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PRELIMINARY NOTE

At its seventh session, held et La Paz, Bolivia, from 15 to 29 Kay
1957, the Eccnomic Commission for Latin America adopted resclution
117(VII) (E/CN.12/458), the text of which is as follows:

REPORT ON PAYMENTS AND THE HEGIONAL MARKET TO GOVERWMENTS
AND TH" ECONOMIC CCNFERENCE OF THE ORGANIZATION CF
AMBRICAN STATES
(E/CN.12/458)
The Economic Commission for latin America,

Considering:

(a) That, in August 1957, an Inter-Americar Economic Gonference,
convened by the Orgaanization of American States, is to be held in the
city of Buenos Aires;

(b) That ons of the items on the agenda for this conference is
the "promotion of inter-Latin American trade";

(e¢) That ECLA has made considerable progress in this field
through its Tradse Coumittee, the Central Bapks Workirng Group on &
Multilateral Payments System, and several studies carried out by the
secretariat;

(d) That, in conformity with resolutions 31(IV), 70(V), 106(VI)
and 107(VI), on co-operation and co-ordination of the work of ECLA
and the Inter-American Beonomic and Sociel Council in their respective
spheres of activity, it is highly advisable to avoid duplication of
effort or of expenditure;

(e) That, consequently, it is from every point of view desirable
that a compiete report on the work carried out and scheduled by ECLA
in the same field vp to the date of the aforeszid conference be
presented to the countries participating therein,

Decides that, for purposes of information, the ECLA secretariat shall
Transmit to the secretariat of IA-ECOSOC for the aforesaid Economic
Conference of the Organization of American States, and, in advance, to
the Governments of the counvries participating therein, a full report
on the studies carried out, undar way or scheduled up to that date

in relation to the problem of payments and the possibility of creating
a regional market in Latin America, with a view to co-ordinating the
efforts of ECLA and IA-ECOSOC and preventing the aduplication of their
activities;

Declares that it would view with satjsfdctjon any c¢o-operation that the
secretariat of IA~ECCSOC might extend to the =CLA secretariat in
proceeding with the studies on inter-Latin Americarn trade.

/Pursuant to
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Pursuant to this resolubtion, the secretariat nes prepared the present
report outlining the work on the problems in question carried out since
1950 and at present under way. The annexes contain all the resolutions on
inter-Latin American trade adoptod by the Commission at its seventh
session, together with the report of tie Rapporteur of Comvittee I, which
gives an account of the proceedings and of the conclusions reached in the
course of the discussions. An outlire of the organizatlion of ECLA's work
in the field of trade, and a chronological review of the most important
activities undertaken, are also appended. In addition, a separate document

is being distributed for inforuastive purposes, i.e., the Report submitted

to the Trade Committee by the Central Bonits Workins Group on o Multilateral
Paymerts System (IT/CN.12/0.1/%G.1/5), which is the outcome of the session
heid by the Group in guestion at Mentevideo, Uruguay, from 29 April to

10 Kay 1957.%

The ECLA secrebtariat has the honour to submit the information

assembled in these decuaents to the Governments participating in the
Inter-American Economic Conferencz at Buenos Aires ard to the secretariat
of the Inter-American Economic¢ and Social Counicil, ond takes the present
opporturiity of exoresaing the hope that this meterial will provide

adeguate evideince of the iluportance invariably atbtached by the Commission
to studies on inter-latin American trade, of the considerable effort that
it has long been and still is making in this connexion, aand of the support
given by the delegations present at the seventh session to the work of

the ECLA Trace Committee and of the agencies in which the member Governments
participate. The pertinent resolutions adopted at iz Paz are in themsclves
sufficient proof of the Governments' interest, aund their recommendations

constitute the best incentive to tha secretariat's endeavours.

¥ For further information, see the study entivlec inmter-ietin American
trode: Current problums (E/CN.12/423), United Naiions mublication,
Sales No.:1957.11.G.5, which comprises the report of the first session
of the Trzde Cormittee and the studies discussed on that occasion.

/It is
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It is the secretariat's belief that this report, submitted to the
Inter-American Eccnomic Conference in conformity with the express
instructions of ithe menber CGovernments at the session in La Paz, may
contribute to a better undersianding of tlie provlems of inter-Latin
American trade, besides calling the attention of the Governments
represented at the Buenos Aires conference to the work carried out in
this field by ECLA and the subsidiary agencies specifically created te
deal with such cuestions. In transmitting the report to the seeretariat
of the Tnter-American Economic and Social Council, BECLA is merely
reaffirming its traditional desire that the activities of the tuwo

organizations be conducted on 2 basis of co-operation and co-ordination.

/I. CJILINE
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T. CUTLINK OF WORK CARRIED OUT AND UNDER WAY

1. Inmtroduction

In compliarce with & resolution of the Zconomic Commission for
Latin America, the secretariat is engazing in a series of activities
relating to inter-Latin American trade. The varicus siudies on internatlonal
trade - some of a theoretical nature and others pursuing mere immediate
ends - that have been presented at successive scssions of the Commission
bear witness to the secretariat's unfailing interest in the subject. Nor
could it bhe otherwise, in view of the pre-sninent part played by loreign
trade in the economic development of Latin America. The work tnat lies
shead of the ECLA Trade Committee will undcubtedly be facilitated by the
light shed on such problems ir the studies already carried out.

QObservation of the circunstances attending Latin America's economic
developnent in rscent years, particularly as regards the external
vulnerability of the economies of the region, is pregressively strengthening
ECLA's conviction of the urgent need to promote inter-latin American trade.
The only way of ensuring a steady flow of supplies to satisfy future
requirements of intermediate products and capital goods, vitally important
as they are in the present phase of increasingly intensive industrial
expansion, is by means of a grester effort to produce these essential
goods within Latin America itself. Such an effort, however, entails the
undertaking of industrial activities which call for conplex techniques,
high capital density and large markets.

The difficulties thus arising can only be overccme by the expansion
of inter-Latin American trade and the more complete integration of the
region's economies, through co-operative effort in two directions. Cne
target is the gradual liberalization of the bilateral paymerts system;
the other, thz organization of a regional market. A number of obstacles
will undoubtedly have to be surmounted before these objectives can be
attained. Nevertheless, the interest displayed in this comexion by the
Governments members of the Commission at its last session seems to warrant
the belief that results will ultimately be achieved which will benefit

both the Latin American economy and the world as a whole.

/There is
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There is no reason why a regional marxet or paymenis agreements
should have zn adverse effect on trade between the Latin American countries
snd the great industrial centres, since the facteor that determines the
volume of such trade is Iatin America's capacity to import, and this
would not necessarily decline with the growth of intra-regional trade.

The structurc of Latin America's imports will no doubt undergo a change,

in the sense that a larger proportion will be represented by the more
complex types of capital goods, brought in to meet the demand created by
increasing industrialization. The crux of the problem lies in the fact
that if the regional market is not established, each country will attempt
to reach a new and more complicated stage of the import substitution
process on the basis of its own resources, with ail the attendant drawbacks

deriving from the inadequate size of the various national markets.

2. The Trade Committee

The most recent antecedent for the activitics of the Econcimic Commission
for Latin America in connexion with the promotion of irnter-Latin American
trade dates back to the sixth session held at Bogetd in Aupgust-September
1955, 1In a resolution adopted at that time,l/ the Commission set up a
Trade Commnittee, on whica all the member countries weye represented, for
the purpose of "intensifying inter-Latin American trade - without prejudice
to the expancion of trade with other rezions and mindful of the fundamental
necessity of increasing over-all world trade - through & seolution of the
practical problems which hamper or delay such trade and the preparation
of bases to facilitate trade negotiations",

The secretariat had carried out a series of studies laying the
nzcessary foundations for an objective appreciation of the inter-Latin
American trade Situation,g/ en which the Bogotsd resolution recommended that

any specific measure to organize and promote such tirade should be based.

1/ Resolution 1OL(VI) (%/CH.12/410).

2/ The most important of these are Study of the prospects of inter-Latin
American trade (southern zone of the region) (L/CN.12/3CL/Tev.2),
United Nations publication, Sales No.: 1953.I1.3.4, and Study of
inter-Latin American trade (E/CN.12/369/Eev.1l), United Nations
publication, Sales No.: 1956.1I1.G.3.

/In these
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in these studies a ccmprehensive picture of the field slready covered by

the bilateral trade system in Latin Amerieca and of the motives that had
determined the adontion of such a régime was presented for the first time.
The bilateralism in guestion had been forced upon 2 number of Latin American
countries by a set of adverse circumstances, outstanding among which was

the shortage of convertible foreign exchange in the region. The introduction
of the system represented a means of protecting traditional intra-regional
trade and preventing it from progressively contracting. It was therefore

the effect and not the cause of the existing trade difficulties, especially
where payments are concerned.

Nevertheless, this trade system has the serious drawback of obliging
every country with a heavy or chronic deficit in its bilateral accounts to
take discriminatory action ag a:.nst imports from the creditor country and
to confine the volume of trade within the limits permitted by its own
exports. Another implication is the more or less compulsoery inelusion in
trade transactions of comnodities whose real prices are not competitive.
Over-pricing becomes inevitable, and this practice is aggravated by the
efforts made to even up imports and exports in each bilsteral channel.

It was to discuss the persistent disegquilibrium of which the systam
of bilateral accounts was & symptom and to seek possible solutions that
the Trade Committee met for the first time;éf Preliminary studies of the
items on the agenda were prepared by the secretariat zrnd an ad hoc group
of experts which it had appointed to visit the seven Latin American ccuntries
playing most part in intra-regional trade.é/

It became clear from the discussions at the first session of the
Trade Committee that the Latin American countries were acutely aware of

the need to devise specific formulze whereby inter-Iziin American trade

3/ The first session of the Trade Committes was held in Santiazo, at the
headquarters of the Commission, from 19 to 29 November 1956. See the
relevant report in the document entitled Inter-Latin American trade:
Current problems (E/CN.12/423), United Nations puslication, Sales
No.: 1957.11.G.5.

4/ See in particular Payments and Trade in Latin America (IT/CN.12/C.1/3);
Inter-latin American commodity trade in 1954 and 1955: Situation and
prospects in 1956 (£/°N.12/C.I1.5) and Paymenis ard the regional market
in inter-latin American trede (&/0N.12/C.1/l,), all of which are included
in the document cited in footnote 3 above (i/CN.12/423).

/might be
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might be gradually stecered in the direction of multilateralism. The
urgency of this need was all the more apparent, inasuuch as particularly
significant developments were taking place at the time, In the first place,
there were signs of incompatibility between the exchange reforms introduced
in szveral countries and the conduct of intra-regional transactions through
the existing bilateral channels, with the consequent unfavourzble effects
on the volume of trade. Secondly, lLatin America's trade with Rurope was
taking a marked turn towards multilateralism, theough the limited-
convertibility systems known as the "Hague Club" and the "Paris Club",

in which Brazil and Argertina, respectively, were associated with the most
important of their European customers. As a preliminary step towards the
subsequent adoption of morz far-reaching measures, it was felt that it
might be possible to revise and, up to & point, to standardize the various
payments agresments in force in Latin America, with a view to facilitating
the establishmert of a system of voluntary transfers of balances among the
clearing-accounts countries.

As a guide to the Trade Committee and the secretariat in their future
activities, a resolution was adopted inviting "the Clentral Banks, or,
secondarily, tne appropriate monetary authority in those Latin American
countries that maintain bilateral agreements among themselves, to set up
a Working Group which would study the possibilities of gradually
establishing a multilateral payments régime and would suggest the mcasures
best calculated to achieve that end“.s

The Central Banks Working Group on a Multilateral Fayments System

recertly held its first session, at which several studies presented by

5/ Resolution 1{(I) (%/CN.12/C.1/8).

/the secretarizt
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the secretariat were analysed.é/ The Group adopted resolutions of supreme
practical importance for the purposes of gradual fransition from the
present strict bilateralism to-a muitilateral system. Some furtaer details
of these resolutions will be given later.

The measures that are thus being applied to liberaiize trade through
the introduction of a multilateral systém for the settlement of balances
are also aimed at establishing conditions which will ultimately favour
the building-up of a regiocnal market in Latin America, a project to which
thought has already been given by the Trade Commititze, In order that
this complex question might be carefully considered, the Trade Cormmittee,
acting on a recommendation of the ©d hoc expert group appointed by thae
secretariat to study inter-Lztin American trade and payments problems,z/
decided to request the secrctariat to carry out preliminary studies and
convene a Regional Market Expert Group to deal with ths matter in
collaboration with its own staff.§/ The function ¢f this Group of IZxperts,
which would have at its disposal background data provided by the secretariat,
would be to define the characteristics of the regional warket, study its
possibilities and projections and submit recommendations to the Trade
Committee on basic principles and procedures for its establishmeni;. The
secretariat studies are already under way and a detailed report on them is

contairied in the present document.

é/ The sessicn was held at Montevideo from 29 Avril to 10 may 1957, and was
attended by representatives of the Central Banks - or eguivalent
authorities ~ of Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador,
Paraguzy and Uruguay, these being the Latin American countries among which
bilateral payments agreements are in force. Sce the Report submitted to
the Trade Committee by the Central Banks Weeking Group on a dMultilateral
Payments System (Seventh session, Conference Room Paper No.]jfb The
following documents were presented at the meeting: Coupensabion of balances
in inter-Latin Aierican trade (E/CN.12/C.1,/%G.1/1); Registration of
operations transacied through inter-latin American clesarinz accounts and
exchange of comparable data (3/CN.12/C.I/W:.1/2); and Pases for a draft
standard agreement on a payments régime (E/0N.12/C.1/WG.1/%). A1l these
studies are reproduced as annexes to the documeri Frogress report by the
secretariat on the work of the Trade Committec {i/CN.12/439), presented
at the seventh session in La Paz.

