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TITRODUGCTION

The economic integration vrogramme sponsored by the Central American
Economic Co-~operation Committee of the Econonde Comuission for Latin America
was inaugurated pursuant to resolution 9 (IV) adopted in 1951 during the
Commissionis fourth session. _

This resolution, submitted by the delegatidns of Costa Rica, El Salvader,
Guatemala, Honduras and Nicaragua, expressed the interest of these Govern-
ments "in the development of agricultural and industrial production and
of transvortation systems in their respective countries so as to promote
the integration of their economies and the expansion of markets by the
‘exchange of their nroducts, the co-ordination of their development programmes
and thec establishment of enterprises in which all or some of these countrics
have an interest'.

After the secretariat had prepared the preliminary studies in 1951 and
1952, the Governments of the five Central American republics were consulted
and the first session of the Committee provided for in resoclution 9 (IV)

~was convened by mutual agreement. On the invitation of the Government of
Honduras, the session was held at Tegucigalpa from 23 to 28 August 1952.

As a basis for discussion the secretariat submiited a Preliminary report on

gcoromic iitegration and reciprocity in Central America (L/CF.12/AC.17/3)

together with notes on Econoq;q integration and technological co-operation
(1/CN.12/4C.17/4), Standardization of customs tariff nomenclature (E/CN.12/
AC.17/5) and Transnort in Central America (E/CN.12/AC.17,6).

Since that session, at which it was decided to undertake a programme for

the graduai and rrogressive integration of the Central American economies on
the basis of co-oparation and reciproéity among the five Govermments, a
series of studies has been made on different aspects of Central American
economic integration. Some have.dealt with over—~all vroblems such as
transport, energy, technological rosearch, vocational training and financing
of development, while others have covered specific industries sUch.as.p&lp

. and paper, the livestock and dairy indusiries, the textile industry, etc.
Work was also started on tariff nomenclature, customs rsgulations and public
administration. In all these activities the gsecretariat has complied with

the ingtructions set forth in the Comrittee!s resolutions, while the Com-ittec

/in turn
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in turn has requested the co-operation of the United Nations Expanded
Programme of Technical Assistence in orler to obtain the services of various
experts in different fields whenever it has considered such co=~operation
advisable. In addition to the assistance provided by the Expanded Progranme
of Technical Assistance, the Department of Economic and Social Affairs of
the United Nations and, in its own particular field, the Tnter-American
Statistical Institute have been particularly helpful.

The review of the Committee!s activities during its two and a half years
existence which was made at the extraordinary session, held at San Salvador
in May 1955, showed that considerable wrogress had been achieved in many
of the fielras which had been regarded from the outset as important for the
economic integration of Central America.;/ The status and prospects
of transport in Central America were surveyed quite extensively; the prepara—
tion of the Uniform Central American Customs Nomenclature and of its Coding
Manual was completed; a study was made of inter-Central Auerican trade and
of trade policy, particularly in comnexion with the expansion of a free trade
area in the region; a weliminary examination was made of the situation and of
requirements with regzard to the development of elsctrie erergy; the.

- forestry resources of the region were surveyed and tne ﬁossibilities of
establishing a pulp and naper irdwstry as well as other forestry industries
were investigated; an appraisal was made of the livestock situation

in Central America with a view to co~ordinating its developmént‘"and establish—
ing possible co-operation on projects suitable for integration; -the Advanced
School of Public Administration for Central America was created ard started

its activities early in 1654; ard a preliminary study was made of some problems
relating to the financing of develomment, particularly those connected with

the securities markst and the possibility of establishing a Central American

development corporation or some other organization witi similar

1/ See the following reports of the Comrittee: £irst session (E/CN.12/AC.17/
2L )3 report covering the period from 28 August 1952 to 16 October 1953
(Z/CN.12/CC5/1)3and report covering the period 12 October 1953 to 9 Nay
1955 (&/CH.12/CCR/29) . ‘ :

/functions.g/
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functions;g/ .
' ﬁuiing the extraordinary session, several important decisions were res:h :d.

