-ordinating the work of
the four committeese Under the terms of the agreement, the Clearing House,
which enbered into operation in October 1961, has be:n madé a subcrdinate
organ of the committee on exchangs and compensation policye The over-all
volune of clearing operations has risen from a monthly average of 2 million
Central American pesos during the first half of 1962 to 11 million in

the second half of 1965, In addition, a special agreement on compensatory
payaents was concluded in December 1963 between the central banks of the

area as a whole and the Bank of Mexicoa

8. Planning

Planning in Central America inveolves the establishment and operation
of an institutional framework for the area, which must be tailored to
suit the requirements of the economic integration process and duly linked
up with ite With the technical assistance of the Joint Central American
Programming Mission, the Goverrments have been talting steps in the last
few years to set up planning systems that will channel public and private
action in such a way as to facilitate and speed up economic and social
developments Central planning agencies have already been formed in all
five countries, basic research undertaken and over-all and sectoral
programues viorked oube

In addition, standard national accounts and statistical systems have
been formulated, diagnoses of the econcmies uade, in the majority of
cases by major sectors, and performance budgeting instituted in every
countrys Thanks to these measures, the Governments have been able to move
on to the actual preparation of economic and social development plans for
the period 1965~6%e In fact, each Central American country already has
an over-all programne, which is currently being reviewed by the Panel of '

Nine with the object of obtaining funds for their executione

/is regards
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As regards the problens of establishing and co-ordinating regional
targets that are comiensurate with the reguirements and possibilities of
the Common Market, the Committee, in resolution 124 (CCE}, recommended
the Governments to link up their national plans by gradual stages so that
they could eventually be merged into a single regional plan that would
enzhle Liae advantages of the Common larket Lo be used to the full and
make for complementarity among existing producticon sectors. Two meetings
have already been held for purposes of co~crdination by the directors of
the naticnal planning agencies who act as advisory body to the Central
American Economic Councila
The Ministers of Economie Affairs and Finance, st their first meeting
held in Guatemala in April 1965, requested the ECLA secretariat to
prepare a paper on the establishment of a regional institutional framework
for plamminge™ This paper; which was submitted to the Advisory Committee
cn Programming and sabsequently to the Economic Council, deals with the
question of industrialization from various angles and suggests ways in
which STECA could take over the dubies and stafi of the Joint Missions
Also purstuant 4o ressiubion 124 (COE), the secrstariat has organized
three inuvensive training courses on programuing technigues and project
evaluation in Central America, with the co~operabtion of the Latin American
Institute cn Economie and Social Planning and the Inter-dmerican Development
Bank, together with other regional and international organizations. In
this way, troining has been given to nearly 200 Goverhment officials from
the five Central American countries and Panema whose work is closely
connected with the formmlation of nstional development planse

9o Technical regearch and training

In accordance with the recommendations made by the special committee
coneisting of representativss of BCIE, SIFCA; the United Nations Special
Fund and the ZC0LA secretariat, which in 1962 studied and recomaended the
re~organizaticn of ICAITI's activities, ICAITI has been conducting, with
the financial assistance of the Special Fund. a number of research projects

on the industrial use of raw materials and natural resources available in
the regions

&/ See La : lastltuclonailzaclén regional de la planificacidn en Centro-
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The subjects studied include the industrisl use of agricultural
waste material methods of obtaining paper pulp; the dehydration and
preservation of tropical fruitg'new nisthods of cbtaining vegetable oilss
and the distillation of essenbial oilse In broader terms, ICATTI proposes
to break into new fields such as the use of coffee and‘sugar cane wastes;
move efiicient utilization of forest resturcez; and the possible industiial
uses of the geological and mining regources of Central Americae

at the reguest of the Central American Covermments, ICAITI is also
carrying out a standarvdization programme in order to fix quality standards
for industrial produchs so as to facilitate free tracde within the
Common Market s

BGAPAC has progressed with the tasks assigned to it under the work
programua: adopted by its Board of Directors in 1962 Its activities over
the lsst three years have included national and regional semirars and
courses on deveilopment aduinistration; basic research on the current
features of tax adainistration and Lhe nsed to adapt it to planning and
econoinic integration requirements; a general dizgnosis of administrative
preblems in Cerbral America; regional seminars, followed by regional and
netional seminars cn custéms, tax and highway administration; Zatin American
courses on the administration of statistical services and on Governnent
purchasesrand supplies. It has also given direct assistance to member
Govermusnt s Iy solving a number of specific'problaus confronting their
respective administrations and in modernizing scme of the administrative
syshems, either in relation to the civil service and public administration
as a career or to organization and wethods. _

In addition to the regional courses on prograsming technigues and
project evaluation mentioned under point 8, other types of training
programmes have been held, notably the cowrse given by the Joint Programming
Mission on performance budgebing. and the ILO missicn's work in the field

of . industrial prcductivitye

/100 Social
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10¢ Scoial asvects o1 develcpuent

o e 1.er (AL A" g~

(a) Housing

The Housing, Building and Planning Sub-Comaitiee held its second
and third sessions in iy 1963 and December 1965, when it established
a work programme and established guidslines for its implementatione At
its senond seusion, the Sub~Comnitteel!s discussions focused on the
application of the resolution adopted by the Committes at its eighth
sessione To that end; it examined the studies on raw materials and
natural rescurces available in Central America for the preduction of
building materials; the inventory of industries producing those materials
locally and their prospects for trade and expansion; national programnes
for building and financing low-cost housing; and modular co-ordination
and the poussibility of intrcducing it into Central America. Ways and
means of exbending the seli-help and nubtual assistance programnes were
alse explored; togelher with obther methods of solving the problem of
housing for the lower~income groups. The Sub—-Committee {inally formulated
a nutber of recomnendsblons designed to bring aboul the greatest possible
co~ordination among the housing activities in the different countries,
and reguested the secretarial to continue with its studies on the uatter,

At tlie session held in Guatemala at the end of 1965 consideration
was givea o studies on town plamning and development as part of economic
planning; the financing of housing projects and possibilities of lowering
production costsy; the adoption of mutual aid and self-help systems as a
means of tackling the housing problem; and the harmonizing of housing plans
with naticnal cevelopment programmes. On that occasion, the Sub=Committee’
decided to set up Jouwr permenent working groups to broaden and pursue
studies on various aspects of housing, such as construction programning,
costs and methods, finaneing and the role of community development in
housing projectse These working groups will co~ordinate their activities
with the assistance of the ECLA secretariat and United Nations experts,
and submit recormendations tc the Sub-Committee on the adoption of joint

lines of action by the Central American countriess

[lestly, in
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Lastly. in Decetber 1963 a seidnor. on honsing programming was held
at the ECLA Mexico office; and its conclusions used as a bacis for studies

submitted for cousiderstion at the third session of the Sub-Commitiese

(b) Hanpower costs and productivity

With the ccllaboration of a United Hations expert, a2 study has been
concluded on manpower costs and productivity in Central Americadz/ This
study, which-is the first of its kind, provides the Governments concerned
with a wealth. of inforwmation on the incidence of the manpower factor on
over-ail production costs within the Common Market. It was undertaken in
accordance with resolution 94 (CCH) and, after technical revision in the
different couabtries concerned, will shortly be issued in final form. A4n
ILO export has also finighed a similar study on industirial manpower
productivity and costs in the region from the standpoint of labours
(e)  Pepilation

A United Hatiods expert hes concluded a new vercsion of the study on
gsoclo~cconomic features of the capibal city of San Salvador based on the
survey carried omt in 1961 amd supplementary research. Assistance has
been given to the statistical departiments of the Central Americen
countries in relation to their population research programmes with a
view t0 the executicn of a minimun regional plan that would provide
sufficient dabta for analysing, anong obher factors, populabion growbh,
the labour supply and migratory movenentse
(d)  ZLand benars

Having completed the first stage of the survey on land tenure and
rural labour conditions in Central America, the organizations concerned;
ieeey BLAQ/Fad/IL0, have been holding consultations on the scope #ud
metheds of the next phase of the survey, which it is hoped to embark
upon in 1966.

1/ Sse l@;broductividedg el costo de la mano de obra y el costo de -
produccifn en el Istmo Centroasericano {E/CN.12/CCE/335)s

/1l Stetistical
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1. Statistical co-ordination

During the period under consideration, the Statistical Cowordination
Sub-Committee held its fifth and sixth regular sessions and first special
sessione iorking groups also met twiceo

At its rifth session, held in Honduras in Febraary 1963, the
Sub-Committee adopted a work programme in the light of the results
obtained up to then with the programme formulated during its first four
sessions, and extended it in certain fields to bring it into line with
the new requirements of the integration programme and the tasks involved
in preparing national and regional development plans.

During the sixth session of the Sub~Committee at Panama in November 1964,
a statistical programme was drawn up for Central Ameriea by sectors of
activity, pursuant to resolutions tasken by the Sub-Committee itself ab
earlier sessions, and by working groups on agricultural and industrial
statistics, which met in Costa Rica and Bl Salvador in December 1963 and
June 196/ respectively. The studies prepared by the secretariat of
the Economic Co-operation Committee with the aid of SIECA and the Joint
Mission were used as a foundation while the Inter-imerican Programme of
Basic Statistics served as a frame of references

The Central American statistical programme was completed in Mexico
during the first special session of the Sub=Comnittee through the
inclusion of the transport sector which had been left pending at the

sixth session, and the drafting of a body of measures for the execution
of the regional programmese. '

/Part IT
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Part IT
TECHNICAL ASSISTANCm FOR THE INTEGRATION PROGRAMME

Central America contlnued to recelve technlcal assigtance from the
United Nations through the Expanded Programme, the Special Fund and the
regular programmes of its specialized agencies during the perlcd 196364
The figure for 1965 is still uncertaln as the accounus have not yet been
fully settled, _

The studies and projects financed by the United Nations Technical
Assistance in response to the requests made by the Chairman of the .
Economic Co-operation Committee mainly concern the following subjects:
(a) interconnexion and joinﬁ development of power systems and water
resources; (b) industrial possibilities in the Common Market, and
expansion and specialization of the textile_ihdﬁstry; (¢) economie
aspects of transport and of ihtegrated road development; (dj industrial
labour costs and productivity in Central America; (e) regional housing
prozramming and financing problems'in the region; (f) the co-ordination
of national development pronramming on a region-wide basis; (g) fiscal
streanlinlng, and (h) co~operation with the ZSAPAC.

With the financial aSSIStanCP of the United Nations Special Fund,
progress was made, among ‘other thlngs, with the studies on forest and
mineral resources; telecommunicétions, ports and railways; fisheries
development; and water resources for irrigation and electric energy.

The Spscial Fund also gave financial aid to ICAITI with which, in
November 1965, it formally agreed upon a new plaﬁ'of-operations to cover
the next three years corresponding to the second phase of ICAITI's '
development.,

The Special Fund is currently considering a number of requests for
national and regional projects, including‘the gstablishment of a regional

network of hydrometric and hydrometeorological stations,

/Part ITT
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Part IIT
NINTH SESSICH OF THE COMMITTEE

A. Membership, attendance and organization of work

The session was attendsd by delegations from Guatemala, El Salvador,
Honduras, Nicaragua and Costa Rica, Panama sent an accredited representative.
Representatives of various United Nations agencies and other international
and Central American organizations were also presemt., The delegations were
composed of the following members: |

(a) Delegations of member countries

Cuatemalsn

Chairman of the delegation: Carles E, Peralta Méndez, Minister for
Economic Affairs; Gabriel Orellana Estrada, Minister of Finance and Public
Credit; Hugo A. OrdSfiez Fernéndez, Deputy Minister for Economic Affairs;
Fernande Jufrez Rodas, Depuby Minister of Finance and Public Credit;
Eduardo Palomo Escobar, Deputy Minister for Economic Affairs.

Members: José intonio Palacios; dJosé Luis Paredes Moreira;

José de J. Monteagudo; Rubén Ayala Mufioz; Roberto Lépez Porras;
Gilberto I, Corzo Illescas; Carlos Enrique Gutidrrez; Alfonso Alonso limas
Gilberto Chacén Pazos; René Chiu Fuentes; Carlos Guillermo Aldana G.j
Leopoldo Re Sandoval; Edgar Leonel Ibarra; Jorge A. Carranza Rodas;

José Victor Velésquez; Iuis Manlio Castillo; Mariano Rayo Ovalle;

Efrain Morales Zapata; Marco A, Ort{z Romero; Orlando Marroguin;

José A, Andrade; Gert Rosenthal; José M, Rivera M.; Jorge Mauricio Lau;
Tomis Nffiez Aguilar; Roberto Lépez Pérez; Huge H, Vargas O.;

José Arturo Lépez G.; Anastasio Cruz Ramos; Carlos Mamuel Judrez,

Luis Schiesinger Carrera; Hé&ctor Sénchez Latour; Oswaldo C4ffarc F.;
Carlos A, Steiger T.,; Luis Ae del Valle; Julio Obiols; Francisco Escamilla;
Enrique Aguiluz B.; ILarry Andrade Lara; Enrique Matheu Palomo;

Rafael David A.; Adolfo Montes Villagrén; Guillermo Gonzdlez B.;

Carlos Molina Mencos; Ramiro Castillo Love; Ricardo Castillo;
Carlos Montes Cérdovae

/EL Selvador
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El Salvador
Chairman of the delegation: ~Abelardo Torres ,V‘Minist.er for Economic
Affairs; Victor Manuel Cuéllar O.3 Under-Secretary for Economic Integration
and Foreign Trade. |
Members : ‘Guillermo Borja Nathan; Alexander Vésquez;' Francisco ‘;Tarela Co:
Mauricio Cuéllar C,; . Armando Baltazar Rivera; Armando Interianc.
Honduras , o | |
Chairman of the delegation: Manuel Acosta Bonilla, Minister for
Economic Affairs; Valentin J, Mendoza, Under-Secretary for Economic Affairs.
Members: Miguel Angel Rivera B.; Guillermo Bueso; Préxedes Martinez S.;
Luis Alberto Chocano; Ad4n Lépez Pineda; Trinidad Fiallos; Pedro Garcia
Ugarte; 'Ricardo Alvarez R.; " Ricardo Reyes; Andrés Felipe Lépez; |
Jaime Rosemthal; Marco A. Raudales Pe3 Guillermo Medina Santos; '
Vicente Machado Valles Jr.; Roberto M. Sdnchez,
Nicaragua: N _ o
Chairmen of the delepation: Silvio Argllello Cardenal, Minister for
Bconomic Affairs; Jorge Armijo Mejfa, Deputy Minister for Economic Affairs;
Rodrigo A. Salmerén, Deputy Minister of Agriculture. o
Members: Antioco Sacasa; Alvaro Porta; Alfredo Papi-Gil;
Donald Bricefio H,; Benjamin J. Guerra L,; Rafl Castelldén D.;
Julio He Baldizén; Cerlos Gabuardi L.; Roberto Morales V.
Costa Rica . _

Chairman of the delegation: Bernal Jiménez Monge; Minister of Finance,
Industry and Trade; Rigoberto Navarro, Deputy Minister of Industry and Trade.
Members: Jorge S&nchez M,; FPernando Mora C.; Oscar Jiménez Ch.;

Francisco Tersn; - Ernesto Ruiz,

(b) Delegation of Panama

Representative: Bduardo Hamfrez,

(c) United Nations specialized agencies

International Labour Organisation (IL0): Geraldo M, Eboli; Ramén Aguado d.
Food and Aericulture Organization (FAQ): Madan M, Babbar; Luiz Ps G Leite

de Vascibecekis; Ulpiano F, Nascimiento; Hugh Meharry.

International Bank for Reconstruction and Development (IBRD): Hubert F. Havlik;
José intonio Guerra,

V o P RN T R S S N,
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International Monetary Fund (I¥F): ILuis E. Laso.

(d) Cemtral hmerican organizations

Organization of Central American States (OCAS}: Carlos Cordero D!'Abuisson;
Salomdn Martinez,

Permanent_Secretariat of the General Treaty on Central American Economie
Integration (STECA): Pedro Abelardo Delgado; Ratl Sierra Franco;

José Guillén; HMauricio Baca Mufioz; Rodolfo Trejos; Guillermec Noriega Morales;
Js Mario Ponce; Gabriel Pons; Gautama Fonseca; José Sanchos

Carlos Ra. Hernfndez,

Advanced School of Public Administration for Central America and Panama
(ESAPAC): Wilburg Jiménez Castro; Manuel Guevara,

Central American Regearch Institute for Industry (ICATTI):

Hanuel Horiega Morales; Francisco Aguirre.

Central American Higher Council of Universities (CSUCA): Radl Sierra Franco.
Central American Air Traffic Corporation {COCESNA): Lisandro Rosales Abella,

Cerntral American Bank for Economic Integration (BCIE): Gustavo A. Guerrero;
Héctor Monterroso.

Institute of Nubrition for Central America and Panama (INCAP): Marcoe A. Ramirez.
Central American Monetary Council (CMC): Alvaro Castro Jenkins,
Federation of Central ﬁwm :  Arturo Melville,

(e) Other international organizationg

Organization of American States (OAS): Jeo Alberto Torres.
Inter—imerican Development Bank (IDB): dJosé Cérdenas; Adolfo N, Besck;
Justo Carrillo,

Inter-imerican Committee on the Alliance for Progress (ICAP):

Jorge Sol. Castellanos.

Panel of Nine: Jorge Méndez.

Inter—American Institute of Agricultural Sciences (IIAS): Armando Samper;
José Alberto Torres.

Joint Central Americen Programming Mission: Alberto Fuentes Mohr;
Salvador S&nchez Aguillén; Mauricio Castillo; Ramén Ldpez Rivera;
Gabriel Siri; Hduardo Montes Umafla; Salomén Ordéfiez; Mario Cérdova;
Iucila Alvear; Rafael Poncianoc.

/The United
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The United Netions Develooment Programme was represented by
Mr, Jaime Renart. Présent on bLehalf of the secretariat of the Economie
Commnission for Latin imerica (ECLA) were Mr, Cei'rloé"Manuel Castillo, the
Director of the Mexico Office, Mr, Joseph I»oscarella., Deputy Director,

Mr. Francisco Giner de los Rios, Assistaat Director;, Mr, Porfirio Morera
Batres, Secretary of the. ‘Cv-:mi-ttee;' Mre David Ibarra, Mr. Alejandro Power,
Mr. Alvearo de la Ossa, lr, Alfredo Harvey, Mre Enrique Diez-Canedo, '

Mr. Jos& Tomis Zepeda and Miss Alma C. Barbosa, while the Bureau of Technical
Assistance Operations (BTAQ) was represented by Mr, Francisco Malavassi,

Mr. Ko Vyasulu and ir. Ernesto Torrealba,

The ninth session of the Committee was opened by Mr. Enrique Peralta
Azurdia, the President of Guatemala., At the inaugural meeting, addresses
were made by Mr. Carlos E. Peralta Méndez, Minister for Economic Affairs
of Guatema.la.,y Mr, Carlos Manuel Castillo, Director of the ECLA Mexico
otrice,? and Mr, Abelardo Torres, Minister for Economic Affairs of
EL Salvador, and former Chairman of the Commit.téa, who replied on behalf
of the delegations to the Minister for Economic Affairs of Guatemala.

it the first working meebing, Mr. Carlos E. Peralta Méndez,

Cheirmen of the delegation of Guatemala was elected Chairman of the
session and of the Committee, while Mr, Manuel Acosta Bonilla, Chairman
of the delegation of Honduras, was elécted Rapporteur.

The Committee conducted its bMusiness in plenary meetings and set
up special working groups to consider certain items on the agenda,

Bs Agenda ' 7
The Conmittee considered the provisional agenda (B/CN.12/CCE/325) -
prepared by the ECLA secretariat, and changed the order of some of the items

in order to facilitate its work., At the request of the delegation of.

8/  See annex 2.
9/ See amnex 3o
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El Salvador, two additional items were included: a draft Central American

treaty on wniform legislation concerning migration and a project

for the establishment of a Centrsl Institute for Educatiocnal Loans.
The following agenda was adopted:

1.
2
3.
e
5‘}

Opening meeting

slection of Chairman and Rapporteur

Consideration and adoption of the agenda

Organization of the work _

Evaluation of the Central imerican economic integration programme
(a) Present situation and future prospects of the programme

(b) The economic policy of the Common Market during the next
phase of integration

(i) The operation of the Common Market
(ii)} Trade policy
(iii) Industrial policy
(iv) Agricultural integration
(v) Regional programmes by sectors
(¢) The institutional framswork for integration
(d) Balanced development within the Common Market

Documents:

Evaluacién de la integracidn econdmica en Centroamérica
(E/eN.12/CCE/327/Rev. 1)

BEvaluacidn de laz integracidn econémica en Centroamérica.
Anexo estadistico. (3/CN.12/CCE/327/Rev.1l/Add.l)

El crecimiento econémico de Honduras y el desarrollo equilibrado
en la integracién econdmica (CCE/IX/DT.l)

Exposicidn sobre la participacién de Honduras en el proceso de
integracién sconémica centroamericana (CCE/IX/DT.2)

Informe de la Primera Reunién Conjunta del Consejo Zjecutivo,
Directores de Organismos de Planificacién y Presidentes de
Instituciones Nacionales de Fomento (CCE/IX/DT.3)

Reference documents

Los problemas de la politica industrial centroamericana. Nota
conjunte (CEPAL/SIECA (B/CN.12/CCE/311Y)

Posibilidades de desarrollo industrial integrado en Centro-
suérica (B/Ci.12/CCE/323; -Ta0/LAT/50)

/Carreteras, puertos
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Carreteras; puertos y ferrocarriles de Centroamérica
(E/CN,12/CCE/32L)

La productividad, el costo de la mano de.obra ¥ el costo de
produccién en el Istmo Centroamericano (E/CN.12/CCE/335)

6. Activities since the eighth session of the Central American’
Economic Co-cperaticn Commitiee

(a) Technological research and vocational training
Documents

Informe del Director del Instituto Centroamericano de
Investigacidn y Tecnologia Industrial (E/CN.12/CCE/328)

Informe del Director de lz Escuela Superior de administracién
Pdblica América Central (&/CN,12/CCE/329)

{b) Technical assistance
Document.s

Informe del Representante Regional de la Junta de Asistencia
Técnica de las Naciones Unidas para Centroamérica
(&/CN.12/CCE/33C y Add,.1)

Informe de la Organizacidén de las Naciones Unidas para la
Agrioultura y la Alimentacién (E/CN,12/CCE/331)

Inforne de la Organizacién Internacional del Trabajo
(B/CN.12/CCE/33 2§ ‘

(c) Subsidiary organs of the Committee
Document s

Informe de la reunidén extraordinsria del Subcomité de
Comercio Centrosmericanc (E/CN,12/CCE/314) A

© Informe de la quinta reunidén del Subcomité de Coordinacién
Estadfstica del Istmo Centroamericano (E/Cl.12/CCE/304)

Informe de la sexta reunidén del Subcomitd de Coordinacidn
Estadistica del Istmo Centroamericano (E/Cl.l2/CCE/319)

Informe de la reunidén extraordinaria del Subcomité de
Coordinacién Estadistica del Istmo Cenbroamericano (E/CN,12/CCE/322)

Informe de la segunda reunién del Subcomité Centroamericano de
' Transportes {(Z/(N «12/CCE/ 307)

Informe de la segunda reunién del Subcomité Centroamericanc de
FBlectrificacidén (B/(N.12/CCE/306)

Informe de la reunidn del Grupo de Trabajo sobre Interconexidn
Eléctrica Nicaragua y Costa Rica (E/CN.12/CCE/SC.5/33/Rev.l)

Informe de la sezunda reunién del Subcomité de Vivienda, Edifi-
cacibn y Planeamiento del Istme Centroamericano (E/CN.12/CCE/305)

/Informe de
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Informe de la tercera reunién del Subcomité de Vivienda, Edifi-
cacién y Planeamiento del Istmo Centroamericano {(E/CN.12/CCE/326)

Informe de la primera reunidn del Subcomité Centroamericanc de
Desarrollo Econémico Agropecuario (E/N,.12/CCE/318)

Te Other matiers

(a) Draft Central American Treaty on Uniform Legislation Cencerning
Migration

Document s:
Proyecto de ley de migracién (CCE/IX/DT.L)

Recomendaciones del Consejo Centroamericanc de Turismo sobre el
proyecto de ley de migracién (CCE/YX/DT.5)

(b) Central American Institute for Bducational Loans
Documents:

Proyecto de creacién del Instituto Centroamericano de Crédito
Zducative (CCE/IX/DT.6)

8. Date and place of the tenth session of the Committee
9e Consideration and adopticn of the report of the Rapporteur
10. Closing meeting

Ce Account of proceedings

%he ninth session of the Central American EZconomic Co-operation
Committee took place when the transition period leading to complete
free trade in the Common Market was already well into its fifth and
last year, Since the formation of the Market notable progress had been
made by the economies of most of the member countries. That was
atributable to two favourable trends: first, the heartening recovery of
the external sector, save in one or two cases, and, secondly, the increase
in the stimulus given by general free trade and the standard import
tariff, which had been drawn up with the cbject of developing the economy.
In 1965, howevér, the export sector began to decline again. That
was a source of deep concern to the Committee because of the impact of
the deterioration on the level of production in the traditional
industries and because the integration movement would probably have to
be pursued in a different economic context in the near future and more
vigorous joint action taken to combat the ensuing difficulties. Hence,

it was even more vital that the programme should lay increasing stress

/on the
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on the transformation of the production systems in keeping with the
opportunities created through multilateral co~operation among the
countries concerned. , | :

- The Committee had itself drawn attention‘to these facts at its
eighth session, but, after reviewing the rew trend of éveﬁts, it had
found that little had been accamplished as yet and that the dynamic
impetus displayed by the Common Market was primarily due to the forces
automatically engendered by its establishment., It had also found that
the advances made in industrial programming and the studies carried out
on the feasibility and financing of public works on a regicnal scale
had made it pogsible to obtain at least some of the essential data
needed to embark upon the transformation of the production systems.

It was apparent at the ninth session that the experience acquired
had made it possible to formulate increasingly clear—cut-cdﬁcepts and
guidelines as a basis for economic integration policy in the major
sectors of activity. Those were borne in mind at all times in the
process of evaluation, and had been fully endorsed at the consultative
meeting held earlier by the Executive Council of the General Treaty, the
directors of planning agericies and the presidents of national development
institutions, The Committee followed the same lines in its approach to
the subjects under discussion, tut in its case the concepts and guide-
lines served not merely to broaden considerably the scope -of the
proposals made to it by the joint meeting but also to translate those.
proposals into practical measures and recommendations,

In this respect, the ninth session was noteworthy for the zealous
efforts made by the Minisiers for Economic Affairs to improve a number of
aspects related to the execution and operation of the programme in sectors
other than those that had claimed most of their attention in the past.
Conscious of the remarkable development of the needs and coverage of the
integration movement, and of the lack of suitable machinery for meeting
them, the resolution adopted by the Committee at its ninth session provided
for the establishment of various Councils, Commissions and technical
working groups under the General Treaty and its principal organs; urged

the conclusion of new agreements and protocols; and gave the Central
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American crganizations some specific indications, with particular respect
to financing, co-ordination and the achievement of higher levels of
efficiency. The attainment of the objectives pursued would depend here-
after on the energy with which these measures were taken and on the
mammer and volume in which the funds necessary for their exscution were
obtained and disbursed,

Satisfaction was expressed ab the provisions for the development
of Honduras on a balanced footing with the other countries within the
integration movement, Besides expressly recognizing a principle of
vital importance for the Central American moveument, those provisions
made for the prompt and full implementation of the multilateral
agreements that were still awaiting ratification and deposit. The way
had thus been paved for an advance on new and more promising lines in
the Common Market.