7/ See "Payments and the regional markeb in inter-iatin American trade', in
inter-Tatin American trade: Current problems, op.cit., pp. 93 et seq.

8/ Szc¢ resolutions 2(I) and 3(I), respectively.

/bt its
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At its seventh session, the Commission adopted the resclutions approved
at the first session of the Trade Committez in relotlion both Lo psyments
and to a regional market,g/ took note of the results achieved at the
first meeting of the Central Bsnks Working Group 10/ and recommended that
the secretariat should continue and intensify, along the lines alrezdy laid
down, the studies and activities necessary for the autainment of the ends
pursued with respact to the orientation and espansion of trade in Lstin
America, as well as to the building—ﬁp of a regional market.

In this connexion, mention must =ziso he macde of BCLA's work in Central
America, where it has collahorsted w~th the Governments of the arez in the
Central American Economie Integration Progromme, based mainly on the
expansion of trade among the countries concerned arnd the creation of a
regional market or free trade zone in Central Americia. 1In this dipectlion
definite progress has already been achieved.il/ The experience that ECIA
has acauired in the course of its active participation in the programme in

guestion is extremely valuable.

3. Trade in traditional commoditicg

Trade in those commodities - natural products, raw materials end
foodstuffs - which constitute a traditional part of tlie region's commerce
is also atterded by difficulties of its own. The seccretariat has for some
time been cirrying out a series of studies simed a2t ascertaining the rature
and scope of thesa problems.;g/

9/ See resclutions 115(VII) and 116(VIiI) respectively, in Annex II of this
report, as well as the ZReport of Committee I in annex I. For gensral
reference, cf. Annual report to the Beonomic and social Council
coverine the period 15 bay 1956-29 way 1957 /U i2/451 5.

The secretariat will submit these resuits to the coensideration of the
Trade Committee at the latter's seconl sessicr.

See (entrai American econoric integiration: DGV”lOpmeﬂu and prospects
“/UN 137_52 T United Mations pubLJCatLon, Sales We.: 1956.11.C. 4.

Apart from the relevont chapters in the studiss ecited in footnote 2,
attention should be drawn to "Inter-Lalin dmerican cammodity trade in
1954 end 1955: Situation and prospects in 1956" in Inter-Latin Americen

'EEE

Ltrade: Current problems, op, c¢it., pp. 49 et sca., on which the Committee's

discussion of this topic w#as based.

/Ti:e obstacles
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The obstacles to the intensification of intra-regional trade in
traditional commodities are nobt as a rale constituted by the inadequate
cutput or low productivity of the activities concerned, as in the case of
the monufactured goods which it is proposed to includs in the regional
market, but by certain difficulties hampering the expansion of trade.

They are mainly related to exchange, gquantitative and administrative
restrictions, to the under-quotation of units of account and the consequent
practice of over-pricing the products negotiated, to the frequently
prejudicial intepvention of statz enterprises and monopciies in commodity
trade and to the scnse of irsecurity deriving from the short duration of
the bilateral agrecments.

The Trade Conmittes discussed the total or partial removzl of such
that they should endeavour to pursue a policy of gradual liheralization
with respect to traditioral commodities, that such products should be
marketed at international prices and on terms similar tc these prevailing
for the region's trade with the rest of the world and that, as far as
possible, administrative procedures should be facilitated and certain
State import or export monopoiies elimirated. In the seme rssolution,
the Committee requested the secretariat to continue carrying out studies
on this aspect of trade and to extend them to other commodities.

At its seventh session, the Commission took note of the work of the
Trade Committee and of the above-mentioned resolution, and also recommerded
the secretariat to "continue and intensify its studies on inter-Latin
American trade, principally with a view (i) to suggestirg measures wherchy

ng
the aforesaid structural disequilibria in the balsnce-of-pavients situation
of some Latin American ccuntries may be remedied, (ii) to expanding trace
both within and outside the region at increasingily high levels, and

(iii) to expediting the transition towards greatér liberalization of trade

and 3 multilateral payments system".lg/

13/ Resolution 119(VII) (Z/CN.12/460).

/4. The iuropean
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4. The Furopean common market

As has already been pointed out, the introduction of a compensatory
payments system and the establishment of a regional rarket in Latin America
will not militate against the region's increasing psrticipation in the
world market, since the industrialization and eccuomic developmert of a
given area have never resulted in a reduction of its trade with the rest
of the world. On the contrary, such trade is likely to grow in conseauence
of the expansion of intra-rsgional commercc and of Latin America's
preductive activities on the basis of a sound multilateralism oper to
competition.

However, there are difficulties in the way of an increase in latin
America's exports to world markets, arising from ths course taken and the
characteristics displayed by the economic development of other regions,
and from specific events in this field, ocutstanding among which is the
creation of the Furopean commen market.;éf The possible repercussions on
Latin America‘s commodity exports and capital imporits that might result
from the incorporation of overseas territories, on a preferential basis,
in the European common market were provisionally analyssd in a recent
document.éé/ The Commission discussed this problem at the seventh session,
and in resolution 121{VII) recommended to the secretariat that it continue
to observe closely the economic integration of Turcpe and other areas, and
that it keep the member Governments supplied with the relevant information.
A further recommendation was that the secretariat should carry out studies,
on broad lines, on world market prospects for Latin American primary
cormodities, taking into consideration in particuler the conseguences that

may arise from the European common market and from cther similar projects.

l&/ This problem was previously analysed by the secretarint in a document
prepared in collaboration with the Economic Jormission for Europe and
the United Nations Food and Agriculturs Organisation, viz. Study of
trade between Latin America and Turope (E/CN.12/225), United iiations
publication, Sales No.: 1952.11.G.2.

15/ See Note by the secretariat on the possible repercussions of the
Luropean common markot on Latin American exports (BE/CN.12/449 and
Rdd. 1).

/The secretariet's
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The secretariat's current efforts in this field are directed not only
towards the revision and amplification of the above-mentioned document but
also towards the continuance of its studies on the world merket position

for Latin America's primary commodities.

/II. PEYMENTS
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TT. PAYIENTS SYSTEM

1. Transition townrds a multileteral system

The normal outcome of a multilateral trode and payments system is an
increase in tne effective yield accruing from foreign transactions; sucna
a system therefore helps te raise the standard of living and to expedite
economic development.

Wevertheless, the introduction of multilateralism in iater-Latin
American trade is impeded by payments difficulties, of which the most
serious is the shortage of convertible currency in the region. This
problem can be largely solved by the establishment of 2 multilateral
clearing mechanism. For such a device to function satisfactorily, the
participating ccuntriss would havs to be prepared %o apply & series of
co-operative measures, which would include ecusl guovntions for units of
account, liberalization of their recimrocal trade, acceptence of more
severe competition,and the gradual stabilization of each country's internal
economy. First and foremost, they would have to be willing to adopt, in
consultation and by agreement with the other countrizs concerned, such
monetary and exchange measures as ijere necessary %o preserve the balance
of peymenits within the region, without affecting internal eumployment levels.

Even if these pramises are fulfilled, certain structural features of
the domestic economy and reciprocal trade of tue Latin American countries
enhance the difficuity of establishing, over the short term, an automatic
system for the muliilateral compensation of balonces on such a pattern,
for instance, as is exemplified by the European Payments Union. The lack
of diversification in the intra-regional trade pattern, and the merked
year-by-year fluctuations in the volume of such tirade and the balance
deficit or surplus between each pair of czountiies, seb limits to the

!
possibilities for multilateral compensation. 1& A caraful analysis of the

16/ This basic aspect of the problem of inter-Latin American trade has
been continucusly studied by the secretariat. BSee in this connexicn
the following documents: Study of Inter-Latin Am"ican tradu, op. cit.,
chaptcr V3 "Payw uts and t:adﬂ 1n Ldtln Am@vlc'u G”'P" a“ly chuptnr

op.cit.; and Compennggoa of halarices in 1ntelr;ut1n Anev¢can trade,
op.cit., subsequently included (as Amnex I) in tae Progress Report by
the secrctariab on the work of the Trade Commitiee, op.cit.

/channels through
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channels through which inter-Latin American trade is conducted and of the
geographical distribution of the balances concerned reveals how difficult
it is to adopt the system uncer censideration, chiefly becavse tne original
causes of the proliferation of bdilateral agreements still exist, preventing
a rapid and easy transition towards mulvilateralism. These causes are of

a structural nature, springing mainly from the marked and persistent
disequilibrivm in the individual positions of the Lalin American countries.
The absolute and relative magniﬁude of such disequilibria wonld restrict
the possibilities of putting too ambitiocus a scheme {or multilateral
compensations into effect.

The introduction of a completely multilateral system must be approached
from a dynamic point of view, and in reiztion to the promotion of trade.
Only by closer co-operation hetween the interested countrizs in matters
of trade policy would it be possible to remove the underlyling cause of
the disequilibria referred to. Hence a gradual course of procedure is
advisable, whereby, through measures of trade and exchange policy, the
conditions most likely to favour the operation of a multileteral compensation
system may be progressively created, while at the same time the system
itself is being put into prsctice stage by stage. In other words, the
device by which the problem could be solved would be the adoption of a
clearly~defined trade policy, suited to the specific circumstances of the
Latin American countries and designed to permit the expansion of their
intra-regional exnorts - especially in the case of those which have
regularly shown debit balances in their inter-Latin American trade - as
well as to embrace a gradual process of transition towrrds multilateralism,

The probahle features of a trade policy thus adepted to Latin American
conditions are not as yet very clearly discernible, and will largely
depend on the experience acquired during the forthcoming ctages of the
work. Patently, however, all efforts directed towards plenning the
structure of a regional market and expanding trade in traditional

cormodities will form part of the policy in question.

/2. Ceghral
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2. Central Banks Workine Group

The time has now come for a rsbther more detailec account of the
procedure initiated by the Trade Committee and tne Certral Banks Working
Group, with a view to the gradusl establishment of a system for the
multilateral compensation of payments in Latin Americe.

The essential task confronting the session of the Central Banks
Working Group was to initiate the practical cpplication of the principles
laid dowm in resolution 1(I) of the Trade Cormittee in reletion to the
progressive co-ordinaticn of the bilateral clearing systems, as a
transitional step towards a multilateral pazyments régime. The methods
envisaged consist in the standardization of accounting procedures anc the
voluntary transfer of balances within the limits =f the swing credits,
The countries participeting in the Central Banks Working Group did not
consider it desirable, for the time being, to make these triangular
transfers auvomatic, since in some cases it might be difficult for a
debtor country to absorb the balances covercd by the transfers in a
manner satisfactory to the creditor country. because of the inflexibllity
inherent in bilateral trading methods. Balances ir cicess of the swing
credits must be transferred in foreign currency at the request of the
craditor ccuntey.

The practical measures adopled in this connexion have a bearing on
the points briefly outlined below.

{a) Standard payments azreement

Approval was given tc a standard payments agreement designed to impart
uniformity to the provisions of existing instruuents of this kind, and the
Latin-American clearing-accounts countries were recomuended to bring the
clauses of their current agreements into line with tine text of this model
or pattern. The significence of such a esolution lies inr the fact that
the adoption of common bases will facilitate intra-regional transfers of
balances and the {uture incorporation of each bllateral account in a
multilateral system.

The most important clauses in the standard agreement are those

establishing edual quotations for units of account and free United States

/dollars and
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dollars and the application of standard prices, whatever the moarket of
destination of the exporis ccncerned.}Z/ The aim of these provisions is
to facilitate transfers, and the extent to which such principles are
successfully implemented will obviously influence the practical scope of
the agreements, and, consecuently, the degree of Interest aroused by the
possibility of multilateral transfers.

(b) Onerational system for payments agpeements

The heterogeneity of the wmethods of operating payments agreements
applied by the various Central Banks constitutes a seriovs obstacle to
triangular compensation of balances. The Montevideo Giroup prepared, as a
supplement to the standard agreement, a standard banking procedure for
operations between Central Banks, or between thesc and private banks, with
respect to inter-latin American trade through clearing accounts.

(c) Bxchange of comparahle data

In order to render the transfer of balances feasible as a current
practice, the Working Group decided that the Central Banks of the clearing-
accounts countirics should exchange data, on comparable bases, whereby both
the current balance and the pecssible short-term svolution of each account
might be ascertained. This exchange was initistad at tine beginning of
the second half of 1957, the secretafiat having provisicnally accepted
responsibility for its operation, at the reguest of the Central Banks
Working Group.éé/ It will consist in the compilation and distrlibution of
certain data which each country declared itself prepurcd to supply forth-
with, under its own accounting system. At the begimning of 1958 a more
comprehensive exchinge of information will be instituvted, on the basis of
a common method of registration, also provided for in the resoluticns of

the Working Group.

;1/ These clauses represent the application of the priaciples established
in resolution 1(I1) of the Trade Committee.

;g/ The role of the secretariat will be thet of a clearing-house for the
data transmitted monthly by each Central Bank for distribution to the
rest. The secretariat will on no account mske any suggestions as to
the triangular compensations which can be sesn firom the monthly
statistics to be feasiole. These will be the suhjact of direct
negotiation betwoen the Central Banks concerned.

/This interchange
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This interchange of comparable data by the Central Ranks 19/ will
serve the threefold purpose of initiating practical co-operation among
the Banks in question with a view to the progressive co-ordination of the
accounts system; opening up the possibility of effecting transiers of
balances; and providing the statistics required for the secretariat's
continued study of the broader multilateral system to be introduced at
a later date.