Special mention should be made of the Committee's decisions to establish

a Cemtral American Research Institute for Industry along the lines suggested
by a mission of experts of the Technical Assistance Ad-inistration éé to
proceed with the work on the ovlp 'aud paper industry a.d to nrepare a
'Specific development project to be implemented in Honduvras pursuant to the
recommendations of the missien which repared the preiiminary study; to
establish a Statistical Co-ordination Sub-Cowniittes; to continue the work on
tariff nomenclature and customs regulations; to request a study on standard
weights and measures in Central Amefica and to widen the terms of feference

of the Central American Trade Sub-Committee, established at the second

session so that it could be called uwon to prepare a preliminary draft
multilateral agreement on fres trade in Central America and other similar
studies. ¥ _

| However, owing to the time which had elapsed since the first session

and considering the advisatility of maintaining the greatest possible
equilibrium at all times between institutional projects and those dealing with

specific production activities, the Committee, when reviewing the general

2/ Sece inpter alia the following documents: Transportation in Central America
(E/CI.12/356), Umited Nations Publication, Sales N°:1953.VIII 2; Central
American Standard Customs Nomenclature (£/Ci.12/420), United Nations
Publication, Sales N°: 1955, I1.G.3: and reports of the first and second
sessions of the Central American Trade Sub~Committee (E/Cli.12/CCL/SC.1/11
and 18); Analysis and prospects of Inter—Central American trade, 193/-38
to _1946-52 (E/C,12/CC5/10); Trade policy and free trade in Central
America (B/CN,12/CCE/11); Preliminary report sh electrification in Central
America (ST/TAA/S/Central America/R.1); Informe sobre la industria
ganadera (FAO/55/7/4320); Note by the Secretariat on the proposal to set
up an Advanced School of Public Administration for Central America (E/CH.
' T2/AC.17/31) and Heoort by the Director of che School (BSAPAC/256/1G.21);

and Preliminary revort on the problems of finencing economic development
‘and irtegration in Central America, (&/CN.12/AC.17/30).

3/ Informe sobre la organizacién de un Instituto Centroamericano de Investie
gacidn v Tecnologia lndustrial (S1/Tik;jd/Central America?ﬁ?ﬁj.

g/ See the Committee's progress report covering the period from 17 October
1953 to 53 May 1955 (E/CN.12/CCE/29).

/status of
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status of the programme at the extraocrdinary session in Kay'1955, decided, in
resolution 8 (CCE), to reaffirm its interest, in regard to the Céntral_American
economic 1ntegratlo“ programme as a wihole, in the maintenance of a proper
relationship between the basic institutional projects ard those dealing with
the development of productive activities; and in the esi-blishment of
new industries suited to the Central Americanresgion. The Conmittee further

requested the secretariat, in view of the changes which had taken place in the
| Central American economies following the establislment of the priorities
listed in resolution 2 (AC.l?).and taking into account the ideas expressed
at the current session, to evaluate these priorities and to present to the
Committee at its next session any additions to or changes in the list which
might seem advisable for the early attaimment of the objectives of the
programﬁee ' '

This reszolution emerged from the general debate on the economic inte—

gration programne, in which different points of view were put forward 24
In view of the fact that, on the one hand, institutional pfojects producing
long-term advantages and recuiring Government actiorn had been carried out, for
example in connexion with education, transport, tariff nomenclature ete., and
that, on the other hand, séme industrial projects of shorter duration had
been examined in which private enterprise might play a role, it was considered
necessary to strike a baiance between the twoit*nes of nrojects, In this
connexion it WaS anparent that “TOJECtS requlrlng mainly Goverioment action
also required the vrovision of uove*nment capltal which, generally speaking,
- could not be recovered in a short time and that unless an adequate balance
was maintained betwesn Government prOJects and these vhich relied mainly on
nrivate enterprise, and which might also be financed by prlvate-enterprlse
oryin part, by recoverable public investment, the demand for capitél might
weigh so heavily on the public sector that ‘there wbgld be an excéssiﬁe drain
on fhe funds allocated for national development-pfbgrammes. In édaition, it
was stressed that, after the preparatton'Of-the list of prioritieé, economic
conditions in these countries had changed and that some industries not
criginally considered suitable for intégration might quite nossibly now be
included. Tt was further noted that long-term institutional projects were

valuable for economic development, but that they should be accompanied byr

5/ See the summary record of the first session (3,CN.12/CCE/SR.2), 4 May 1955.