By the close of the session it had become apparent that, in
comparison with the years 1958~62 when the basic integration agreements
had been concluded with great rapidity, the current phase was primarily
one of consolidation and practical realisation of opportunities as
part of the complex task of framing and applying a regional economic
policy, through the development of a common market, in the major fields
of activity. By thus establishing practical channels of commmunication
for an interdependent regional system of an increasingly comprehensive
kind, the current movement was setting the stage for the broadening of
the concept of integration within the Common Market to embrace such
institutions as a customs union and & monetary wnion which would play

their part in the complete merging of the Central American economies.

1, GCeneral situation and prospects of the prosramme

During the ninth session, the discussions of the Committee centred
on the document entitled Evaluacidn de la Integracién Econdmica en
Centroamérica (5/CN.12/CCE/327/Rev.l) and on the Informe de la Primera
Reunién Conjunta del Consejo Ejecutivo, Directores de Organismos

Nacicnales de Planificacién y Presidentes de Instituciones Nacionales de
Fomento submitted by the secretariat.;g/ It was pointed out that both

10/ The text of this document appears as annex 1l to the present report.
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presented the resulis of the process of evaluation undsrtaken by ECLA in
response to the request addressed to it by the Econcmice Council ef the
General Treaty. Tribute was generally paid to the work of the
secretariat which had made it possible to assess the progress made,
determine current problems and decide and recommend soluticns to those
problems and to the difficulties likely to arise in future.

In the course of the generzl debate and the Committesz's proceedings,
it was made clear that the aims established for the first stage of the
programne had been largely realized as far as the operation of the basic
Common Market wmechanisms was concerned., That was demonstrated by the 
figures for trade, and the rapid growth of the economic sectors - and
industry in particular - that was the supply-line for trade, .

It was admitted, however, that the Central American economies had
not been developing in unison, partly because their export trade was
carried on in different conditions but also because some countries had
not been able to make as much use as others of the opportunities afforded
by the expansion of the market during the early. stage of integration.
Moreover, it was emphasized that the prospects- for the area's traditional
exports were bleak enough to make it doubtful whether they would continue
0 spur.oh the economy of the Central American economies as effectivehf'
as they had managed to do in recent years, '

In the light of this appreciation of the outlook for the Central
American economy in future years, the Committee considered that at the
present stage of the programme the joint action of the member ccuntries
should be concentrated on activities that would conduce to a co~ordinated
expansion, on a regional basis, of the directly productive sectors, and
on providing the area with the physical facilities and the services it
needed. |

It was agreed that, apart from the achievements in respect of free
trade, progress had been slow in the various fields, for a number of
reasons, The net -result was an appreciable gap between the broad
opportunities offered by free tradé and the many requirements it gave
rise to, on the one hand, and the restricted means of benefiting from
those opportunities and meeting those requirements, at both the national
and regional level.

JThat coap
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That gap reflected the early stage of development in Central
America, and the problems that had to be faced in transforming its
productive systems within the framework of the regional market. On the
basis of the experience of recent years, it wes clear that that
transformation could not be based solely on tariff policy and regional
free trade. The rapid growth in trade had resulted from the expansion
and modernization of the existing traditional industries, and had led in
some cases to surplus productive capacitj and high production costs.
loreover, agricultural production had responded almost exclusively to
the stimulus of external demand, and herice the expansion of the regional
supply of products for domestic consumption remained slow. -

The Committee once again stressed the importance of maintaining
the maximum fluidity in trade, and making the tariff instrument more
flexible, and recommended the adoption of measures to eliminate the
obstacles that in some cases were still hampering trade, and to permit
a more effective review of the uniform common tariff in line with the
changing needs of development policy, The Committee also pointed to the
need to continue studies, and build up practical experience in different
fields, to facilitate rapid progress in completing the tariff union.

The Committee concentrated its main attention on the other
instruments and institutions for promoting the integrated development of
the area, A consideration of the factors that had hampered their
efficient functioning led to a reaffirmation of the need to continue
concentrating efforts on the problems that arose, and attempting to
solve them on the pragmatic basis that had been characteristic of the
integration programme from the outset, Consideration of those problems
in terms of a theoretical plan of integration might give rise to
proposals involving a radical reconstruction of the regional agencies
that had been built up as the fruit of successful experiment, and that
had in essence proved. their practical value, and the end result might
be damaging to those agencies,

Viewing the problem thus, the Committee was in full agreement that
present difficulties, and those that might arise in future years, should
be solved by strengthening the existing regional agencies and increasing

/the co~-ordination
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the co-ordination of their activities with a view to the ‘optimum use of

the instruments avallable under the integration programme. At the same

time, as the need for JOlnt action in new fields arose, formulas should

be sought Lo ensure a growing partﬁc1pation in the integration programme
by other sectors of the public administration. |

Aspects that shbuld receive speeial attention in the immediate
future, the Committee-considered, included a more precise definition of
industrial policy, aﬁd the setting up of the necessary machinery to
permit prompt use of the financial and promotional instruments évailahle,'
with a view to the allocation of industrial activities among the
counttries with due regard for economic considerations and'ah equiﬁable'
sharing of the benefits of integration, '

The Committee said that the regional highway programme‘éhould be
accelerated, and so.should the putting into operation of the intgr—
comnexion of electricity systems, and other projects felating to the
infrastructure and to bagic serv1ces, in order to promote and
iac1lltate the merﬂlng of the national econcmies and the reduction of
the imbalances in the rate of development of the individual countries.,

Both industrial and agricultural development policies must be
based on the rational and co-ordinated exploitation of the areals
natural resources, The Committee drew attention to the need to
intensiﬁy survey work that the five couﬁtries-had undertakeh Jointly,
on an orgenized basis, with some technical and financial external help.
That activity should be combined with the active promolion of new A
export lines, and the opening up of other markets abroad for Central
American products, In that connexion, the Committee felt that there
should be an immediate speeding up in the work and preparatory studies
relating to the formulation of a common trade policy, and specified
some of the institutional measures needed if Central America as a whole
were to establish closer economic'links with other-countries and groups
of countries, and defend its position more effectively in world markets

as regards its traditional export products.

/The Committee
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The Committee considered other questions that were becoming
increasingly important to the unification of the national economies,.
They included the differences in the tax systems, and other elements
tending to distort flows of goods and capital between the countries,
and the Committee considered that studies should be undertaken with a
view to gzradual reduction of such differences, In addition, greater
mobility of manpower and capital was needed for a complete merging of
the individual economies, as well as a unification of social security
policies and labour legislations, not only to egual out preduction

costs, but also to increase the participation of the labour sector in
the benefits of integration.

2, Functioning of the common markst

The Committee took note with satisfaction of the extraordinary
increase in the trade flows between the five countries since the entry
into force of the General Treaty, and of the effective application of
the free-trade sysbem and the Central American import tariff. It
considered, however, that although the problems that had arisen in
administering the legal instruments of the common market were minimal,
an effort must be made to solve them over the short term, in order to
achieve maximum fluidity in intra-area trade, ensure the uniform
application of the common tariff, and give zreater flexibility to the
process of renegotiating common charges, in order to adapt them to the
changing needs of development policy. To that end, the Committee
examined, and in the main adopted, the proposals on those questions
submitted to it by the Joint Meeting, with some modifications in the
light of new considerations that had arisen during the course of the’
debate,

With respect to free trade, the Committee's attention centred on
the measures needed to reeoncile, at the regional level, industrial and
sanitary standards for manufactured products, with a view to avoiding
duplicate or conflicting provisions that might result in cbstacles to
the flow of goods between the countries. It was recognized, however,

that such reconciliation could not be achieved rapidly and effectively
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by the mere incorporation of sanitary standards in the industriél
standards. .Hence the Committee proﬁosed that the Economic Council
should meet with the Central American Public Health Council in order to
take decisions with a view to speeding up the work, and also asked
ICAITI and the public health agencies responsible for those standards
to effect the necessary co-crdination amongst themselves at the
technical level, The Committee thus adopted'tha prenosal of the Joint
Meeting (which had also recommended on previous occasions that ICAITI
should be the sole ageﬁcy responsible for formulating industrial
standards in Central America). The Committee also suggested to the
Governments that they should take the necessary measures to speed up
the application of a common policy in the field of tax incentives and
with respect to the cereals protocol.

The Committee endorsed other proposals of the Joint Meeting,
including those relating to the adoption of criteria and procedures to
facilitate the determination of the origin of gobds, and the signing of
uniform agreements for the protection of industrial property and
regicnal legislation on animal and plant hysziene,

~ With respect to tariff policy, the Committee stressed that although
the adoption of more flexible procedures for the renégotiation of uniform
official base values should be in line with the need to develop new
industrial activities, it must also take account of considerations of a
fiscal nature or relating to the balance of payments. In additiom, it
would permit effective use of the Central American tariff as an instrument
of the common trade policy:towardé other countries that must be built up
during the second stage oflthe integration progranmme.

In the light of the foregoing considerations, the Committee
stressed the urgent need to carry out studies and other work with a view
to hastening the signing of the protoecol to the Central American
Agreement on Equalization of Import Duties and Charges, since that would
to some extent permit determination of the levels of-official base values
without prior ratification by the legislature. Furthermore, the Committee
recommended that measures and procedures should be taken to speed up the
regular process of ratifying and depositing the tariff renegotiation protocols.
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ILastly, the Oomnittee decided to ask SIECA to speed up the studies
necessary to the completion of the Central American tariff legislation,
and to ask the Econemic Council to carry out pilot projects to permit
the accumulaticn of experience in that fieldo

The Committee adopted resclubion 134 (CCE)} on the functioning of
the common markeb, covering the foregoing pointse

3+ Upification of tax systems

The Committee studied the tax problems that had arisen from the
establishment of the common market, and the new needs involved in the
completion of the murket in the immediate future, and endorsed the
conclusion of the Joint Meeting that the gradual unification of the tax
systems of the menmber countries shouwld be initiated as soon as possibles
To that end, the Committee recommended the esteblishment of a Central
American Commitbtee on Fiscal (uestions (including taxes, budgets and
public credit) to carry out technical studies in this field, with a
view to making specific recommendations to the organs of the General

Treaty and to the Joint Mesting of Ministers of Finance and of Economic
Affairse.

During the debate it was made clear that the tax systems were being
transformed as the result of the creation of new domestic taxes and the
improvement of existing taxes. That process would be intensgified in
step with the increasing financial requirements of national investment
plans.

In particular the Commitiee examined the domestic taxes on consumption,
as an important source of additional revenue that, in time ; should permit
a more effective use of the tariff for economic development purposes.
Nevertheless, the Committee expressed concern over the practice of establishing
consumption taxes on specific articles, and considered that care should
be taken to prevent such taxes from giving rise to discriminatory effects
or restricting free trade. Furthermore, the tendency for that type of tax
to muitiply would impede the task of regional unification. In addition,

/domestic taxes
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domestic taxes were important as a means of protecting the balanre of
payments, and it was considered'desirable to compile'ahd.analyse past
experieﬂce‘and methods used in that fieid in various countries of the
area.‘ | '

In the 1light of the fgregoing‘considerations_and‘of the informetion
at its disposal, the Gémmlt;ee debided to recommeﬁd the drafting of
regulations for the applicatibn-of article VI of: the General Treaty,
to permit uniform interpretation and verify in practice that the
application of taxes on consumption represented the same burden on
domestic products as on those from the rest. of Central Aﬁerica.
Furthermore, the Gommittee recommended to the Governments that they
should endeavour to consolidate such taxes in a system in which the
rates of incidence would be more geheial, by groups of products, and
in whish the different categories of arﬁicles would be distinguished
according to the importance of the needs they met. “That could help
to improve income distribution and reinforce the development promotion
policy pursued by the Central American countries,

In view of the importance that must continue té attach to import
duties, the vommittee stressed the need for a joint review of the
uniferm tariff with a view to maintaining their funetion as a source
of goﬁernment revenue and as an instrument to promote development, and
asked SIECA tolundeftake a study on customs exemptions granted by
virtue of legal provisions'and‘Specific concessions,

Lastly, the Committee endorsed the proposal that the integration
agencies should formulate their annual work programmes on the basis
of the system‘of performance budgeting, and that they should participate
in studies to facilitate the firancing of their activities,

The Committee adopted resolution 138 (CCE) oh the upification

of tax systems, which covered the foregoing points,
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Lo Central American trade policy
The Committee welcomed the proposals made by the Joint Meeting,
and regarded them as an appreciable advance towards defining Central
American trade polisy in terms of specific aims and the means that

might be used to achieve them, That advance was the result not only

of study, but also of the experience acquired in recent years by the
United Nations Conference on Trade and Development, and at regicnal
meetings at which Central America had acted as a unit in presenting
ils problems and needs,

The Committee, aware that the external sector would continue
to exercise a determining influense on the area's development, decided
to adopt a more practical approach to a common trede policy by
indicating those specific fields in which joint action should be
taken in the next few years, together with the instruments needed to
somordinate such action in relation to negotiations with third countries,
to prior studies of potential merkets and of new.possible export lines
for the area, and to activities concerned with promotion and finance,

To that end, the Committee recommended that the Governments should

radually adopt a Central American trade policy, and stressed the need
for any trade treaties concluded with third countries by any member
country to include a right of amendment, if the purposes and provisions
of the common policy so required.

Similarly, the Committee recormended that Governments should
intensify their joint participation in the United Nations Conference on
Trade and Development and in the activities of its subsidiary organs.
However, it was concluded that the effectiveness of such participation
would be minimal if it were not backed up by the actiocn of all the
Governments on specific questions of special concern for Central America.
In that connexion the Committee stressed the wital need to no-ordinate
national policies to defend exports of primary commodities, and
recommended the formation of Central American committees for each

commodity, under the Eeonomic Council and the Executive Touncil,

[/As a
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As a first step in that direction the Committee recommended the
establishment of a Central American Coffee Committee, which would be
responsible, with the advice of SIZCA, for the work of co-ordinating
soffee marketing and the unification of the policy of the tentral
hmerican countries in relation to the Internaticnal Coffee Agreement,

With respect to other export products, the Committee reiterated
the recommendations of the First Joint Meeting of Ministers of Finance
and of Econcmiclﬁffairs, that national foreign trade committees should
be established, and that a grou? to co-~ordinate their work should be
formed, in order to'provide the Executive Gouncil'and the Economic

souneil with the technisal 1nformatlon essentlal to the formiation and
execution of a common trade policy, In addition the Economic Couneil .
was recommended‘to encourage the preparation of specific projects and
of programmes for research on, and development of the production of,
new export lines, with due regard for the work being carried out by .
BJIE and other institutions, o

The Committee recormended a more detailed study, with the help
of the agencies of the General Treaty, of the possibilities of linking
up uentral Aperica w1th the movenent:s towards a Latin American common
market, eSpeclally as regards the 1ndustrlal conplementarity agreements.
In that connexion it proposed that Central America be included, as an
economic¢ unit, in the studies in that field conducted by the Latin
Americen Institute for Economic and chiél Planning, the Inter-American
Development Bank, and ECLA,

The Committee also recommended that joint committses should be
set up, representing Gentral America and certain countries in Latin
America, to explore the existing possibilities of co-operation, with
the advice of SIECA, the ZCLA secretariat, and other international
bodies, Those and other recommendations on the same subject wers

covered by resolution 135 (CUE) on foreign trade policy,
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5. Industrial policy

When the Commitliee discussed this subject, it recognized that
considerable efforts had been made under the economic integration programme
to industrialize the Central American countries, The formation of the common
market had given a strong impetus to manufacturing. Nevertheless, that
impetus was not adequate in some respects, relating to the form and degree
of use made of the scanty capital resources, and had not yet pen:trated into
the field of the basic industries, on whose establishment depended the change
that would have to be made in the existing manufacturing structure.

It was pointed out that these defects were largely due to the absence of an
industrial policy co-ordinated at the regional level, and that lack, in turnm,
could be attributed to the fact that a number of important legal instruments
signed some time ago were not yet in full force, while others were not being
energetically applied, or had yet to be supplemented by the appropiate
operational machinery.

The members of the Committee formed themselves into a working group
in order to study the agenda item concerned, and discussed in detail the
problems raised by the co~ordinétion of the industrial programmes at the
regional level, With respect to the Régime for Central America Integration
Industries and to the special tariff system for the promotion of productive
activities, the proposals drafted by the consultative meeting were expanded
and modified, to emphasize the importance of giving a vigorous impetus, on
a selective basis, to the use of those instruments. To that end, it was
decided to recommend to the Economic Council that it should draw up a list
~ to be amended or sxpanded from time to time ~ of regiomal industries of high
priority, and for that purpose should adopt as a first step the list approved
at the Second Meeting of Directors of Planning Offices (the pulp and paper,
chemical, basic metals and assembly industries), together with the industries
in each group that were specifically indicated at that meeting as suitable
for co-ordinated promotion at the Central American level, It was agreed
that the Economic Council should indicate which industries en the list should
come under the Régime for Integration Industries, the special tariff system,

and - when it entered into force - the protocol on assembly industries.
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Some representatives expressed concern over the lengthiness of the
procedures for defining and including‘néﬁ industries under the Régime, and
over the difficulties in obtaining financing, and in general co-ordinating
the regional efforts in this field, and ensuring the active participation of
the entrepreneurial sectors,

With the aim of finding a solution to those problems, the, Committee
recommended the adoption of various operaticnal measures, Firstly, it
discussed and approve& the egtablishment of a Central American Committee on
Industrial Co-ordination, as an advisory body to the organs of the .
General Treaty, consisting o¢f permanent members - for example, the presidents
of the national development institutes, the directors of planning offices,
and other high-level officials - who would be‘respons;ble for submitting
recommendations to those organs on questions relating to the amendment and
expansion of the basic list, the cetermination of the industries to be covered
oy each of the above-mentioned instruments, and the study and evaluation of
the specific projects submitted for classification and accepted as covered by
any of those instruments, The new committee would base all its recommendations
on studies and technical evaluations carried out by ICAITI, and would perform
its functions in accordance with terms of reference and procedures whose main
lines had been approved by the Economic Co-operation Committee and were set
forth in the resolution adopted on that subject.

Secondly, the Economie Co—operation Committee recommended the formulation
of a draft protocol that would empewer the Economic Council to include in the
Régime for Integration Industries, and authorize the installation of any plants
that met the requirements of the Agreement on the Régime, without the need for
ratification by the legislature,

The Committee endorsed the concern expressed at the sixth session of
the Economic Council respecting the need for studies and related work to
permit a revision of the Régime with the aim of making it more flexible and
ensuring the full realization of its aims, _

It was also suggested that during the initial stage of the process of
co-ordination referred to above, individual manufacturing plants might be

listed as covered by the various industrial instruments belonging to the
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economic integration progranme, when the above-mentioned lists are being
dravn up, where duly completed investment projects were available,

As regards the promotion and financing of industrial development, the
discussions centred mainly on an examination of the types of measures that
could be taken to strengthen regional action on industrialization, The main
emphasis was, firstly, on defining machinery for co-ordination between the
national and Central American agernicies, and secondly, on establiching little
by little a juridical and institutional framework suitable for that purpose.

With the aim of speeding up the execution of the industrial programmes
and strengthening the area's technical cadres, it was agreed to recommend io
ICAITI that it should establish a group of high-level experts to advise the
national and regional specialized bodies on certain aspects of the preparation
and evaluation of industrial projects of interest to Central America,

Some representatives stressed the lack of projects suitable for financing
in the dynamic industries, and the need to encourage projects concerned with
the tourist and fishing industries, which represented two promising
opportunities of exporting goods and services., It was also suggested that
the national industrial development institutions should be established or
(where they existed) strengthened, with a view not only to guiding and
promoting manufacturing development, but also to having available at the
national level specialized bodies that could act as links in co-ordinating
the regional programmes. In that comnexion, it was pointed out that there
should be a distinction between the specific function of industrial promotion,
activities relating to other sectors, and purely banking activities, which
were sometimes all carried out by the agencies concerned with industrial
development,

Representatives were anxious to see an improvement in the systems of
finaneing, and the channelling of funds into the manufacturing sector, and it
was agreed to ask BCIE to seek out and adopt ways and means of ensuring closer
co=ordination of its activities with the national credit and development
institutions, and to endeavour to expand the funds allocated to industrial

promotion, It was considered that such action would enable BCIE to establish
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eredit with European countries and international agencies, and to facilitate
the mobilization of private savings, with 2 view to assisting the installation
of the basic industries in Central America.

The Committee examined the obstacles due to the existence of different
legal provisions in the individuzl couniries and to the weakness of the
capital market in the regiocn, It was felt that both facteirs hampered the
flow of capital and the formation of large-scale indnstrial enterprises, and
the Committee stressed the need to support and give added impetus to the work
of reconmeiling banking and trading laws and bring them up to date. For that
purpose it was reccmmended that a Central American committee on financial and
economic legislation should be established, to carry out comparative studies
of the provisions in force in specific fields, and‘prOpose appropriate
measures to effect a gradusl reconciliation., More specifically, and in line
with the terms of reference set forth in the resolution concerned, the new
committee would be responsible for guiding and evaluating the studies carried
out, and proposing measures to improve and strengthen the capital market, in
relation to such questions as the enactment of the uniform legislation on
securities, the organization of & Central American stock exchange, and the
formation of enterprises on a regional basis.

The Committee then turned to the question of adopting regional
provisions and instruments of simple application that could prevent or
forestall unfair trade practices on the part of third countries, or
arrangements between Centrsl American entreprensurs that might hamper regional
free trade, It was agreed to recommend to the above-mentioned committee that
it should prépare specific recommendations, on the basis of the studies and
documents prepared by SIECA,

The Economie Co-operation Committee also discussed the problem of
forming technical cadres and raising productivity, It was generally admitted
that Central America lacked the necessary entrepreneurs and the manpower
needed at the intermediate and higher levels, a lack that acted as a powerful
brzke on the development of marmfacturing and, in particular, the installation
of technologically complex industries, It was also agreed that little progress
had been made in raising industrial productivity, and that greater efforts

/were needed
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were needed to reduce internal costs and prices, and to improve Central
America's competitive position in relation to third countries, It was
recommended that the Governments should give stronger support to action in
that field, and should take the necessary steps to strengthen the productivity
centres and institutss operaling in the Central Amerizan countries,

Lastly, the Committez took note with satisfaction of the regional
project in preparation for establishing a special department in IUAITI to deal
with productivity, under the joint sponsorship of the ILQO and the
United Nations, It also took note with satisfaction of the work being dons
by the Government cf El Salvador, in collaboration with the Government of the
United Kingdom and the private sector in El Salvador, to organize an Institute
of Technical Education, to begin functioning in 1967.

‘The Cormittee adopted a resolution 136 (CCE) on industrial policy,
covering the points indicated in the foregoing paragraphs,

6, Agricultural poliey -

During the discussions on this item the Committee noted {as had also
the Joint Meeting of Ministers of Agriculture and of Economie Affairs, held
" recently in Puerto Limén, Costa Rica) the slow progress achieved in remedying
the economic lag in many agricultural sectors, The small scale of the
practical results were considered to be out of proportion to the number and
broad coverage of the studies and research programmes undertaken in the area,
and to the number of resolutions adopted at various Central American meetings,
That was considered to be mainly due to the marked shortage of technical and
financial resources of the national agencies responsible for agricultural
policy and of the advisory agencies at the regional level. Note was taken
of the progress achieved in determining production goals in national
agricultural development plans, But except in individual instances, it was
considered that inrsome of the countries those plans‘were still far from the
operational stage, in terms of the funds available for their administration,
and the supply of specific projects in the various fields, It was also noted
that there was little reconciliation of .the national plans with a view of
possible specialization of production by zones in Central America, in the
light of the criterion of balanced development.

/On the
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On the basis of the atove views the Committee reached the general
conclusion that in the agricultural sector, unlike the industrial sector,
there was as yet no over—all view that would permit the formulation and
execution of an agricultural policy of Central American scope. It was decided
to give the highest priority to the work that still had to be done before thatl
aim could be realized, which included the processing of agricultural products,
and to recommend the Governments to infensify economic integration activities
in that sector. For the same purpose, BCIE was asked to give priority to the
financing of agricultural development projects of regional interest, and
establish close links with national credit institutions,

Appreciation was expressed for the work done by SIECA in the field of
primary commodities for domestic consumption, and the Committee recommended
that the Governments should increase the funds allocated to the preparation
of specific projects for the development of those products, The Committe also
considered that the establishment of a regional stockpile of staple foods,
with the assistance of the United Nations World Food Program, could help to
reinforce the price support programmes and finance cereal purchasing programmes,
and suggested to the Ministers of Agriculture that they should study that
proposal with the assistance of the Co-ordinating Commitiee on Marketing and
Price Stabilization in Central America, The Economic Co~operation Committee
also decided to transmit to the Ministers of Agriculture, for their
consideration, the regional project for the production and marketing of
improved seeds drawn up by FAO, and authorized the Chairman of the Committee
to submit it, ‘if approved, to the United Nations Development Programme, with
a request for its financing and implementation.

The Committee asked the Central American Agricultural Co-ordination
Sub-Committee to carry out, with the assistance of the national and
iaternational bodies concerned, basic studies on possible specialization.of
production by areas, in tke light of the type and distribution of the potentisl
resources available for the development of Central America's agriculture, and
of the principle of balanced development.

Lastly, it should be noted that deep concern was expressed regarding
the highly unfavourable conditions that were hampering cotton production as
a result of natural factors that kad led to a reduction in the volume and

/profitability of
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profitability of production. In that connexion, the Committee recommended
that the Economic Council should take steps to establish without delay a
Central American committee, consisting of representatives of tie Governments
and of the private sector, to formulate specific recommendations on the
short-term problems relating to costs, production and financing, and the
more long-term problems of regional co~ordinetion of marketing policies in
world markets.

The resolution on this subject adopted by the Commitiee was

resolution 137 (CCE) on agricultural policy.

7. Regional programmes on the infrastructure sectors

In its discussions on this item, based on the documents submitted by
the secretariat, the Committee agreed that it was necessary to give a strong
and contimuing impetus to regional programmes in the infrastructure sector,
in order to ensure that the integration programme was provided with the
services and physical facilities needed to provide an effective stimulus to
its development, .

The Committee considered the proposals on this question that had been
submitted to the Joint Meeting., It wos agreed that one of the reasons for
the lag in the development of the programmes concerned was the difficulty
of financing the projects already approved, and the insufficient development
of the institutional machinery needed to facilitate action and co-ordination
at the regional level,

With respect to finance, the Committee recommended that steps should be
taken to increase the resources of the BCIE Economic Integration Fund. The
Committee gave a favourable reception to the proposal to consider eligible,
for financing by that Fund, the projects under the Central American Highway
Plan, since they were the result of technical and economic feasibility
studies, undertaken by the mission representing BCIE, SIECA and the Joint
Central American Programming Mission, which had been approved and endorsed
by the First Joint Meeting of the Ministers of Economic Affairs and of
Public Works, In addition the Commitiee considered that the same policy

should be followed with all programmes of that type approved at the regional
level, ‘

/The Committee
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The Committee decided to ask the Joint Programming Mission to undertake
3 study on the probable effects of the execution of development plans on the
external borrowing capacity of the Central American countries, It was
considered that that step would make it possible to determine how the capital
resources of the Integration Fund should be allocated, and what rules should
be established on the distribution and terms of loans.