(d) Technical study of the multilateral system

This study, the aim of which is to explore the prospects for the
ultimate establishment of a completely multilateral system, is being
carried out by the secretariat and constitutes the nztural secuel te the
latter's previous work on the same basic probiem. it deals not only with
the possibilities for muitilateral compensation witain the present
structure of inter-Latin American trade, but zlso with the nature of the
various technical formulae that might finally be adopted. The Montevideo
Group expressed satisfaction with the lines on which the secretariat had
planned this technical study, which it had been reguestad to undertske by
the Trade Committee, and at the same time pointed out that the experience
acquired during the next few months in the implementation of the Group's
resolutions might prove of decisive importance in the preparation of the
formulae to which it might ultimately be deemed advisable to resort,

For a better understanding of the significance of the triangular
transfers mechanism which is being established, one essential circumstance
must be borne in mind. Most of the bilateral-accounts countries do not
seem to expect any substantial improvement in their convertible-currency
situation during the next few years. Consequently, the revision of
extant agreements along standard lines, and the resultant transfers of
agreement-dollars from one account to another, will provide a means
~ perhaps the only means, in present circumstances - whereby the work of

breaking down the existing bilateral barriers may be begun.

;2/ At the seventh session of the Commission it was decided that the
same data should be transmitted every month to the International
Monetary Fund.

/3. Future
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3. Futvre phases of the work

In this context, the phases of the work that lie ahead, so far as

. the Central Banks or corresponding national authorities are concerned,
comprise, on the one hand, the practical operation of the limited system
of voluntary compensation of balsnces, with all the measures needful for
adapting the trade and payments instruments to the altered situation, and
the careful cbservation of the results of this experiment; and, on the
other, continued efforts to prenare and gradually put into effect a trade
policy designed to provide incentives for new activities and to raise the
productivity of those already existing, so as to diversify exports and
give an impetus to economic devslonment., A&As regardas the secretarlat, its
future work will follow the lines logically determined by the problems
previously described. 1Its most immediate task will be to prepare, and
assist in an advisory capacity, the second sessicn ef the Central Banks
Working Group, which will be held at Rio de Janeiro at the time deemed
opportune by the secretariat, in accordance with a decision adopted by
the Croup itsell szt Montevideo. The most important item on the agenda will
probably be the feasibility of a more complete system of compensation,
together with the techniques for implementing it, and the relevant
discussion will »e based on further technical studies by the secretariat,
some of which, in conformity with the Working Group's express decision,

are already in course of preparation.

J1TI. RAEGIONAL
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ITI. HEGIONAL MARKET

1. Resolutions adopted br the Trade Committee

The determination to set about planning the structure of a regional
market is a symptom of the Latin American countries' ever-increasing
awareness of the significance of their economic development problems.

This decision found expression in resolutions 2(I) and 3(I) of the Trade
Committee.

The first of these recommends to the secretariat that it proceed to
make an inventory of the existing Labtin American industries most affected
by the problems deriving from parallelism and idle capacity, with the
resultant anti-economic operational conditions, so as to determine
what measures are advisable in crder to remedy this situation. The second
resolution requests the secretariat to set up a group of experts and
co-operate with it in planning the possible structure of a regional market
designed to contribute to the development of Latin American industries.

The conclusions of the group of experts, together with the observations of
the secretariat and those received from the other international organizations
consulted, are to be submitted directly to the member Governments for their
consideration and comments., These conclusions, with the Governments'
accoumpanying comments, and, in addition, the secretariat studies requested

in resolution 2(I), will be transmitted to the Trade Committee for it to

take note of them and adopt an appropriate decision.

2. Justification of the regional marlket

During the first session of the Trade Committee, the need to
establish a regional market was vindicated from a nunber of different
points of view;gg/ OQutstanding among the argumsnts put forward were
references to the fact that the markets of the individual countries are
too small for each one to keep local industries operating under reasonable
productivity and cost conditions when they entail complex technigues

and a high investment coefficient. In certain cases where the stage of

20/ See the account of proceedings in Inter-Latin American trade: Current
problems, op. cit., especially pp. 12-13.

/installing heavy
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installing heavy or semi-heavy industries has been reached, the existence
of idle capacity is unavoidable, or work is based on such small production
series that the inadegquate utilization of equipment is reflected in costs
which are disproportionately high as compared with those prevalent in
countries traditionally engaging in this branch of production. In other
instances, the inducement to create a single market for a number of
countries was felt to be the possibility that heavy znd semi-heavy
industries for the manufacture of capital and durable consumer goods,

which do not as yet exist in the Latin Américan countries or are barely
incipient, mey be esteblished in the future, in which event heavy investment
would be called for as well as markets much larger than that of any
individual country in the region. Among the sectors to which these consider-
ations are chiefly applicable, mention was made of those mamufacturing iron
and steel, pulp and paper, motor vehicles and parts, ezuipment for railways
and ships and for the extraction and refining of petroleum, heavy chemical
products and equipment for various transforming industries. 1In all these
cases, as the Ad Hoc Group of experts'appointed by the secrstariat to
prepare for the first session of the Trade Committee suggested, "there are
many opportunities which would justify large-scele investment of foreign

or Latin American capital or of both - on a joint basis or otherwise -

if the availability of markets wider than those of the individual countries
allowed satisfactory standards of productivity to be maintained, without
the necessity of resorting to exchange manoeuvres and without the prospect
of having to endure the effects of idle installed capacity, all too

common to-day".gl/

Other important arguments were based on the distortion of investment
brought about in several countries of the region by the development of
industries as semi-monopolies and in anti-econoric corditions, under the
shelter of quantitative import restrictions indiscriminately applied

without reference to how far the industries thus protected were economic.

21/ See Inter-latin American trade: Current problems, op.cit., p.103.

/3. Promotion



E/CN. 12/453
Page 18

3. Promotion of intra-regional trade and import substitution

Furthermore, it must be noted that by virtue of the expansion of the
market to include five or six countries, domestic production to replace
imports, in the phase of medium or hesvy capitél goods industries upon
which Latin America is now entering, might take & more economic turn.

And fresh impetus will have to be given in the immediate future to the
process of substituting Latin American preduction for imports, on 2
variety of counts.

In the first place, as the secretariat's systematic series of studies
shows, the capacity to import is likely to grow slowly in the near future,
whereas capital goods requirements will increase &t a rapid rate. This is
ne new phenomenon, but sympbomatic of the under-development characteristic
of the Latin American economies, béscd as they are on the export of a few
primary commodities, world market demand for which is markedly inelastic.
Certain recent events, however, are tending to give it additional weight.
On the one hand, the share of raw materials, fuels and foodstuffs in Latin
Mmerican imports has recently tended to become disproportionately large,
at the expense of capital goods.gg/ On the other, the possibility cannot
be overloocked that the association of overseas territories with the member
countries of the FEurcopean Econemic Community, or the basis of a series of
preferences, may ultimately slow up or even halt the growth of Latin
America's exports to EBurope, with the consequent additional reduction of
the capacity to import.gé/

In the second place, there can be no doubt that, if the strict
bilateralism at present prevailing in intra-rsgional trade is to ve
definitely left behind, administrative arrangements to facllitate the
compensation of inter-Latin American trade balances will not be enough.
The restoration of this trade to flexible multilaters. patterns in line

with the demaonds of the region's economic development will be possible only

22/ This trend was analysed and interpreted in Zconomic Survey of Latin
America 1956 (F/CW.12/427), vol.I, chapter V.,

23/ This hypothesis was provisionally discussed in the Nobe by the secretariat
on the possible repercussions of the Eurovszan cormon market on Latin
American exports, op.cit.

/when the
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when the adoption of a consistent trade policy successfully brings about

a substantial increase in the volume of intra-regional exports, as well

25 their diversification. Teo tnis end, carefully planned measures for
inport substitution and diversification of production must constilute the
nucleus of a policy for the promotion of intra-regionsl trade designed

to remove the obstacles to multilateralism. And one of the most effective
methods of applying such measures might be the creation of a regional
market. Tnus, the markel in question appears =zs a pressing necessity,
first beczuse of the limitations imposed by the behaviour of the external
sector of the Latin American econcmies, and secondly as a means of

organizing import substitution efioris along more rational lines.

L, Some_ideas on the regional markeb

At its first session the Trade Coumittee did not spend time on
discussing tne specific alternatives whereby a rezional merket mechanism
might ultimately bz set up in Latin America, The topic 1s so complex as
to necessitate further comprehensive studies, for which the secretariat
will be largely rasponsible, before the memher Governments of the Commission
can take up clearly-defined positions. However, the views cxpressed on
the subject of the regional market can be ccndensed in a very general
formula. It was felt that in principle such a market should be confined
to industrial products - capital goods in the main - which are not yet or
are only begimning to be manuf.ictured, so that equal oprortuaities for
the development of such new activitiss in the various countries cof the
region would be provided from the outset. Existing sectors in which idle
capacity is registered, and those other industiries, alsc already holding
an established position in each country's individual merket, in which
costs would be most likely to react to the extension ¢f tie warket to a
number of countries, would be successively incluced, though still by
gradual stages.

Furthermore, there was a consensus of opinion to the effect that
the system to be established should not follow any bilateral and restrictive
pattern comprising agreeinents between pairs of countriss as to the

reciprocal reservation of their marksts for the new industries to be

/installed in
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installed in either of the countries concerned, on the basis of exclusive
preferences and the large-scale participation of official capital. On

the contrary, a multilateral and competitive system, preferably based on
private initiative and the co-opsration of foreign cepital, was considered
the more desirable solution. Such a system would respsct the rules of
competition and reciprocity, since the new activities of any country
within the sphere of the regicnal market would be developed on a basis

of competition with identical activities ultimately to be established in
the other countries of the region, and there would be no rocm for the
setting up of monopolies in each individual industry to the benefit of

this or that particular country.

5. hegional market expert group

After the session of the Trade Committee, at which resolutions were
adopted on both paymerts end the regional market, tine secretariat attached
particular importance to the work comnected with the inter-latin American
payments system, of which the purpose was to facilitate the transition
from the present watertight bilateralism to a system for muitilateral
transfers of balances. 1In foliowing such a course, the secretariat was
merely giving clearly-defined pfiority L0 the problem of payments.

Efforts to solve it are in reality of direct importaiice for the preparation
of any regional market formula. It is hardly conceivable that the

structure of such a market can be plammed withoui reference to certain
principles, at least, reiating to co-ordination of the member countries!
exchange policy, as well as to parity between the units of account concerned,
and the antomatic inclusion in the accounts of payrents arising out of the
free circulation of goods admitted to the regional market. For these
reasons, any prelindinary step towards the regional mariket is really
inseparable from measures to break down the bilateral barriers at present
characterizing the payments system.

This does not mean, however, that the creaticn of a regional market
is not in its turn an indispensable reguisite for the satisfactory
continmiation of efforts to introduce multilatsralisi in inter-Latin

American trade. As was previously noted, the regional merket forms an

/essential part
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essential part of a policy of incentives to the intensificabtion and
diversification of irtra-regional trade.

The method established by the Trade Committee for the preliminary
survey of regional market possibilities entails close collaboration between
a group of experts appointed by the secretariat and the secretariat itself.
During the seventh session, at which the Trade Committee's resolution was
endorsed,gé/ the secretariat announced its intention of convening the
first session of the Expert Group during the second half of the current
year, and also supplied information on the preliminary studies at present
under way, which will be submitted to the Group in questicn.

Activities relating to the establisnhment of a regional merket in
Latin America fall into twe phases, which are completely different in
nature, in method of execution and in the proportion of the work incumbent
upon the secretariat. The first phase, upon which a beginning has already
been made, is entirely preparatory and pre-eminently technical; it
comprises the study of those industrial sectors eligible fcr inclusion in
the regional market, of the possible repercussions of the establishment
of such a market, of the specific formula that might be sdopted and of
the operational problems which are likely to arise after its application
and which must be foreseen and taken into account from the outset. During
this first phase, the secretariat, in collaboration with the Expert Group,
which will lay down guiding principles, will be mainly responsible for the
execubtion of the work. It will probably alsoc be necessary to seek the
co-operation of official experts in the interested countries, specializing
in particular sectors or problems, as well as that of the experts attached
to certain international agencies which havz had experience in the field
of economic integration, like GATT. This collaboration will be sccured
on terms to be defined by the Expert Group. By the time this first phase
comes to an end, a specific regional market formula will have been
prepared, together with the appropriate mechanisms for its operation, or
else several alternative formulae on which direct negotiations among the

Governments concerned may be based.

24/ See resolution 116(VII) (E/CN.12/457), the text of which is given in
annex II.
/In the
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In the course of the second phase, the Governments will ultimately
conduct negctiations directed towards the final establishment of a
regional market treaty or agreement, based on the specific formula or
formulae resulting from the juint technical studies of the secretariat
and the Expert Group. This phase of the work is mainly a matter of
policy, which dces not, however, mean that the technical advice of the
Bxpert Group and the secretariat may not be considered necessary in the
course of the Government negotiations.

The first cr preliminary phase comprises two clearly defined and
differentiated types of work. On the one hand there are the studies of
industrial sectors to be carried out in each of the potential member
countries; on the other, a distinction must be drawn between these and
the studies on regional market mechanisms and operational problems, which
are of a more general natufe in the sense that, at least in their first
provisional form, they do not directly depend upon the sectors to be
included in the market.

The purpose of the studies on the industrial sectors is to evaluate
trade possibilities in the regional market, largely in terms of the
development of new sectors of activity under the stizulus of the expansion
of thc market avaiicble for the various commodities. Hach member
country's cortribution to the market in question, in the form of the
expansion of existing or the installation of new industries, will also
be projected.

The studies on possible operational mechanisms for the common market
will need to cover the tariff, exchange, monetary and fiscal aspects of
its operation, as well as an analysis of probloms connected with the
institutions responsible for the administration and, up to & point, for

the preparation, of economic policy in its bearing on the regional market.