F o i At ]
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others designed to produce specific industrial results and to assist in-
providing a wider basis for the institutional vrogrammes themselves,

Tt was also recalled that the nrobilem had been originally discussed by
the Committee and stress was laid on the fact that‘the activities already
undertaken in comnexion with the standardization of tariff nomenclature,
transport, energy, technological research and public adeninistration could
not have been postpored without prejudicing the estabiis.ment of a favourable
climate for the development of new private activities, Some of the institu-
tional nrojects are particularly useful in promoting private enterprise;
conversely, some production nrojects call for legislative and possibly
financial action by Governments.,

On the basis of this background information, the secretariat submitted
a report at the third session of the Committee, held at Managua, Nicaragua,
in January 1956, reviewing the status of the economic integration programms
and the main changes in the Central American economy which arfected the
prograrme; the Secretariat also reappraised the projects as a whole and
the relevant problems with a view to sugsgesting some acdditiocnal incustrial
integration possibilities not originally considered or considered only very
tentatively. The industrial expvert of the prozramme, appointed by the
United Nations Technical Assistance Administration, participated in the pre-—
parasion of narts of the rerort.

The third sessiond the Committee received the report with interest
and resolved in future to concentrate more on certain specific industrial
aspects and on a policy of establisaing a Central American free trade zone
on the basis of an ad hoc multilateral treatyqé/ In accordance with the
resolutions adopted at ilanagua during the first half of 1956, a group of
experts of the countries represented in ihe Committee rrepared a preliminary
draft treaty; another group outlined a systém of Central American integrated
indusiries in order to facilitate t.e establishment or expansion of specific
industrial activities on the basis of a common market, and the Central
American Industrial Initiatives Commission,set up by the Committee with two
representatives {one representing private enterprise) from each country

held its first meeting.

6/ See progress report of the third session of the Committee (E/CK.12/CCL/E4)
covering the period from 10 ¥ay 1955 to 29 January 1956,
/In the
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In the ﬁreseﬁt report, commended by the Committee,Z/consideration is
given to the discussions and decisions of the Managus session as well as
to the work carried out from January to July 1956. In addition, much of the
. material presented in the preiimirary version has been revised and other
information has been added which was ndt.available a% the end of 1955. The
arnex included at the end of the report contains all tlie rssolutions adopted

by tie Conmittee since its first session held in Auvgust 1952,

.7/ See resolution 27 (CCE).

/Chapter I
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Chapter 1

FUNDAMENTALS AND REQUIREMENTS OF ECONOMIC INTEGRATION IN CENTRAL AMERICA

1. Some characteristics of the Central American economy

In a report issued by the secretariat in 1952, which served the Committee

&s a basic document vhen it adopted the Central American programme of
economic integration and reciprocity ;4 gstress was laid on the fact that

such a programme was warranted by the existence of national economies resting |
on narrow economic foundations and by the desirability - in view of the fact
that the five republics presented certain similarities and were of the same
historical origin - of attempting to direct the economic development of these
countries i such a way that these would be the minimum duplication of
activities and that as wide a market as possible would be created. A

common Central American market thus constitute a basis for the initiation of
productive cctivities which might be impossible within a meore restricted
economic palierne

The lgvel of scoromic development which each Central Amecican country
could attain by itself is limited by geograpﬁic conditions, by the unequal
distribution of the nopulation among the five countries and by their low
income level.

The total area of Central America is 440,865 kme, of which only 4 mil-
lion hectarzs, or about 9 ver cent of the total, are cultivated; 4.5 million
hectares are permanent nasture and grasslands; 22.8 million hectares are
woodlands ard 6,6 million hectares are built-up, unproductive or miscel-

lanecus areas 2. The potential productive area at present unutilized is

;/ See Preliminary report on ecoromic integraiion snd reciprocity in
Central fmerica (E[CN.lZ?AC.l’??B‘) s chapter IT "Favourable factors for a
policy of economic integration in Central Ameriea'.