It was also agreed to ask the Joint Mission to make an inventory of
infrastructure projects that would facilitate a better use of those natural
regources of the potentially rich zones that were not at present being
exploited, The preparation of those studies would ensure that there was a
reserve of projects elegible for financial aid from the BCIE.

In order to give truly regional scope to certain infrastructure
programmes, and provide institutionsl backing for their execution, the
Committee adopted a recommendation to the Economic Council providing for the
establishment of a Central American Transport Council (made up of
representatives of the authorities concerned) and a Regional Commitiee of
Highway Directors; the former would carry out, on a permanent basis, an
evaluation of the needs of the common market in that field, and co-ordinate
the execution of any programmes adopted, while the second would assist the
Transport Council in relation to rcad construction.

The Committee also supported the proposal to establish regional groups,
made up of top-level national experts, to advise the Governments on the
preparation and execution of their programmes, and to guide and direct those
programmes when asked to do so by any of the countries, with the help of the
regional and international technical assistance experts, and foreign advisers,

The Committee also devoted special attention to the present state of
the programme to .create a Central American telecommunications network. It was
considered essential to provide the common market with a modern and efficlent
network in order to achiéVe further advances in the economie integration
process, and to facilitate and stimulate the development of directly productive
activities on a regional bhasis,

It was recognized that the joint efforts made for a number of years by
the telecommunications authoritiss had produced their first results in the
form of the establishment of reliable communications throughout the area,
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ccnsequent upon the agreement signed with the Central American Air Traffic
Corporation {Corporacién Centroamericana de Servicios de Navegacién Aérea -
COCESNA), and the adoption of & uniform tariff system with rates lower than
those in force hitherto, However, the Committee also noted that that solution
was temporary, and that over tﬂé short term an entirely new network would have
to be constructed, on the lines drawn up in recent years by the competent
authorities with the assistance of the United Nations, ,

The fact that a bilateral treaty had'been concluded between Honduras
and El Salvador, while Costa Rica and Nicaragua had agreed to the formation
. of the mltinational enterprises originally suggested for the purpose of
constructing and operating the network, made it clear that the position of -
the five countries on that question had not yet been reconciled, The Committee
endorsed the view of the Joint Meeling that it was possible to reconcile the
existing differences and find a formmla to satisfy the various national
interests and permit the hoped~for regional scope of the services to be fully
realized,

It was deemed advisable to hold a meeting of the top-level
commnications authorities with the Ministers of Economic Affairs in order %o
examine jointly the various measures that could be adopted for that purpose.
In view of the importance of the problem, the Committee recommended that the
Ministers of Economic Affairs should take the necessary steps, in their
respective countries, at the highest level, to obtain the firm support of
their Governments for the establishment of the regional telecommunications
network on the terms best suited to each individual country and to the area
as a whole, ‘ | |

The Committee adopted two resolutions on this question, resolution 139
(CCE) on regional sectoral programmes, and resolution 140 (CCE) on the
Central American telecommunieations network, '

8., The institutional organization of integration

During the discussions problems were raised in the Committee, in
connexien with several different agenda ltems, relating to the institutlonal
organization of integration, and in several of the resolutions adopted- not

only was the existing concern on that point voiced, but specific institutional
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formilas to solve such problems were put forward. However, the Committee
decided not to examine the question separately, preferring to refer it for
consideration to a forthcoming special session of the Economic Council to
be convened specifically to deazl with this item,

9. Balance of development within the common market

As previously indicated in different parts of the present report, the
question of balanced development was one of the Committee's main concerns
during the ninth session. In analysing this agenda item (which was done by
a working group made up of the menbers of the Comnittee), the Committee bore
in mind, in addition to the revelant section of the general evaluation study,
an ECLA document;;/describing the special situation of Honduras in relation
to Central American economic integration, whose aim was to facilitate the
study of the problem, and also a statement by the representative of Honduras
on this point (CCE/IX/DT.2).

The Committee, in the light of those background data, reiterated its
view that the achievement of a balance of cevelopment between countries was
an essential aim of the integration programme, It had been so specified in
the General Treaty, and in various legal instruments signed by the five
Governments; moreover the Committee itself had endorsed that principle by
establishing in 1952, in ore of its first resolutions, that economic
integration was based on the broad application of the prineciple of reciprocity,
with due regard for the location of productive activities,

It was unanimously recognized that the case of Honduras had always
presented a problem of balance of development, throughout the evolution of
the Central American integration programme, The Committee decided that
Honduras should be given preferential treatment in order to permit a betler
balance between its industrial development and that now taking place in the
other countries of the region.

In that conmexion, the Committee recommended the Economic Council to
indicate the integration industries that should be assigned to Honduras under

11/ El crecimiento econdmico de Honduras y el desarrollo eguilibrado en la
integracién centroamericang (CCE/ X/DT.1).

~ /the Régime
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the Régime for Integration industries in order to accelerate its industrial
development, in accordance with the economically desirable location determined
in the studies made by the regional technical agencies.

With respect to financing, it was decided to recommend the BCIE to give
priority in its operations to projects of interest for Honduras and for the
Central American market, and negotiate with the various international credit
institutions an over-all locan for Central Amefica providing for special
treatment for Honduras,

It was also agreed that Honduras should benefit from the application of
a system of preferences in the granting of tax incentives, and for that
purpose there should be an additional protocol to the (entral American
Agreement on Fiscal Incentives to Industrial Development, according Honduras
a more generous hLreatment, _

It was felt that the efforts of the Government of Honduras to implemsnt
its development plan also needed to be supplemented in the field of
technological research, technical advice, public administration and the
training of government staff, The Committee stated that for that purpose
ICAITI and ESAPAC could provide valuable assistance, and it was specially
important that the United Nations and other international bodies should
increase their co-operation in the preparation and execution of industrial,
agricultural and infrastructure projects,

The Comnmittee asked the Economic Council to adopt at its forthcoming
special session, the necessary measures, for putting the foregoing
recommendations into practice, The Committee then decided to ask the
Government of Honduras, with all due. respect, take the action needed on its
part to ratify the integration agreements that it had not yet ratified, It
was unanimously agreed that that action would permit the practical realization
of regional co-ordination of Central American policy in the industrial field
and in the other fields of integration urgently needed for the satisfactory
progress of the programme,

The Committee adopted resolution 141 (CCE) on an equal footing for

Honduras in the economic development programme, which covered most of the
foregoing points, ©On the same oceasion theCommittee had the pleasure
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of hearing the Regional Representative for Central America of the
United Nations Development Programme announce that his orgénization‘had'
decided to grant a supplementary sum to the Government of Honduras in order
to expand the programme of technical assistance to that country, |

It should also be noted that during the course of the discussion of
the working group on‘fhe balanced development of the area, the representative
of Nicaragua indicated the need to undertake studies to clarify the situation
of his country in terms of the balance of development. The representatives
of the other countries aleo referred to the existence of development
imbalances in their countries in particular fields of economic activity.
The Committee consequently decided to recommend the Economic Council to
establish under SIECA a technical working group to carry out, as soon as |
possible, comparative studies analysing the 51tuatlon and structure of the
economies of the five countries, beginning with the industrial sector, and
giving specific details about the degree of development of the main sectors
of activity, and on the basis of that information and in the light of the
different levels of development in each country, to formulate recommendations
to promote the balanced development of all the Central American countries,
on an integrated and continuous basis,

On this particular point the Committee adopted resolution 142 (CCE) on
a study on balanced development, |

10, Technical sssistance, technological research
and public administration

The Committee took note with satisfaction of the reports submitted
by ICAITI (E/CN,12/CCE/328) and ESAPAC (E/CN,12/CCE/329), and those submitted
for its consideration by the United Nations Development Programme
(E/CN,12/CCE/330 and Add.1), FAO (E/CN,12/CCE/331) and the ILO |
(£/CN.12/CCE/332), and had the pleasure of hearing statements by the directors
or representatives of those bodies. There was an exchange of views on the
experience gathered in this field, and suggestions were made to improve
co—ordlnatlon in and use made of external technical assistance at the national
and reglonal level,

/It was
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It was decided to thank the United Nations; the Bureau of Technical
Assistance Operations {BOAT), FAO and the ILO for the continuing and
increasing co-operation lent to the Cehtral Aﬁerican economic integration
programme, and to authorize the Chailrman of the Committee to submit the
requests for the period 1967-68 deriving from the resoluticns adopted at
the ninth session,

The Committee zdopted resolution 143 (CCE) on technical assistance.

‘11, 3Subsidiary organs of the Committee

The Committee, in reviewing the acriivilies between the eighth and
ninth sessions, took note of the work of its subsidiary organs, which held
a total of ten meetings during the period under review., The Committee took
note of the reports (including resolutions) of the first special session of
the Trade Sub-Committee (E/CN,12/CCE/31L), the first session of the ‘
Agricultural Development Sub-Committee (E/CN,12/CCE/318), the second session
of the Transport Sub-Committee (E/CN.12/CCE/307), the second session of the
Electrification Sub-Committee (E/CN,12/CCE/306) and the meetings of some
of the working groups on interconnexion of the electricity systems of the
individual countries, the second and third sessions of the
Housing Sub-Committee (E/CN.12/CCE/305 and E/GN.12/CCE/326), and the fifth
and sixth sessions, and the first special session, of the Statistical
Co-ordination Sub~Gommittee (E/CN.12/CCE/304, E/CN,12/CCE/319 and
E/CN,12/CCE/322), together with the reports of the working groups on ‘
agricultural and industrial statistics. The Committee also took cognizance
of the technical studies and reports that served as the basis for the
discussions of the above-mentioned meetings, which are summarized (together

with other studies) in anmex 4 to the present report,

‘12, Other matters

It should be reported, for information purposes, that during the
general debate on the present status of the integration programme the
Committee heard, in addition to statements by the representatives of the

five member countries, statements by the representatives of BCIE, ESAPAC,
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ICATTI, the Joint Central American Programming Mission, and SIECA, The
Comnittee also took note with interest of the statements by the observers
of the ILO and the Panel of Nine, and also of the speech made, in response
to an invitation by the Chair, by Kr., Jorge Sol Castellanos,

(a) Support of interngtional financial agencies

The representative of the International Bank for Reconstruction and
Development (IBRD) made a statement to the Committee, the text of which was
published as part of the documentation for the ninth session (CCE/IX/DI,3).
He announced the Bank's intention of sending an economic mission, in the
very near future, that would visit each of the Central American countries
to study their problems and needs, and investigate how far the Bank could
co-operate in aecelerating the development of the individual countries, and
the economic integration of the area as a whole,

At its last working meeting the Committee heard the representative of
the Inter-American Development Bank (IDB), who gave an extensive account of
IDB plans in relation to Latin American integration movements in general, and
the development of the Central American common market in particular.

In connexion with the recent establishment in Buenos Aires of the
Instituts for Latin American Integration (Instituto para la Integracién
Latinoamericana - INTAL), he announced that IDB intended to extend its
activities gradually to Central America, and in addition to increase its
co~cperation on the technical training courses and on project evaluation,
He also stated that IDB had established an office to advise the Chairman
cf the Bank on integration questions, in order to organize IDB's work in
this field, and had set up a fund for regional preinvestment studies.

In the course of his offer of greater co-operation in the various
programmes and projects for Central American economic co-operation, the
IDB representative listed the varicus fields in which assistance had already
been given, mainly through BCIE, and those in which action was now being
undertaken, He stressed the importance of closer links between IDB and the
Central American integration agencies in the field of sectoral and
sub-sectoral studies with a view to identifying possible new projects.

/The Committee



E/CN,12/AC,58/3
E/CN,12/CCE/351
Page 53

The Committee expressed its thanks for the offer of co-operation
from IDB. The offer was particularly timely, since it coincided with the
increased needs for financial and technical assistance implied by many of
the resclutions adopted at the minth session. |
(b) Central American treaty on migration

The Committee took under consideration, at the request of the
representative of El Salvador, the problems relating to literty of movement
between the countries that had signed the General Treaty, and took cognizance
of the draft treaty on Central American migration prepared for the purpose
of unifying, on-a regional basis, the different national legislations. The
Committee recommended that the Governments, before signing the Central
American treaty on uniform migration legislation, should carefully study the
implications that certain of its provisions might have on the efficient
functioning of Central American integration (see resolution 1lik (GCCE)),

(c) Gentral gmgrican‘Instituﬁg for Educational Loans

The Committee took note of the project for establishing a Central
American Institute for Educationél Lbané, prepared by the Organizatidn of
Central American States (OCAS), and decided to recommend to the member
Governments that, in addition to meking a detailed study of the project by
means of national committees set up for that purpose, they should also
co-operate in taking steps to realize the project in the most suitable form
(see resolution 145 (GCE)).

13. Date_and place of the next session

The Committee welcomed and accepted the invitation of the Government
of Honduras to hold the tenth session of the Committee in Tegucigalpa, and
asked the ECLA secretariat to set the date of the session, in consultation
with the member Governments, in due course (see resolution 146 (CCE)).

14, Expressions of appreciation and eleaure of the session

The Committee passed a special vote of thanks to the Government of
Guatemala for its kind hospitality to representatives, and for the facilities
made available for the minth session, and also thanked the Minister of
BEconomy, Mr. Carlos E, Peralta Mendesz, for his efficient chairmanship of
.the discussions which had greatly contributed to the success of the session.

/The Committee
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The Committee also congratulated Mr, Manuel Acosta Bonilla, Minister
of Economic Affairs of Honduras, for the report he had submitted as the
Rapporteur of the ninth session, '

The Committee eXpressed its satisfaction for the work of the ECLA
secretariat during the conference itself, and earlier, in the preparation of
the study evaluating the Central American economic integration programme that
had served as the basis of the Committee’s discussions. In that comnexion,
resolution 146 (CCE) was adopted, by acelamation, in response to a proposal
by the representative of Honduras,

At the closing meeting, held on the afternoon of 31 January 1966, the
Committee, having adopted the present report, heard statements by
Mr, Pedro Abelardo Delgado, Secretary-General of SIECA, Mr. Bernal Jiménez
Monge, Ministery of Finance and of Industry and Trade, and head of the
dslegation of Costa Rica, and Mr, Carlos E, Peralta Méndez, Minister of
Economic Affairs of Guatemala and Chairman of the Committee.

/Part IV
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Part IV

RESCLUTICHS ADOPTED
Functioning of the common market
Foreign trade policy
Tne industrial policy of the common market
Agricultural policy
Unification of tax systems
Regional sectoral programmes
Central American telecommunications network

Balanced development of Honduras under the economic
integration programme

Study on balanced development

Technical assistance

Central American Treaty on Uniform Migration Legislation
Central American Institute for Educational Loans

Place and date of the next session

Expression of appreciation to the secretariat of the
Economic Commission for Latin America
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FUNCTIONING OF THE COMMON MARKET

134 (CCE) Resolution adopted on 27 Januarg_1966 (E/CN,12/CCE/338) .

The Central.ﬁmg;;ggp Feonomic Co-nperation Coﬁmitﬁee,

Considering:

(a) That the efficient functioning of the basic'integrat*on instruments
is one of the dwwhnuﬁng aims at the present stage of the consolidation of
the common market

(b) That the Governments are anxious to obtain the maximum freedom
of movement in the regional trade in Central Amériban products, ensure the
uniform application of the Cerntral American imports tariff, and introduce
elements permitting a greater degree of flexibility in the process of
renegotiating this tariff in order to adapt it to the changing needs of
economic development;

(c) That, once the common market is established, the completion of the
Central American customs union will be the next objective to aim for in the
advance towards the formation of an economic commnity in Central America;

Takes note with satisfaction of the extraordinary increase in the

trade flows between the five countries since the entry into force of the
General Treaty, the effective application of the free-trade system and the
Central American import tariff, and the extent to which the private sectors
in the area have begun to take advantage of the opportunities thus opened up;

Declares that, although the problems that have arisen in administering
the legal instruments of the common market are minimal compared with the
present volume of trade, an effort must be made to solve these problems, ard
to that end,

Dgcides:

A. Free Trade
1. To recommend to the Executive Council of the General Treably that it chomld:
(a) Complete, with the aid of SIECA, the formulation and adoption of
criteria and procedures to facilitate the determination of the origin of
goods, and make the application of the machinery relating to guarantees more
flexible and less laborious; and

/{b) Accelerate
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(b) Accelerate completion of the studies aimed at the signing of
uniform agreements for the protection of industrial property and regional
legislation on animal and plant hygiene, on the basis of the studies requested
from the secretariat of the General Treaty and the Central American
Phytosanitary Organization (OIRSA),

2 To recommend to Governmments that they should take the necessary measures
to speed up the application of a common policy in the field of tax incentives,
and with respect to the cereals protocol, for the purpose of eliminating the
barriers to trade that now exist in those respects;

3. To.recommend to the Economic Council that it should,

(a) Take the necessary measures to formalize the functioning of ICAITI
as the agency exclusively responsible for formulating industrial standards in
Central America, and

(b) Arrange a meeting with the Central American Public Health Council
for the purpose of -formlating and adopting joint measures to permit
co~ordination of the drafting and publication of standards for manufactured
products relating to the health and technical and industrial aspects, and
ask JCAITI and the agencies responsible for the technical aspects of these
studies in the field of public health to organize and carry out with the same
end in view, the work of co-ordination required at that level.

L. To recommend to the Ministries of Economic Affairs and Finance that they
should establish closer co-operation between the customs administrations and
the national integration agencies, in order to ensure the proper interpretation
and application of the legal instruments of the common market,

Se To ask BDAPAC, in connexion with paragraph 4 above, to continue giving
high priority in its programmes to the training of the customs officials of

the Central American countries,

B. Tariff policy

L. To recommend to the Economic Gouncil that, when future protocols on the
renegotiation of standard import charges are signed, it should recommend to

the Governments a time-limit for submitting the protocols for the consideration
of their respective congresses, and for depositing the instruments of

ratification concerned once the legislative process has been completed,

/2, To
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2. To recommend to the Executive Council that it should:

(a) Proceed with the viork involved in drafting the Protocol to the
Central American Agreement on the Equalization of Import Duties and Charges,
in accordance with recommendation 7 of the First Meeting of Ministers of
Economic Affairs and Finance, which is infended to erpedite the tariff
renegotiations and make them more flexible, with a view to advancing the date
of its signature by the Governments; ‘ .

(b) Establish time-limits for completing the stages of the renegotlatlon
between the formal submission of the request concerned and.the signing of the
protocol in question;

(¢} Form a permanent technical group, consisting of the alternate
members of the Executive Council, to undertake the study and negotiation of
the questions relating to tariff policy, and submit its conclusions for the
decision of the Executive Council at the meeting immediately preceding the
Economic Council meeting at which the measures would have to be adopte& or,
where applicable the agreements or protocols in question signed;

(d) Adopt a system of prior hearings to permit the participation of the
various private interests concerned in the discussions on tariff policy, in
order to improve the procedures relating to. the deliberative and
decision-making functions of the Executive Council.
3e To recommend to the Goveramsnts that they should request their
Congresses to give high priority to the consideration of the protocols on
tariff negotiations, and to that end should adopt any necessary reforms in
their rules of pfocedufe, ”

Lo To recommend to SIECA that it should prepare the studies and projects
needed for the completion of the Central American tariff legislation and for
the revision and bringing up-to~date of the NAUCA tariff classification, in
order to facilitate the uniform application of the Central American import
tariff.

/C. Central



E/CN.12/AC.58/3
E/CN.12/CCE/351
Page 59

C. Central fmerican tariff union

To recommend to SIECA that it should accelerate its studies on the
completion of the Central American tariff union, with a view to identifying
and analysing problems, and proposing the applicaticn of pilot projects that
would permit the accumulation of experience in this field, and to recommend
to the Economic Council that it should intensify the carrying cut of such
experiments in practice,

FOREIGN TRADE POLICY

135 (CCE) Resolution adopted on 29 Jamuary 1966 (E/CN.12/CCE/339)

Ihe Central American Eeonomic Co-operation Committes,

Considering:

(a) That one of the main objectives of economic integration is to
promote the efficient and constructive participation of the five countries
in the benefits of international trade; ‘

(b) That the formation of the common market creates the need for, and
the possibility of, developing a foreign trade policy of a regional nature,
in order to take advantage of the broad opportunities afforded by joint
mltilatersl action;

(c) That the formulation and application of such a policy is becoming
increasingly urgent, both because of the decisive role that foreign trade
will contimue ta play, and because it is to Central America’s advantage to
take an active part in multilateral economic co-operation movements sponsored
by the United Nations in Latin Ameriea and in other areas,

Decides:
1. To recommend to the Governments:
{a) The adoption of a commen trade policy towards other countries or
groups of countries, with the following aims:
(1) Stability and raising of price levels and increases in the
volume of the traditional exports;

/(ii) Adjustment
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(ii) Adjustment of import totals to the:income from exports and
from inflows 6f long-term capital, with due regard for the
effects of short~term external financing;

(iii) A change in the composition of imports in line with the growth
| needs of domestic activity and with impoft substitution aims;

{iv) The development of other export lines, incinding manufactures,

- and opening up of new markets abroad in order to permit the
export sector to expand more vigorously, develop natural
resources and promote diversification of production;

(b) That any individual trade treaties concluded with third countries,
pending the organization of the regiomal arrangements for Central America,
should include a right of amendment, if the purposes and provisions of the
common policy so requirég ) - ‘.,

(¢) That they should intensify their joint participation in the
United Nations Conference on Trade and Development and, in particular,. in the
Trade and Development Board, and the committees and other subsidiary bodies
of the Conference; .

(d) That they should study, with the help of the agencies of the
General Treaty, the possibilities of linking up Gentral America with an.
economically integrated Latin Amefica,“especially as regards the industrial
complementarity agreements; that they should aiso take measures to see that
Central America is included in the studies in this field conducted by the
ECLA/Institute/IDB Joint Programme for the Integration of Industrial
Development and, in due course, study the advisability of joint participation
in the programmes drawn up at the Latin Aﬁerican level; |

(e) That, in order to progress more rapidly in establishing economic
links with the rest of Latin America, joint committees should be set up,
representing Central America and certain countries in Latin America, to
explore at the technical level the existing possibilities of co-operation,
with the advice of SIECA; the ECLA secretariat and other international
agencles participating in the multinational integration movément;

2, To recommend to the Economic Council that, with respect to the primary

commodity exports, it should:

/(a) Promote
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(a) Promote the co-ordination of national policies to defend exports,
in the light of the studies prepared by SIECA and of other elements of
Judgement and information that may be available;

(b) Take the necessary action, in order to make progress in this
field, to establish under the Economic Council and the Executive Jouncil,
with the co-operation and advice of SIECA, Central American commodity
committees responsible for working out proposals that will ensure the
closest possible co-ordination, at the regional level, of the policy and
gstrategy of the Central American countries in their relations with third
countries or groups of countries, and in their relations with the -
international institutions and United Nations agencies acting in this field,
and,

(¢} Establish, as a first step, a Central American Coffee Committee,
consisting of representatives of Governments and of the private sector, to
carry out the work of co-ordinating the plaecing of coffee on the domestic
and foreign markets, including the unification of the policy of the
Central Amsrican countries with respect to the International Coffee Agreement,
and to act as an advisory body at the regional level as regards all aspects
of the coffee industry, including costs, production, diversification and
marketing,

3. To recommend to the Economic Council that in addition, as regards other
export products, it should:

(a) Approach the Governments concerned regarding the establishment of
the national foreign trade committees or agencies recommended by the
First Joint Meeting of the Ministers of Economic Affairs and Finance, and
‘that a group should be formed to co-ordinate the work of these committees,
in order to provide the Executive Council and the Economic Council with the
technical information essential to the formulation and execution of a common
trade policy, and

(b) Encourage the preparation of specific projects and of programmes
for research on, and development of the production of, new expoert lines,
with the aim of remedying the present limitations on supply, as well as the

/market studies
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markets studies and other tasks that will have to be undertaken at the same
time in the field of trade policy proper, in all cases with due regard for
the work being carried out by the Central American Bank for Economic
Integration and other agenciss,

THE INDUSTRIAL PCLICY OF (HE COMMON MARKET

136 (CCE) Resolution adopted on 31 January 1946 (B/CN,12/CCE/340)

The Central smerican FEconomic Co-operaiion Committee,

Considering: _ _
(a) That in order to achieve the mest extensive and satisfactory

development of manufacturing activity in the common market it is an urgent
necessity to give every encouragement to the formilation, co-ordination and
execulion of a policy of industrial development of regional scope in Central
America; o .

(b) That for this pirpese it is essentlal to strengthen the application
of the legislative and institulional instruments already available at the
regional level, and improve théir'efficiency in préctice;

(¢) That to increase the flow of funds to industry and achieve full
mobility of capital between the five countries financial machinery of a
promotional nature must be established, and there must be an 1ncrea51ng and
improved organization of a dynamic Central American Capltal market; and

(d) That the industrialization of the common market calls for
substantial improvements as regards productivity and technicél trainingj

Decides:
A. Industrial co-ordination
1, To recommend to the Economic Council that in order to cofordinate

industrial programmes at the regional level and promote a vigorous and
intensive application'of the Agreement on the Régime for Central American
Integratlon Industries, and of the special tariff system for the ‘promotion
of productive activities, it should:

/(a) Draw up
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(2) Draw up a list of industries of regional interest, thet could be
expanded and modified from time to time, and to that end adopt, &s a first
step, the list already approved by the Second Meeting of Planning Directors
for four main industrial groups {pulp and baper, the chemical industry, the
basic metal industries and the assembly industries), including under each
heading the specific industries indicated at that meebing zs suitable for
co=ordination and promoticn at the regional level;

(v) Determine, on the basis of the above-mentioned list, the
establishment of which industries should be promoted under the agreement on
the Régime for Central American Integration Industries, and also those that
could be established under the special tariff system for the promotion of
productive activities, and those to which the protocol on assembly industries’
would apply, once it enters into force,

24 To recommend likewise to the Economic Council that, for the foregoing
purposes, it should establish as an advisory body, and as one of the organs
of the General Trealy, a Central American Commitlee on Industrial
Co-ordination, which could be made up of permament members, sich as the
presidents of development institutions, planning directors, and others, and
also call on the advice of the enterprises directly concerned in the projects,
and the assistance of whatever experts were required, OSIECA would act as
secretariat of this committee and would convene its meetings,

3 To recommend to the Economic Council that it should prepare terms of
reference for the Central American Committee on Industrial Co-ordination on
the following lines:

(a) The recommendations of the Committee on the industries to be
established, as appropriate, under the Integration Industries Régime and the
special tariff system, should be worked out on the basis of technical studies
submitied, at the Committee's request, by ICAITI, which should take account
of the studies available on industrial branches, existing projects, and the
criteria and policies of other agencies such as SIECA and the Joint Central
American Programming Mission, The Committee's recommendations would be
submitted to the organs of the General Trealy for its final approval.