/6. Importance
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6. Importance of studies of industrial secters

The preliminary technical studies on the prospects and probable
consequences of the establishment of a regional merket in lLatin lmerica,
should be as comprehensive as possible. It 1is scarceiy superfluous to
sbtress their importance, as well as their complexity and, in many instances,
- thelr novelty. ¥From several points of view, the analysis of the European
integration experiment will be of cnly limited vaiue as a gnide for similar
studies in Latin America. The method of preparing the comaon market
adopted in Furope differs from the system that is being sketched out for
Latin American economic integration, and this dissimilafity scls fairly
narrow limits to the pessibilities of taking advantage of Furope's
experience and applying its lessons to an arnalogous situation in Latin
America. In FEurope, op=zrational mechanisms were prepared indeperdently
of any preliminary investigsticn of probable repercussions on each of the
main sectors of activity in the individual member countrics. On the other
nand, the vrevalent opinion i Latin America is that preponderant
importance will have to be attached to such a pricr study, the purpose of
which will be to indicate how the various sesctcors are likely to evolve
and how, under the stimulus of competition, the rew activities embarked
upon within the fiauework of the regional market will be distributed
among the member countries.

In 1948 the Brussels Customs Co-operation Council essayed a
preliminary survey of the probable repercussions of Buropcan integration
on each sector of activity. But the atteumpt was a failure, owlng to
the wide range and exceptional complexity of the problems roised by
such research,and thenceforward the procedure was reversed, all co-operative
effort being concentrated on the preparation of technical and legal
formulae, while it was left to each country to study, if it so desired,
the probable sectorial repercussions of these irtegration rethods.

In Latin America the opposite procedure, based or far-reaching and
complex technical studies, is advisable, because the aims of the Latin
American regional market are related not so much to the promotion of trade

or the intensification of competition where existing activities are

/concerned, as
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concerned, as to the establishment of new industries not yet existing in
the region, or only at an incipient stage. Previous knowledge of the
strength and extent of the regional market's influence on the gesographical
distribution of these new activities is of vital importance for the

member countries; and it can be acquired only by means of sectorial studies
in which due weight is given to the determination of the vrobable costs

of new industries in the various countries.

The secretariat is preparing the background material and the
preliminary studies of a general kind required for the first session of
the Regional Market Fxpert Group. As far as possible the Group will be
provided with the nescessary data on the possibilities of including certain
heavy capital goods, such as, for instance, reilway equipment, high-
powered diesel engines, equipment for the manufacture of pulp, 2nd so on,
in a restricted regional merket. These preliminary data will also include
a summary of the ideas, facts and projections deducibie from studies
already carried out or under way in connexion with the regional market.
Cases in point are the studies on the pulp and paper industries in
Argentina and Chile, which will shortly be completed bty The addition of
a survey of the same industries in Brazil, as well as ti» documents
deriving from the tachnical discussions held at the Latin American Meeling
of Experts on the iron and Steel Making and Trarnsforming Industries, held
at Sao Paulo, Brezil, in 1556.

Attention should @lso be drawn to the study on Brazil's incipient
motor vehicle industry, which the secretariat is carrying out during the
current year with the co-operation of the Brazilian Government. This
survey, which it is proposed to duplicate shertly in Argentina, will
provide the Expert Group with data on which to apuraise the possibilities
of inecluding in the regional market an industry for whose products broader
development and trade prospects are opening up.

Again in connexion with the outlook for the regicnal market,
interesting information can be obtained from the study on the Argentine
machine and industrial equipment industry, which will form part of the

report on Argentina to be issued shortly by the secrstariat,

/The Txpert
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The Bxpert Group will alzo be cupplied with data on the mazhanism
arel omaretionnal wectiens of whe Europcen cossnen navion, eapasially from
those poinbs of wiew which are of the zvreabost jwzoriance Jov tlorniung
the stovevere of the peplonsl macksl. Thass ine mld>, Tor exavle, cuch
Ben0753 &5 Yhe stabilizibion of tne morLer coanirics! mezivooul L Dalince-
of - meants situstilons, £ilernative mothods of dealing wiitih b : terpcrory
diftfienliies distur>ing this equilibrium, and standing procecrires for
consultntion among the various countries on monctary wnd fiscal policies,
as well as devices to ensure that such policies follow increasingly

similar lines.

7. First gession of the Exue i Tuoup

The tagk of the E«nert Group at its fi~" sessicn, ihiecn is soon to
be convened, will be Lo eousnier U ccnerel iines along vwiaizh the whole
study of the rezional market is ©o be conducted, and to define procedures
for consulting the Governiuents and inverrcticnal agencies concerned, as
well as to establiish its own pievarte of fuiure werk.

One aspect of the guidzice which the Expert Gronp 1s expacted to
supply is an indicsticn of “huisc sectors wnere che faesitility of
establishing a regicnal mari-ei iierits parvicular consideravion. From
its very first mee lag, the Limuest Group v2.l nead tc discusc ths iines
on whizh it i3 proccced that cis common warlet may be plonned, and the
alterncsive structures wihich will have to be the subject of sisuitasneous
and detailzd stody hy the secretariat.

The topics mertioned hare serve only to illustrave soas of the

problews which will wndevktedly cleim tne attention of Lhz Gvoup or the

secretariat. Tz ugesca for the session of the Grous wiil Le wrenored
in consultation with Vhe experts who are to paf:icipahe“ i priaciple,

it is thought thet tne following questiocus, in » wiil nusve to be

discussed in dovells

(4) Bases for the inventory of imdustries in Latin Ancrica referred
to in reseolution 2(I) of the Trade Committese. 4s the tarms of this
resolution are very broad, it seems desirsble for worlk Lo be concentrated,

to begin with, on the limited number of 1ndustr1al sactors that are of

/major interest
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major interest for the purpcses of setting up the regional market. To
this end, the secreteriat and the Expert Group will discuss the priorities
to be allocated, as well as the most satisfactory methods to be adopted.

() The mebhodological bases that are being provisionally and
experimentally utilized for the secretariat's study on the motor vehicle
industry, so as to determine the possibility of applying them to the
analysis of other sectors as well,

(c) The most important general problems which the regional merkct
is likely to involve, and which will have to be studied by the secrctariat,
The chief of these difficulties are those arising from the fact that
industrial costs structures differ from one Latin American country to
another, for reasons which are not ertirely economic, such as varying
monetary, exchange and fiscal conditions and unequal degrees of industrial
development. The following questions are of salieat importance:

(i) Suitable procedures to prevent the repsrcussions of

different degress of inflation on each country's competilive position.
If internal infletionary pressures cause a rise in cests, and this is
not offset by a timely modification of the exchangs rate, the balance of
the reciprocal agreements existing at the time when the regional market
is introduced may well be disturbed. And such an eventuality might create
obstacles to the continuity which it is important to mzintain in the
implementation of agreements concluded with a wiew to putting the market
into operation.

(ii) Bases for the less developed countries! participation in
the regional market. Attention is drawn to the need for preventing the
regional market from becoming a means of verpetusting and even aggravating
the disparities between‘their stages of industrialization which divide the
countries of the region. If special measures were not adcpted to protect
the less developed of the countries involved, this would be all the more
likely to happen, inasmuch as the object of the establishment of the
regional market is to enable those member countries thuat are capable of
taking advantage of its larger size to attain higher lovels of industrial

productivity. The possible solution will inevitably be linked to some

/very close
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very close combination of the two aims - liberalization of trade and
promotion of development. Liberalization would be put into practice
by gradual degrees, and with due regard to the creation of conditions
likely to favour the balanced development of the whole region.

(iii) Special arrangements between adjacent countries, within
the framework of the regional market agreement. The nature of the long-
standing trade relations between certain adjacont countries calls for
consideration of the desirability and possibility of according them
special treatment under the regional market lzgislation.

(iv) Meed for the graduzi standardizetion of foreign investment
legislation in the differsnt countries, and means of putticng this into
practice. The lack of a relative degree of uniformity, sufficient to
eliminate the raln Visoropancies as rogards advantages conceded to foreign
investors, migh™ =lzee the ceouatr_es members of the regioncl market in

dangerously vnerial positions.
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RAPORT SUBMITTED BY COMMITTEE I AT THE
SEVENTH SESSION OF THE ECONGHIC
COMMISSION PCR LATIN AMBRICA

l. Committee I at the seventh session of the Economic Commission for
Latin America was responsible for the gudy of matters comnected with the
Latin American couniries! foreign trade and payments, with the constituticn
of a regional market and with the repercussions of the creation of the
European common market on trade and investment in the Latin American

countries.

2. VUnder the chairmanzhip of Mr,Ariosto Gonzélez, the representative

of Uruguay, and wit) Mr., Emilio Barreto, the representative of Peru, as
Rapporteur, the Comitee held five plenary meetings from 20 to 25 May 1957,
which were attended by the reprecentatives of Argentina, Bolivis, Brazil,
Chile, Costa Rica, Cub&, Uominicen Republic, Levador, El Salvador, France,
Guatemala, Honduraw, Hivxlzo, Netbsilands, Nicarrgun, Panama, Paraguay, Peru,
United Kingdom, United Stotes of fmerica, Uruguny znd Venesuslia, as well as by
observers from Buly-rie, Czechoslovakia, the Foadorl Republic of Germany,
Hungary, Italy, Jepyn, Romenia, Spain, the Yrion o Soviel Hoclelist
Republics, the Unitud Naticss Food and Agyiculbures Organigation, the
Internaticrnal Bank for heconstruction and Developrent, the International
Yonetary Fund, the Ivier-imerican Economic ond Social Council, the General
Agreement on Tarific and Irade and the World Jewish Conoress, A further
five meetings were held by the Working Group sypointed to mrke a special
study of the draft rseolulions submitted for its conuideration, and

originally composed of representatives of Argentine, Brazil, Chile, Mexico

/and the
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and the United States of america, who were afterwards joined by members

of the delegations of Ecuador, France, Peru and the United Kingdom., The
Working Group met under the chairmanship of lir. José Garrido Torres (Brazil).
In the course of its meetings, the Committee discussed inter-latin American
trade and the regional market, the payments system and ths repsrcussions

of the Eurqpean common market project on Latin Americats foreign trade.

Eight resolutions were adopted by the Committee in connexion with these

topics.

3., Payments system., The Committee considered the report submitted to

the Trade Committee by the First .eeting of the Central Banks Working
Group on a Multilateral Payments System, held at bdontevideo from 29 Lpril
to 10 May 1957. The purpose of this Meeting wes to prepare practical
measures for the application of the principles established by the Latin

Americanclearing-accounts countries in resolution 1(I) of the Trade Committee.

L. It was agreed that the documeits prepared at the First Meeting of the
Central Banks Working Group, which included an outline of the proceedings,
a draft standard payments agreement and a standard barking procedure for
the operation of the accounts, related to subjects of concern to those
countries whose reciprocal trade was conducted thirough clearing accounts
on a bilateral bzsis. These ccuntries proposed to revise their sgreements

along lines which would periit of gradual progress towards multilateralism,

5. There was a consensus of opinion to the effect that the technical
aspects of the subjects dealt with in the documents prepared at liontevideo
should be clerified at the next session of the Trede Comuittee,  This did
not mean, as was pointed cut by the delegations of countries which had
participated in the Montevideo meeting, that the docurents in question
could not be taken into consideration forthwith in the revision of existing

or in the negotiation of new payments agreements,

6. The delegations also unanimously agreed to recommend to the secretariat
that, after prior consultation with the appropriate Cerntral Banks or
equivalent authorities, it should transmit each month to the International
Monetary Fund the comparable data on balences in the inter~Latin American

/clearing accounts
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clearing accounts referred to in resolution 2 of the First ieeting of the
Central Banks Working Group.  The Executive Secretary explained that
the seéretariat shared in the concern expressed by some delegetions lest
BECIA's efforts might be diverted from their proper channels if it were
requested to undertake banking operations. He pointed out, however, that
the function which ECLA was to fulfil was of a limited nature and weuold
last only until a system of transfers was introduced wnich would justify
the creation of a special agency., In no circumstances would the secretariat
be empowered to suggest that clearing operations should be effected. ECLA
would have pleasure in discharging the duties proposed if such & request
were made, as well as iu helping to devise any other arrangement, including
the establishment of a special agency.

The meeting of the Working Croup at Montevideo was a step towards
multilateralism, since completely new weys and means nad bsen envisaged
to facilitate voluntary clearinz operations on the part of the Central
Barks. It would now be the wislk of the secretariat to study ways of
reducing bilateral velances through the expansion of truide, so that a
multilateral agreement couwld be established at hirsher trade levels. The
situation ¢f the Latin American republics diflercd widely from that of the
European countries, which were endeavouring to restore thelr trade after
the war. In the c2se of the latier it was a guestion of multiplying trade
channels,

It was not thesecretariatt's intention, in submitting the report of
the Working Groun for consideration by the Commitiee, to initiate an
exhaustive discussion of the subject, a task which was incumbent on the
Trade Committee. Nevertheless, any opinions expressed misht be very helpful
in the preparation of the documents which would have to accompany the Working

Group's report when it was presented to the Trade Committee,

7. Two rdelegations, one from a member country of the Jommission and
another attending as an observer, called attenticn to the irterpretation
which might be placed on article 12 of the draft stendard agreement. This
article related to the payment of bzalances by the debtor country when

they exceeded the credit 1limit stipvlated in the agreement concerned.