2/ See Food and Agriculture Organization, Yearbook of Food and Agricultural
Statistics, 19355,

/estimated at
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estimated at about 6 million hectares,

There are also mineral resoirces as yet not fully surveyed - mainiy
lead, copper; zinc and precious ietals ~ and mining operations have begun
on a small-scale; in recent years, préspecting for oil has begun in several
Centiral American countries. The hydro~electric potential has been
estimated tentatively at about 2 million KW which is a oroximately 20 tinmes
‘the total installed hydro-electrie capacity of Central Auerica. The coasts,
extending almost 2,000 km on the Atlantic and about 1,800 km on the Pacifiec
side,é/ seem to offer some prospects for the development of fisheries.

The population, which in 1954 mumbered 9 million, is densest in the
highlands and the more developed areasj it is not distributed according to
the resources available in the various areas of one country or even of
several countries. At the national level, the number of inhabitants per
km2 fanges from as little as & in Nicaragua to as amch as 102 in El.Salvador,
with intermzdiate figures of 29 in Guatemsla, 18 in Costa Rica and 14 in
Honduras. The differences become still more marked when one compares
spécific areas in Centrul America. In some, overpopulation is evident even
when actual and potential natural resources are talken into account, whereas
in others thsre are untapped agricultural, forest and mining resources, To
the extent that migration can take place within each country and among thé
Central American nations, which would relieve vonwlation pressure in areas with
a high ratio of irhabitants to known resources and open up other areas with
potential but unexploited wealth, the effort required to accelerate the
rate of economic development for the whole of Central America could be
feduéed. _

At present, when a marked disparity exists between available resources
- in the various production areas and their populaticn, under-employment and
even seasonal unemployment are characteristic features of Central America.

- Employment in low-productivity oqcupétions - mainly primary oécupations - is
also characteristic. | | -

On the other hand, the rate of population growﬂh is extraordinarily
high and is showing a tendency to accelerate. The highest gross rate of

Estimated on the basis of information provided by the statistical
bureaux of the Central American countries.

!

eV

/growth (1954)
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growth (1954) is in Costa Rica and E1 Salvador, where it has reached 38.6
and 33,1 per mil; Guatemala, Nicaragua-and Honduras come next with 32.8,
31.7, and 28.1 respectivelyaéf | Thesz are avong the highest rates of growth
in the world.. o

A rapidly growing population to:ether with the scanty utilization of
domestic savings for productives national investment has created production
patterﬁs in which the primary‘forms predominate while the cevelopment of
industries and services is limited. This shows that, given the present
restricted size of domestic and local markets, the Central American economy
has little capacity to absorb the population employed in low-productivity
occupations or to.make the high capital—intenéive investments which require
wide markets and efficient and economical transﬁort facilities.

These circumgstances are clearly reflected in the structure of the vopula..
tion by sectors of activity. In 1950, 69 per cent of the economically
active nopuration was emplLoyed in agriculture,é/only 10 per cent in
manufacturing, 4.6 per cent in trade and 13.4 per cent in other services
ineluding transport ard communications. Mining, wiich is in its infancy in
Central America, employed only 0,3 per cent; power and other urban services
employed 0.2 per cent and the building industry, vhich has become increasingly
active in recent years, emnloyed 2.5 per cenmt.. Altlough these aggregate
fipgures refiect the ovar-all structure of the Central American economy, they
do not reveal the marked differences exdsting among individual countries or
between the different areas or population sectors in a given country. -
Agriculture absorbs 83 per cent of Honduras! active population,‘while
the proportion is only 54.7 per cent in Costa Rieca, 63,2 in E1l Salvador
and 67.7 per cent in Nicaragua and 68.2 per cent in Guaterizla. ~The manufactur-
ing industry employed & per cent of the economicélly active population in
Honduras and from 11 to 11.5 per cent in the other countries.

Income generated is low as a result of the limitations to growth imposed.

L/ Estimated on the basis of United Wations Demographic Yearbook, 1955,
5/ Including agriculture, forestry, hunting and fishing, .. .. . ...