{b) The Committee would draft recommendations for the expansion or
amendment of the original lists, on the basis of the request presented by its
members, For this purpose ICAITI would be responsible for centralizing all

/+he infeormatinn
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the information available on industrial projects, which should be provided
by the Deputy Ministers and Under-Secretaries responsible for integration
in esach country, ICAITI would submit the data thus collected to the
Governments for their information;

(c) Similarly, the Central American Committee on Industrial
Co-ordination should draft recommendations to the organs cf the General Treaty
on the application to epecific cases, within the framework of the lists laid
down, of the Agreement on the Régime for Central American Integration
Industries and the special tariff system for the promotion of productive
activities, These recommendations would be based on reports and technical
data submitted by ICAITI on market size, economic scale, location and other
technical and economic features of the plants doncerned;

(4) ICAITI's task, when specific projects already exist, would be
to prepare reports in line with an analysis and evaluation of the projects,
with reference to any studies by industrial branches that were available,
Where no project exists, the data would be based on studies made by ICAITI
itself, L

(e) With respect to the application of the special tariff system for
the promotion of productive activities, once the list of industries had been
drawn up the organs of the General Treaty would determine the standard import
charges to be laid down in each case, on the basis of the criteria and data
set forth in the studies by ICAITI and SIECA,

L4, To recommend to the Economic Council that, to ensure the timely and
efficient achievement of the aims described above, it shouvld:

(a) Formulate, and submit to the Governments for signature, a protocol
to empower the Economic Council: {i) to approve and authorize the
installation of integration plans that comply with the requirements of the
Agreemsnt on the Régime for Integration Indusﬁries, without the need for
ratification by the legislature, and (ii) to establish time-limits, project
by project, within which the plants approved as within the terms of the
Agreement must begin production, failure to comply with which will be
sufficient grounds to change the location originally approved;

/(b) Take
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(b) Take the necessary measures for the preparation as soon as
possible of the studies and other work essential for the purpose of revising
the Agreement on the Régime for Integration Industries, with a view to
strengthening that instrument, permitting greater flexibility in its
application, and, in general, ensvring the full realizaticn of its aims,

B, Promotion and financing
1, To ask the Central American Bank:

(a) To study and adopt steps to expand its activities in the industrial
field, and co~ordinate them with those ucdertaken by national banking and
development institutions, especially in relation to the financing and
promotion of the basic industries referred to in the foregoing section, and,

(b) For this purpose to undertake, inter alia, the action necessary to
increase the funds it allocates to the industrial sector, through the
establishment of credit with European countries and with international
lending agencies,

2. To recommend to the Governments that they should strengthen, or where
applicable establish, nationgl industrial development institutions

- differentiating the specific functions of premoting manufacturing both from
the promotion of other types of production and from strictly banking
functions - for the purpose of promoting development and facilitating
co~ordination of industrial programmes at the Central American level,

3. To indicate to the Governments and to the Central American integration
agencies the importance of developing tourism and the fishing industry, as
part of the programmes of industrialization and export development, and to
recommend that they should support the preparation and execution of specific
projects in thess fields.

4o To recommend to ICAITI that it should strengthen its technical staff
concerned with the preparation and evaluation of industrial projects of a
reglonal character, through the formation of a group of high-level experts
with broad practical experience to advise the national and Central American
agencies and, that to that end, it should take the necessary steps to obtain

the funds needed as part of the external technical assistance available for
economic integration.

/54 To
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5. To recommend to the Eccnomic Council: _

(a) That in order to achieve the fullest mobllity of capital and
stimilate the development of industrial act1v1t1es in the common market en
a regional basis, it should encourage the modernization and co-ordlnatlon
of the banking and commercial legislation of the five countries and, to that
end, should promote the establishment of a Central American Committee on
Economic and Financial Legislation, as one of the organs of the General
Trezty.

- (b) That the Committee, with the advice of- SIECA, the Central
American Bank, the Central American Monetary Council and the Central American
Institute of Comparative Lsw, should guide and evaluate the studies involved
and propose steps to strengthen the common market of capital and, in
particular, to ensure adoption of uniform legislation on credit instruments,
and the formation of a stoqk exchange and a Central American security
commission, and of regional corporations and enterprises;

(c). That the terms of reference of the Committee should include the
revision of the provisions on unfair trade practices by third countries
(including anti-dumping clauses), and the study and evaluation of the
practices or arrangements between Central American entrepreneurs that hamper
trade in theﬂcommon market, and that the Committee should prepare appropriate
recommendations to establish regional machinery in these fields that is
expeditious and easy to apply, on the basis of the juridical and other studies
made by 5IECA,

Ce Productivity and techniéal manpower training

To recommend to the Governments that they should give firm support to
measures to raise productivity in Central America, at both the national and
regional levels; that they should help to strengthen the productivity centres
and institutes that have been or are to be established, and should give full
consideration to the regional productivity project being prepared by ICAITI,
IL0 and the United Nations, | | | |

/AGRICULTURAL POLICY
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AGRICULTURAL POLICY

137 (CCE) Resolution adopted on 29 January 1966 (E/CN.12/CCE/341)

The Central American Eocnomic Co-overation Committes,

‘ (2) That the extensive nature of the studies and research work carried
out in the area, and the number and coverage of the recommendations adopted
at various Central American meetings, ere out of proportion to the practical
results, and that in large measure this is because of the marked shortage of
resources of all kinds available for the purpose of remedying the chronic
backwardness of large agricultural sectors;

(b) That a proper development of production for export mist be
encouraged, and that there must be an improvement in the use made of all the
resources needed for agriculture, and a strengthening and diversification of
the productive base which is the foundation of any joint trade policy for the
sale of these products on world markets, and for the defense of their
position; -

(¢) That there must also be encouragement of the production of basic
items for domestic consumption, as an essential part of the balance that
should exist in the over-all agricultural policy, and with a view to
achieving the specific aims desired, improving cost and price levels,
ensuring that consumption requirements are met, and achieving the maximum
level of import substitution compatible with Central American resources,

Decideg®
1. To recommend to the Governments that they should intensify economic
integration activities in the agricultural sector‘with the aim, inter_ alia, of
promoting the processing of crop products and the regional production of
manufactured articles for use in the agricultural sector,

2. To express the deepest concern regarding both the highly unfavourable
conditions that are hampering cotton production, as the result of natural
factors that have led to a short-term reduction in the volume and

profitability of production, and regarding the existence of internal and

/external circumstances
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external circumstances that stand in the way, over the long term, of the
technical imsrovement of cotton production, and prevent the Central American
countries. from taking full advantage of the progress achieved in this field;
3. To recommend to the Economic Council that it should %ake steps, as
part of the operational measures to attaék the problem referred to in the
foregoing paragraph, to ectablish withbut délay a Central Américan committee
consisting of representatives of Governments and of the private sector which,
with the advice of SIECA, would uncertake at once to formulate specific
recommendations on the short-term problems relating to costs, production and
finaneing, and the more long~term problems of regional co~ordinstion of-
marketing policies in world merkets;

L To express its approval of the activities that SIECA has been carrying
out in the field of primary c&mmodities'for domestic consumption, and
_recommend to the Governmenté that it should increase the resources allocated
for the preparation of programmes and specific projects for encouraging
production of such items, and that for this purpose technical groups of a
regional nature should be_éstaﬁlished, censisting of national and
international experts who can contribute to this task;

5.  To ask the Central American fgricultural Development Sub-Committee to
include in its work programme the preparation of basic studies on possible
specialization of production by areas, in the light‘of the type of resources
available and the regional criterion of balanced development, and to that
end the Sub~Committee should ask national and international specialized
bodies for the necescsary technical assistance,

6. To recommend to the Central American Bank for Economic Integration that
it should establish close links with the nationél credit agencies and should
give priority to the financing.of programmes contributing to the improvemsnt
and diversification of agriculture on a regional basis, and should ask FAO
and IIAS to increase their technical assistance to Central America, in order
to facilitate the carrying out of integration activities in the agricultural
sector, ‘

Te To ask the Ministers of Agriculture, in co-operation with the
Co-ordinating Committee on Marketing and Price Stabilization in Central

Anerica, to examine the desirability of establishing, with the assistance of

/the United
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the United Nations Vorld Food Program and other international agencies, a
stockpile of staple foods that, administered on a regional basis, could serve
to reinforce the price support programmes and supplement the finencing of
cereal purchasing programmes.
8, To transmit to the Ministers of Agriculture and to the Co-ordinating
Cormittee on Marketing and Price Stabilization for their consideration, the
regional project for the production and marketing of improved secds drawn up
by FAO in accordance with resolution 7 of the Joint Meeting of Ministers of
Agriculture and Economic Affairs, and authcrize the Chairman of the Committee
to present it, if approved, to the United Nations Development Programme, with

a request for its financing and implementation,

UNIFICATION CF TAX SYSTEMS

138 (CCE) Resolution adopted on 27 Jamary 1966 (E/CN,12/CCE/342)

The Central American Economic Co-operation Committee,

Considering:

(a) That the improvement of the Central American common market and
its progress towards higher degrees of economic integration makes it
necessary to unify the national tax systems, in order to promote the most
satisfactory functioning of the common market, on the basis of the principle
of balanced development, ensure the adequate financing of public expenditure,
and encoursge productive investment to take a form that will stimlate the
regional econory; and

(b) That the Governments' needs for tax revenue are bound to rise
considerably in the next few years, in line with the need for funds to carry
out public investment programmes, despite the increasing role allocated to
external sources of financing,

Decides:
L. To recommend to the Fconomlc Council and to the Ministers of Finance
that they should promote withcut delay the programme to unify the

Central American tax systems, in the first place with emphasis on the tax

/aspects that
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. &spects that are most closely related to the functioning of the common market,
and with due regard for the different levels of development of the various
countries, | ' _

2. To recommend, for that purpése, that the‘Eéonomic'Council should promote
the early establishment, within the framework of the Executive Council, of a
Central American Committee on Fiscal Questions (including taxes, budgets and

. public credit), made up of top-level experts, with advisory and co-ordination
services from SIECA, S '

3e To propose that this committee should be responsible for evaluating the

technical studies already available, and for guiding those to be carried out

in the future, as well as for making recommendations to the Joint Meeting of

Ministers of Economic Affairs and Finance on the measufes,hﬁ.regional
co-ordination and unification that should gradually be adopted.

L To recormend to the Executive Council that it should:

| (a) " Carry out at the appropfiate time, with the help of the
above-described Committee, a complete revision of the uniform import tariff,

with a view to proposing to the Economic Council measures to maintain its
function as a major source of government revenue, and a stimulus to sound
industrial expansion, all this without prejudice té the basic development
criteria underlying that tariff; )

(b) Prepare drait regulations for the application of article VI of the
Gorered Treaty, to permit uniform interpretation, and verify in practice that
the application of taxes on consumption is of_ﬁnifbrm incidence, as regards both
domestic production and articles from other Central American countries,

5 To recommend to the Governments that they should:

(a) Take into account, in establishing taxes on consumption, not only
considerations of a fiscal nature, but also criteria relating to the imprevement
of income distribution, the structure of prnductibn and industrial development,
and to the prevention or remedyin; of balanqewafpayment problems.

(b) Endeavour, in increasing taxes on consumption, to do so on the basis
of co-ordinated principles and methodologies, with reference to any studies
carried out in this comnexion by the Committee referred to in paragraph 2 above,
and consider consolidating such taxes in a system in which the rates of incidence
would be more general, by-groups of products, without prejudice to the
possibility of differentiating between the various categories of articles

according to the importance of the needs they meet.

/6. To



E/CN.12/4C.58/3
E/CN.12/CCE/351
Page 71

6. To recormend to SIECA that it should undertake a study on customs
exemptions, including those aimed at industrial promotion, granted in the
countries belonging to the common market by virtue of legel provisions and
specific concessions, in order to analyze their implications for the
functioning of the‘common market, for government revenue, and for the
industrialization process.

Te To recommend to the Central American integration agencies that they
should formulate their anmual work programmes in accordance with the
performance budgeting system, in order to facilitate the evaluation of resulis,
and that in addition they should co-operate in preparing studies aimed at
facilitating the financing of their activities, so that the Governments
should have at their disppsal sufficient relevent information to enable them
to take the necessary decisions in good time,

REGTONAL SECTORAL PROGRAMMES

139 (CCE) Resolution adopted on 29 Jamary 1966 (E/CN.12/CCE/343)

The Central American Economic Co-operation Committee,

Considering:

(a) That one of the most important tasks in the integration programme
is to provide Central America with the necessary services and physical
facilities, and that this is all the more necessary because the initial
opportunities created by the formation of the common market can only be
supplemented and further stimulated through the development of the
infrastructure on a regional basis;

(b) That although the progress achieved in the various sectors under
regional programmes is promising, it must be recognized that in some respects
the execution of these programmes has been slow, because of various obstacles
that have prevented their full development;

(¢) That the most important of these obstacles are the scarcity of
the national and international funds available for financing the execution of
the construction work involved, and the lack of development of the

institutional machinery facilitating action and co-ordination at the regional
level;

/(d) That
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(d) That it is essential to work as rapidly as possible towards the
aims pursued in the regional infrastructure programmes, and to that end the
authorities at the highest. level in each country should familiarize themselves
in good time with the existing problems, and provide the backing needed to
solve them and to carry out the infrastructure programmes promptly and
efficiently,

Decides: .

1. With respect to financing: o L
(a) To ask the Centrzl American Bank for Economic Integration,(BCIE):
(i) To continue providing assistance to programmes and studies on

infrastructure, and to endeavour to increase the funds made
available by international lending agencies and other sources;

(ii) To take the necessary steps, in line with the decisions taken
at Punta del Este, to see that the FEconomic Integration Fund's
resources are increased, and that the work already under way
is given the necessary impetus;

(iii) To prepare in the form of a document a joint statement that
could be made by the representatives of the Central American
countrises at the forthcoming meeting of the Inter—American
Economic and Social Counecil, on the =mubject of the pfompt

“disbursement of the funds representing the second series of
payments by the Integration Fund;

(iv) To consider elegible for loans for the preparation of fipal
studies, and for construction work, the projects under the
Central American Highway Plan included in the feasibility
study,. carried out by the Technical Mission representing
BOIE, SIECA and the Joint Central American Programming Mission,
which was approved at the First Joint Meeting of the Ministers
of Economic Affairs and of Public Works;

(b) To ask the member Governments to make additional contributions of
counterpart funds for the purpose of increasing the rescurces of the
Integration Fund, and to take the necessary steps to ensure that deposits
are made regularly and promptly;

/(e) To
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(c) To ask the Joint Central American Programming Mission:

(1) To carry out, in consultation with BCIE, a study on the
probable effects of the execution of development plans on the
external debt of the Central American countries, in order to
define the conditions in which it would be advisable to draw
on financial resources from this source for naticnal and
regional sectoral prograrmes, in the light of the capacity
to absorb external capital and of the prineiple of balanced
development, _ _

(ii) To make an inventory; and an analysis of the economic
viability, of the infrastructure projects that would facilitate
the exploitation at the regional level of those natural
resources of the potentially rich zones that are not at
present being exploited. :

The purpose of these activities would be to ensure that there was a
sufficient body of studies to form a reserve of projects, available at short
notice, that are elegible for financial aid from the Central. iAmerican Bank,
26 As regards ensuring that the ihfrastructure programmes are truly
regional in scope:

(a) To ask the member Governments to encourage, ih co-operation with
SIECA, the formation of epecialized regional groups consisting of top-level
national experts who would fulfil the double function of advising the
Governments on the execution of the sectoral programmes, and providing liason
with experts furnished by external technical assistance programmes and
giving them any guidance or orientation they need; .

{b) To recommend to the Economic Council that it should make
representations to the Governments of the various countries on the
advantages of establishing a Central American Transport Council to carry out,
on 3 permanent basis, an evaluation of the needs of the common market in
this field, and to co-ordinate the execution of any programmes adoﬁted; this
Tfanﬂﬂort Council should be assisted by a Regional Committee of Highway
Directors, who would co-ordinate the work of developlng the Central American
road network of the common market;

/{e) To
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(¢) To recormend to STECA that it should convene as soon as possible
a meebing of the officials responsible for regulating the transport services
of the Central American countries, as agreed by the Hconomic Council at its
eighth session, so that on the basis of the studies prepared by SIECA it can
determine the technical basis for the drafting of a regional agreement

governing the provision of such services,

CENTRAL AMERICAN TELECCMMUNICATIONS NETWORK
140 (CCE) Resolution adopted on 31 Jamiary 1966 (E/CN.12/CCE/344)

The Centyral) American Economic Co-operation Committes,

Considerings

(a) That it is essential to provide the common market with a modern
and efficient telecommunications network, in order to achleve further advances
in the process of integrating the Central American economies, and to facilitate
and stimulate the development of directly productive activities on a strictly
regional basisj

{b) That the Directors of Telecommunications of the five countries have
been working for a number of years towards this objective, on the basis of
studies and projects prepared with the assistance of the United Nations;

(¢) That the first results of these efforts are now to be seen, in the
form of the agreement concluded with the Central American Air Traffic
 Corporation (Corporacién Centroamericana de Servicios de Navegacidn Aérea -
COCESYNA), permitting the temporary use of some of its installations for
intra-Central American teiephone services, and the establishment of uniform
tariffs lower than those in force hitherto; and

(d) That some protlems still remain, whose solution calls for a request
to the members of the Econcmic Council to use their good offices to approach

the highest authorities in the field,

Dzridess:
1, To recommend that the Ministers of Economic Affairs of the five Central
Anerican countries should take steps to convene a joint meeting of the
Ministers and the highest authorities in the telecommunications field; which
would examine the progress achieved thus far in developing telecommunicatlons
/services in
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services in the common market, analyzed problems still ocubstanding and

draft recommerdations to facilitate the establishment of the regional
telecommnications network on the terms best suited to each of the individual
countries and to the economic integration programme in general.

2. To recommend to the Ministers of Economic Affairs that they should
take whatever steps they consider necessary, at the highest level, in order
to obtain the firm support of their Governments for the establisluent of

the regional telecommmnications network.

BALANCED DEVZLOPMENT OF HONTURAS UNDER THZ ECONCMLC
INTEGRATION PROGRAMME

141 (CCE) Resolution adopted on 29 January 1966 (E/CN,12/CCE/3L5)

The Central American Fconomic Co-operation Committee,

Considerings

(a) That by virtue of the adoption of resolution 2 {AC.17) of
27 August 1952, the Commitiee has established that economic integration would
be based on the broad application of the principle of reciprocity, with due
regard for the location of productive activities;

(b) That the achievement of an inter—country balance of development
is an essential aim of the Central American economic integration programme,
and has been embodied as such in the General Treaty and other legal
instruments signed by the five Governments;

(c) That the case of Honduras has always represented a problem of
balance of development, throughout the evolution of the Central American
integration programme, and that hence this country should be given preferential
treatment in order to permit a better balance between its industrial
development and that of the other countries of the region;

(4) That the Government of Honduras has included, in the economie

development programme for 1956-59, a policy directed towards, ipter clia,

the exspansion of domestic activity which is needed to permit a balanced
regicral growth;

/(e) That
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(e) That this policy needs to be supplemented at the Central American
lavel, and that for this purpose the Government of Honduras has requested
and obtained a promise of co-operation by'the Governments of the other four
countries, and . . '

(f) The content of documsnts CCE/IX/DT.1 ard CCE/IX/DT.2 submitted
by the ECLA secretariat and by the delegation of Honduras, respsctively,

Decides:

1. To recommend to the Economic Council:

(a) That it should proceed to indicate the industries that should be
established under the Agreement on the Régime for Central American Integration
Industries! and those that could be considered as covered by the special
tariff system for the promotion of productive acti%ifieé;

(b) That it should determine, after studies have been made by the
technical integration agencies, the integration industries that, on the
basis of an economically advantageous location, should be assigned to
Honduras under the Régime for Integration Industries, in order to accelerate
its industrial development., |
2e To recommend to the Central American Bank for Eccnomic Integration
(BCIE):

(a) That in its financing operations it should consicder eligible, and
give priority to, projects of interest for Honduras and for the Central
American market; o .

(b} That it should negotiate with the International Bank for
Reconstruction and Development (IBRD), the Inter-American Development
Bank (IDB) and other international credit institutions, for an over-all loan
to Central America providing for special treatment for Honduras.

3. To apply to Honduras a system of preferences in the granting of tax
incentives, through the signing of an additional protocol to the Central
American Agreement on Fiscal Incentives to Industrial Development, according
Henduras a more genercus treatment,

Ly To recommend to ICAITI, EGAPAC, and other Central American agencies,
that they should draw up specific programmes for Honduras in the fields of
research, advigory services and manpower training, in co-operation with the

Government of Honduras,

/5. To
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5 To suggest that the technical assistance provided for the Central
American economic integration programme by the United Nations and other
international organizations should be expanded, and should go mainly to
Honduras, especially in connexién with the preparation of industrial,
agricultural and infrastructure projects, and their execution,

b, To ask the Economic Couneil to adept, at its forthcuming special
session, the necessary messures for putting into prastice as soon as possible
the recommendations made above,

Te To ask the Government of Honduras, with all due respect, in view of

the content of the foregoing paragraphs, to ratify the integration
agreements that it has not yet ratified, and deposit the instruments concerned,
go that the regional co-ordination of Central American policy, in such fields
ag industry, can be put into effect without delay,

STUDY (i BALANCED DEVELOPMENT

142 (CCE) Resolution adopted on 29 January 1966 (E/CN.12/CCZ/346)

The Central Americsn Economic¢ (o-operation Committes,

Considering that during the general debate on the problem of the
balanced development of the countries of the area, the delegation of
Nicaragua indicated the need to undertake studies to clarify the situation
of his country in this respect, and that the other delegations also reférred
to the existence of development inbalances in their countries in particular
fields of economic activity, which should receive attention in accordance
with the principle of a balanced regional development,

Decides to ask the Economic Council, with a view fto studying the
existing situation in the various countries, to establish under SIECA a
technical working group to carry out, as soon as possible, comparative studies
analysing the situation and structure of the economies of the five countries,
beginning with the industrial sector, and giving specific details about the
degree of development of the main sectors of activity, and on the basis of
this information and in the light of the different levels of development in
each country, to formulate recommendations to promote the balanced development
of all the Central American countries, on an integrated and continous basis.

/TECHNICAL ASSISTANCE
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TZCHNICAL ASSISTAICE

143 (CCE) Resolution adopted on 3L Jamuary 1966 (E/CN.12/CCE/347)

The Ceéntral American Bconomic Co—operation Committee,

Considering the reports submitted by the Director of ICAITI, the
Director of ESAPAC, the Regional Representative of the United Nations
Technical Assistance Board, FAQ, and ILO on the activities carried out since

the Committee's eighth session,

Desides: _ _
1. To take note with satisfaction of the reports in question, and express
its thanks for the co-operation of the Technical Assistance Board, the
Special Fund and the spécialized agencieé of the United Nations, in response
to the requests made by the Chairman of the Committee, which are hereby
endorsed; |
2 To authorize the chairman of the Committee to transmit to the
United Nations Development Programme the requests for the two-year period

1967"‘68.

CENTRAL AMERICAN TREATY Cif UNIFORM MIGRATION LeGISLATION

144 (CCE) Resolution adopted on 31 January 1966 (E/CN.l2/CCE/3h8)_'

The Central American Bconomic Co-operation Committee,

Considering

(a)r That one of the basic requirements for regional integration is
the free mofement of persons between the countries that signed the
General Treaty on Central American Economic Integration, and thab in various
existing maltilateral treaties and agreements there are specific provisions
directed to this end;

(b) That & draft treaty on migration in Central America has been
drawn up with the praiseworthy aim of standardizing the legislation in this
field, but that some of its provisions, if adopted, might hamper, rather than
facilitate, the movement of Central American citizens within the territory

of the common market,

/Decides to
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Decides to recommend to the Govermments that before signing the
Central American migration law they should carefully study ite
implications for regional economic integration, and endeavour .to include
in it clauses to facilitate free movement of persons between the five
countries of the area,

CENTRAL AMERICAN INSTITUTE FOR EDUCATIONAL LOANS

145 (CCE) Resolution adopted on 31 January 1966 (E/CN,12/CCE/349)

The Central American Economic (u—oneration Committee,

Considering:

(a) That Central America's economic integration requires the
collaboration of an increasing number of technicians and qualified staff
to carry cut the work of transforming and modernizing the structure of
production;

(b) That the Organization of Central American States (OCAS) has
prepared a project for the establishment of a Central American Institute
for Educational Loans, financed by external sources and by the five
countries of the arsa, in order to promote, by means of a system of loans,
better technical qualifications in the professional cadres of
Central Bmericas

Having taken note of the texts of the draft Articles of Agreement
and draft regulations of the above-described Institute, submitted by
the secretariat (CCE/IX/DT.6),

Decides:
1. To recommend to the Economic Council that it should endorse this
project because of the beneficial results it can achieve in training
technicians and providing qualified staff;
24 To recommend to the member Governments that each should establish
in its country a national committee which, in addition to making a detailed
study of the project, could collaborate in taking steps to realize the
project in the most suitable form,

/PLACE AND
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PLACE AND DATE OF THE NEXT SESSION
146 (CCE) Resolution adopted on 31 January 1966 (E/CN, 12/CCEf350)

The Central American Economi¢ Co-oper gtlon Committee,

Decides to express its tharks to the Government of Henduras for its
invitation to hold the Committee's tenth session in the ciy of Tegucigalpa,
and requests the ECLA secretariat to set the date of the session, in

constlbation with the Governments, in due courss,
- EXPRESSION OF APPRECIATION TO THE ECONOMIC COMMISSION
. FOR LATIN AMERICA = -
147 (CCE) Resolution adopted on 31 January 1966 (B/CN,12/CCE/350-4)
The Central American Fconomic Go-operation Commitlee, '

Considerings
(a) That the secretariat of the Economic Commission for Latin America

has done valuable work that has served as the basis of the evaluation of the

Central American Integration Programme by the CQmmiﬁtge at its ninth session;
(b) That the Committee's discussions have been considerably facilitated

and guided by the suggestlono contained in the documents prepared by the

ECLA secretariat; ' ‘

Decides:
1o To take note with satisfaction of the efficiency with which the
secretariat has carried out its tasks and maintained co-ordination during the
whole of the process of evaluating the Iniegration Programme;
20 To express its appreciation to the ECLA secretariat, in recognition of
its valuable contribution to the achievements of the Committee's minth session;
and ' ,
2. To transmit to the United Nations the text of the present resolution,

/hmnex I
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Arnex 1

REPORT OF THE FIRST JOINT MEETING OF THE EXECUTIVE COUNCIL,
DIRECTORS OF PLANNING AGENCIES AND FRESIDENTS
OF NATTONAL DEVELCPHENT INSTITUTIONS
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I. BACKGROUND DATA

The Gentral American Leonomie Council, at its eighth special
session, deemed it necessary to make a general appraisal of the
economic integration programme, It requested ZCLA, in its capacity
as secretariat of the Central American Economic Co~operation Committee,
to prepare a study of the integrated growth prospects and the critical
probléms and factors that have gradually come to light in the common
market during the past few years, with a view to determining guidelines
for the future work and decisions of the national authorities and
integration agencies in relation to strengthening the common market and
bringing it into full operation, In compliance with the tounecil's
request, the secretariat of EULA prepared the document Evaluacidn de la
integracién econfmica en Centroamérica (E/CN.12/CCE/327/Rev.l).