The peneral tenor of the articls would seem to indicate that the settlement

/of balances



B/, 18487
P":"f:": )Lf

of balances in excess of the stipulated c¢redit was volurtary, anc the
text was therefore apparently at variance with the irtertions of
resclution 1(I) of the Trade Committce. In that case it would represent
merely the maintenance of the previous system, instead of an improvement
upon it, and the accumulation of wunpaid balances might bring trade to &
stardstill instead of promoting its expansicn. This would occur under
any system which left setilement of the balance to the discretion of
either the creditor orthe debtor, and article 12, aowever interpreted,
did leave the creditor free to exercise such discretion, It therefore
appeared inconsisient with resolution 1(I),

The existing bilateral instruments ususliy orovided ithat sums in
excess of the stimulated credit hed to be paid in convertible currency,
It was true that for six years most countries had bzen in tha habit of
waiving this contractual right, For one reason or another it was felt
preferable to wait until the Yalence was reduced by means c¢f an expansion
of the debtor country's exporis or a contraction in its purchaoses. I it
were officially recopnized in the new treaties concluded on the lines of
the draft standard agreement = with a view to the gradusl adoption of
multilateral practices -~ that the creditor country could not demand payment of
the Dalance in excess of the credit in convertible forei:n exchange, its
position would be weakened from both the technicel and the legal standpoint,
In essence, the result would be a reaffirmation of bilateralisu,

One delegation and one observer gave it as their opinion that the
standerd agreement ought to state in precise terms ths crediter's right

to claim automatic settlemeni of balances in excess of the swing credit.

8. The delegation of & country which had been renresented by its Central
Bank at the lontevideo meeting stated that the expression "may request”

had been consideved preiferable to the term "shall dexnarnd" because the latter
was too strong to be applicable between autonomwous perties. In reality

the creditor country had the right to meke a definite cinin, as could be
¢cstablished in any agreement if the parties so desired. Of course, balances
in excess of the swing credits would be less likely to accumulate, provided
that the credits stipulated were adequate, under the new system facilitating
the transfer of balances to the accounts of third countries.

/ancther delegation



Another delegation from a country whose Central Bank had ~iso been
represented at the hontevideo meeting supported the foregoing interpretation

of article 12 of tie draft standard agreement.

9. Thie delesgation present as observer [or the International lonetary Fund
remarked that in its opinion an alternative formula to that established in
article 12 cf the draft standard zgreement might be desirabie, and offered
Lo present through the secretariat, fior incorporation in the present report,
the following alternative text:

(a) Automstic transfers., While this agreeuent remains in force, the

account may show a debit or a credit balancse up to the sﬁm of ....... dollars.
"The Central Bank of the creditor country may at any time request from
the Centrzl Banlc of the debtor ccuntry the tobtal or partial transfer of
the balance to another clearing account in operstion with & third Latin
American country, in accordance with the procedure approved as provided in
article 9 paragraph (b), or moy reach an egreement with the Central Hank
of the debtor country for the payment of the balance in ¢uestion,
Mifhen the balance exceeds the specifizd amcunt the Centrsl DBenk of
the creditor country may come to an agreement with the Central Bark of a
third latin Americar country for the total or partial transfer of the
excess, If within a period of ...... the excess is not clearcd by the method
referred to, the Central bank of the debtor country snail nay the whole
of the excess in free United States dollars or in foreign excnenge acceptable
to the Central Bank oi the crzditor country.”

(b) Voluntary fransfers., First and second paragraphs unchanged.

The third paragraph would read as follows:

"When the halence exceeds the specified ~meunt ard if within a period of
v.-ese.. the excess is not cleared by the retbols referrcd to, the (entral
Banl of the creditor counbry iray request its tetal or pariial payront in free
United States doliars.  Should it fail te obtain sctisfactiin in one way er
tne ether, the Central Bank of the creditor country rar then rofuse te

accept acditionzl halances in its favour.”l/

l/ In both cases, the last sentence of article 15 would seem to be superfluous,
/10, 1In
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10. In accordance with a suggestion put forward in the Committee, the
valuable co-operation rendered by the delegation of the international ionetary
Fund, both at the plenary meetings and in Committee I and its Working

Group in the discussion of the variocus draft resolutions, is placea on record

in the present report.

11. The delegation of a country which conducts its trade cn multilateral
lines and does not participate in inter -latin Americen cleering accounts
stated that, although its national monetary system was tasec on free
ccnvertibility ard multilateralism, it viewed with sympathy and was prepared
to sunport the efforts of those countries which still maintained bilateral

. agreemeﬁts to stabilize payments and promote the developrent of multilateral

trade,

12, Paragraph 3 of the resolution on payments (£/0%.12/4C.35/1) recorded

a new departure in the co-ordination of the trade poiicies of the Latin
American countries, According teo this paragrapvh, the Latin aAmerican clearing-
accounts countries were prepered to study the posslibility of revising, during
the second session of the Centrel FHarks Worlking Group and imnediately there-
after, the agreements in force for each pair of contracting parties in

Latin America.

13. 4 further sugpestion was put forward by the same ccuntries as had
formulated that embodied in paragraph 3 of the resclution on payments,  They
proposed that countries members of the Commission bui not participabing in
the inter-Latin American clecring-nceccunts syshtem shoulrd be invited to iake
the opportunity afforded by the simultaneous revision of existing rayments
agreements to conduct discussions or negotiations, as =ach country deemed
best, aimed at the improvement and expansion of trade.

Several points of view were expressed in conmexicn with this suggestion.
One of the delegations sponsoring it cald that there misht be advantages in
initiating the praciice of simultinecue revision of inicr-Latin american
agreements at regular intervals.
14, One observer declzred that care should be taken in the application of

such a method, should it be adopted under one of the resclutions of ECLA's

/seventh session,
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seventh session, to avoid refersznce to resolutions mainiy relating to
bilateral agreements, Although they were designed = like —esnlution 1(I)
of the Trade Committee, and that on the draft standard agrceement adovted

at the First Meeting of the Central Banks Group - to promote tne gradual
extension of multilateral practices, an invitation to revise or negotiate
agreements issued to countries independent of the hilateral-accounts system
would have to be couched in terms consistent with the ever-increasing

application of the multilateral practices in cuestion.

15, Some delegaticns declared that in their opinion there was no point in
embodying in a resolution such an invitation to countries cutside the
inter-latin American clearing-accounts systems. There was nothing to
prevent those countries from sending representatives, at the apnropriate
time, to the meeting-place agreed upon for the revision of the agreements
between the clearing-accounts countries and there conductiig discussions or
negotiations, as they deemed best, with respect to the improvement and
expansion of trade relations. HNeither did they see any objection to the
Governments' informing the secretariat in due course, if they so desired,

of their intention to perticipate in the meeting.

16, The delegation of Uruguay, which was one of thosc sponsoring the
resolution on payments, suggested in connexion with perasraph 3 of the
resolution in questlion that note might be teken in the report of the
seventh session of the fact that its Governmert had held consultations,

at ar appropriate moment, with the chancelleries of the Latin American
clearing-accounts countries, on the desirability of simultanecusly revising
the payments agreements in force, inorder to bring them irto line, in so
far as was compatible with the characteristics of ceach trade chennel, with
the Montevideo draft standard agreement., Such 2 simultanecus revision
could of course be carried out by each pair of courtries. Special
circumstances had preverted consuvltation with one of the countries
concerned; but so far ne negative reply had besn raceived to Uruguay's
enquiries addressed to other Govermuents. On the contrary, five of

the six Latin American clearing - accourits countries had 2lready replied

in the affirmative. A note to that effect might therefere advantageously be

/included in
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included in the report of the seventh session, since the attitude adopted
by the Governments corncerned showed that views were beginning to prevail
in the region which would be conductive Lo the co-ordination of Latin
American trade and payments policies, The delegations unanimously agreed
that this statement by Urugusy should be recorded in the report,

In relation to these payments problems the Committee adopted a draft
resolution which appears in the relevant part of the report,

17, The delegation attending as observer for Spain recalled that in the

report of the first session of the Trade Cormittee note had been taken of
Spain's desire to participate in agreemenis relating to the establishment
of the multilateral payments systeu ~ & desire which it still enterteined,

On account of the relative simdlarity betwzen the clearing-accounts
trade conducted with Spain by sowe of the Latin American couniries and the
corresponding intra-regional mechanism, Spain fel? thal reciprocal advantages
would attach to a form of co-operation that would include it - once the
specific studies reguired had been carried out by the secretariat -~ in the
system proposed., Spain was sneeifically interested in teing adwitted as
soon as possikle to the system for the exchange of data on balances in the
inter~Latin-Aneric:n clearing accounts, wliich was to bLe trougit into
operation on 1 July 1957 in accordance with the bages cstanlished at the
First Meeting of the Central Banks Group.

There was a consensus of opinion to tie effect thit the declaration
made by the observer for Spain should be placed on record in the report of
the seventh session and that the secretariat should be requesied to give
it due consideration,

18, Latin American regionagl market, In tne ccurse of the discussion on

this topic, the secretariat had tihe opportuniiy of racalling, in the first
place, certain points of wview expressed at the first session of the Trade
Committee in connexion with the creation of a regicnal warket in Latin
America and with the %fwo resolutions on that subject aicpted at the

mecting in question, In one the secretariat had boesu reuested to make

an inventory of existing industries in Latin fmerica, and in the other it

had been asked to appoint a group of experts to situdy the necersary procedures

for thie creation of a regional market.

/In sumning
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In swrming up the work carried out in relation te the reglonzl narket,
the secretariat also nointed out tnat to begin with special atteation had
been devoted to the problem of payuents between the Latin drerican countries
that conducted their reciprocal trade on the basis of clearing accounts,
since its solution constituted an essential requisite for the bullding-up
of the regional market, Considerable progress in that direction had
already been made, as would be seen when the relevant item on the agernda
was ¢iscussed, TFurthermore, the secretariat had coumpleted or was
carrying out studies of specific manufacturing activities -~ such as the
pulp and paper, iron and steel, and motor vehicle industries - in certai
countries, which would provide valueble background data on the possibilities
of their inclusicn in a regional market, in addition to the inicrmetion
obtainable from the studies under way in Argentina and Peru. The
secretariat was reking the necessary arrangerents for the first mceting of
the Group of Experts to be held in the second n2lf of 13957.

The representative of the Inter-American Iconomic and Social Council
stated that the topic of the reglcnal market woull undouttedly bhe discussed
at the Inter-American Confeience of Ministers of Hconomy which was to be
held at Bueanos Aires in August, since the agendz incluaed jtens relating
to the exmvansion of inter-Latin American treade, Consequently, his
organization was particuiarly interested in the regional market studies
carried out and projected by the ICLA secrsterist, as well es in closely .
following the disecnssions on that topic at the seventh session, in order
both to transmit to IA-ECOSOC the views expiressed by the delegations and
to ensure the contiruance of effective collaboratlion between the two
secretariats,

In regard to this statement by the representative of IA-#CO50C, one
delegation seconded the view that the co-ordinatiovn and integrotion of the
work of IA-ECCSOC arnd ECLA in this field was a matter of urszncy. It was
desirable that the ECLA secretariat, with a view to achieving such
co-ordination and avoiding possikle dissipation and dunlization of effort,
should prepare a conprenensive report on the regional muarket studies
completed, in course of preparation or projected and thoi this report
should be distributed to the Govermments members and to the secretariat of

IA-ECOS0C, before the Economic Conference at Buenos hires.

/The Cerittee
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The Committee embodied this propesal in a draft resolution, which was
adopted.

With respect to the Latin American regional market, it was patent that
the Committee was unanimously prepared to endorse the attitude adopted by
the Trade Conmittee at its first session, in recognizing that it was both
necessary and desirable for such a market to be established and that the
problem to be solved was one of procedure. Several delegations pointed
out that certain recent events, in particular the creation of the European
Common Market, made the completion of studies and other work conducive to
the formation of tlie Latin American regional market a still more pressing
need, In this connexion, the Committee adopted a draft resolution in which,
besides expressing its satisfaction at the success ol those aspects of the
Trade Committee's first session thet related to the regicnal market, it
recormended to the secretariat the desirability of expediting the
implementation, within the shortest possible time, of resolutions 2(I) and
3(I) of the Committee concerned, with a view to the takins of a more
decisive step towards their underlying objective., In the same draft
resolution the secretariat was also recommenied to conduct research and
compile all data that might serve as a basis for the work of the group of
experts mentioned in resolution 3(I) of the Trade Committee, at ihe
earliest opportunity, so that the availability of such background information
might facilitate the tasik of the group. To this end the secretariat was
empowered to request, should it deem this necessary, the collaboration of
other competent international agencies, The secretariat was also to ask
the group of experts to bear in mind, in planning the siructure of the
regional market, the specific situation of those Latin American countries
which were landlocked or whose economic struciture was denendent on a single
branch of production or lacked diwersification,as well is to consider the
desirability of facilitating the formation of enterpiises with capital
supplied jointly from two or more countries and to stud; the problems
facing the development of a regional market, in which study consideration
would be given to each and every Latin American country, with due regard to

its situation and possibilities,

/19. Possible
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19, Possible revercussions of the constitution of the Euronean Common

lizrket on the Latin american econony. With reference to the Treaty on the

Turopean Community, signed at Rome in karch, and providing, inter alia, for
the creation of a4 common market among the six signatories -~ Belgium, the
Federal Republic of Germany, France, Italy, Luxembourg and the Netherlands -,
for the creation of a Special Fund for Economic Developrent and for the
more commplete incorporation of associated overseas territories, lenzgthy
statements were made by delegations from countries members of the European
Community, by the representative of GATT and by the delegations of the
Latin american countries which were apprehensive about the possible
repercussions of such a common market on exports of certain of Latin America's
primary commodities, as well as on European investment in the regicn,

The representative of GATT stated that the six signstories had presented
the text of the Trezty establishing the IZuropean Economic Comiunity to his
organization shortly after it had been signed, and that steps had
immediately been taken to put into effect the procedure established under
the General Agreement for such cases,

The Contracting Parties of GaTT would mest in October 1957 to consider
whether the Treaty was cowpatible with the six countries! compdtuents under
GATT, and how far it was consistent with the general priaciple that the
aim of & customs union was to facilitate trade betwesen the merbers of the
union and not to hamper trade with other courtries. Arong the points that
would have to be discussed, the most important were the level of the common
tariff, the restrictions applied by the Comrunity, the curation of the
perioa of transition and the system of preferences, as far as the duties
fixed by GAIT were concerned, they could not be increzsed in consequence of
the adoption of the common tariff without prior negotiaticus between the
countries concerned; should such negotiations prove unsuccessful, the
countries whose interests had suffered would be entitled to withdraw
equivalent concessions. GATT's procedures offered specific guarantees to
third countries, lioreover, under the regulations of GalT, all those Latin
Armerican countries which were not parties to the General sagreement had
the rigit to send observers to the meeting in cuestion and to take full
part in the discussions, Lastly, the responsibilities of GATT would not

end when it had adopted the decisions reached at the forthcoidng session;

/it would



500, L2433
Page 42

it would probably arrange regular meetings during the transition period
withi the six rzmbers of the Community and with its agercies, so as Lo ensure
tiat the Treaty was applied in conformity with the decision adopted by

GATT ond with the principles on which article AXIV of the General Agreement
was based.