. /inter aliz
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inter alia by lack of capital, technique and particularly markets, as well
as by the instability of foreign markets. According to estimates, in 1950
Central Americals gross incoms totalled about 1,400 million dollars, or
about 175 dollars per capita. These figures do not reflect the marked
disparity in uroduct1v1ty and income levels in the different countries and
" individual ecormomic sectors of each country, According to avaﬂlable uata
Guatemala's gross income in 1950 amounted to 467 million dollars as
compared with 338 million in E1 Salvador, 240 million in Honduras, 203 millicn
in Costa Rica and 147 million in Nicaragua. This is equivalent to an average
per_capita “ncome of about 245 dollars in Costa Rica, 182 in E1 Salvador,
167 in Guatemala, 159 in Honduras and 139 in Nicaragua. It should be borne
in mind, however, that any comparison between the incomes of various countries
may be distorted not only by the real level of income but also by the various
degrees of accuracy of ths corre spondlng figures. In the case of Central
America, this second factor may vlay an important role in the comparison.

| The preceding figures show that Central America's population has a limited
purchasing power. The distribution of income, which is concentrated in a
relatively small sector of the population, reduces the market avallable far
domestic production still further., According to very tentative estimates,
the annual per_capita income of 92 per cent of EL Salvador's population is
about 95 dollars <, In Guatemala the estimated per_capita income of 92 per
cent of the population is little more than 80 dollar;z; while in Guatemala,
according to an International Bank mission, the annual per_ capita income
of more than 90 per cent of the population is probably less than iOO dollars,
Within this range of income, the consumption level of manufactured goods
“and sefvices is negligible or nil. Furthermore, the consumption of the
popﬁlation in the higher income brackets is not limited by income factors and
therefore its purchases of national commodities do not increase as its income
increases. Ali this sets a consumer pattern which is unfavourable to the

development of manufactured goods in Central America vwhether on a national or

United Nations, Technical Assistance mission.

Jo.H. Adler et al. Lag finanzas oubllcaség 2l desarrollo econdmico de
Guatamala, Nex1co, Fondo de Cultura Econdinice, 1952, page 96,

SN

/local scale.



1/Ci,12/4,22
(3/03.12/CCE[33]R9V.2)
Page 11

local scale. The natural and artificial limitations of the market
constitute a third and equally important factor.

As a general rule, apart from a relatively widespread handicrafts
industry, Central Amcrica has only consumer goods indvsiries and almost the
only capital goods industry is the cement industry, the outputhcapacity of which
‘tends to approximate total regional consumption. The limitations and
sub-divisions of the market have hampered the growth and ecoromic operation
even of the smaller industries with low cap’tal requirements. In the textile
industry, vhich is one of the most develoneé in Central America, 61 per cent
of the total veolume of consumption is covered by imports and only 39 per
cent by domestie production. At the same tims there is excess production
‘capacity in some countries and low rates of oreration. An improvement in
the transport and other basic¢ services such as energy, which is usually
scarce and expensive, as well as a greater volime of free trade among the
individual countries would provide a wider basis for more intensive
industrial development. The same holds true, in varying degrees, for the
other consumer goods industries, _

In view of the incipient stage of industrial development and the low
agriculturzl productivity for most crops, the level of economic activity
depends on exports, which are thus the mzin stimulus for development. The
general export level devends in turn on market corditions for a very small
number of commodities, mainly coffee, bananas, and to a lesser extent, cotton
and cacac. All this makes the economy very instable and, despite the
continuous growth in both the quantum and the value of exports, it imposes
limitations 'on the capacity of the system to absorb manpower employed in the
sectors with lowest productivity ard to keép pace with the rapid population
growth. 1In 1954, exports of these four commodities accounted for 89.2 per
cent of the total value of Central America's exports - 420 miliion dollars
~at current prices - while coffee alone represented 56.9 per cent.

Dependernce on.a single product is more patent in the case of El Salvador,
whose coffee exports in 1954 represented about 88 per cent of the value of
total exports, in Guatemala, where coffee exports accounted for 67 per cent, snd

in Honduras, where banana exports constituted 60 per cent of the aggregate.

/Exports from
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Exports from Nicaragua and Costa Rica are somewhat mere diversified but even
in these two countries coffee represents 46 and 42 per cent respectively
of the value of total exports.