The process of evaluating the programme has been carried out at
different levels with the purpose of giving it a content which will
correspond as closely as possible to the conditions and problems that
Central American integration is currently facing, In addition to the
preparation of technical studies proper as a first stage, a meeting
was held with the integration institutions from 15 to 17 October 1965,

which was followed by others with the national sormittees organized for

the purpcose in each of the member countries., The intention was not only
to establish dirsct contact and exchange information with the agencies
administering and implementing the integration programme at the regional
and national level, but also to discuss in detail the problems arising
and to arranze them in order of priority, As a second stage, it was
considered advisable to hold a joint meeting of the members of the
Executive Council and officials of planning agencies and national
development institulions,

The essential aim of this meeting - which was convened by SIUCA and
whose results are the subject of the present report - has been to examine
the questions connected with the operation of the common market; the trade,
industrial and agricultural policies; and the regicnal prograrmes by
sectors, in order to submit the relevant decisions for the consideration of

the Central American Economic Uo-operation Committee at its ninth session,

1T LTeom  TATMVM
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II, FIRST JUINT MEETING OF THE EXfcUTIVE COUNCIL, THE DIRECTURS
OF PLANNIG AGE:CXIS AND THE PRESIDERTS OF MATIONAL
DEVELOFMENT INSTITUTIOLS

A,  MEUBGERSHIP, ATTENDANCE ARD OFENING MEETING

The first joint meetirg was held at the office of the Permanent
Secretariat of the General Treaty on Jentral American Economic
Integration (SIECA), Guatemsla City, from 20 to 25 January 1966,

It was attended by delegations from Guatemala, El Salvador,
Honduras, Nicaragua and Costa Rica, Central American and international
institutions alsc sent representatives. The delegations were composed
as followss '

{a) Delegations of Central American countries

Guatemala

Chairman of the delegsation: Hugo A, Orddfiez F,, Under-Secretary

for Economic Affairs;

Fernando Judrez Rodas, Under-Secretary for Finance and Public -
Credit; ' S

Members: Ministry of Zconomic Affairs: J, Luis Paredes loreira,
José de Jesis lonteagudo, Rubén Ayala, Roberto Lépez Porraa, Gilberto I.
Corzo I.,, Francisco M. Palacios J. and Carles Enrigue Gutiérrez; Ministry
of Finance and Public Credit: René Chid Fuentes; Ministry of Agriculture:
Carlos G, Aldana Go, LeOpOldO R, Sandbval, Edgar Leonel'Ibarra,
Jorge A. Carranza Rodes, José V. Veldsquesz and Luis,Manlio'Castillé; Iinistry‘
of Communications and Public Works: Ieriano Rayo Ovalle, Zfrain Morales
Zapata, Marcb A, uUrtiz R, and Urlando Marroquifn; Kational Fconomic |
Planning Council: José Antonio Palacios, José A. Andrade, Gert Rosenthal,
José i, Rivera M., Jorge Hauricio Lau and Tomds Kdfiez Avullar- Productlon
Development Institute: Salvador Toledo Mbrén, Hugo H. Vargas 0., José
Arturo Lépez Gélvez, Anastasio vruz Ramos and Carlos Manuel Judrez-'
Development and Productivity Centre: ILuis Sch¢9551nger Carrera, Bank of

Guatemalas Uscar Pontaza, Uswaldo dffaro F., Carlos A, Stelger Tercero

/and ILuis A, del Valle,
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and Luis A, del Valle; National Electrificstion Institute: Julioc Cbiols,
Francisco Escamilla Santos, Enrique Aguiluz Berlioz and Larry Andrade
lara; Guatemalan Industrialists' Associastion: Enrigue Matheu:Palomo,
Adolfo Montes Villagrén, Jarlos Molina Mencos, Ramire Jastillo Love and
José¢ lMaria Pasarelli, . ' ' |

Ll $a1vador

Chairman of the delegation: Victor ianuel Cuéllar O,, Under—

Secretary for Zeonomic Integration and Foreign Trade,

Members: Ministry of Economis Affairs: Alexander Vdsouez, Leonilo
Armando 4las, Gilberto Lara and Marco A, Moreno; Ministry of Agriculture:
Herndn Tencrio L.; National Planning and Leoromic Co-ordination Councils
Armando Baltazar Rivera; Salvadorian Industrial Development Institute:
Francisco Varela I, and Mauricio Cuellar U,; Ministry of Publiec Works:

Oscar A, Herrera P,; Salvadorian Industrialists' Association: Alfonso

Moisés Beatriz; Association of Salvedorian Businessmen and Industrialistss
Godofredo Calderdn,

Honduras

Chairman of the delegation: Valentin J. Mendoza, Under~Secretary
for ELconomic Affairs, '

Members: Ministry of Economic Affairs: Luis Alberto Chocano and
Addn Lépez Pineda; Congress: Prédxedes Martfnez S,; Ministry of
somminications and Public Works: Pedro Garcfa Ugarte; National
Development Bank: Alberto Galeano, Ricardo Reyes, Guillermo Medina
Santos and Rinardo hlvarez R.; Higher Council of Economic Planning:
Miguel Angel Rivera B,, Alvaro R, Mencfa, Mario Rietti and Cristiana Fletes;
Mational Industrialists! Association: Marco A, laudales P,.; Chanber of
sommerce and Industries of Jortés: Gabriel A, iejla and Andrés Felipe
Lépez, \ |

/Yicarazua
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Nicaragua

| Chairman of  the delgggtioh: Jorge Armijo Mejia, Under-~Secretary

for Economic Affairs,

Members:. Central Bank of Nicaragua: Luis o, gonzélez Ros
National Bank of Niecaragua: Julio H, Paldizdén, Carlos Gabuardi L.,
Alfredo Papi~Gil and Donald Bricefio H,; lational Development institute:
Radl Castellén D,; Planning Uffice: Edgard J. Sevilla R.; Ministry

of Defence and Jommunications: Benjamin J, Guerra L,

Costa, Rica

——

Chairman of the delepaticn: Jorge Sédnchez M., Director-General

of Zconomic Integration and Foreign Trade,

Members: National Production Council:  Juan M, Revilla M,
Planning Offices Fernando Mora Gy Ministry of Industry and Trade:
Carlos E, BEcheverria; Central Bank of Costa Rica: Oscar Jiménez Che;
Chamber of Commerce: Julio Ugarte T,; Bank of Costa Rica: René

Sénchez B.; vosta Rican Electricity Institute: Edgar Jiménez A,

(b) Central American and international organizations

Advanced School of Public Administration for Central America
and Panama (&SAPAC): Mr, Manuel Cuevara and Mr, Sergio Sénchez; Central
American Research Institute for Industry (ICAITI): Mr. Manuel Noriega
liorales and Mr, Tabriel Dengo; Food and Agriculture Organization of
the United Nations (FAU): Me, Madan M, Babbar and ¥r, Adalbertc Carrillo,

Joint Central American Programming Mission: Mr, Alberto Fuentes
Vohr, Mr, Mauricio Castillo, Mr, Ramén Lépez kivera, Mr. Gabriel Siri,
Mr, Lduardo lontes Umafia, Mr, Saldmén Urdéfiez, lir, Mario Ubrdova,

Miss Iucila Alvear and Mr. Rafael Poncianc,

The secretariat of the Economic Commission for Latin America )
(53LA) was represented by Mr, larlos Manuel Castillo, Mr, Francisco Giner:
de los Rios, lr. Porfirio Morera Batres, Mr. David Itarre,

Mr. Francisco Malavassi, Mr. Alvaro ds la Ossa, Mr. K. Vyasulu,
Mr, Ernesto Torrealba, Mr. Alfredo Harvey, Mr. Enrique Diez~Canedo,

Mr, José€ T, Zepeda Monge znd Miss Alma C. Barbosa,

-
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The Permanent Secretariat of the General Treaty on Jentral

American Heonomic Integration (SIECA) was represented by:

Mr,
Mr,
Mr.

ir.

for
Mr,

Pedro Abelardo Delgado, Mr. Redl Sierra Franco, Mr, José Guillén,
Mauricio Baca Muﬁqz, ¥r., Rodolfo Trejos, Mr, Gnillerﬁo Noriega Horales,
J. Mario Ponce, Mr, Gabriel Pons, Mr, Jaime Pasquier, Mr. Gavtama Fonseca,
José Sancho, and Mr, Carlos R. Hernindez,

At the opening meeting, Mr. Carlos Enrique Peralta Iiéndesz, Minister
Leonomie Affairs of Guatemala, welcomed the representatives,

Valentfn J. Mendoza, Chairman of the delegation of Honduras, replied

on behalf of the delegations,

At the first working meeting lr. Hugo Ordéiiez, Chairman of the

delegation of Cuatemala, was elected Chairman of the session, and

rs

Jorge Armijo, Chairman of the delegation of kiraragua, was elected

Rapporteur,

For

The business of the session was conducted in plenary meetings.

two items of the agenda -~ regicnal programmes by sectors and

agricultural policy - working groups were set up, the first under the
chairmanship of Mr. Julio Obiocls (Guatemala) and the second under that
of Mr. Juan M, Revilla (Josta Rica),

B.  AGENDA

The meeting considered and adopted the following provisional

agenda prepared by SIECA;

1.

Beonomic Policy of the Central American common market in the
next stage of integration,

(a) Operation of the common market
(v) Trade policy
(¢} Industrial poliecy
(d) Agricultural poli-~y
Documents
Evaluation of economic integration in Central Americas

la polftica econdmica de 1a integracidn en campos esnecificos
(E/ 8,12/ CL/327/Rev.], part 1I),

/2. Regional progranmes
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2. Regional programmes by sectors:

(a) Central American rosd plan;

{b) Regional road transport services;

(¢) Central American telecommunications system; and

{(d) Wwater resources, interconnexion and‘combined development‘of
electric power systems,

Documents:

bvaluation of eccnomic integration in Central Americas:
Los programas regionales por ssctores (E/CN.12/CCE/3227/Rev.l,
Part III),

3. Other business.

“ - /C. AUCUUKT OF



F/CM. 12/ 40.58/3
E/CN.12/CCE/351
Page 91

Coe  ACSOULT OF PRUSEEDINGS

1. Uperation of the common markeb

The meeting was concerned mainly with evaluating the problems
currently affecting the practical efficiency of the trade liberalization
and tariff equalization instruments, and with examining various measures
which could improva their application or bring them into full operation,
A study was also made of the co~ordination and standardization of other
regional instruments within the general frame of reference provided by
the basic commen market agreements, The meeting considered that
experience over the last five years has shown the existence of certain
factors which, if apprepriate measures were adopted, would permit full
use to be made of taue advantages afforded to intra-regional trade by the
integration area,

(a) Free trade

There was consensus that the free~trade system had operated
satisfactorily and that the problems that had arisen were minimal
compared with the efficient way in which the countries had been applying
the provisions of the Generzl Treaty, under which the trade flows
between the five countries had increased at an extraordinary pace, to
hearly 13U million Central American pesos in 1965,

The meeting studied some of the barriers which at times obstructed
the smooth flow of free trade and delayed or prevented the application of
SPebific provisions related thereto, The solution of such cases required
action at the regional level in order to remedy the present lack of
co~ordination resulting from the adoption of different measures in each
country, OSpecial reference was made‘to the policy of fiscal incentives
to industrial development and to the policy of price stabilization and
supplies in respect of staple foods., Attention was drawn to the need
to speed up the application of an agreement which would establish
regulafions governing such incentives at the regional level, and of the
cereals protocol which had been sizned recently by the Ministers of
Agriculture and of Economic Affairs,

' b etyider
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_ 4 study was made of the problems that had arisen concerning the
origin of the goods involved in trade flows between common market
countries, which at times had given rise to controversy and had caused
them to be held up by ¢ustoms authorities at the border. Since such
situations might occur more frequently in the future, and be accompanied
by an increase in the volume of inter~Central American trade, it was
considered advisable to focus attention on measures to forestall any
further problems of that nature, :

In the first place, it was stressed that, if the general free-trade
system was to be maintained and consolidated, under no circwnstances should
trade flows be interrupted, and wherever doubt arose concerning the origin
of goods recourse should be had to the machinery relating to. guarantees.
To that end, it was recommended that pro~edures and methods should be
established for improving that machinery and making its application more
flexible and less laborious, as well as for safeguarding the interests
of each individual ecountry,

It was also agreed that steps should be taken to impfbve the
measures applied in practice for determining the crigin of goods in case
of doubt, and for settling any controversy that might arise in that
respect, It was duly emphaéized that such measures'ought to'promote
- and never reduce — the flexibility of free trade flows, Note was taken
of the fact that the common market should shértly be in full operation
(June 1966) and that one of the major economic integration aims in the
ensuing stage wés the establishement of a complete customs union among
the five countries, in which all goods - including imported items ~ would
cireulate freely, The meeting recommended the Executive Council, with
the aid of SIECA, to complete the work it had been doing in this connexion
and to adopt the general criteria and procedurés required, on a clear and
specific basié; ‘ . '

Some delegations pointed out that customs administfations would
require more trained personnel and better technical advisory services:
in order to deal promptly and efficiently with theiinbrease‘in border
traffic, It wés further noted that closer conopération should be |

established between customs officials and national integration agencies

fin order -
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in order to ensure the proper application of the legal instruments in
force which were Central American in scope, It would therefore be
desirable for ESAPAC to expand its services to Governments in that field,

Lastly, the participants expressed recognition of the progress made
by SIECA in draftiﬁg uniform provisions for the protection of industrial
property (patents ang trade marke), and of certain aspects of the work
done by the Jentral imerican Phytosanitary Organization (UIRSA) ~ in
consultation with SIECA -~ in relation to regional legislation on animal
and plant hygiene, The meeting recommended thet steps should be taken to
accelerate completion of the studies umder way in order to sign the
relevant agreements as soon as possible. With regard to animal and plant
hygiene in particular, it was considered that the efforts involved should
conduce not ouly to the establishment of uniform laws, but alsc to their
application through machinery operating on an entirely regional basis, As
to sanitary regulations for industrial products, it was further recommended
that « in order to avoid duplication that would hamper the development
of inter-Uentral American trade ~ ISAITI should be designated as the regional
agency with exclusive responsibility for formulating indusirial standards,
which should ineclude the sanitary regulations issued by the public health
authoritles with the advisory assistance of specialized regicnal and
international institutions,

In this connexion, part 4 of the draft resolution on the operation

of the conumon market was approved,

(b} Tariff policy

The meeting reviewed the questions related to uniform tarilf
legislation and the preocedures that might be adopted to make the process
of modifying the unifcrm import duties and charges more flexible, The
discussion was based on the relevant part of the document presented by the
BCLA secretariat (I/0i7.12/3CE/327/Rev.l, chapter I1I-3),

It was reaffirmed that the adoption of the uniform tariff legislation
that is in course of preparation would greatly facilitate the appliéation

of the equalized import tariff, and that of other regional development

/policy instruments,
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policy instruments, SIECA reperted on the stage reached in the basie
studies, and stress was placed on the neéd to speed up their completion
and to sign the agreement envisaged in article XIX of the San José
Protocol without delay, | o

It was agreed that NAUTA should be revised and that its“Coding .
Menual should be prepared in greater detail with a view to bringing the
nemenclature into line with the increasing number of new dinvestment
programming needs and with the changes taking place in the structure of
trade; as well as modernizing those instruments in keeping with the
advances made in tariff techniques during the past decade. It was
reconmended that the Coding Hanual should be incorporated in the uniform
tariff legislation, and it was deemed expedient that, as part of the
revision of NAUGA, the possibility te explofed of establishing standard
uniform import duties and chérges which would simplify the structure and
applicétion of the tariff. fThis would be for techniral and administrative
purposes only and would in no circumstances alter the economic policy
espects of the regional tariff,

In examining tariff ecualization, the highest priority was given to
the establishment of offizizl base vaiues, and note was taken of the
decision adopted by the governing organs of the General Treaty to set up
a working group which would devote its attention in the near future o
the completion of this work,

The meeting then went on to give careful consideration to the
questions related to the process of renegotiating uniform import duties and
charges under the common import tariff, This was brought into focus as
one of the problems that have caused the Governments most concarn and the
importance was underlined of introducing a greater degree of flexilhility
in the process in order to adspt the tariff to the changing needs of
production development.,

It was evident that the slow pace at which import duties were being
renegotlated was not entirely due %o the time it toolk for parlismentary
ratification, Many of the dqlays.had occurréd, too, in the actual
presentation of.the protocols to the Legislatﬁfe, and in the formality of
depositing the relevant instruments of ratifidétion. ) .

/The meeting
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The meetihg considered two types of proposals in ~onnexion with
{(a) the pfeparation of a protosol to the Agreement on the Equalization
of Import Duties and Charges which would empower the Executive to
determine, within certain limits, the level of uniform import duties on
the basis of Eccnomic Council decisions, without the need for prior
ratification by the Legislatures; and (b) the establishment of norms and
procedures for streamlining the formelities at the different stages of
the normal process of renegotiation of the uniferm tariff,

There appeared to be no insurnountable legal obstacles to the
adoption of the protocol, and it was pointed out that in certain countries
of the area the Bxecutive already‘enjoyed similar powers. There was a
good deal of discussion regarding the length of time such an instrument should
be considered to be in force,. and it wes deemed advisable to establish a
specific term which could be renewed if necessarv. That would have the two-
fold advantege of allowing snough time to effect the essentisl changes in a
tariff adopted several years before and of guaranteeing a reasonable
degree of stability in the common base values, while it would serve as
an initial trial period for the possible renewal of the new economic
integration instrument in question,

With respect to the proposals aimed at expediting the renegotiation
of uniform import duties, an examination of the existing procedures was
followed by some disnussion regarding the advisability of establishing
time-limits for completing the various formalities, from submission of
the request to the integration organs to the time of deposit of the
relevant instrument, The periods considered were, specifically,

(a) vetween formal subriission of the reguest and its consideration by

the Executive Council: (b) the time taken by the Counecil to consider and
adopt a decision concerning the request; (c) between conclusion of the
renegotiation and the signing of the relevant protocol to the Agreement

on the Equalization of Import Duties and Charges; (d) between the signing
of the protocol and its presentation to the Legislature; and {e) between
ratification by the Legislature and the deposit of the relevant instrument
by each individual Government.

/The Legislatures
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The Legislatures were agreed, in principle, on the need to establish
the sbove-mentioned time-limits, and there was corisensus in determining and
recomnending their application under points (a}, (b) and {(e¢). As regards
(a), it was considered that the norms and procedures followed by the
Executive Council satisfactorily fulfilled the aims adopted. The meeting
failed to reach agreement on the two remaining points, Some delegations
expressed misgivings about the possibility of attaining sufficient
flexibility in the renegotiations process” if the normal procedures were
followed in those two stages. Others pointed out that the recommendation
to establish time-limits might Yave unfavoursble results, in that it would
limit the Executive's power to thoose the right moment to initiate the
formality. '

. As to the ratification of the instruments by the Legislatures, the
meeting decided to recommernd to the Governments that they should request
their Congresses to give high priority to the consideration of the protocols
on tariff renesotiation, and to that end should adopt any necessary reforms
in their rules of procedure. o

It was also considered advisable to set up a2 permanent technical
group, consisting of the alternate members of the Executive Counnil, to
undertake the study and negotiation of the questions relating to tariff
policy. 1t would absorb the Ffunetions of the group organized at the
Executive Ccuncil's reguest to consider the items awaiting equalization,
and woujd subrit its conclusions for the decisicn of the Executive Couneil
at the meeting immediately preceding thet of the Leonomic Jouneil at which
the appropriate measures would have to be adopted or where applicable, the
ggreenients and protocols in question signed,

Lastly, the meeting considered thet tie Executive Uouncil should
have recourse to procedures which, in addition to permitting the participation
of the various private interests soncerned in the discussions on tariff -
policy, would make it possible to draw a ‘sharp distinction between the
advisory and informational status of the parties concerned and the -
deliberative and decision-makirg funections of -the Executive Counecil, It
was unanimously recormended that, instead of the procedures used in the

past, the Executive Council should adopt a system of pfior hearings which

/would make
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would make it possible to sound the interested parties, hear their
viewpeints and obtain information from them without prejudice to the
procedures in use in each individual country with the same end in view.
It was also considered advisable that the said interested parties should
hold themselves in readiness for any additional consultations the Counzil
night need to make. Furthermore, some of the participants pointed out the
advantage of including in the government delegations represcntatives of
gsscciations, chambers or unicns belonging to the economic sector,

Part B of the draft resolution on "Operation of the common market®
was approved.

20 Unification of tax svstems

The meeting based its discussion of this item of the agenda on the
relévant chapter in document E/CN,12/CCE/327/Rev.l, and considered the
main tax problems deriving from the functioning of the common market, In
the first place, it analysed tne irplications of the lack of uniformity
presented by the tax systems in various economic integration fields and
drew attention to the distortions liable to occur in the prises of trade
items and in the pattern of location of production activities if the five
different systems were maintained.

The participants deemed it important to recognize that, although
the problems in that field were seemingly not as pressing as in other
spheres of integration, immediate steps should be taken to predict and
forestall them, |

The following regional unification policy aims were established:
'(a) to neutralize the influence of the nationsl systems on the location
of production activities in the area and on the cost of goods; (b) to
ensure the necessary finaneing of public expenditure, with due regard for
the Governments! .growing tax revenue needs and for the supplementary role
played by external credit; and (¢) to encourage productive investment to
take a form that would stimulate the regional economy. Some delegations
underlined the importance of starting with the unification of taxes on

income and capital,

/Particular attention
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Particular attention was focused on the problems arising in Central
Awerica from the decline in government revenue, which was attributable to
the liberalizaticn of intra-area trade., It was pointed out, on the one
hand, that the national economic development programmes had recuired-
increasing sums to implement specific investment projects and, in general,
to finance government expenditure; and on the other hand, that a number of
internal taxes had been introduced - especially on zonsumption ~ to meet
at least a proportion of those renquirements, In that respect, it was
considered necessary to adopht criteria ensuring that the application‘of
taxes on consumption was of uniform incidence, in order to avoild harmful
distortions in the funetioning of free, trade. Stress was likewise laid
on the need to include in the criterié of a fiscal nature, considerations
that would bring them into line with the alms pursued by economic policy
in other fields, such as income distribution and industrial poliecy. In
thaet way, they would not adversely affect-the demand for essential products
nor reduce the indispensable stimulus to the growth and diversification of
manufactures, A o : |

With regard to the adoption of immediate action, the meeting
recommended that .the uniform import tariff should pé periodically reviewed
and overhauled in order to adapt it télthe changing conditions cfAeconomic
development in the Central American countries, Scme delegations maintained
that. the work of revision should be performed without impairiné the gsgential
function of the import tariff es an instrument of economic development;

Another problem congidered was the increase in the number of exemptions
in respect of items imported from the rest:of the world. According to
provisiconal data for 1962, 20 to 30 per cent of such imporﬁs were exempi
from the payment of official base values and only onc-third corresponded
to items protected by the legislation on fiscal incentives. It was agreed
to recommend the application of measures and procedures aimed at limiting
the granting of those exemptions for the purpoée of reducing fiscal losses
and thereby precluding the creation of ciréumstgnceé_thaﬁ migﬁt vitiate
the aims of the basic instruments of integration and, in general, of the
regional development policy,

/The meeting
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The meeting also recommended that a study should be undertaken with
a view %o bringing up to date and completing the existing data omn the
subject, comparing the legal provisions in force in each country and
determinins the implications of the exemptions concerned for the functioning
of the common market, On the basis of that study, regional mechanisms
should be set up for the purpose of establishing criteria that would
subsequently pave the way for a tentral American agreement on the uniform
application of customs exemptions,

With respect to internal taxes on consumption, the meeting recommended
that a set of rules should be prepared for the application of article VI of
the General Treaty, to ensure its uniform interpretation, and verify that
the application of consumption taxes was of uniform incidence, as regards
both domestic production and articles from other Central American countries,
Several delegations thought that prior consultations should take place at
a regional level whenever a Government decided to levy a new tax on consumption,
It was recognized, however, that such a procedure would, in some cases,
conflict with the provisions of the General Treaty.

A great deal of importance was attached to the need to consolidate
taxes on consumption in a system in which their ineidence would be more
general, as one of the principal instruments for preventing a large increase
in the number of texes and for abolishing the discriminatory or regressive
effects of the systens in force,

In relation to public expenditure on integration, the meeting examined
two main proposals: (a) to adopt the performance budgeting system, and
(b) to explore the possibility of establishing permanent sources of revenue
in order to finance the Central American institutions on the basis of a
regional tax collection system, With respect to the first proposal, it
was agreed that the integration agencies should be asked to formulate their
work programmes in accordance with the performance budgeting system, As to
the second, scme delegations drew attention to its possible incompatibility
with the individual countries! constitutional and budgetary procedures, and
suggested that other means should be scught to solve the problem,

Tastly, the meeting unanimously recognized that if the issues raised
were to be effectively solved and the various instruments of the integration

/programme satisfactorily
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programme satisfactorily cceordinated with fiscal policy, it was imperative
to set up a technical commdttee without delay to study'all the tax and
budgetary issues affecting the common market, Thé cormittee should function
within the framework 6f the integration agencies; it should be composed of
top-level govermment experts, and its work should serve as a guide for the
Advisory Committee on Tax Quesfions set up by the First Meeting of Ministers
of EconOmicrﬁffairs and Finanne.‘ In addition, the Committee could examine
~ on the basis of prior studies prepared by SILUA ~ the effect of the '
liberalization and tariff equalization policy on government revenue.

The draft resolution on "Unification of tax systems" was approved,

3. Trade volicy

There was considerable discuscion of this item of the agenda which
permitted a preliminary systematic analysis of some of its salient points,
There was general consensus that economic integration was not a movement
that would be likely to exclude the Central American countries from the
world economy. On the contrary, it sought to reorganize their relationships
with the rest of the world on efficient and constructive linee, Moreover,
the formulation of a trade policy was one of the major cbjectives of the
common market, in view of its relatively small size and of the decisive
role that foreign trade must continue to play in the area's future
development.,

It was further noted that the headway made in integration afforded
Central America the opportunity, for the first time, of formulating and
implementing its own policy in that respect, The meeting considered that
such-a poliey should pursue the following prinecipal aims: (a) stability
of price levels and the largest possible volume of traditional exports;

(b) adjustment of import totals to the income from exports and from inflows

of long-term capital, with due regard for the effects -~ posifive or

otherwise - of short-term external financing; (¢) a chenge in the

composition of imports in line with the growth needs of domestic activity

and with import substitution sims, which the Central American countries

would have to continue to encourage within the context of the common market;
/and (d4)
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and (d) the development of other export lines and the opening-up of new
markets abroad in order to permit the erport sector to expand more
vigorously and promote diversification of production. With regard to the
latter point, stress was laid on the importance of preparing an inventory
of Central America's natural resources without delay. In connexion with
the expansion of exports, the representative of Honduras indicated the
desirabllity of taking into account the potential of each ccuntry and,

in particular, of promoting the development of a national export sector
in Honduras,

The meeting then considered the need to put into practiice a joint
‘trade policy of a purely regional nature, It was recognized that, although
the integretion treaties in force contained provisions aimed at maintaining
the unity of the common market, such provisions had not been put into
effect, and indeed their terms had not been such as to induce countries to
take action on a regional basis in connexion with foreign trade poliey.
Multilateral action would permit advantage to be taken of the opportunities
afforded by the regional unity of the market, with the resulting improvement
in the bargaining powers of the member countries with respect to other
countries or groups of countries, The impori tariff would therefore be an
important instrument for promoting foreign trade., Steps could also be
taken to improve the efficacy cf other eccnomic poliey measures, such as
those aimed at promoting manufactures and balanced development among
countries,

It was recognized that the formulation and implementation of a
common trade policy would require a great many studies and measures of a
legal and institutional nature, The participants considered that steps
should be taken forthwith to accelerate those studies and recommended that
in any individual trade treaties concluded with third countries -- and
until such time as the instruments were brought inte full operation - the
Central American exemption clause should be amplified to include a right
of amendment, if the purposes of the regional policy so required.