Again, two delegations from countries members of the Cormission and
at tbhe same time parties to the Furcpean Common Market Treaty, 2s well as
one onzerver, expressed the peint of view that the Latin American countries
shovid not feel apprehensive on account of the Furopsan common market
project, The commen foreign trade policy adopted weould be pursued within
the framework of the Urited Nations and would aim &t co-operation with the
other regions of the world. Consideration would be given to the tariffs
affecting certain Latin American products, as well as to the domestic
consumntion of the six Buropean countries, in so far as it might affect
trade and tasiffs arreenents. Similarly, the investments that the
countries concerned had engaged to effect in Africa neinly consisted of
official long-term capital,

The delegations of sowe of the Latin Anerican countries, while
expressing thelir sympathy with the endeavours of thle six signatories of the
cormon market Tieaty, nevertheless felt some anxiety as to the possible
repercussions of such a market on their economy. They emphasized that
their conceyn arcse from the inclusion of overseas taorritories as
agsociates in the common market, which mignt mean tiit the investments
placed in Latin Acerica by the six countries in question would be diverted
towarls the nssociated territories, Furthernore, the increased development
of production in such territories, together with the preferential
treatunent they mizht vossibly be accorded, might lzad to the superseding
of Latin swerican ernort commodities in the Buropsan cormon market by
thosc of the territories concerned, since their competitive position
would be affected,

Th

contiibution to the topic under discussion representcd by the preliminary

(]

Committee, after considering with interest the suvstantial

repert which the secreteriat had prepared in that connexion, agreed that
ECLA should continue to observe closely the economic intepration of Europe

and other areas and should keep the member Govermmerts supplied with the

/relevant information.



relevant informetion. It was also decided that the secretariat should
carry out studies on world market prospecis for Latin muerican primery
commodities, takirng intc consideration in particular the conseyuences that
might arise from the European cormon market, frou the possible estuzblishuent
of a free-trade zone in Furope, and from other similar projects. Finally,
it was further agrsad that such studies should be conducted along broad
lines so as to cover all possible effects, aad should be co-ordinated with
the work of other regional cormissions, GATT and other sgencies of the
United Nations., A drafit resolution to this effect was presented and
adopted,

20, Four resolutions were also adopted on other topics, as foilows:

(a) That the secretariat, after prior consultation with the secretariat
of the Inter- merican Tconomic amd Social Council, should continue the
studies on the problems of inter-Latin American transport, especially
inadecuately served trade routes;

(b) Trat a further session of the Trade Committee should be convened
during the course of 1958;

(¢) That member States should be recormended to grant the preatest
possivle facilities for the expansion of tae international. trade of
landlocked countries of the region; and

(d) that the secretariat should continue and intensiiy its studies
on inter—Latin Americen commodity trade, principally with a view to
suspgesting uessures whereby the structural diseguilibria in the balance-
of-payments situstion of some Latin American countries might be remedied,
and to expandine trade both within and outside the regilon at increasingly
high levels, as & result of which it would be possible to expedite the
transition towards greater liberslization of trade and a muitilateral payments
system., At the same tiune, note was to be taken of resolution L(I) of the
Trade Committee. In connexion with this last resolution, the delegations
of the United Kingdom and of the United States of Americs {ook the same
position as at the first session of the Trade Committee, and abstained from
voting.,

21, With respect to maritime traffie, the discussions revealed a siidlarity
of views on the point that through the Trade Committee an attewpt should be
made to remove the obstacles to inter-latin American trade crcated by

/certain unfavourable



n/ o 12 i3
Page Li

v wd

certain unfavourable features charaeterizing maritime transport. It was
recailed thut in complisnce with resolution 101(VI), adonted at the sixth
session, tue secretariat had analysed the problems concerned, and that the
findings of its survey were contained in chapter V of the document entitled
Study of Inter-Latin American trade (E/CN,12/369/Rev,l).

In carrying cat the study, the secretariat had in due course held

consultations with IA=ECO30C, in order to avoid dealing with topics that the
latter had under consideration, such as those relating to specific maritime
traific problems affecting Latin America's foreign trade in general, to
port efficiency and to the training of personnel,

In this connexion, the representative of IA-ECOSOC stated thet, although
thers were obviously certain points of contact between the subjects deali
with in the studies of ECLA and of IA~LECOS0C, the two organizations
approached them from intrinsically different angles., Through the timely
consultations held by both secretariats at a level of co~operation which
shiould be maintained, their respective work was being performed on a basis
of satisfactory co-ordination, Duplication of effort and expenditure had
thus been coupletely avoided,

It shou!d be made clear that the discussions were carried on at a high
technical level and were pervaded by a laudable spirit of co-oneration,
thanks to which the work of the Ccrmittee gave rise to positive decisions
of suprere value for the countries renresented on the Iconcumic Commission
for Latin Amcrica, as the foregoing considerations will have shown,

At the last meeting of the Trade Cormittee the delegation of Chile
made the feollowing statencnt, of which it was unanimously decided to take
note in the report: "at this seventh session unanimous recognition has
been accorded to the importance of the work carried out by the Central
Banks “orking Group at Foatevideo, which clesrly constituted the first
practical step towards achievements of vital importaiice for the economic
development and the standard of living of ihe peoples of Latin america,

"is regards tlie lontevideo meeting, it would be the merest justice
to place on record in the report of the seventh session our gratitude to

the Govermment of Uruguay end the Banco de la Repdblica of that country

for their invaluable assistance, both moral end material, in the conduct

of the licitevideo conference.
/"o Central
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"The Central Banks Group was there aflorded every kind of incentive to
the more efficient performance of 1ts task. It was possitle for the whole
fortnight's session, at which delegations, ouservers and secretariat personnel
amounted in all to over 70 people, to be held virtually without cost to
ECLA, which sent to liontevideo only one of its senior officials, I

therefore have the honour to propose that in cur report we render a well-

deserved tribute to the Government of Uruguay and the Bancc de la Repiblica
of this sister nationi, '
The delegations present unanimously supported the Zforegoing proposal,
Finally, it should be mentioned that, at its last mesting, the
Committee also unanimously decided to place cn record a vote of thanks to
its Chairman, kir. Ariosto Gonziles, representative of Uruguasy, and to the
Chairman of the Vorking Group, lr, José CGarrido Torres, rerrecsentative of
Brazil, for the efficiency with which they had discharged tleir
responsibilities, as well as to the ECLA secretariat for ils work in cornexion

with the session of the Central Banks Working Group.

/1T
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RESOLUTICONS ADOPTED

Resolution 115 (ViI)

INTRA~REGIONAL PAYMEKTS SYSTEH
(B/GN.12/456)

The Ecoromic Commission for latin America,

Considering:

(a) That the Trade Committee, set up by virtue of resolution
101(VI) adopted at the sixth session, held its firct session at
Santisgo, Chile, in November 1956, and has presented at this seventh
session a report on the results of its work;

(b) That, at the aforesaid sessicn, the Governments members of
the Trade Committee adopted, among others, resolution 1{I}, indicating
the lines that should in their view be followed in the work of gradually
converting the bilateral methods prevalent in inter-latin American trade
into a multilateral system;

{(¢) That, in the same resolution, the Committze takes note of the
fact that the Latin American clearing-zccounts countries are prepared,
during the transitional peried before the proposed multilateralism can
be achieved, to adopt variocus principles and measures designed to impart
greater flexibility to their payments relations and to make possible the
transfer of balances between the various bilateral accounts in force;

(d) That, under the terms of this resolution, a Working Group was
set up composed of representatives of the Central Eanks, or eculvalent
authorities, of the Latin American clearing-accounts countries;

(e) That, at its first session (Monteideo, 29 April -10 May 1957),
this Central Banks Working Group on a Multilateral Payments System,
besides discussing the progress of the technical siudies referred to,
reached agreement on various points relating to draft agreements and to
the procedures to be observed by the Central Banks, or ecuivalent
authorities, of the countries between which bilateral agreenents are in
force, in order to put the principles and measures mentionsd in paragraph
(¢) of this preamble into effect;

(f) That it is proposed to hold a second session of this Working
Greup,

[Decides:
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1. To take note with satisfaction of tha report on the results of
the work of the Trade Committee at its firsi session, in so far as an
intra-regional payments system is concernad, and to endorse resolution 1(I)
of the aforesaid Committce;

2, To take note with satisfaction of the rsport or the first session
of the Central Bsnks Working Group on a Multilateral Payments Systein;

3. To take note of the fact that the Latin American clearing-eccounts
countries are prepared to study the possibility of undertaking, during the
second session of the Central Danks Working Group end immsdiately thereafter,
a study of the agreements in force for each pair of contracting parties
in latin America. This study will rclate to those agreuments which, in
the ¢pinion of the countries themselves, require revisior in ordsr to
bring them inte line, so far as may be consistent with thle situation and
characteristics of trade between each pair of countries, with the draft
Standard payments agreement adopted at the first session of the Central
Banks Working Group, subject to any adjustments that may be agreed upon
by the parties before the second session;

Le To request the secretariat that it provide tcchnical and secreterial
assistance to that same group of countries in carrying out this study;

5. To request the secretariat that it transmit to the Lrade
Committee and to the Latin American clearing-accounts ccuntriss the
observations formulated during this seventh session on the d raft standard
agreement on payments and procedures prepared by the Central Banks Working
Group on Multilateral Payments System, so that the countries in cuestion
may bear them in mind when revising existing agreemenis or neyotiating

new ones,

14 Yey 1957

Recolution 116 (VII)

LATIN AMERICAN REGTIONAL MARKHT
(B/CN.22/L57)

The “conomic Commission for Latin America,

{onsidering:

(a) That the Trade Committee, established under the terms of
>

/resolution 101({VI)}



E/CN.12/483
Page 48

resolution 101(VI) adopted at the sixth scssion, held its first session
at Santiago, Chile, in November 1956, and has preseinted a report on the
result of its work (E/CN.12/423) to the current session of the Commission;

{(b) That it is desirable to compleiz the studies specifically relating
to the creation of a regional market in Latin America;

(¢} That the trends indicated in document E/CH.12/C,1/4, presented
at the first session of the Trade Committee, have become more clearly marked
since that date, a development which might have unfavourable repercussions
on Latin Americals extra-regional and intra-regional trade;

(d) That resolutions 46(V)}, 69(V) and 101L(VI) recommended to the
secretariat and to the Trade Commitiee tint they devote special attention
to the trade of those Latin American countriss which are landlocked, or
whose economic structure is based on a single branch of production or is
little diversified;

(e} That greater mobility of capital among the Latin American
count ries would be advantageous;

(£) That it is desirable for the regional market to be gracually
extended until it covers Latin America as a whole, in order to increase
the benefits and possivilities of fuller development and econcomic
integration which such a market may offer;

Decidest

1, To congratulate the secretariat on the efficiency with which it
has discharged ils responsibilitics pursuant to resolution 101 (VI};

2, To express satisfaction at the success of the Trade Committeels
first session, to take note with satisfaction of all those aspects of its
report relating to the regional market, and to endorse resolutions 2(I) and
3(1I) of the aforesaid Committee;

3. To take note of the instructions to the secrstariat both as regards
the inventory of existing industries in Latin America and with respect to
the convening of a group of experts to undertzke the work pursuant to

resolution 3 (I);
he To recomrend to the secretarist:

(a) That it consider the desirability of expediting the implementation,

/within the
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within the shortest possible time, of resolations 2(1) and 3{(I) of the
Trade Committee, with a view to tsking a move decisive step towarde their
underlying objeétiVn; |

(b) That it conduct research and compile 21l data that may serve as
a basis for the work of the Group of Zxperts nentioned in resolution 3(I),
at the earliest opportunity, so that the availability of suech background
information may facilitate the task of the Group;

(c) That it call the atiention of the Group of Ixperts to the specific
situation of those Latin American countries which are landlecked or whose
economic structure is cependent on a single branch of procuction or lacks
diversification, sc that the Group may consider, in planning the structure
of the regional market, the possibilities for the absorpbicn of the exportable
commedities of such countries and for facilitating their industrial
development within such a mariet;

{d) That it also request the Group of Eyperts to censider, in planning
the structure of the regional market, the desirability of facilitating
the formation of-enterprises with capital supplied joirtly from two or
more countries;