The breakdown of imports is typical of countries undergoing a process
of accelerated economic development after the initial stage has been overcome,
Total imports, valued at 378 million dollars at current prices (1954),
consisted of 193 million dollars worth of consumer goods, or 51 per cent of
total imports, 110 million dollars worth of capital goods (29 per cent), 45
million dollars worth of raw matérials (12 per cent) and 30 million dollars
worth of fuels and lubricants (8 per cent}., This import pattern has tended
to change in the last ten years‘Q with a smaller proportion spent on
consunier goods and a larger amount on capital goods - and this trend may
continue in the same direction to the extent that a relatively more rapid
increase in manufactured goods and new wrimary activities for domestic

consumpti on is possible through the widening and strengthening of the market.

<. Integration recuirenents

Apart from the general fundamental reasons for the economic integraticn

of Central America, particularly favourable circumstances have arisen in
recent years for the develoomaent of such a programme. One is the growing
awareness cf the need to promote economic development by a deliberate

effort on the part of Governments, with the co-operation of private enterprise,
in order to raise productivity and to meet the economic and social needs of
the population on an increasing scale, thus raising the standard of living.
Ancther favourable factor is the foreign trade situation bf the Central
American republies particularly in regard to the export prices of their
staple products; indeed the position of Central Americals main export
comrodities has been even more favourable than that of most of Latin America.
Again, although owing to the nature of its economy Central America has not
been an area of concentrated foreign investment in recent years, domestic
savings have been supplemented by funds obtained from international

credit agencies which have helped to finance hydro-—electric projects and
road-building and to develop agriculiure.

- Under these conditions and thanks to the general co-operation extended

/in all
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in all fields by the international organizations through their technical
staff and under the Expanded Programme of Technical Assistance - efforts whieh
in conjunction with many others have facilitated the GovernmentS‘ technlcal,
economic and administrative planning -~ the economic integration programme
has developed in such a way that it has b=zen possible not only to draw up
long~term plans but also to make preparatlons which will bear fruit in

due course sirce they clear the way for agricultural and industrial
development. The firm desire of the Central American Govérnments for
integration is apparent not only from the resolutions of the Economic Co=~
operation Ccmmittee but also from a series of'governmental measures, such
as the free~trade agreements signed by several Governments, which extend
and strengthen the market basis reguired for greater development in
agriculture, industry and transport within the framework of integration.

When the economic integration and reciprocity policy for Central
America was first tresemted in 1952, certain requirements were deemed
indispensable for the execution of the programme. These requirements,
which were throughly dealt with in the report submitted by the Secretariat
to the first session of the Committee§{ merit a brief review,

The first and perhaps the most important requirement is that the five
republics should develop a trade policy to promote free trade in regional
commoditias. Economic integration, with the consequent establishment of new
productive activities intended_for the regional market as a whole, would
be illogical if the commodities produced did not have ready access to
the markets of the other countries in the area. The expansion of the
market is a prerequisite for expanded production particularly'for the
procuction of certain commodities which require a minimum economic scale of
manufacture, There are in fact a number of obstacles in the way of market
expansion such as transport costs, lack of storage facilities, differences-
in the legislation of each country and the trade barriers set up against

competition which some economic groups naturally always wish to maintain.

§/ Ibid, chapter III: Alcance y requisitns de una politica de integracién
y_reciprocidad econdmica (The scope and requisites of a policy of
economic integration and reciprocity).

/Even if
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Even if such obstacles were eliminated, however, an equalily important
impediment would still remain, namely, the customs tariffs of each country.
The system of privileges traditionally included in the "Central American
clause" in the trade agreements between these and other countries, the
preferential or free treatment granmted on a unilatera’ busis by some Central
American countries to the rest of the region, and, siﬁce-l95l, the free trade
and integration agreements sigﬁed by E1 Selvador, on the one hend, and the
other faur republics on the other, provide a basis for a trade policy which
is consistent with the idea of ecomcmic integration:gf

The mere existence of this trade policy and the eonclusion of bilateral
or multilateral agresemznts are not enough to promote integration. Integration
requires lcang-term, positive plamming, a thorough appraisal of resources
and the development of new activities, since the incentives provided by
tariff reductions are not always sirong enough, hovwever permanent they may
be, to stimuiate the flow of the necessary investments or to increase
existizg investments, ‘ ,

So far as tariff nolicy is concerned, each Central American couutry
must gradually level off and rationslize the tariffs applying to its trade with
the rest of the world. As long as there are significant tariff discrepancies
in regard fo the treat:ent accorded to foreign commodities similar bo,
or which coapete with, the producﬁs of free Central Arerican trade, or dispar—
ities in relation to certain foreign raw materials which constitute important
cost elements for Cent:al American producits, dangerous commodity trends may
appear which may restrict the regiohal market for the operaitions envisaged
under an intsgration plan.