The adoption of that measure would represent an important step prior
to the unification of regional action in the field of foreign trade policy,

J/and would
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: J
and'woul&'provide Central Americe with the necessary machinery to prevent
unilateral trade astion from jeopardizing the efforts to attain such
unification, .

Within the broad outlines described, the meeting then proceeded to
examine questions related to the cowordination of policy in respect to
primary export commodities, Reference was made to past difficulties in
achieving such co-ordination, while at the same time the importance was
stressed of promoting effective action in that sense. The defence of the
prices of those commodities - coffee, cotton, sugar and meat - and the
expansion of their sales abroad were not only factors determining production
levels in each country, but also decisively influenced the functioning of
economic integration and the. possibilities of further progress in that
“direction, |
' Accordingly, it was reccmmended that the activities conserned should
be initiated immediately - at least in thes fields presenting fewer
obstacles ~ and that SIEJA should be asked to prepare a preliminary
comparative study analysing (a) the policy of each individual country;

(b) the legislation and administrative provisions in force; (c) the national
organizations with jurisdiction in the matter; and (d) the possibilities

and problems likely to emerge in the promotion of any effort to cowordinate
the national policies on a regional basis,

Other recommendations related to the developmerit of new lines of
exports to the rest of the world., It was noted that, concurrently with the
trade policy and market studies, it was imperative to devote special
atlention in those cases to the preraration and execution of specific
production projects and programmes, with dve regard for Jentral Americals
severe present limitations on supply, which prevented it from taking
advantage of real export cpportunities,

The delegates confirmed the view expressed by their Governments on
previcus occasions to the effect that Central America should take an
active part in the movement towards the economic integration of Latin
America, It was nevertheless mzde clear that the studies carried out did
not yet permit of linking up the Central American cormon market with ALALC,
On the other hand, it was recommended that the possibility be explored of
establishing trade relations with other individual Latin American countries,

/It was
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It was further considered desirable that the international agencies
carrying out studies on complementarity in specific basic industries
{steel making, pulp and paper, aluminium and chemical products) should
include Central America as a unit in their research, Thus, the Governments
could, in due course, consider the possibility of partieipating in the
agreenents reached, with a view to encouraging the establishment in their
territories of specific production activities which require broasder
markets, within a Latin American specialization scheme,

In considering the questions relating to the organigational
arrangements that would have to be established in order to formulate and
implement a common trade poliey in Central America, attention was drawn
to the need to differentiate between long-term and short-term measures,
The former would include the adoption of uniform legal provisions based
on the regulations laid down for the application of the relevant clauses
of the lultilateral Treaty and the General Treaty, as well as the
establishment of a regional negotiating unit with the necessary powers and
Juridical status to direct trade policy at a Central American level,

Furthermore, it was unanimously agreed that trade policy should
continue to develop within the framework of the organs of the General
Treaty ~ the Economic Council and the Executive Jouncil -, in order to
maintain unity of action and to guarantee a consistent relationship
between trade policy, tariff policy and the other regional instruments
for promoting immedistely productive activities, The Economic Coun-il,
with the co-operation of the Central American Monetary Council and BCIE
« within the jurisdiction of each ~, would lay down the guidelines for
the trade policy to be followed, while the Executive Zouncil would conduct
the negotiations either directly or through a special committee,

Lastly, it was suggested that, pending the formulation and adoption
of better regional procedures, such negotiations might lead to the
conclusion of agreements that could be drawn up in the form of five
identical documents ~ one for each country ~, for submission to the
respective Legislatures, It was thought fit to adopt measures similar
to those recommended for making the uniform tariff more flexible, in
order to speed up the formalities concerned,

/In this
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In this respect, the draft resolution on "Central American trade

policy" was approved.

Le Agricultural policy

A workiﬁg_group composed of representatives o£.311 the delegations
and of experts ffom.SIECA, the Joint dentral‘ﬁmericén Programming Mission,
FA0 and ECIA was requested to review the chapter on agricultural policy
contained in the étudy on the evaluation of Central &merican economic
integration (5/CN.12/CCE/327/Rev.1), ‘ '

The group began by exam:n ng the propress rade ov the various
agencies in that field, It wag point ed out that first the fentral American
Agricultural DeVelopment Sub—gommlttee and later the Joint Meeting of
Ministers of Agriculture and Eccnomie Affairs had recommended that several
studies should be undertaken and a number of measures adopted- relatlng,
inter alia, to free trade in agricultural commodities; the development of
the production'of staple foods and export items;Aresearch; and planning
and land settlement, Concern was expressed at the fact that the practical
results hitherto obtained were out of proportion to the extensive nature
of the research and to the number and coverage of thé recommendations
adopted at the mestings in question,

It was deemed necessary to adopt vigorous action at the national
level to ensure better co-ordination between the government agencies
linked to the agricultural sector, It was recognized, however,-that such
action would not suffice on its own and that, for the present, the technical
assistance provided by the internaticnal organizations would have to be
intensified,

Particular attention was given to the institutional machlnery that
had gradually been set up to stimulate agriculturel development in Central
America, and there was consensus that it should be reinforced and a more -
dynamic impetus should be given to the part it pla&ed'inAregional activities.
A useful step would be for the Ministers of Agriculture of the five countries
to hold more frequent meetings with one another andJﬁith the Ministers of
Economic Affairs, since that would help not only te estabiish guidelines

a /and a 7
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and a smoother co-ovdination in respect of the measures that would need
to be adopted, but also to ancelerate their practical application.

It was likewise considered that the Central American Agricultural
Development Sub-Committee should méet more often, and at its next meeling
should'make a"thqrdugh examinatién of its programme of work and the |
resolutions adopted jointly by the Ministers of Agriculture and Bconomic
Affairs at their first meeting (Limén, Costa Rica, Octcber'1965), in order
to asses the progress made and carry on with the studies and action
entrusted to them, o y ‘ :

It was agreed that SIBCA should increase the technical and advisory
assistance it was providing in that field, with a view to meeting the
growing need to co-ordinate the national policies and to facilitate the
adoption of the measures approved at the Central American;meetings, It .
was recognized that the resulting increase in 5IdCA's work would make'it
necessary to reinforce the unit responsible for agricultural development
activities, ‘

The working group then turned its attention to a technical examination
of the subjects dwelt on in the evaluation document, in particular to the
specialization of produection at the regional level, It agreed with the
theory that the free moveuent of agricultural conmodities in the common
market would gradually shape a new dimension in the development of
agriculture, which would be‘reflectéd in a terdency towards specialization
by areas, independently of national boundaries, Having.regard to the risk
involved if the process should take place spontaneously and thus be the
cause of economic and soclal disequilibria, it was deemed necessary to guide
it by expanding present production eand introducing of strengthening new
export lines, It seemed advisable for regional actlon to be aimed at
(2) promoting the growth of areas at a less advahced stage of development,
8.8., bhe Atlantic coast; (b) modernizing and diversifying agricultural
production in the Pacific coastal belt, which is the centrs of cultivation
for home consumption; and (e) developing in particular, the Golfo de
Fonseca area, A ' | ‘ |

There was consensus regarding the need to lose no time in initiating
the basic studies conducive to economic and social development planning in

/the three |
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the three areas concerned, and it was recommended that the Central fmerican

Agricultural Development Sub~Committee should be asked to include them in
its work programme, with due regerd for the specizl nature of their
resources and the regional criterion of balanced development, In addition
to requesting the necessary techrnical assistance from national and inter-
national specialized institutions, the group considered thst financing
should be obtained from BCIE, since the studies were aimed at improving
agriculture on a regionsl basis,

With respect to the promotion of agriculture within the context of
the common market, the working group felt that the projects aimed at the
diversification of production and a larger supply of primary commodities
should be organized on a regional basis - because of the advantzges that
would offer ~, with due regard for the national plans. That would not
only avoid a waste of resources, but would improve the couniriest bargaining
position in the case of export commodities,

The participents reiterated the advisability of embarking on the
execution of three specific programmes in that connexion: (a) diversification
of production for home consunption and export; (b) prometion of the
production of basic cerezls; and (e) development of stock-breeding and the
production of pasture and forage,

It was considered that efforts should be made to invigorate the
sectoral planning units established on the recommendation of the meeting
of Ministers of Agriculture and Economic Affairs, so as to equip them to
formulate the national programmes end investment projects for the
agricultural sector on the basis of the studies undertaken by the planning
offices and the Joint Central Americen Programming Mission, Attention was
focused, too, on the technical experimental work and extsnsion services
assigned to the recently establishsd Standing Committee on Agricultural
Research, in accordance with the resolution adopted by the Ministers of
Agrieulture and Economic Affairs,

In discussing the problems relating to the production of basic
cereals, the working group took note of the studies carried out by FAO in
preparing a regionzl preoject for the production and marketing cf improved
seeds, and decided to transmit the project to the Ministers of Agriculture

/and the
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and the Co-ordinating Committee on Marketing and Price Stabilization for
their considerstion and, if epproved, for submission to the United Nations
Special FundAwith a reouest for its financing and imﬁlementation.;/

With regafd to the modernization of marketing systems, the group
supported the recommendation to increase the budgels of price stablllzatlon
agencies and to accelerate the construction of the Central American grain
storage network. Note was also taken of the signing of the special
Cereals Protocol which would help to improve: the co-ordination of the
price stabilization activities in Central America.

lastly, the group recommended that the Ministers of Agriculture
should te asked to examine - in co-operation with the Co-ordinating
Gommittee on Marketing and Price Stabilization - the possibility of
establishing a stockpile of staple foods in Central America, with the aid
of the United Nations ¥World Food Programme and other international
agencies, which would help to regulate prices and supplement the financlal
resources required for grain purchasing programmes.

The draft resolution on "Agricultural policy" was approved,

5. Industrial policy

The discussions, based on the chapter on indﬁstrial policy in -
document E/CN.lE/CCE/327/Rev.l, reflected the growiné preoccupation of the
Central American Governments wiﬁh the need to guide and transform thg
pattern of industrial development that was unfolding in the region,

Attention was drawn to fhe fact:thaﬁ the problemé encountered were
not the result of inﬁensive_industrialization. On the contrary, the
movement was at an incipient stage and would have to be considerably
stepped up; otherwise no significant changes could be expected to take
place in Central America's economic structure that would tend, on the one
hand, to extend the scope and application of the import substitution
policy and, on the other, to facilitate the establishment of centres of

dynamic growth which were needed to restore a satisfactory development
process in those countries, ' |

1/ The project is deseribed in an annex to the report of the FAQO Mission
to the Central American Eeonomlc Co-operation Committee

(8/CN,12/CCE/331).
/It was
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It was agreed that the inadequate application of certain Central
American instruments had partly obstructed the attainment of some of
the integration aims pursued, Another factor had been the want of
reglonal industrial planning machinery and well-defined procedures
for co-ordinating the national programnes, Accordingly, it was
thought fit to recomaend io the Zconomic Council that it should
adopt a declsion regarding the mechanisms suggested for thie purpose
by the Second Meeting of Directors of Planning igenciess

It was further pointed out that the shortage of technical persconnel
might adversely affect the operation of certain basic industries now in
process of installation, as well as the establishment of new branches of

activity. There was consensus regarding the urgent necessity to increase

the professional cadres required by industrial development in the area,

It was considered that the training of entreprencurial resources was an

important factor if a steady increase was to be cobtained in productivity.
In that respect, it was decided to recommend the Governments to give firm

support to the productivity centres and institutes operating in Central

fmericas

The next point censidered was the channelling of resources into
industry, The financial resources at present available for the
manmufacturing sector in Central America were mainly allocated to the
traditional industries, énd it was deemed necessary that BCIE - in
co~ordination with the national institutes concerned -~ should follow
the policy of contributing to the financing of basic industries,
through the granting of credit and direct participation in the
registere& capital of enterprises. Some delegations suggested thai,'
for the purpose, the meetings of developaent institutes, national
financing associations and BCIE should be continued,

It was also considered necessary to create a Central American
system of financing which would link up the commercial banks and
insurance companies with the integration process, in order to launch
high capital-intensive projects, Such a system would permit the
participation of Central Americam entrepreneurs in mixed enterprises

with foreign entreprensurs.

/It was
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- It was uwnanimously agreed to teke steps to modernize trade legislaticn,
particularly whore that would facilitate the formation of stock companies
of a regional nature, It was-reported that uniform draft legislation
already existed on credit securities and bouds, and that some progress had

been made in the preparatory studies for the organizetion of a stock
exchange in the arez, | |

(a) Guidelines for the preduction of menufactures

After the general discussion on industrialization in Central America,
the meeting made a detailed study of the need to improve the application
of the legal and institutional instrumenis of the cormon market, in order
to guide the develomment of the type of manufacturing structure it was
wished to establish, It was stressed that the foregqing conside;aticn
related primarily to the basic industries, and it was necessary to
establish them on the best possible technical and economié footing if
reasonabls price conditions were to be obtained, to base them on the
use of the area's natural resources, to encourage the setting up of
other productive activities supplying their inputs and utilizing their
products, and to avoid duplication of investment, inefficient scales of
production and inadecuate industrial processes.

It was agreed that, although some thought should be given to
additional instruments — investment ond import licences — for achieving
those aims, it did not seem to be the time to consider their adoption,
the best course being to empléy the machinery in force and‘vigorously-
implement the Agreement on the Régime for Central Ameriéan Inﬁegratian
Industries. and, where applicabie, the special tariff éystqm for the
promotion of productive activities, There was considerable discussion
about the possibility of preparing separate lists of the industries
that would be under the protection of each of the two instruments, but,
with the exception of Honduras, all the delegations deemed such a course
unwise in that it might have detrimental vestrictive effects and might

encounter legal obstacles in certain countries,

Horeover, some
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lioreover, some of the‘:epresentatives agreed with the proposal
that the Régime should be applied éﬁnultaneously to the branch of
industry and the integration plant, so that, once the first integration
plant had been accepted, the rest would have to be established under
the terms of the Agreement, Other delegates considered that the
application of the R&gime a'ong those lines might introduce an element
of rigidity inte the industrial development process, It was unanimously
recomnended that time-limits should be established for the study and
negotiation of the requests presented by integration industries, That
would facilitate the consideration of other projects and would enable
Central America to select the industry or industries that would suit
it best, |

The meeting tonsidered that the present structure of the special
tariff system for the promotion of production activities should be
maintained, and rejected the adoption in the respective protocols of
additional requisites concerning the technical and economic features
of such activities, so that the tariff protection they afforded could
enter into force., It was nevertheless recommended that these should
be sufficient criteria on the basis of which to esteblish a level of
protection that would encourage the installation of industries under
conditions compatible with integration aims, The representative of
Honduras expressed the view that, in addition to the feregoing
reconmendation, it would be advisable to consider the adoption of
provisions for guiding the location of industries under the special
tariff system, in terms of the existing comparative édvantages and
balanced developuent needs,

The views expressed in the general debate on industrial plans
were amplified and the necessity was recognized of co-ordinating at
the Central American level the establishment of certain new lines of
production, by branch of industry, in accordance with the list already
drawn up by the Meeting of Directors of Planning Agencies. The list
could be extended in the future without prejudice to the possible
application of the Régime for Integration Industries or the special

/tariff system.
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tariff system. It was made clear, however, that the establishment of
the new lines referrved to should be co-ordinated in line with the
guidelines set forth in article I of the Agreenent on the Régime,

The participants expressed interest in the suggestion contained
in the ECLA study that ICAITI showld set up & small group of experienced
experts at ths professional level to help in the proparation and
evalvation of regionaJ. industrial projects and provide the integration
agencies with advisory assistance in promoting them, The group would
also serve to train Central American personnel in that type of work,
The resources needed for its establishmant should be forthcoming from
external technical coe—operation pfogramnes. The representative of
Guatemala expressed agreement with the suggestion, provided that the
group operated only on a temporary basls, for as long as it was needed
to train Central Aunericen personnel to take over its duties.

Lastly, it was agreed to recommend that national industrial
development Institutions should be set up in countries where they
did not already exdst, with a view to encouraging the promotion of
development there and to facilitating action at the Central American
level in co~ordination with the regional. agencies,

It was further deemed advisable to differentiate between specific
industrial development fumnctions and other development activitdes
including those related purely to banking.

(b) Foreign investment

The meeting focused attention on the offiecial declaration of
Central American policy in relation to foreign investment issued by
the Ministers of Economic Affairs in Jwme 1965, It was deemed
necessary for foreign investment to contribute to the develorment of
the common market, and unwise to adopt general measures to restrict
it in view of the notable shortage of domestic savings to attain the
required levels of capital formation, It was also made clear that a
gelective eriterion should be used to promote foreign investment

Jinstead of
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instead of encouraglng an 1ndlscrinnnate policy and p3331vely awaiting
inflows of capital. _

The representatives also reaffirmed the view supported on earlier
occasions that forezgn invectment should be channeliod inio the séctors
of most interest to the region. It was considered desirazie for» the
five countries — without necessarily concluding any ireaties oxr iegal
instruments -~ to come to a more specifiic wnderstanding. concerning the
practical measures and procedures to be adopted on a co~ordinated
basis in order to accomplish that goal, Among other things, it was
considered necessary for foreign investment to pfbmote the formation
of mixed enterprises with Central American investoréland the
utilization of the available natural resources. '

Concern was expressed at the recently noted tendency for forelgn
firms to absorb Central /merican enterprises, Stress was placed on
the need to formulate various measures to improﬁé the position of
entrepreneurs in Central America with respect to those operating
outside the area and, where appropriate, to facilitate their association
under satisfactory conditions when that should be in the area's a
interest. '

The draft resolution on "The industrial policy of the common
narketV was approvede

/6. - Regional
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6., Regional sectoral) programmes

A working group composed of representatives of all the delegations,
and experts from SIECA, ESAPAC, the Joint Central American Programming
Mission and the ECLA secretarist, was set up to examine this item of the
agenda and chapter I1I of document E/CN.12/CCE/327/Fev.le It subsequently
presented 2 draft resoluticn for consideration at a plenary meeting,

(a) General problems _

Tt was recognized that one of the most important tasks of Cemtral
American imtegration was to provide the area with services and physical
faeilities, as well as a production capacity commensurate with its size.
The work done so far in this field had made it possible to forge ahead
with a group of regional programmes in the transport, communications and
electric energy sectors. There was general consensus that regional
infrastructure programmes did much to raise the profitability of existing
national projects bykincreasing their utilization factor,

1t was considered wital for the economic and industrial development
of Central America not only that the regional sectoral programmes should
provide the basis for its works and services, but also that they should
do so at the appropriate time and offer adequate conditions in regard to
availability, quality and prices for promoting such development.

The representatives considered that, on the whole, good work had been
done in the three sectors covered by the programmes and that evident progress
had been made, although there was a certain amount of delay in solving
specific problems for want, perhaps, of top-level decisions, Nevertheless,
much still remained to be done and the situation in the various countries
reflected a serious shortege of basic resources and investment, high costs,
and inadequate public services. Added to the fact that some of the
programmes had not begun to be implemented, obstacles had arisen to delay
and cbstruct those under way. Concern was expressed at the fact that that
should happen just at the end of the period of transition before the
common market could be brought into full operation.

The representative of Honduras mentioned the delays experienced in
completing the stretch of the Central admerican road network that fell to
his country, as well as in the work of electrical interconnexion, which he

Joattribhited nartly
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attributed partly to tlie problems of balanced develcpment among countries,
In that respect, there were evident misgivings about the detrimental effects
of those problems on the implementation of programmes, and it was deemed
necessary to seek practical and effective formulas for remedying the
situation created bv the exlstlng disequilibriume Such acti ion would ensure
the Governments! w1l“*ngnes‘ to carry out the rrograwnes concerned in
accordance with the constructlon schedule envisaged. .

(i) Fipancing, The working group paid special éttgntion to financing
problems and recognized that the most pressing of them had begun to be
solved by the establishment of the Economic Irntegration Fund as an organ of
BCIE, However, the Fund’'s resources were still insufficient to cover even
the early stages of the regional works contemplated in the programme and
unless they were increased in. good iime the work schedules would have to
be modifieds | o

 Stress was laid on the.need to augment the Fund's resources with
cortributions from other countries and funds from cther credit sources, in
order to ensure not only an increase in the available holdings but also
the provision of cheaper equipment, materiais and services, It was also
considered advisable to explore another possibility of increasing the Fund!s
resources by chanhieliing the credit at present grantéd by the international
agencies through BCIE as {inancing agent.

- Until such time as BCIE was able to obbain thoss additional resources,
i) would be as well, in comnexion with high—profitability regional works,
to consider the alternative possibility of obtaining direct loans from the
1nternat10nal eredit - agencies which had normally flnanced that type of
project in the past.

It was also maintained that the Governments! contributions of
counterpart funds to BOIE should be 1ncreased, and that deposits should be
made regwlarly and promptly. The worklng group took the position that the
terms of financing in respect of regional projects should -~ as in the case
of the Integration Fund - be in liné with the decisions adopted at Punta
del EZste, where it was stipulated-thét extérnal credit for such projects
should be additional to the loans earmarked for national programmes. It

/was deemed
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was deemed necessary for all programmes - including those regarded as having
the highest rates of return - to be financed with soft-currency loans when
the countries! tobtal external debt approached critical levels,

_ In the labter respect, the group recommended that a study of financing
problems should be carried out immediately in the five counbtries, in order
to define the terms under which capital resources should be obtained for
regional programmes, with dus regard for each country's level of :indebtedness.
Such a study would serve as a basis for determining the differential
treatment that could be given to each individual country in so far as
distribution of funds and credit terms were concerned,

Great importance was attached to the necessity for the regional
programmes approved by the Governments to be based on feasibility studies,
That would ensure thal the works contemplated in the programme should enter
at once into the financing stage without the need for additional studies to
justify each project. An example sited was the construction work under the
Central Americen Highway Plan that had been approved at the First Joint
Meeting of Ministers of Economic Affairs and of Public Works.

Lastly, it was stated that the feasibility studies should be based on
the criteria best attuned to Central American conditions, which were not
always the same as those adopted in the moi-e devéloped countries,
Furthermore, the ratic of profit to cost should be fla}d.blj applied in
Judging the works contemplated in the programmes,

(ii) Formulation of regional pléns and participation at the national
level. The working group agreed that the programmes had not developed
smoothly owing, in large measure, to the difficulty of giving them a
regional dimension, in which the top-level authorities in each country were
required to play a consistemtly active guiding role, as the officials
regponsible for deciding, at the technical and poliey level, to adopt the
programmes. It was considered that the participation of high-level
political figures in the technical meetings connected with the integration
programme would provide effective backing for the work under way and
expedite the adoption of decisions. In the Jight of the important experience
provided by the Joint Meeting of Ministers of Economic Affairs and of Public
Works, it was deemed expedient to encourage the convening of a further
meeting with the top-level communications autherities,

fThe group
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The group "considered it very important that planning offices, in
formlating de:elopmerrt plans in each country, should always takc the
integration programmes into accourt, not oniy with a view to assess:.ng
domestic needs in terms of the common market but also to study-ing alternative
solutions and possikilities of complementarity betwasn national and regional
projects. It would bs most useful. if regional experts coﬁld take part and
collaborate in the formulation of national plans, and the idea was put
forward of establishing a frequent exchange of regional and natjonal
experts in order to make better use of the few technicians currently
availables Thus, the formation of permansfrt ‘technical groups would have
the great advantage of expediting the programme!s development.

The technical resources avajlable for carrying out programme activities
were very limited and should be supplemented by technical assistance from
abroad, Apart from the high cost of that uype of assistance, in not a few
cases it proved inefficient ; nainly because most experts were ignorant of .
the particular conditions prevailing in the Central Ainé*'ice,n countries.

It was stressed that Cenmtral American experts should take part regularly in
the drawing up of plans and projects, _and that it was an urgent necessity
to take steps on a nationdl and regiorial plans to conduct personnel
training progranﬁﬁes at the various levels, .

The representatives gave detailed accounts of the sit.uation in their
own countries in relation to that point. A review of each country?s
experience in the field of external technical assistance - which had not
always yielded the best results - showed the need to helﬁ) countries to
adopt a better approach to the selection of foreign consulting firms and to
the definition of their p'articipation in the prepafation and execution of
projects. It was cons:xdered that there were a number of adequately trained
national experts in the area and that it would be a feasible proposition to
organize several Cembral American technical cadres at the highest level in
order to make good some of the deficienciesa.

(b) Central Americc..n Higllway Plan

Several repreoentatives of the Jo1nt. Central American Programming
Mission reported fully on the stabte of esach of the thirteen highways that
make up the road network and which are considered of regional interest.

/A review
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A review of pending problems and of the difficulties arising in specific
cases made it clear that the mixed commissions responsible for co-ordinating
the action of the five countries should xﬁee’c imnediately with a view to
retrieving the time loss through the present delays, especially in the work
on the connécting stretches on the borders between Honduras and Nicaragua,
and Honduras and Guatsmala, _

In that respect, it was recommended that BCIE should agree 1o finance
those projects, considering that the feasibility studies carried out by the
Technical Mission representing BCIE, SIECA and the Joint Cemtral American
Programming Mission - on the basis of which the plan had been officially
adopted by the First Meeting of Ministers of mconomic Affairs and of Public
Works - provided sufficient justification for the loans as consistent with
the requirements laid down by BCIE, o

An account was also given of the projects recently studied by BCIE
and it was considered that the studies concerned, in conjunction with those
prepared later, could serve as a ba'sis" for preliminary new highways projects
which would gradually form a more complete road network as a aecond stage.
it could be seen from other studies prepared by SIiC4 and the Joint
Progremming Mission that on the whole, and despite the fact that some highways
would be completed well after the dates envisaged in the schedule, satisfactory
progress had been made in the execution of road network projectss

In reviewing questions of regional co-ordination, the group agreed
that one of the most urgent problems affecting the programme was the lack .
of regional machinery for ensuring its execution. It was essential to set
up organizations provided with plenty of technical resources teo co-ordinate
and strengthen national activities in terms of Central American cbnsiderations.
The participants endorsed ECLA's proposal to the effect that it was necessary -
t0 co—~prdinate on an integrated basis the action of the Ministries of Public
tiorks, integration agencies aﬁd the national or Central American construction
enterprises executing the projects, '

The group welcomed the idea of establishing a Central American _ .
Transport Council ~ by institutionalizing the Meeting of Ministers of Public
Works - and a regional Committee of Highway Directors, and strongly
support.ed the proposal to submit it to the next meeting of the Central

/famerican Economic
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American Economic Co-opersbtion Committee, The former would take care of all
questions relating to transport in the common market, while the latter would
assist the Council in comnexion with road projects.

Lestly, it was recommended that the integration agencies should
exemine the reasons for the limited national operational capacity in both
the preparation and execution of projects, The conclusions deriving from
that study would help to turn to better account the opportunities for
raising the levels of technology in the five countries by promoting the
establishment of consulting and road construction enterprises in Central
America,

(¢) Regional road transport services

It was agreed that the improvement and expansion of the existing
regional road transport services and the reduction of present costs and
prices might be a more urgent task than the actual completion of the Central
American road network,

Lven though the new road network might generate substantial savings
and make for a reduction in costs and prices, no positive resulis could be
achieved until the question of the organization of transport services was
tackled at the root and its present shortcomings remedied.