{e) That it request this Grcup to study the problems facing the
development of a regional market, in which study considersotion would be
given to each and every Latin Americen country, bearing in mind its
situation and possibilities;

5. To empover the secretariat to requesti, should it deem this
necessary, the collaboration of other compstent internstional agencies in
the preparation of the s tudies or compilation of the data referred to in

paragraph 4, items (a) and (b).
27 May 1957

Resolution 117 (VII)

REPORT ON PAYMENTS AND THE REGIONAL MARIET TO GOVEIN~
MENTS AND THE ECONOMIC CONFERENCEL OF THE

CHGANIZATION OF AMBRICAN STATE
(E/CN.12/L58]

The Economic Commission for Latin America,

/Considering:
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Considerings

(a) That, in August 1957, an Inusv-American Econcwic Conference,
convened by the Organization of Amcrican States, is to be held in the
city of Buenos Aires;

(b) That one of the items on the agenda for this conference is the
Upromotion of inter-latin American trade’;

(¢) That ECLA has made considersble progress in this field through
its Trade Committee, the Central Banks! Working Group of a Multilateral
Payments System, and several studies carried out by the secretariat;

(d) That, in conformity with resolutions 31(IV), 70(V), 1C6(VI}
and 107(VI), on co-operation and cosordirztion of the work of ECLA and the
Inter-Americen Bconomic and Social Council in their respective spheres of
activity, it is highly advisable to .awvoid dupiication of effort or of
expenditure;

(c) That, consequently, it is from every point cf view desirable that
a complete report on the work carried out and scheduled by ECLA in the same
field up to the date of the aforesaid conference be presented te the countries
participating therein, -
Decides that, for purposes of information, the ECLA sccretariat shall
transnit to the secretariat of IA~ECCS0C for the aforesaid Tconomic Conference
of the Organization of American States, and, in advance, to the Governments
of the countries participating therein, a full report on the studies carried
out, under way or scheduled up to that date in relstiontz the problem of
payments and the possibility of creating a2 regionnl market in Latin America,
with a view to co-ordinating the efforts of ECLA and IA=-HCOSOC and preventing
the duplication of their activitles;
Declare§ that itwould view with satisfaction any co-opuration that the
gecretariat of IA-ECCOS0OC might extend to the ECLA zecretariat in proceeding

with the studies on inter-Latim American trade,

27 Moy 1957

/Resolution 118(VII)
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Resolution 118 (VII)

SESSION OF THE TRANE COL#ITIEE
(E/CN.212/159)

The Fconomic Conmission for latin iAmerica,

Considering:

(a) That, in accordance with resolution 101(VI) the &CLA Trade
Comnittee was created and met for the first time at Saatiago, Chile,
in November 1956;

(b) That the worlk vhich has been undertsken pursuact Lo the
resolutions of this Committee is progressing satisfactorily;

(¢) That, in compliance with resolution L(I) of the irade Committee,
the Central Banks Woriking Group on a Multilateral Pgyments System has . -
already met at Montevideo;

(d) That the secretariat of the Commission has arnounced that,
in pursuance of resolution 3(I), a group of exparts will meet in the second
half of the current year to study the possible structure of a regioral
market which will help to promote the rational development of Latin American
Industries,

Reguests the secretariat to make the necessary arrangements for the Trade

Comnittee to hold its second session during 1958.

Resolution 119 (VIT)

STUDY ON COMMODITY TRALE
(E/CN,12/L50)

The Economic Commission for Latin America,

Considering:

(a) That its member States are at pressnt endeavouring to seek
formulae and procedures which will promote the transition from a

bilateral to a multilateral system of recipreocal payments;

/() That, to
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(b) That, to this effect, the Trade Committee adopted resclutions 1(I)
and 4(I), at its first session;

(¢c) That over-all payments ecuilibrium in Latin America depends,
in the final analysis, on the elimination of structural eccnomic causes
tending to keep certain countries of the region in a permanent - debtor
position;

(d) That the need to eliminate such corditions and encourage trade,
both intras-regional and with the rest of the world, gave rise to
resolution 10L(VI), adopted at the sixth session held at Bogot4;

(e) Thnat the development of intra=-regional trade in conditions of
steady expansion and, as far as possible, of ecuilibrium, is a basic
requisite for the establishment and maintenance of a multilateral payments
system aﬁd likewise for extending the participation of the Letin American
countries in world trade,

1, To take 2 ccount of resolution L(I) of the Trade Committee;

2. To recommend to the secretariat that it continue and intensify
its studies on inter~Latin American trade, principally with a view (i) to
suggesting measures whereby the aforesaid structural disequilibria in the
balance-oi=-payments situation of some Latin Americen countries may be
remedied, (ii) to expanding trade both within and outside the region at
increasingly high levels, and (iii) to expediting the transition towards
greater liberalization of trade and a multilateral payments system.

27 May 1957

Resolution 120(VII)

INTER-TATIN AMFRICAN TRANSPORTS
(B/CN,12/L61)

The Econemic Commission for Latin America,

Considering:

(a} That the existence of satisfactory means of maritime transport
and their co~ordination with land transport routes and inland waterways
is a requisite for the expansion of inter-latin-fmerican trade;

/(b) That at



(b) That at the present time the defects of the transport system,
and - especially the exlstence of inadequately served tratde routes,
constitute an obstacle to the maintenance of regular trade relations
between certain zonzs of Latin America;

(¢) That chapter IV of the secretariat report entitled Stuudy of
inter-Latin American trade (E/CN,12/369/Rev,l) contains background material
useful for research into possible solutions for such problems;

(d) That resolution 1UL(VI)} assigns to the Trade Committee the

responsibility of preparing specific formulae for the removal of obstacles

to inter-Latin-American trade, among them the prcblem of tronsport,
Declides:

1. To recomrend to the secretariat that, a fter ﬁrior consultation
with the secretariat of the Inter-American Economic and Social Council
to avoid duplication, it continue the studies on inter—fatin American
transport and the problems thereof, especiaclly inadecquately served irade
routes, in order to guide countries in the adoption of messures desigied
to inpart greater regularity to inter-latin American maritime transport;

2, To recommend to the Trade Committee that it devote particular
attention to cquestions relating to transport, and include the relevant

items on the agenda of its forthcoming sescion,

27 Nay 1757

Resolution 121 (VII)

REPTRCUSSICNS OF THE EUROPEAN COMMCON MARKGET
(B/CN.12/462)

The Bconcomic Cqmmission for Latin America,

Considering:

(a) That it is of great importance for all the latin American countries
to continue to observe the experiments in economic int=grition in vrogress .
in Europe and projected in other areas;

(b) That, under the temms of resolution 102 (VI), this Commissien
recommended to the secretariat that, in co=operation with the Department

of Economic and Social Affairs of the United Nations, it should continue

/the analysis
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the analysis of the markets for those basic commodities which are of
decisive inportance for the e conomies of the Latin Awerican countries;

(¢) That both the stability and the procperity of the economies of
the Latin American countiies, as well as the possibilities of their
development at a satisfactory rate, largzcly depend on the volume end
value of their exports of primary comnodities,which in turn are
condit ioned by the situation of the available maikets;

(d) That the creation of the Buropean Economic Community and the
possible formation of a free trade zone in Burope inay have repercussions
on the sales prospects and prices of Latin American primary commodities
on the world markets, to an cxtent not yet possible to zssess;

(¢} That the trend towerds European cconcmic Inbtesration, while
deserving the fullest sympathy of tne Latin American countries, arouses
in them some apprehension as to the implications of the estsblishment,
at any rate for a time, of a preferential trade system and as to a possible
decrease in the rate of growth of Europesn investment in latin America,
Decidos:

1, To take note with interest of the preliminzry study (E/CN.12/449
and Add.l) presented by the szecretariat cn the pessibie repercussions of the
Furopean coimon market on latin Americat's export tride;

2. To recommend to the secretariat that it continue to observe
closely the cconomic integration of Europe and cther arcas, and that it
keep the member Govemments supplied with the relevant informition;

3. To recommernd to the secrstariat that it carry out studies on
world market prospects for Latin American primary comnodities taking into
consideration in particular the consequences that ray arise from the
European common market, from the possible establishment of a free trade
zone in Europe, and from other similar projects;

L. To recommend that these studies be conducted along broad lines,
go that they cover both the indirsct effects on Latin American trade of
the possible repercussions of European integration or third areas, and also
the probable trend of trade in Letin American primary commodities over a
reasonable future period;

5 To suggest that the secretariat endeavour tc co-ordinate the
execution of such studies with others of a similar nature undertaken by
the secretariats of the General Agreement on Tariffs and Trade, the

/Economic Commissicn
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Economic Commission for Lurepe; the Eccnomic Cowmission for Asia and the Far
East, and by other compeient United Nations egenciss;

6. To meke the following recommendations to the membder countries of
the Commission, especially those of latin America: (a) that they consider
the desirability of carrying out consultations on the possible repercussions
of the European comuon markst; and (b) that they send repressntatives, in
an appropriate capacity, to international conferences at which cquestions
bearing on the Buropean common market and its possible effects on latin

Arericals econony and trade are considersd,

27 ¥y 1997

Resolution 122(VII)

TRADE OF LANDLOCKED COUNTRIES
(B/CN,12/453)

The Beonomic Commission for Llatin Amerdca,

Whereas:

(a) At their plenary meetings on 9 August 1956 and 20 February 1957,
the Economic and Social Council and the General Assembly adcpted,
respectively, resolutions 614 (XNII) and 1028 (XI), in the first of which
the attention of the United Nations regional economic commissions is called
"to the advisability of studying difficulties preventing expansion of
international trade", while in the second the Governments of *ember States
are invited "to give full recognition to the needs of lancleckea lenbers
in the matter of transit trade';

(b) The economic development of landlocked countries is largely
determined by satisfactory transit trade conditions which permit them
satisfactorily to expmnd their internaticnal trade,

Decides to recomnend to the Governments of the Member States the )
desirability of granting the greatest possible facilities for the expaﬁéion
of the international trade of landlocked countries,

27 May 1957

/111
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III

ORGANIZATION OF ACTIVITIES RELATING TO TRADE UNDERTAKEN
BY THE ECONOCHMIC COMMISSION FOR LATIN AMERICA

On the following page a diagram is presented showing the organ-
ization of the Commission's activities relating to trade. Since the
present report contains only passing references to the Central 4dmeri-
can Lconomic Integration Programme, it was considered desirable to
insert a short note on the Commission's efforts to promote inter-
Central American trade and the economic integration of the countries

af that area.
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NOTE ON LCLa ACTIVITIES TO PROMOTE INTER-CENTERAL AMERICAN
TR4DE AND THi ECONOMIC INTEGRATION OF THT AREA 1/

The Central american Lconomic Co-opzration Committee (formed by the
Governments of Costa Rica, Bl 3alvader, Cuatemala, Honduras and Nicaragua),
established pursuant to resolution 9{IV) adopted by ECLA at its fourth
session (sexico, June 1951), decided at its first session (Tegucigalpa,
Honduras, August 1952) to embark upon a gradual and progressive programme
for the integration of the Central American econcmies, on a basis of
co-operation and reciprocity among the five Governments. The promotion
of inter-Central American trade is, by definition, one of the instruments
of this integratiwn, precisely one of the principal aims of which is the
formation of broader markets through trade in the commodities produced
by the Central American countries,

From the outset of its activities *n August 1952, the Committee recog-
nized that one of the first tasks of a practical nature which might be
undertaken, to provide a background for subsequent studies on trade policy
and the promotion of inter-Central American trade, would be the preparation
of a standard tariff nomenclature. Consequently, during the session it
was decided that a Sub-Committee for the Standardization of Customs Tariff
Nomenclature should be set up (resolution 9{AC.17)). This sub-committee
spent over three months on the preparation of a draft standard Central
Anerican tariff nomenelature (NaUCA), which was afterwards submitted to
the Committee, 2/

At its second session (October 1953) the Committee approved the NAUCA,
and recommended to the Central American Governments that they should adopt
it; at the same time it requested that a coding manual should be prepared 2{
and decided to set up a Central American Trade Sub-Cormittee, among the

1/ This note is intended to explain the diagram on the preceding page,
by supplying certain data on the Central American ’rogramme,

2/ The NAUCA and, subsequently, the Coding ilanual were prepared with the
technjcal collaboration of the United idations Statisztical Office and
the Inter-fAmerican Institute of Statistics.

Q/ Both these documents are contained in E/CN.12/420, United Mations
pubiication, Sales No.: 1955,I1.G.3.

/functions of
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functions of which were those of preparing a draft standard customs code
and regulations for Central america and of studying the equalization of
tariffs for certain commodities in inter-Central american trade (resolution
18(4C.17)). The Sub-Committee has held several meetings, at which it has
considered the coding manual for the MAUCA with some later amendments and
additions, the standard tariff nomenclature for export comnodities, the
- draft standard customs code and regulations for Central imerica, a number
of aspects of the problem of tariff equalization, etc.

Apart frem its important role in the preparation of the NAUCA, of the
coding manual for this latter and of the standard exoerts nomenclature,

ECLa prepaved two studies, one on sndlisis y Perspectivas del Ccmercio Inter-

centroamericano {(Analysis and Prospects of Inter-Central imerican Trade)
(E/CN.12/CCE/10) and the other on Pelitica Comercial y Libre Comercio en
Centrvamérica (Trade Policy and Free Trade in Central Arerica) (E/CN,12/
CCE/11).