To undertake activities on a scale larze enough to supply (with one or
more new or existing and ideally situated factories) the whole Central
American market, even with the advantsre of Tree regional trade, might,as a

result of inadeguate co-ordination, lead, in other rarts of the region, to

e

2/ See Politica comercial v libre comercio en Centroardrica (E/CH.12/CCE/12),
chapters IV and V, '

/competitive ard
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comﬁetitive and unnecessary activities that limit the market. Unless the
éxport market is large enough to absorb any surplus of aggregate production
over agg regate consumptlon in Central Amerlca, 1t would be uneconomical and
contrary to the concept of economic integration to promote the establishment
within the same ecdnomic radiuvs of supnly of enterovriscs and factories
competing with those operating under the 1ntegrat10n noogramme.  On the
other hand there is also the danger that the enterprises protected under the
integration programe might not develop in such a way as to satisfy consumer
needs fully both as to’prices and quality; in this case some kind.of regional
contrel or vigilance might be required to ensure that the enterprises of the
pregramme operated according to the objectives pursued by the five countries.

Another furdamental requirement for an integration programme, or any
other kind of development prozramme, is that technical improvements should
be continually introduced in established industries and when planning new
enterprises. This does not necessarily imply a preference for the
establishment of industries of high capital intensity - though this may
be true in some cases - but it does imply that efforts should be made to
obtain the highest productivity of capital, in addition to ensuring the steady
improverent of labour productivity. The concentration of private and official
resources in Central America in scientific and technological research as
well as in programmes for impioving rroductivity as a whole, and for'training
labour in warticular, is indispensable in an integration programme,

The availability of adequate and cheap transport and energy, is
fundamental to economic growth in all parts of the world. In Central America,
vhich has lagged behind somewhat in both sectors and where cost conditions
are exceptionally unfavourable, the avallability of transport'énd energy
would not only result in savings for all existing enterprises, and consequently
in a net vrofit for the over-all economy of the region,'butiWDuld.aiso msan
a substantial expansion of the market. Expérts of the United Nations
Technical Assistance Administration have nade breliminary'studiés'on the nrob-—
lems affecting the development of transport and energy, while a series of
specific projects have been initiated in the five republics vith a view to
creating the wider market basis required for integration,

The financial aspect of economic integration, despite the fact that this

/problem also
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problem also exists independently of an integration programme, makes it
necessary for the five countries to co-operate through their central banks
and various banking institutions. ‘Many of the new activities of the
integration programme may require joint financing,with private or public
capital or both, by the five courntries, and occasional contributions from
abroad. Some effective machinery must be devised to ensure this co-operatiocn.
In this context, it .is interestinglfo note that the cental banks of the
region have held three meetings at which consideration was given, inter alia,
- to means for trouoting the develophent of the securities market on the basis
of reciprocity and for holding consultations with a view to the accumulation
of financial resources and the utilization of savings in Central America.

3. General economic integration, industrial integration
and apriciturel integrntion

The complete economic irntegration of Central America, based on the
requiremeﬁts liste@ above, is verhaps an ideal objective which would be
difficult to achieve in practice within a reasonable period of time. In
fact complete economic integration might involve parallel political
and administrative integration which falls outside the scope of this rerort.
.Complete economie’ integration would require a total customs union, the
free movewrent of commocdities, people and capital throughout the region,
4 joint administration for customs, ports and some forms of transport,

s standardization of many aspects of the fiscal, banking, monetary and

" customs legislation and maybe even a unified currency and credit policy.
It would be easy, but of little immediate use, to draw up a long list of
the sectors vhich should be integrated under present corditions.