Consideration was given to the organization of those services, which
had come into being on 2 national scale almost spontanecusly and subject to
no controls The lack of satisfactory services had forced many industrial
enterprises to establish their own system, and that had resulted in a
disorganized medley of small private transport companies, which had had a
debrimental effect on the few specialized emterprises eperating on a
regional basis, Moreover, even when high rates were charged, they often
failed to cover the cost of the services owing to inefficient administrativs
practices and poor maintenances

It was agreed to advocate the adoption of a regional agreement to
regulate the transport services, and emphasis was placed on the need to
extend it in due course to other types of transpert in which the conditions
were similar to those now prevailing in the road transport gsector. There
was consensus that, in order to have the desired effect, the agreement
should be adopted at the regional level, and it was considered advisable

[+ marommend
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to recommend to SIEC4i that it should convene as soon as possible a meeting
of the officials responsible for regulating the transport services of the
Central American couniries to consider the possibilities of co~ordinating

them on a regionsl basis.

(d) Central American telecommunications system

The working group opened the discussions on this item with 2 statement
on the present stage of the programme and the problems that have prevented
its full development., An account was given of the favourable results
obtained through the use of the channel hired from the Central American Air
Traffic Corporation {Corporacién Centroamaricana de Servicios de Navegacidn -
Aérea - COCESNA), which had been put into operation on a commercial basis
in January 1966, as well as through the regional tariff agreements concluded
in E) Salvador for establishing uniform rates for the provision of those
services, The agreecnents were considered a useful step towards providing the ares
with an efficient un-to-date system. Even so, it was felt that the network
would shortly have to be expanded and modernized in view of the anticipated
inecrease in demand,

ith respect to technical training in that field; the representative
of Nicaragua described the efforts his country was making to establish a
regional school for the training of technical cadres at the intermediate
and lower levels, It was deemed necessary to encourage the negotiations
aimed at securing the necessary external financial aid to put the project
into operatioen, | ‘

With respect to national plans, the representatives of Honduras and
El Salvador reported that a bilateral agreement had been concluded between

their respective counmtries providing immediately for the next stage of
| modernization of their radiotelephonic intercormunication, They also said
that similar bilateral agreements had been proposed, on the one hand to
Nicaragua by Honduras and on the other, to Guatemala by El Salvador, and
that replies were aweited from the two countries. The representatives of
Costa Rica and Wicaragua, in their turn, indicated that their Governments
still firmly supported the establishment of a Central American
telecormunications enterprise in line with the proposals that had been

donsidered by all the national sgencies up to the meeting at San José.

/The Cuatemalan
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The Guatemalan representative admitted that his coumtry had received a
proposal from Bl Szlvador to the effect that the two counbries should sign
an agreement along the lines of the cne ‘soncluded between EL Salvador and .
Honduras, and said thalt no official decision had been adopted as yet and a
counter-proposal was under study.

The group concluded that = means should be sought for reconciling the
various discrepencies between thne agreements and proposals concerned and
agreed that there was a good chance of doing so. It should not be difficult
to find a formula that would satisfy the various national interests and
fulfil the function of improving the telecommunications services as _required
by the increase in Central Americals. activities. Lastly, it was felt that
the top~level telecomaunications authorities should be exhorted to continue
their joint quest for the measures needed to level oult the existing |

discrepancies,

(e) Ueter resources and elzsctrical intercornexion systems

The working group made a detailed examination of the activities
reviewed in the secretariat report and focused attention on pending problems
and the recommendations sﬁggested for solving them. The representatives
described the stage reached in the bilateral interconnexion projects and in
the conbined development of electrical systems. In the case of Honduras-
El Salvador, cognizance was taken of the work done by the joint meetings
of the national electric power development agencies convened by SIECA,
which were scheduled %0 end in February 1966, It would be decided at those
nmeetings whether it was technically possible to effect the interconnexion
of the two electrical systems in the near future, and the project agreed on
would immediately be submitted for the approval of the national authorities.

liith regard to the intercomnexion of the. Chiriqui-Golfito electrical
systems (Panama and Costa Rica), a final decision. concerning the project was
awaiting the report now being prepared by a consulting firm with the
financial aid of the United Nations Special Fund. As to the combined
development of the Nicaragua and Costa Rica systems, it was reported that
the market studies and the evaluastion of specific hydroelectric projects in
Nicaragua were about to be completed, The joint commission set up at the
meeting of officials of national electric power development agencies held

fat San José
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at San José and MNenegus in 1965 uwould then make a fresh examination of the
intercomnexion project. In that respect, cognizance was taken of the
negotiations undertaken by the two countries with BCIE in order to secure
finaneial aid for the Joint studies. The ECLA secretariat, for its part,
reported that the study of a new possibility for the combined development
of the El Salvador-Honduras-Guatemala systemns would shortly be sutmitted
for the consideration of the Governments concerned,

It was apreed that the evaluation of new possibilities of combined
development should be accelerated and to that end a thorough knowledde of
the areal!s water rescurces was reguired. To turn the best posgibilities
of those resources to good account was an attractive propositicon both for
the industrial esteblishments which were large-scale consumers of energy
and for the purpose of achieving substantial reductions in average
generating costs. However, large-scale hydroelectric projects had
specifically not been considered heretofore because they were out of
proportion 49 the size of the existing individual markets.

For the reasons mentioned, it was unanimously decided that the
United Nations Special Fund should be requested, without delay, to approve
and implement as soon as possible the proposed regional programme designed
to improve the fund of basic hydrological and hydrometeorclogical
information considered essential in order to proceed with the evaluation
of those rescurces,.

Stress was likewise laid on the importance of improving the techniques
used in evaluating future energy needs, taking particularly into account
the industrial plens likely to be encouraged by integration in the next few
yearss Such an evaluation would provide the necessary background data for
undertaking research into new possibilities for electrical intercormexion.

"iith respect to the proposal to strengthen the regional machinery for
promoting and directing those programmes, it was considered that the
activities in question should be entrusted to the Cenbtral American
Electrification Sub-Committee, and to that end it was recommended that a
group should be set up, composed of officials of electrification agencies,
to direct the groups of technical assistance experts currently engaged in
preparing studies for the Sub-Cormittee.

/A study
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A study was also made of the type of decisions that would have to be
adopted at the naticnal level once the stage of executing the interconnexion
projects was reached, and of the various:provisions the relevart contracts
would include at the enterprise level, The group examined the advantages
of the ideas - which four of the delegates considered favourably - of
possibly conclu.diilg.a multilateral agreement authorizing national enterprises
to execute immediately those projects which were considered to be in the
countries' interests. _

Lastly, the group underlined the importanee of carrying on with other
studies which technical assistance experts were conducting for the Central
American Electrification Sub-Commitiee, as set forth in document
E/CN.12/CCE/327/Rev.1.

' The draft resolution on "Regional sectoral programmes" was approveda
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III. DRaFT RESCLUTIONS APP.{OVED

Functioning of the common market
Unification of tax systems

Central american trade policy
Agricultural policy

The industrial policy of the coimon merket

Regional sectoral programmes
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FUNCTIONING OF PHE COMMON 1i.RK=T

(Draft resolution)

The Central imerican FEconomic Co-operation Committee,

Considering:

(2) That the efficient functioning of the basic integration
instruments is one of the overriding aims at the present stage of the
consolidution of the cormon market;

(b) That the Governments are amxious to obtain the maximum freedom
of movement in the regional trade in Central imerican products, ensure the
uniform application of the Central American import tariff, and introduce
elements permitting a greater degree of flexibility in the process of
renegotiating this ﬁariff in order to adapt it vo changing needs‘of
economic development;

- -

trade flows between the five countries since the entry into force of the

General Treaty, the effective application of the free~trade system and
the Central Americen import tariff, and the extent to which the private
sectors in the area have begun to take advantaze of the ovportunities
thus opened up;

Declares that, although the problems that have arisen in administering
the legal instruments of the cowmmon market are minimal compared with the
present volume of trade, an effort must be made to solve these problems,
and to that end,

Decides:

L. Free trade

l. To recommend to the Executive Council of the General Tresty that
it should:

(a) Complete, with the aid of SIECi, the formulation and adoption of
criteria and procedures to facilitate the determination of the origin of
goods, and make the application of the machinery relating to guarantees

more flexible and less laboriocus;

(b) Accelerate
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(b) &ccelerate completion of the studies aimed at the signing
of uniform agreements for the protection of industrial property and regional
legislation on animal and vlant hyziene, on the basis of the studies
recuested from the secretariat of the General Treaty and the Central
American Phytosanitary Organization (OIR34),

2o To recommend to Goverrments that they should:

(a) Take the necessary measures to speed up the application of a
common policy in the field of tax incentives, and with respect to the
cereals protocol, for the purpose of eliminating the barriers to trade
that now exist in those respects:

(b} Designate ICAITI as tie agency exclusively responsible for
formilating industrial standards in Central .merica, which should include
the sanitary regulations issued by tue public heslth authorities,

3. To recomtend tco the Ministers of Economic Affairs and Finance
that they should establish closer co-operation between the customs
administrations and the national integration agencies, in order to ensure
the proper interpretation and application of the legal instruments of
the common market. ‘

5. To ask L5APAC, in connexion with paragraph 3 above,to contimme
giving high priority in its programmes to the training of the custonms

officials of the Central samerican countries,

B, Tariff policy

1, To recommend to the Executive Council that it should:

(a) Proceed with the work involved in drafting the Protocol to the
Central American Agreement on the Equalization of Import Duties and Charges,
in accordance with recommendation 7 of the First leeting of Ministers of
Beonomic Affairs and Finance, which is intended to expedite the tariff
rencgotiations and make them more flexible; _

(b) BEstablish time-limits for completing the stages of the renegotiation
between formal submission of the recusst concerned and the signing of the

protocol in question;

/(¢) Form
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{c¢) Form a permanent technicsl group, consisting of the alternate
members of the Executive Council, to undertzke the study and negotiation
of the questions relating to tariff policy, and submit its conclusions
for the decision of the Ixecutive Council at the meeting immedisztely
preceding the Zconomie Coﬁncil meeting at which the measures would have
to be adopted or, where applicable, the agreements or protocols in
mestion signed; ,

(d) Adopt a system of prior hearings to permit the participation
of the various private interests concerned in the discussions on tariff
policy, in order to improve the precedures relating to the deliberative
and decision-making functions of the Executive Council,

2. To recommend to the Govermments that they should request their
Congresses to give high priority to the consideration of the protocdls
on tariff renegotistion, and to that end should adopt any necessary reforms
in their rules of procedure, : ‘

3o To recommend to SIECA that it should prepare ihe studies and
projects needed for the completion of the Central imerican tariff legislation
and for the revision and bringing up to date of the HAUC. tariff
classification, in order %o facilitate the uniform application of the

Central American immort tariff,

/UNIFICATION OF
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UNIFICATIQN OF TaX SYSTZS
(Draft_resolution)

The Central American Economic Co~qg§gation Committee,

Considering

-(a) That the improvement of the Centrsl American cormon market and -
its progress towards higher degrees of economic integration makes it
necessary bto unify the national tax systemsg'in'order to neutralize their
effect on the functioﬁing of the common market, on the basis of ‘the pfinciple.
of balanced uevelopnent, ensure the adecuate financing of public expenditure,
and encourage productlve investment to take a ferm that will stimulate the
regional economy; and '

(b) That the Governments' needs for tax revenue are bound to rise
considefably in tlhe next few years, in line with the néed for funds to carry
out public investment progr unes, despite the increasing role sllocated

to ekbernal sources of financing,

Decides: A

1, To recormend to tie Economic Council and to the nlnlsters of
Flnence that they should promotu without Qelay the programe to unify

te Centrzl american tax systens, in the‘first place with emphasis on the

tex aspects that are most closely related to tue functioning of the.common
market, and with dve régard for the differenfrleﬁels of deveiopﬁent‘of the
various countries, _ | ‘ T |

2+ To recommend, for the purpose, thft the Zconomic Council should
promote the early establishment, within the framework of the ercutlve'
Council, of a Central American Uommittee on Fiscal Questionsr(ihcluding
taxes, budgets and public credit), made up of top-level expérts, with
adv1sory and co=-ordination services frem SITCA, | o

3. To propose that this conmlttee should be respon31ble for evaluatlng
the technical studies already available, and for ruldlng those to be carried
out in the fubure, as well es for making recomrendatlons to the Joint heetlng
of Ministers of Economic Affairs and Flnance on tne necsures of reﬂlonal
co-ordinetion and unificcotion that should gradually be adopted.

/4, To



E/CN.12/4C.58/3
E/CN.12/CCE/351
Page 128

he To recormend to the Zxecutive Council that it should:

(2) Carry out at the appropriaste time, with the helv of the above~-
described Committee, & complete revision of tlhe uniform imrort tariff, with
a view to proposing to the Economic Council measures to maintain its function
as a major source of govermment revenue, and a stimilus to sound industriel
expansion, all without prejudice to the basic development criteria underlying
that tariff;

(b) Prepare draft regulations for the anplication of article VI of
the General Treaty, to permit uniform interpretation, and verify in practice
that the anplicetion of taxes on consumption is of uniform incidence, as
regards both domestic vproduction and srticles from other Central American
countries.

' 5. To recommend to the Govermments that they should:

(a) Take into account, in establishing taxes on consumption, not
only considerations of a fiscal maturs, but also criteria relating to the
improvement of the structure of production and industrial development;

{(b) Consider the unification of taxes on consumption in a system in
which their incidence would be more seneral, in order to prevent an
undesirable increase in the nunber of these taxes on specific products,
without prejudice to tle posaibility of differentiating between the various
categories of articles according to the importance of the needs they meet,

6. To recommend to SITCA that it should undertale a study on customs
exemptions, including those szimed ot industrizl promotion, granted in the
countries belonging to thie common merket by virtue of legsl provisions and
specific concessions, in order to anslyse their implications for the
functioning of the commuon market, for govermment revenue, znd for the
industrialization process,

7. To recommend to the Central American integrstion agencies thet
they should formulszte their sunmual work programmes in accordance with the
performance budgeting system, in order to facilitate the evaluation of
results, and thet in addition they should co-operate in prepering studies
aimed at fecilitating the financing of their activities, so that tie
Governments should heve at their disposal sufficient relevant information

to enzble them to take the necessary decisions in good time,

/CENTRAL AMERI CAN
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CENTRaL AMLRTCAN TRADE POLICY
(Draft resolution)

The Central American iconomic Co-operation Committee,

. {a) That one of the main‘objectivés of economic integration'is to
promote the efficient and constructive pafticipation of the.five countries
1n the benefits of internstional trade;

(b} That the formstion of the common market creates the p0551b111ty

of developing a foreign trade policy of a ¢eglonal nature in order to take
advantage of the broad opportunities elfforded by joint‘multilaﬁerai action;

- {c) That the formuletion and application of such a policy‘are becoming
increasingly urgent, both hecause of the de0151Ve role thet foreign trade
will continue to play, and because it is not to Central Americals advantage
to be excluded from the multilateral economic co-operetion movements sponsored

by tihe United Nations in Latin smerica and other areas,

Decides: A : .

1. To recommend the Governments to adopt a common trade policy towards
other countries or groups of countries, with the following aims: 7

(a) Stability and raising of price levels and increases in the volume of

e traditional exports; . |

(b) i4djustment of import totals to the income from exports and from
inflows of long~term cepitzl, with due regerd for the effects of short~term
external financing;

(c) A change in the composition of imports in line with the growth needs
of domestic esctivity and with import substitution aims; | .

(d) The development of other export lines, including menufactures, in
order to permit the export sector to expand move vigorously, develop natural
resoufces and promote diversification of production;

2, To recormend to the Goveriments thet any individual trede treaties
concluded with third countries, pending the orgrnizstion of the regzional
arrangeents for Central smeric:z, should include a right of amendment, if the

purpeses and provisions of the common policy so require.
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3s To recomend to the Leonomic Council that it should promote the
co-ordination of nationzl policies i{o defend primary commodity exports
on the basis of a preliminary commarative study to be prepared by SInCAi,
and thet it should encoursge the vreparation of specific projects and
of prograrmes for research on and development of the production of new
export lines, with the aim of remedying the present limitations on sunply,
as well os the market studiss and other tasks that will have to be underteken
at the same time in the field of trade policy.

4se To recormend to SIECA that it should study the possibilities of
linking up Central smerica with an economically integrated Latin America,
especially as regards the industrial comrlementarity agreements; and to
the Governments that they should take msasures to see that Central America
is included in the studies in this field conducted by jinternational agencies
and, in due cburse, study the advisability from a purely Central imerican
standpoint, of particimating in the nrogrammes drawn up at the Latin Americen
level,

5. To recommend to the Zeconomic Council and the EZxecutive Council
thet, in the course of their functions connected with supervising the
progress of economic inﬁegration, they should lay down procedures for action
thet would permit advances in the iield of common trade policy, pending the
adoption of the provisions and machinéry neaded to operate permanently on

a regional basis.

/AGRICULTURAL POLICY
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\GRICULIU L POLICY

(Uraft resolution)

The Central American Economic:Co-onération qu@ittee,'

Considering:

{a) That in Cenbral Aﬁé}iqa a large nurber of studies has been prepared
and verious types of data gatﬁered on'aaricuitural activities, on the basisr
of which it has bzen possible to determine the nature of the nroblems arlsing
and the outlines of a development strat egy for the sector;

(b) That tﬁe practical results achlcved are out of oronortion to the
extensive nature of tie research or to the nurber and coverage of the
recommenoatlons adonted at various Central American meetlnws, and that thig
is because of the marked shorta@e of resources of all klnds availeble to-

help agrlcultural policy to remedy the chronic beckwardness of subsxstence

agriculture and introduce technical reforms and diversify its structure;

Decides: ]

1, To ask the Central hmerlcan A"rlcul tural Develooment Sub~Comnittee
to include in 1ts work programme the preparation of basic studies on p0531ble
specilalization of produéﬁion by aresas, in the light of the £ypé of reéqurées
available and tle regional criterion of balanced development, and to that
end the Sub-Committee should ask national and inﬁernational specialiéed bodies
for the necessary technical assistance, | | ‘

2. ~To promote the strengthening of the 1nst1tut10nal machlnery that
has been established to stimulate agrlﬁultural‘development in the area, and
to that end:.- L S

(a) To recommend to thé Kinisters of Agriculture fhéflthey should hold
more frequent meetings with one another and vith the Ministers of Economic |
affairs, for the purpose of establishing gaidelines and acceleratlng the
apnlication of the measures aimed a2t a gradual process of integration and
the growbth of agriculturzl production, as well as of co—ordinatiﬁg the

relevant policies =t the national and regional level;

/(bj To
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(b) To stress that the Centrsl american Agricultural Development
Sub~Committee should meet more often, and that at 1ts next meebing it should
assess the extent te which its own prozrarme of work and the resolutions
adopted at the meeting of Ministers of sgriculture, and jointly by the
tinisters of wconomic Affairs and Asriculture, have been implemented;

(¢) To ask SIECA to increase the technical and advisory assistance
it provides in this field, with a view to meeting the growing need to
co-ardinate the national policies and to facilitate the adoption of the
measures recommended at Cenbral American meelings.

3. To recommend to the Central American Bank for Economic Integration
that it should establish close links with the national credit agencizs and
should give prioriiy to the financing of programmes contributing to the
improvement and diversification of agriculture on 2 regional bssis, and
should ask FAO and IIAS to increase their technical assistance to Central
arerica, in order to facilitate the carrying out of integraticn activities
in the agricultural sector,

b4e To ask the Ministers of Azriculture, in co-operation with the
Co-ordinating Committee on Marketing and Price Stabilization in Central
imerica, to examine the desirability'of establishing, with the assistence -
of the United datiocns “Jorid Food Program and other international agencies,

a stocknile of staple foods that, administered on a rezional basis, would
serve to reinforce the price surmort prograimes énd supplement the financing
of cereals rurchasing programmes. _

5« To transmit to the Ministeis of igriculture and to the Co~ordinating
Committee on Marketing and Price Sﬁabilization, for their consideration, the
regicnal project for the production and marketing of improved seeds drawn up
by FAQC in accordance with resolution 7 of the Joint Meeting of Ministers
of Agriculture and Zconomic Affairs, and, if approved, for submission to
tﬁe United dations Special Fund with a recuest for its financing and

imnlementaticon,

/THE IHDUSTRIAL
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TEE INDUSTRIAL POLICY OF ThD COMMON MARKIT

{(Draft resolution)

The Central Amsrican Economie: Co-oneration Committee,

Congidering:

(a) That Central America's industrial development has not yet
progressed to the stage where drastic changes can be vrought in the economic
structure of the flve countries, with a V1ew-to restorlnﬂ a satisfactory .
devulopment procass, and that 1t is an 1ncree51nfly urgent necessity to
encourage and guide the growth of the manufacturing sector 1n line with
those aims; i

(b) That for this purpose 1t is essvntlal to strenvthen the appllcauion
of the existing lezislative and 1nst1tutlonal 1nteg-atlon instruments and.
improve their efficlency 1n_prgct1ce, and to establish other instruments in

order to increase the resources channelled into industry,

Decides: _

1. To recormend to the Economic Council that it should:

(a) Encourage the co-prdination and modernization of the banking
and cormercial legislation of ihe countries members of the common market,
with the co-operation of the Central imerican Monetary Council and the
Central smerican Institute of Comrarative Law;

(v) Promote, also with the aid of the Central American Monetary Council,
the reorganization of the national and rezional financial gystems in temrms
of the needs of the indusurial sector, and the regiocnal co-ordination of
those systens at various lavels, 7

2, To recomiend to the Governments that, in order to establish basic
industries and ensure balanced development among the rive countries, they
should: ‘

(a) Vizorously enforce the Agreement on the Régime for Central
american Integration Industries;

{b) Co~ordinzte, with the aid of the integration agencies and the
private sectors directly concerned, the establishment of the industries set
out in the list drawn up by the Meeting of Directors of Plamning Agencies,
and to that end the Lconomic Council should adopt a final decision concerning

the machinery proposed:; LN e
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{c¢c) Speed un the studies in connexion with the adoption of uniform
legislation on credit instruments, and the organization of a stock exchange
in the area; |

(d) Give firm suprort to the productivity centres and institutes
operating in the area, _

%, To recommend to the Central American Bank for Zconomic Integration
that it should:

(a) Study and adoﬁt stens to expand its activities in connexion with
the financing of busic industries for the development of Central Americaj

(b) Promote and ;uide action, in co-ordination with the State and private
banks of the area, to tap savings in all population sectors for the purpose of
financing basie industries.

4. To recommend to ICAITI that it should set up a technical zroup to
help in the preparsbion and evaluation of regional industrisl projects and
provide the Central American agencies with advisory assistance in promoting
them, and that it should take tlie necessary steps to obtain the resources
needed for the purpose as part of the external technical assistance available

for regional integration.

/REGTONAL SECTORAL
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-BEGIONAL SECTORAL PROGRAMMES

{Draft rééolution)

" -The Central American ‘conomic Co-operation Commitiee,

Considering:

(2) That one of the most important tasks is to provide Central América
with the necessary services and phy51cal fa0111tles, and that this is now
all the more necessary because tne initial opportunltles created by the
formation of the common market can only be sunplemented and further stimmlated
through the development of the 1nfrastrucbure on a reglonal chlS’

{b) That although the progress achleved in the veriots sectors under the
regional programmes is promising, it must ‘be recognized that in some resomcts
the execution of tiese prograrmes has been 310" because of various obstacles
that nave prevented their full developnent-

(c) Thet the most imvortent of these obstacles are the scarc1ty of the
national and international funds available for financing the execution of the
construetion work involved, and the lack of development of the_instiﬁutional
machinery facilitating action and co-ordination at the regional level;

(d) That it is. essentlgl to work as rapldly as p0351ble townrds the aims
pursued. in the regional 1nfras»ructure progranmes, and to that end the
authorities at the highest level in each country should famlllarlze themselves
in good time with the existing problens and nrOV1de the backlng needed to
solve them and to carry out the 1nfrastructure programmes promptly and
efficiently; o -

Decides:”
1, %ith respect to financing:
(a) To ask the Central american Bank for Economic Integration (BCI%):
{i) To continue providing assistance to prograrmes and studies
on infrastructure, and to endeavour. to increase the funds made available by
international lending agencies and other sources; o
(ii) To take the necessary steps, in line with the decisions taken
at Punta del Este, to see that the Zeconomic Integration Fund's resources are

increased, and that the work already under way is given the necessary imnetus;

/{1ii) To
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(iii) To consider eligible for loans fcr the preperation of final
studies, and for construction work, the projects under the Central american
Highway Plan included in the feasgibility study, carried out by the Technical
Mission representing BCIE, SIECA and the Joint Central American Programming
Misgsion, which was approved at the First Joint Meeting of the Ministers of
Feonomie Affairs and of Public Works;

(b) To ask the member Governments to make additional contributions
of couniterpart funds for the rurpose of increasing the resocurces of the
Integration rfund, and to take the necessary steps to ensure that deposits
are mede regularly and promptly;

(¢} To ask the Joint Central American Programming iission to carry out,
in consultation with BCIL, a study on the probable effects of the execution
of development plans on the external debt of the Central American countries,
in order to define the conditions in which it would be advisable to draw on
financial resources from this source for national and regional sectoral
programmes, in the lizht of the cspacity to absorb external capital, and 6f
the principle of balanced development,

2, As regerds ensuring that the infrastructure programmes are truly
regional in scope:

| (a) To ask the member Goverrments to encourage, in co-operation with
SLCs, the formation of specialized regional groups consisting of top-level
national experts who would fulfil the double function of advising the
Governments on the execution of sectoral programmes, and providing liaisoﬁ
with experts furnished by international technical assistance pragrammes, and
giving them any guidance or orientation they need;

(b) To recormend to the Deonomic Council that it should make
representations to the Governmeuts of the variocus countries on the advantages
of establishing a Central American Trausport Council to carry out on a
permanent bosis, an evaluation of the needs of the comien market in this
field, and toc co—ordinate the execution of any programme adopted; this
Transport Council should be zssisted by a Regional Comnittee of Highway
Directors, who would co~ordinate the work of developing the Ceutral American

road network of the common market;

/{e) To
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(e) To recommend to SiiCi that it should convene as soon as possible
a meeting of the officials responsible for regulating the transport services
of the Central American countries, as agresed by the Economic Council at its
eighth session, so that on the basis of the studies prevared by SILCA it
can determine the technicel busis for the drafting of a regional agreement
governing the provision of such ssrvices,

/Annex 2
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annex 2
ADDRESS DELIVERZD BY MR, C4RLOS ENRIGQUE PERALTA MENDEZ, MINISTER
FOR ECONCMIC AFFAIRS OF GULTEMLLL, AT THE OPLNING METTIN:
OF THE WNINTH SESSICON OF THE CoNTR.L AIURICAN
BCONCHIC CO~CF.-R..TION CCMMITTEE

‘The Goverrment of Guatermala is deeply honoured to act once again
as host to a meeting of the Central American Economic Co-oneration
Cormittee - the agency responsible for launching the Economic Integration
Programme = and the representatives of international institutions, that are
here to undertake the immortant task of evaluating the development of
economic integration and defining the principles and aims of regional policy
in the next stage,

On behalf of the people and Goverament of Guatemala, I extend a
cordial welcome to the Ministers of Zconomic Affairs and their delegations,
and to the renresentatives of the United Nations, the Economic Commission

.for Latin America and the other international and financing agencies which
are co—operating in this evaluation,

By and large, the Central American economic integration process
has shown very promising results, Fifteen years ago, the development
possibilities of each of the five States were limited by the size of their
markets, the separate nature of their efforts, the pressures of the external
economy and other traditional factors which wrevented the Central American
countries from acting in unison,

With undoubted foresight, the Central American statesmen of the last
two decades plarmed the new structures that made it possible to surmount
the obstacles to development. The first big step was the application of the
principle of free trade between the Central imerican countries on the basis
of bilateral treaties which, although they still had many limitations, meant
considerable progress towards the fulfilment of new prosvects and aims for
the Central American people., The second idea to gain ground was tariff
equalization as a recuisite for the maintenance of free trade flows. This
gave rise to the establishment of an appropriate instrument against foreign

competition and was the basis for industrial development in the area,

/These new
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These new forms of expression of-Central America's eagerness lo
attain higher living levels have gained impetus during the lsst five years
in which agreements of regional.scope have been concluded - in particular
the General Treaty oa Central American fconomie Integzration - which gave birth
to the Central American common market and paved the way for setting up a
customs‘unicn; _ 1 ' l .