At its third session, (January 1956) the Bconomic Co-omeration Committee

decided that an Ad Hec Committee compesed of delegations from the Central
Arerican countries should be set up to prepare a draft muitilateral Central
American free trade and economic integration treaty and to study the commo-
dities to be included in the free trade list (resolution 23(CCE)), The Ad
Hoc Committee met in iarch 1956 at the dexico office of the ECLA secretariat,
and on the basis of the secretariat's preliminary draft and studies or notes
on commodities, prepared a draft multilateral tieaty, conaidered the list

of commodities which it might cover and submitted a report to the Committee
(E/CN,12/CCE/67). The Committee decided, at its fourth sassion (February
1957), that this draft should be recommended to the Cen®ral American Govern-
ments for treir study and censideration, with a view to its being signed by
them within a reasonably short time (resolution 37(CCE)).  Pursuant to
another resolution (24(CCL)), adopted by the Committee 2t its third session,
the secretariat has recently prepared such background documents as will
enable the Central american Trade Sub-Committee to draft & basis for the
equalization of tariffs in the Central American countries, as a preliminary
step towards the constitution of a customs union. The Sub~Committee will

meet in September 1957,

/Still in
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Still in direct connexion with the economic integration of Central
america, the Leonomic Co-operation Committee requested the secretariat, in
resolutien 26{CCL), also adopted at its third session, ts draft a standard
bill for regional integration industries., The completed bill was submitted
tu the consideration of a group of experts from the five Central American
countries, which prepared the final draft and oreserted it to the Committee
at its fourth session (E/CN.12/CCE/68), The latter decided to recommend it
to the Central American Governments for their signature (resolution 38(CCE)).

sention must lastly be made of the fact that, at its third session,
the Coumittee felt that the time was ripe to secure the increased partici-
pation &f private initiative in the industrial aspects of the integration
programme, To this end, it created (resolution 28(CCH)) the Central
Amgrican Industrial Initiatives Commission, composed of representatives of
the Governments and of private initiative. The aims of this Commission
include the exchange of informatien on industrial undertakings and projects
"and the examination of practical measures for furthering the technical and
economic studies required for the more satisfactory development of the
industries concerned, the expansion of market possibilities in Central
America and the inter-relatiocn and correlatien of various types of indus-
tries. The Indusirial Initiatives Commission met for the first time in
July 1956 and discussed a considerable number of undertakings which might
form part of the integration programme or which are important for the
industrial development of the Central American countries, The relevant
report (E/CN.12/CCE/9) was considered by the iconomic Co-operation Cemmittee
at its fourth session., It was decided to recommend to the Governments that
they adopt various measures connected with the activities of the Industrial
Initiatives Commissien, and this latter and the secrstariat were requested
to prepare given studies and to examine certain surveys and reports already

completed or under way on specific industries.,

JIV
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SRIEYF CHRUVOLOGICAL REVIEY OF ECLA ACTIVITIGS RRLATIHG
T INTER-LaTIN AJFRICAN TRADE 1/

!

A chronoleogical outline of the events and the activities of the Com-
mission leading up to the present stage of the work on inter-Latin American
trade is given below. A number of conclusinns and reflections might be
deduced from this brief review, but to deal with them here would be to
elaborste unnecessarily on considerations already formulated in the text
of the report proper. Suffice it to point out that during these seven
years of activity in the field of intra-pegional trade, the Commission has
developed an effective system of ideas, and the relevant problems have been
tackled more and more methodically. This wnrocess has taken concrete shape
in the crestion of the Trade Cormittee and of the working groups and groups
of experts that the Governments represented on the Committee have decided
to convene so that practical solutions may be more effectively sought.

The aforesaid process may be summed up under the following twelve
heads:

(1) June 1950: the secretariat completed and presented to the third
session, held at Hontevideo, Uruguay, the report entitled irade
trends and policics in Latin America (E/CN.12/165), which cons-
titutes an exploratory and experimental study of inter-Latin
american trade., On 19 June 1950, the Commission adogted a

resolution on Intra-regioral Trade (E/CN.12/201), requesting

the secretariat to "prepare studies of a small number of products
or services which may.....lead to an expansion of trade between
the Latin American countries, or betwsen smme ¢of them", and also

"to study other means of expanding trade within the region'.

1/ Only those events and studies most closely comnected with this
topic are included here., Consequently, activities relating to
Central America: econcmic integration are not dealt witk at this
point, altheugh s™me reference is made to them in the text of the
revort, In this connexion, the reader is referred to the study
Central american fconomic Intesration: develooment and yrosvects
(/0. 12/422), United hutions publication, Sales No.: 1956,11.G.4
{opanish only), and to the note appended to annex III,

/(2) June 1950
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(2) June 1950~June 195L: during the fourth sessisn, held at ilexico
City, the secretariat reported to the Commission (B/CN.12/228)
on the status of the study which it had been raquested to carry
out at the third session, and the Commission decided to amend
the resolution cited in sub-parogruph (1), by widering the scope
of the studies requestad therein o¢f the secrciarioi, rainly with
a view to the preparation of Tz siuly of the noessibilities of the
expinsicn of trade betweszr tac Letin dmerican countrles", which
should give "swneclal attsntioa t- the study of the relation of
inter-Latin American trade to “ihe cc-ovrdination -f national
economic vnits within over-a:l ylsns fer joint and harmonious
devolopment”, The same rescluticn {20(1V)) reccrmuended the
secretariat to call "a sveclal mzebing of experts in foreiyn
trade!.

(3) July 1952-ipril 1953: apart from “hese specific studies, but in
clise connexion with them, the secretariat conei-icreu the diffi-
culties of increasing Latin America's exworts to worid markets,
and, in collabworation with the United Nations Fceod and Apricul-
ture Urganizati~n and the mconomic Commission for muiope,

prepared a Study of trade between Tatin amvrica w3 imopa; the

printed edition of which was presented to the fi7'. :ession of
the Coumission, held at Eio de Jancirn, Brazil. 2

(4) July 1952-April 1953: in conformity with resoiubion 20(I7),

~ adopted at the fourth session, the secretariat vrepared the
repart therein requested, and oresented to the fifoh session

the Study of the prospects of inter-Latin ameritar %rade

(Southern zone of the region) (E/Ci,12/304). The Commission teck

note of the report, and once more extended the s~cretariat's
terms of reference with respect to the study of inter-Latin
American trade, particularly recommendirg, in resolution 69(V),
that it should 'broaden the scope of its researsh into co-0per=

ation among the Latin asmerican countriles wnth respect to economic

2/ United Nations publicatien, 3ales Ho.: 1952.I1.G.2.

/eoliey, in
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policy, in such a way that practical solutions may be found for
the problems affecting the developrent of trade, and should, in
addition, study the possibility of fermulsting the bases of a
commercial policy for Latin American trade. Aind, for this pur-
pose, the resolution mentions a series of spscific problems to be
studied by the secretariat.

(5) May 1953-April 1954: the secretariat thoroughly revised the study
mentioned in sub-paragraph (4) and published it in its final printed
form, 2/ . o

(6) tay 1953~iugust 1955: in.cdmpliance with resoluticn 69(V), the
secretariat prepared a fuller and more comprehensive analysis of
intra-regional trade prcblems, and presented to the sixth session,
held at Bogotd, a preliminary version of the Studv of inter-Latin
American trade (E/CN.12/369).‘ The Comissien considered that this

repcrt "econstitutes a very considerable advance in the sphere of

research into the problems of inter-Latin Americsn trade, and...
.+.enables an examination of specific solutions aimed at intensify-
ing such trade to be undertaken". A decision was adsrted "to set
up within the Economic Commission fer Latin America a Trade Com~
nittee formed by member ceuntries for the purpese of intensifying
inter-Latin American trade - without prejudice to the expansian

of trade with other regions and mindful of the fundamental neces—
sity of increasing over-all world trade - through a solutien of
the practical problems which hamper or delay such trade and the
preparation of bases to facilitate trade negotiations" (see
resolution 101{VI))., The Commission also decided that the Trade
Committee should concern itself with the preparation cf specific
proposals and "shall bear in mind the topics covered in the
secretariat's report (E/CN.12/369), such as the vroblems of inter-
Latin American payments; trade'poliCy; specific questions eof

maritime transport and the trade in given products; and, similarly,

3/ E/Cii.12/304, Rev.2, United Nations publication, Sales Ne,: 1953.I11.G.4,

/the other
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the other studies and subjects the analysis of which may lead to
the achievement of the objectives which caused its establishment".
Furthermore, "in discharging its functions, the Trade Committee
shall consider in detail and make full usé of the studies on the
subjects recommended by the preseﬁt resolution carried out by the
Inter-American Economic and Social Council and other international
organizations",

(7) September 1955-October 1956: pursuant to resolution 101(VI) and
with a view to preparing for the first session of the Trade Com-
mittee, the secretariat appointed an ad_hoc group of experts to
visit the authorities most closely connected with the intra-
regional trade of those countries of South America which maintain
bilateral trades agreements among themselves, and to ascertain
their epiniens on trade and payments problems in the rsgien., The
findings ¢f this survey are to be found in the documents Payments
and trade in Latin America (E/CN.12/C.1/3), Payments and the
rerional market in inter-Latin Americen trade (E/CN.12/C.1/4) and
Inter-Latin American commodity trade in 1954 and 1955: situation
and prospects in 1956 (E/CN.12/C.1/5), which were distributed to
Governments in due course, In addition, the secretariat published

the printed editivn of the Study of inter-Lsztin American trade,

after subjecting it to the necessary technical revision and

bringing statistics up to date. &

(8) November 19546: on the basis of the technical information provided
in the docunents menticned in the preceding sub-paragraph, the
Trade Committee held its first session at the headquarters of
the Commissinn in Santiago, Chile, and adopted important decisisns
concerning the gradual building-up of a system for the multilate-
ral compensaticn of payments (resolution 1(I)}; the studies
required and the prvcedure to be utilized for the creation of a

regivnal market to promote trade, especialiy in manufactured
goods (resolutiens 2(I) and 3(I)); and the liberalization of
Latin American trade in traditional commodities (resolutien 4(I)).

4/ United Nations publicatien, Sales No,: 1956,I1.G.3.

/(9) December
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(9) December 1956~February 1957: the secretariat collected and issued
in a single volume the report of the first session of the Trade
Committee and the documents mentioned in sub-paragraph (8), and
distributed them to Governments under the title of Inter~Latin

American trade: Current problen, 2/

(10) January-March 1957: the basic facts to be considered in relation
to the introduction of a system fwr the compensatien of balances
in bilateral accounts in inter-Latin American trade were set forth
and analysed in three secretariat documents, Cempensation of
balances in inter-Latin American trade (E/CN.12/0.1/4G.1/1),

Registration of operations transacted through ‘nier-latin Ameri-

can_clearing accounts and exchangz ¢f comparable data (E/CN.lZ/

C.l/WG.l/Z) and Basos fer a draft standard agreement on a payments

régime (I/CN.12/C.1/WG.1/3). These background cdocumerts provided
a basis for the discussions of the Central Barks Working Group on
a Multilateral Payments System, which, in cenformity with resolu-
tion 1(I) of the Trade Committee, met at Montevideo, Uruguay, from
29 April to 10 May. The Working Group considered the possibility
of establishing a series of joint measures for the gradual
elimination of the inflexibility of inter-Latin American trade
resulting from the bilateral trade and payments system. The
resolutions adopted by the representatives of the Central Banks

of the countries engaging in bilateral trade - resolutions which
these countries have begun to put into practice in their recipro-
cal trade relations ~ represented a first step towards the
adoption of broad multilateral solutisns for the problem of trade
and payments in Latin America, An account of the proceedings at
the session of the Working Group was given in the repert submitted
to the Trade Committee, which this latter will consider at its

second sessicon, & The resolutions adopted by the Group included

5/ B/CN.,12/423, United Natiens publication, Sales No.: 1957.I11.G.5.

6/ See document E/CN,12/C,1/WG.1/5, which is being transmitted
separately for informative purposes.

/the decisien
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the decision to hold its second session at Rio de Janeiro, Brazil,
at a date to be fixed by the secretariat, in erder to evaluate
the results of the measures agreed upon and to study a satisfac-
tory formula for a more complete compensatory payments system.

(11) April-May 1957: in additisn to the work on payments reviewed above,
and in connexion with its activities relating to the regiocnal
market, the secretariat compiled data on the Furopean common
market in a brief repert and made a preliminary analysis of their

Z/ It likewise brought

up to date, in another document, the necessary information on the

bearing on Latin America's foreign trade.

activities of the Trade Committee, g Both reposrts were submitted
for consideration at the seventh session, held at La Paz, Bolivia,
frem 15 to 29 May.

The Commission adopted the resolutions appreved by the Trade
Cemmittee and teok nete of the report submitied to the Committee
by the Central Banks Working Group, The problems of payments and
a regional market in inter-Latin American trade were fully dis-
cussed, together with the possible repercussions of the European
common market ¢n Latin America's exports and capital imports, 2/

N . . . 1
The Comnission adopted various resolutions relating to trade,—g/
outstanding amcng which were these expressing satisfaction with the

work on payments and a regional market already under way, and
another requesting that the Regional Market Expert Group should

meet at the earliest possible opportunity.

Z/ See Note bv the secretariat on the nossible repercussisns of the
Euronean common market on Latin American exports (E/CN.12/449 and Add,l).

§/ Progress report by the secretariat on the work cf the Trade Committee.

9/ Annex I contains the report ef Committee I {Trade) of the seventh
sessicn, which gives an account of the discussion on all these topics,

10/ The text of all these resolutions is given in annex II of the present
report,

/(12) June
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(12) June~July 1957: the secretariat is proceeding with its
studies and activities in connexien, on the one hand, with
the implementation of the recommendzaticns of the Central
Banks Working Group and the preparations for the second
session of the Group in question, and, on the other, with the
research and other work preliminary to the session of the
iegional Market Expert Group which is in principle expected
to take place at the end of 1957. Progress is also being
made in the other studies and research work requested of the

secretariat at ECLA's seventh session.