These lines of action were followed by various developments which;
in turn, gave rise to another. essential principle underlying economic |
integration aims: that all Central Americans without exception have
a right to turn to account the oppertunities opened up by the Central
imerican cormon market and to attain the highest 1living levels compatible
with the dignity of mankind, 1In other words, in accordance with the ‘
principle of_balanced development in the area ~ which was also imrosed on
“an equitable basis ~ each Central American State should possess the means
and instruments to ensure that its narticipation in this, the most important
process in our history, will enable it to enjoy the same benefits as its
other associates in the systano

The tangible results of the farst gtaze of integration are evident
from the trade figures for the five States -~ the only figures I shall mention
. how ~, which show that, while total intra-area trade when the Drogramme was
launched in 1950 amouitted to £,6 million Gentral American pesos, the
provisional figures at the end of 1965 were 130 million, - |

On the face of it, this is genuinely a good sign. The awareness of the
whole of Central America has been arcused. We are determined to adopt a
concerted stend vis-a-vis the major problems affecting developmént. We are
at nresent in the throes of an essentialiy dynamic and integral process, which
has shown that it has the .necessary institutions to attain the goals and
ideals that we Central Americans have pursued throughout our history. Let
us now go boldly forward to a more far~reaching imtegration, We no longer
have to decide whether it is a satiéfactory systen or.whether we have followed
the right course. All we are now concerned about is to reach ag: reenent
regarding the pfobedure to adont in order to make good_use of all the
. possibilities offered by integration, with a view to developing-thé area's

human and natural resources to the full. We know that we sre apprecaching

/a new
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a new economic dimension and that we ares only on the threshold of a second
task, that of bringing the common market into full operation and reinforcing
the institutions that will enable us to maintain the vigorous growbth of our
economies and thelr independenée with.respect to external influence,

We can also clearly discern the emergence of an essentially Central
American nationality, Our integration prograrmme is an independent movement,
creating opprortunities for all Central Americans and enabling them to exercise
their right to a life in keeping with the diznity of mankind, and to freedom
from fear, disease and poverty. The evils of a locally-oriented policy have
been practically obliterated., The area is actively forging ahead towards a
regional type of nationalism, which is the vital force that will impel the
Central Americon nations on teo their next objectives.

Central America has acquired full confidence in itself and in the
higher democratic aims it is called upon to meet, The powerful forces of
this nationalistic spirit ~ which are so necessary in a political and
economic development process - find in the institutions of the Central
American programme ithe guiding principles in the light of which, whilse
viewlng integration as an independent movement, they strike a balance with
the external economic forces, within the interdependence existing in world
eccnomic relationships. Thus, the right formulas are being sought and
common policies defined in order to facilitate the inflow of capital and
other elements that are essential to Central America's development,

Last Juns, at a private meeting of the Central American Ministers for
Leonomic Affairs held in a village of San Lucas Sezcatepéquez, we made a
statement which contained the broad outlines of a private investment policy
for our countries., This statement was the first result of calm and
congcientious deliberation, in conjunction with the directors of Central
Lfwerican integration agenciss. It was well received in botn national and
forelgn economic circles, and this shows that, through sustained joint action,
it is possible to maintain that balance, which at once strengthens the
Central American nationality and makes available the external financial and
technical resources that are indispensable for the area's development, in

view of the shortage of domestic savings,

/The integration
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The integration progra:me is also an sguitable ~movement, in that
its development permits 2ll the Ceutral American States an equal share in
the growing opportunities offered by the new stages of development. An
intesral process would not be jushtified unless its advantages were equally
accessible to all Central Amerlcais cltlzens, The ecuily at present
characteriéing our integration policy consists, therefore, in providing
each State with the instruments and means to maintain a balance of
development in the area, ' -

The Central American economic integration-process has acquired strong
irdividuality vis-d-vis the rest of the world, In the reépected'opinion
of agencies otner than Central American, our prograimme is considered the
most serious and progressive economic integration venture among the
developing countries. This prozramne has been so devised and imvlemented
as to give Central America the force and consistency to talte part effectively
in the major world economic movements, We cannot remain isolated, We
are deeply concerned that a bottleneck in the external sector should not
affect our integration process or the development of our separate economies,
The disequilibria in the exteriial sector limit our growth and could well
hamner the nrogrerme. We are convinced that, while external sector income
is maintained at a satisfactery level, the existence - which we hope will be
only temporary - of disecuilibria in the trade balances between one Central
Amﬁrlcan State and another will have no serious consequences, But if intra-
area trade presented a constant deficit in the case cf a single Central
American State, which coinciced it an izbalance in the external sector,
the two circumstances together wiould seriously jeopardize the balanced.
development of the integs atlon pirograme.

The heavy dependence of our economies on the world markeét can never
be over-emphasized; hence, it is stentlal to secure more equitable
treatuent from tiae major industrial powers, Some efforts have been made
- separately or togetner -~ by the Central American States to arrest the
alarming decline in the world prices of our exporﬁicommodities and to
offset, at least in part; the steady rise in thne prices of our iﬁports.

In other words, we have attempted to prevent the terms of trade from

continuing to deteriorate, Unfortunately, however, such a task requires

/that our
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that our standpeoint be given falr consideration by the countries dominating
world trade. Qur efforts ére still not enough, since at the most we have
manazsd to make ourselves heard at internstional conferences,

As we said at Geneva, and repeated at Lims, Asuncidn, and again at
Rio de Janeire, it is imnerative that reassonsble and fair nrices be obtained
for cur export commodities if the internsl development efforts are to be
fruitful,

One specific desire was made to prevail at the United Nations Conference
on Trade and Development wien I had the honour to state that the Central
American countries advocated the establishment of a new system of
international economic relaﬁionships, based on {foreign trade patterns that
would correct the factors conducive to stagnation in the countries producing
raw materials; the adoption of a new concertion of the prineiple of
reciprocity and of the amplication of the wmost-favoured-nation clause,
under which tie concessions granted by the industrialized countries should
not entail the granting of reciprocal benefits by countries at a less
advanced stage of development, nor that such concessions - or those granted
betwesn the developing countries themselves - should necessarily be extended
to the more advanced countrizs,

The need to present a solidly united front in our relations with
other countries is most obvious in the case of internctionel cormodity
agreements, At Geneva we sunported the conclusion of these agreements and
we stlll believe that they are desirable instruments of international
economic policy, But the vositien adopted by the major world economic
interests has thrown into relief the imperative need for Central America to
present its foreign trade problems on the basis of a cormon platform‘and
to unite in defending its own interests, which have never been, ncr ever
will be, nrotectad by the major nowers, Experience has shown that we must
face this faect and that we cannot do so individually.

I do not consider it out of place to recall a single example on this
occasion. The right to vole, and therefore to be heard, does not exist for
the medium~sized and smail countries in the case of the International Coffee
Agreement, since notwithstanding the fact that there are over fifty signatory
countries, only the unilateral decision of three of them can resolve a given
situation,

/The esxmlicit
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The explicit and inevitable recognition of the need to establish solid
and éver closer economic ties between the Central American common market and
other friendly countries or groups of countries clearly shows that our
integration movement, rather than an instrument of economic isolation,
constitutes our best means of reorganizing Central America's relations with
other countries with a view to its effective and constructive participation
in the evolution of the world econcmy. '

This will unouestionably be one of the common market's main tasks
in the next few years, since, in addition to the inc"easin"ly urgent nature
of the external econocmic proglevs, it is as well to remerber that in the
formation of the common market it wes essential for each and all of the
Central American countries to reduce the écope of the rreviously existing
trade policy, for the scke of the organic unity of tle free-trade area and
of the cormon import tariff,

Admittedly, the present Central smerican treaties in force contain
no provisions legally obliging_the coﬁntries of the ares to conduct their
trade nolicy in lige with the adoption of concerted action by the five
countries on a purely repwdnal basis, But it is equally clear that the
clauses aimed at wreserving the organic unity of the common market at all
times have practically reduced the score of unilatzral action to the
conclusion of treaties invoking the most=favoured~nation clause,Asubject
to the Central Américan'exemption ¢lause, These treaties, as shown by
experience in the developing countries, are of little value in imvroving
the conditions under which our foreign. trade is evolving.

On the other hand, as opposed to the litile that each country can still
do on its own in this {ield, there are really broad opportunities open to
us if we pool our efforts in dealing wzth nroblems affecting us all, in terms
of commonly shared objectives,

A common trade poliecy has, moreover, the advantage of providing such
instruments as the uniform tariff, which are integration instruments proper
and in no circumstances can be used indivicdually by the Central American
countries. Thése instruzents are of fundamental importance in foreign

trade negotiations.
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Accordingly, Central Anericals trade volicy should develop, in the
future, along the lines of concerted action adopted by the five countries on
a purely regional basis,

I may state that this year will witness the accomplishuent of the first
tvwo integration aims: free trade and customs tariff egualization, which are
the basic elements of the Central American common market. A great deal still
remains to be done as regards the implementation and immrovement of economic
policy in the fields of industry, trade, investment, defence of our balance
of payments and other sectors covered by the integration programme.

However, even if ve have some achievements to our credit, we must not
let ourselves be dazzled by the initial successes, At this neeting it will
be necessary to focus attention on the shortcomings discovered in the systém
and on an analysis of our own mistakes. Only thus, by adopting a critical,
objective and impartizl arproach, can we remedy the shortcomings of the
programme and, by carrying it to a phase of renewed vigour, obtain a more
accelerated economic and social develomment in the Central American countries
and the means to sclve the major problems confronting them.

Among these major problems, we should not conceal the fact that a large
segment of the Central American population lacks the nurchasing power to be
considered a real sector of consumption of goods and services in the common
market, Therefore, it is necessary to co-ordinete and strengthen the
national and regional policies almed at improving the income of that
population group so that it can enjoy to the full the benefits deriving from
integration and, at the same time, consume increasing quantitites of Central
American agricultural and industrial products, In this way regional demand
would rise sharply, and this would result in the exransion of production
activities and of enterprises with higher scales of production and better
prospects of raising productivity and successiully meeting world comnetition.

| Our evaluation should also embrace the essential elements of the policy
to be adopted, vhich should include arong its immediate and realistic
cbjectives the customs union, which we are getting closer to, and the monetary
union, which is as necessary as it is feasible in the next few years. It
should also cover the establishment or reinforcement of regional agencies with

decision-making powers recuired for the prograzme's proper implementation.

[Meae dnastitutional
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These institutional reforms will consolidate the common market, open up new
prospects and help substantially towvards attaining the finel aim of adecuately
institutionalizing the Central American cormunity in line with the just

desires of the Central american nations.

/Annex 3
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Annex 3

ADDRESS DELIVERTD BY MR, CARLCS MalUEL CASTILLO, DIZIZCTCR OF
VE BECLA ILIICC CFFICZ, &T TUE CPUNING MEETING CF
THE WINTE SE3SION COF TUE CENTRAL AMERICAN
ECONOMIC CO-OFLRATION CCMITTEE

The meeting that is about to begin is not merely another event in
the chain of our acitivities, It represents the culmination of a whole
process which the five Govermments and their integration agencies have been
engaged in for months, that of evaluating the progress of the common
market five years after its establishment, The meeting therefore provides
an oﬁportunity to examine the present situation of the multinational
movement ; analyse the problens that have arisen in the course of its de
development, establish specific guiding principles for promptly and
adequately solving those problems, and draw up a future programme of
action through which tie Central American countries can attain higher
levels of integration and development,

For those of us who have devoted our efforts to the aims oursued
by the United flatlons and, in partieular, who have striven to bring about
Ceitral Amsrican unity, it is highly gratifying to note the profitable
and fruitful vrogress made since, in 1951, the Goverrments decided to
give impetus to this co-operation movement, and to see that what was
before an ideal and later merely a set of legal texts, is now a real
and irrevocable process which is more and nmore firmly rooted in the daily
evolution of the five national systems.

But we have not come to Guatemala to dwell on our achievements,

It is precisely in the calm certainty of a job well and enthusiastically
done that the process of evaluating thie cormon market has been -~ and

should continue to be - directed along the lines of an analysis of pending
action and towards the attaimnment of objectives that are still unfulfilled.
It is already clesar that, as regards the advances made by the Govermments

in the common effort, the work thet lies ahead does consist not so much in
working out concepts in relation to the aims pursued on the substantive side,

but primarily in putting into practice the concepts that have been clearly

/specfied in
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specified in previous years. In this resnect, the mresent stage is
essentially devoted to consolidating the basic framework of the common market
and to paving the way for its ultimate transfermation into a complete customs
union,

It is a source of deep concern to us all that it has so far proved
impossible to promote the developnent of one of the member countries
sufficiently to satisfy its basic needs within the context of Central American
equilibrium. This is one of the chief problems that will necessarily claim
the attention of the Ministers of Economic Affairs on this occasion, with the
object not of arrivinz at theoretical definitions of balanced development
among countries, but of formulating guiding principles and adopting pragmatic
measures that will guarantee a reasonable distribution of integration
opportunities in each and all of the merticipating countiries,

Although the criteria governing this aspect of the integration movement
will have to be applied in the various activities and prograrmes concerned, |
balanced development is only part of the problem. From a broader standpoint,
the problem of integration today lies in the inescapable need to lose no
time in transforming Central America's traditional mpattern of growth by
turning to account all the opportunities afforded by the common market,
Whether we like it or not, the solution of this protlem necessarily involves
regional industrialization, understood as a far-reaching reorganization of
the production baszs of society in these countries, IEven the development
of agriculture = which now aad in the future must continue to be a predominant
activity throughout Central America ~.could not be achieved, or even conceived,
except in terms of an intensive growth of the manufacturing sector, In this
respect, the need coasciocusly and deliberately to stimulate the development
of the common market, through regiocnal public works programmes and the
co~ordination of agricultural and industrial policies, seems to be the most
important task., In terms of specific accomplishments, the common market
has hitherto been primarily a means of stepping up the activities which we _
knew were going ahead already in Central America since before its establishments
and, in approaching full legal and institutional operation, it has not yet
gone very far in the process of transforming the economic pattern in these

countries, a process which is not only its raison d'étre but also the best

safeguard for its future survival,

IMia avs atarnma
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The existence of'fhese-problems and the hitherto inadequate efforts
to solve them are a source of legitimste concern to the five Governments and,
to the regional integration agencies., However, the countries with problems of
this kind today are fortunate, because rather than defining the unchanging
picture of stagnation, they are the truest reflection of the existence of
a real opportunity for grewhh, instead of the frustration cf a vicious cirele
of under~development ,

It should be noted that all these problems will have to be solved
within a new context of integration, of an opposite sign to that which has
characterized it in the earlier stages. The inexorable advance of positive
and negative developments over which Ceutral America has no decisive
influence forces us to see more and more clearly that the area’s integrated
development will have to take place within the context of a growing
interdependence with other countries and groups of countries,

This is neither stramge nor contrary to the aims of the Central American
multinational movement, where it has always been plain that the common
market would be invaluable as a basis for the more intensive participation
of these countries in world trade and the international economy. But the
pace of events affecting them from abroad and the very needs of the internal
system are precipitating this process,

It is therefore of the utmost importance that Central America should
intensify the part it plays in activities at the international level, not
conly in the international agencies engaged in promoting the reorganization
of the multilateral trade system, but also in the monetary agencies where
a solution is being sought to the problem of liguidity and the shortage of
means of payment, and the institutions promoting Latin American integration,
It is common knowledge that the solutions or proposals put forward are not
all entirely in Central Anerica's interests., DNor, for well-known reasons,
could the five countriest! active participation in these matters necessarily
be expected to produce the most desirable solutions, But it does seem
reasonable to state that such intervention would provide the best chance
of their interests! receiving an acceptable measure of consideration of
leading to the establishment of measures consistent with their own needs

and those of the developing countries in general,

/It would
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It would be a mistake to think that the extension and recrganization of
our relations with the rest of the world related only to the promotion of
trade and of capital income, Economic questions play so preponderant a role
in present-day affairs that we sometimes tend to lose sight of the fact
that the centres and periphery also define fundamental rezlities in the
field of policy and culture, In this respect, integration has come to
lay the material bases and is beginning to result, as the Minister of
Economic Affairs of Guatemala so aptly put it, in a new Central American
nationalism ~ similar perhaps, and only apparently paradoxically, to the
movement to win freedom of cver a centuyy ajgo - which, céﬁstructive1y~guided,
would make it possible for these nations to take full part in wrld
movenents, '

These cénsiderations;bring to light the complex nature of the combined
play of internal and external faétors which will be influencing the.
development of integration in the ensuing stages. Because, although the
strengthening of links with other countries offers ﬁnlimited opportunities,
their fulfilment entails new and more challenging reqﬁisites than those
that would have to be met in an isoclated development process conducted on
a smaller scale, ‘ - ' -

It is thérefore all the more necessary to effect the reforms which the
Latin American cowntries undertook to promote four yéars agos. Verious
circumstances, including the want of feasible proposals‘to that end, have
had the effect, in many cases, of postponing or relegating them to second
place. This state of affairs cannot but have unfavourable consequences, such
as the existing economic and social situations which are currently at
 issue and should not be ignored, In‘the case of Central America, it is clear
that those reforms relate not orly tS the objectives of eradicating poverty,
ignorance and disease in an internal sense, so to speak, but also to. the
fact that the ‘enjoyment of deveIOpment-opportunities and the shouldering
of responsibilities deriving therefrom by the 12 million inhabitants of the
area are an essential requirehent if for the profitable linking up of the
regional unit is to be profitably lirked up with~ather countries and groups

of countries,

/The course
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The course of Central America!s history has not been smooth, but the fact
remains that the generations which in the past held the destinies of these
countries in their hands were capable of developing the economy which is
sustaining the present generations. If we look beyond the immediate and
transitory circumstances, it is up to the latter to leave the future
generations a new and solid base on which to continue that progress.

In the face of the growiﬂg inadecquacy of past systems and ths trends
manifest in other parts of the world, integration is the only way out. In
this respect, and in the light of the practical experience which must serve the
Economic Co-operation Committee as the noint of departure for its present
discussions, the measures already adopted by the Governments have had the
outstanding virtue of establishing a sharp contrast between five countries

in a chronic state of stagnation and a single unit with hope for the future.

Jhrmex 4
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Annex [

LIST OF STUDIZS AND DOCUWFNTS PREPARED SINCE THE EIGHTH SZSSION.
OF THE CENTRAL AMIRICAN ECONCMIC CO-OPEZRATION COMMITIEE

Central American Econmic

Co-operation Commitiec
E/CN.12/672

Trade
E/CN.,12/CCE/SC,1/88

E/CN,12/CCE/SC.1/89

Statistics
B/CN,11/CCR/SC .2/ 65%

E/CN,11/CCE/SC 2/ 66%

T/CN.12/CCE/SC 2/ 67

E/CN,12/CCE/SC, 2/ 68

E/CN,12/CCE/SC .2/ 69
FAQ/CAYS/ 60/1

E/CN,12/CC8/S6.2/70
FAQ/CAIS/60/2

Cut of stock,

Report of the Cantral American FEconomic
Co-operation Committee (13 December 1960~
29 Janvary 1963)

Nota conjunta de la secretaria de CEPAL
v S3IEC. sobre el Anteproyscto de

Cédigo Aduanero Uniforme Centroamericanc

Observaciones de los gobierncs centro-
americanos al Anteproyecto de Cédigo
Aduanero Uniforme Centroamericano

Coordinacidn de las estadisticas agrope-
cuarias continuas entre las naciones
del Istmo Centroamericano

Resumen de los resultados de una encuesta
sobre precios recibidos por los preductos
agropecuarios en las naciones del Istmo
Centroamericanc

Estadisticas de precios recibidos por
los productos agropecuarios

Situacidén actual del programa centro-
americano de coordinacidn estadistica
(Nota conjunta CEPAL/SIECA)

Estado actual de las estadisticas agrope-
cuarias continuas en las naciones del
Istmo Centroamericano

El desarrollo del programa de coordinacién

de estadisticas agropecuarias de las naciones

del lLstmo Centroamericano

/Coordinacién de
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E/CN,12/CCE/SC 2/ 71
FAQ/CAIS/61/1

B/CN.12/CCE/SC.2/ 72
FAQ/CAIS/62/2

E/CN,12/CCE/SC.2/75

E/CN.,12/CCE/SC.2/76

E/CN,12/CCE/SC.2/77

E/CN.12/CCE/SG .2/80
FAQ/CAIS/63/7

E/CN.12/CCE/SC.2/a1 ™
FAQ/CAIS/63/5

E/CN,12/CCE/ SC.2/83/Rev,1

E/CN,12/CCE/SC .2/ 84/ Rev,]

E/CH.12/CCE/8C .2/ 86*

E/CN,12/CCE/SC.2/87/Rev,1

E/CN,12/CCE/SC.2/89

Transport
E/CN.,12/CCE/SC.3/8
E/C%,.12/CCE/SC.3/18

E/CN.lé/GCE/SC.3/19

Out of stock.

Coordinacidn de las boletas del censo
agropecuario de los pafses del Istmo
Centroamericano

Coordinzcidn de las estadisticas de
destace del ganado en los paises del
Igtmo Centroamericanc

Modificaciones que se propone introducir
en las normas intermacionsles paca la
preparacién’ de estadisticas industriales
bésicas

‘Proyecto de propuestas para el programa

mundial de encuestas industriales bdsicas

de 1963

Valuacidn de mercaderias que entran en
el comercio exterior

Programa coordinado de encuestas agropecuarias
para los paises del Istmo Centroamericano

Programa para el mejoramiento de las
estadisticas forestales y productos forestales

Informe de la segunda reunidn del Grupo de
Trabajo de Estadisticas Agropecuarias

Coordinacidn de las Estadisticas industriales
en Centroamefica y Panamd (Nota conjunta
CDPAL/SIECA/Misidn Conjunta)

Problemas y sugerencias en relacidén con
el levantamiento de los censos econdmicos

Informe de la tercera reunidn del Grupo
de Trabajo sobre estadisticas industriales

' Bases para la formulacidn de un programa
-integral de estadisticas para los paises

del Istmo Centroamericano

" Nota de la Secretaria
 Sistema de navegacidn lacustre y fluvial

entre Costa Rica y Nicaragua

~ Adaptaciones técnicas de construccién y

disefic de carreterzs a las condiciones
¥ necesidades centreamericanas

/5. Housing
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E/CN,12/CCE/SC 4/14/Rev,L ¥

E/CN,12/CCE/SCL/15*

E/CN,12/CCE/ SC.4/19
E/CN,12/CCE/SC L/ 26

E/CN.12/CCE/SC.4/27

B/CN,12/CCE/SC .4/ 28
E/CN.12/CCE/SC .4/ 29%

E/CN,12/CCE/SC 4/ 30%

E/CN,12/CCE/SC.4/31%

E/CN,12/CCE/SC 4/ 32%

Electric power developnent
E/CN,12/CCE/SC.5/9

B/CN,12/CCE/SC,5/10

E/CN,12/CCE/SC.5/11
TAO/IAT/ 40O

E/CN,12/CCE/SC.5/12
TA0/LAT/41
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Informe del Grupo de Trabajo sobre coordi-
nacidén modular en vivienda

Industrias o establecimientos que fabrican
materiales de construccidn en el Istmo
Centroamericano

‘Situacién actual y muevos canoos de la

coordinacidén regional de los programas de -
vivienda en el Istmo Centroamericano
(Nota de la Secretaria)

Propuesta para el estudio de costos de
construceidn de la vivienda en el Istmo

- Centroamericano con referencia a costos

preliminares de 1965

la programacién de la vivienda en el
esquema de la programacidn global del
desarrollo econdmico y social

Inforne del Seminario sobre programacidn

-de la vivienda

El financiamiento de la -vivienda en el
Istmo Centroamericanc

La programacidn de la vivienda y el
desarrollo urbano en la politica y los
planes de desarrollo.

Niveles arancelarios, regimenes de inter-
cambio establecidos en el Tratado General
¥ comercio exterior, para los principales
materiales de contruccién en Centroamérica

Proyectos de esfuerzo proplo y ayuda mutua
en Centroamérica

Estad{sticas de energia eléctrica en
Certroamérica y Panamd, 1960 y 1961

Nota de la Secretaria, Desarrollo
coordinado del sector de energia eléctrica
en el Istmo Centroamericano

Desarrollo combinado de los sistemas
ecentrales de Bl Salvador y Honduras

Desarrolleo combinado de los sistemas
eléctricos de Chiriqui (Panamd) y
Golfito {Costa Rica)
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E/CN,11/CCE/SC.5/15 *

E/CN,12/CCE/SC.5/31
TAQ/LAT/45

E/CN,12/CCE/SC,.5/32
TAO/LAT/ 49

Agricultural development

E/CN,12/CCE/SC.6/2
FAQ/CAIS/ 64/ 5

E/CN,12/CCE/SC,6/3
FAO/CAIS/64/8

E/CN,12/CCR/SC.6/4
FAQ/CLIS/6L/6

E/CN,12/CCE/SC.6/5
FAO/CaIS/64L/7

E/CW,12/CCE/5C.6/6

Population
E/CN,12/CCE/333
TAQ/LLT/ 5L
Other studies
E/CN,12/CCE/308

E/CN,12/CCE/309

E/CN,12/GCCE/312

Out of stock,

Proyecto para el Establecimiento de una
red regional de estaciones hidrométricas
e hidrometeoroldgicas

Sistera uniforme de cuentas para empresas
eléctricas

Desarrollo combinado del sistems pacifico
de Micaragua y del sistema central de
Costa Rica

Desarrollo del sistema eléctrico central
de Guatemala

Informe sobre los trabajos realizados en
el sector agropecuario dentro del programa
de integracidn econdmica del Istmo Centro-
americano -

Actividades de la politica agropecuaria
en los paises centroamericancs

El mercado comin de productos agropecuarios
en Centroamérica

Estado actual de la produccidn y el mercado
de granos en Centroamérica

Estado actual de la investigacién agrope-
cuaria en Centroamérica

. Aspectos demogrdaficos ¥y socioecondmicos

del drea metropolitana de San Salvador

La eventual participacién de Panamd al
mercado comin cenbroamericano

Estudio scbre la posible incorporacién .
de Panapd al mercado comin centroamericano

Informe del Seminario de Clasificacidn y
Administracidén Presupuestarias en
Centroamérica y Panamd.