The original programme adopted by the Committee nrovided for gradual
and progressive integration and it is therefore vary limited under present
circumstances. No immediate provizion was made for a customs union or for
the pooling of fiscal, administrativs, banking or other services. On the
other hand, a certain uniformity of outlock and even some uniformity in
the economic policy for specific sectors and in legis_ation were envisaged.
- For instance,'whén consideration was given to the fact that the bilateral
free trade agreements might perhaps expand into-a network of bilateral agree—
“ ments, it was deemed advisable to study the possibilities of a multilateral »

/ trade agreement
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trade agreement additional to the bilateral arraugerents and containing
a common list of commodities subject to free trade in Central America.
A standard tariff nomenclatare for imporis and exports has already been
prepared and is gradually being adopted by the five countries. Preparatory
work has been done in connexion with custom standards wixich might
serve as a basis for the entire tariff legislation of tlis region. Draft
agreements have likewise been formulated on standacd road signals, the
tembbrary importation of vehicles and internpational . cormodity traffic
by road, licences for road transpbrt and related matters. There will be no
difficulty in reaching agreement in these or in many otier more limited
sectors, suech as legislation or agriculture, livestocky forests and
sanitation, etec.; indvstrial quality standards; foreign trade statisties,
population, agricultural and irdustrial censuses, transpoft statistics, etc,
But thsse are only the preliminary stagjes of integration at which norms are
laid down which each country is free to follow or disregard. For inte-
gration purposes it would naturally be advisable that the Central American
covntries should have a minimum of laws, standards and practices in ccmnon.
Frem the more strictly ecoromic aspect, integration has been conceived
in a more limited senée, being focussed particularly on integration in the
indwtrial field, With regard to Central America's possibilities of
atféining oreat irdustrial de—relopment,the prospects of industrial growth
will Ee obviously more favourable urcer conditions of long~term rlarning and
’épecialization by areas than if each of the five counfries tries to implament
its own irdustrial development programme quite independently of the other
four and without considering the advantages of having access to the whole,
or a major part, of the Central American merket rather than only to small
domestie outlets, which are sometimes widely scatiered. Industrial
integration offers the narticular advantaze of bvelng conducive to the
rationalization and speclalization of existing industries; it also promotes
activities vhich might rerhaps never be established without a nrégramme of

co-operation among the five republicsolg/

—

19/ This point is discussed more fully in chapter 1V,

/The fact
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The fact that the Committee has placed particular emphasis on industrial
int egration by no means implies that thzre are no important 6pportunities
for agricultural integration. The density of the population and the poteatial
agricultural resources differ in the 7ive Central American republics. At
present there is a more or less well defirazd pattern in the flow of
agricultural commodities from cne country to tl.e other, and EL Salvador, the
country with the densest population, will in the future encounter serious
difficulties in producing various foodstuffs in gquantities sufficient for
its own needs. This situation has already been an.icipated in some of the
free trade agreements signed in Central America, which give considerable
importance to food traffic althcugh they include some export safeguards
designed to mr-event temvorary shortages on the domestic market. levertheless
up to the present efforts aimed at fostering Central American trade in
agricultural commodities have not been the result of an over-all plan
formulated and mutualiy agreed to by the five repvbiics; they have originated
in speciiic short-term arrangenents devised to meet given circumstances.
The prospects of specialization and mutual trade are certainly greater
than present achievements would seem to indicate. Because of soil
contitions, occupational vatterns in agriculture, wage levels in various
localities and the extent to which tschnology is aspiied to farming, certain
areas of Central America are better suited than others for agricultural
nroduction or for growing specific crops. This is true not only of crops;
it is also applicable to forestry and livestock, aspects on vhich
preliminary studies have been made by experts of the United Nations Food
and Agriculture Organization. Agricultural integration is very imporitent
both because it may bring about a larzer flow of mrimary commodities betwzen
countries and because agricultural production is closely linked to any
industrial development plan for the regicn. The tyoe ol Industry most
likely to be introduced in Central America in the next few years is the-
.industry for transforming or nrocessing the agricultural, forest and fishery
products of the region, although cne should not erxclude the possibility
of establishing other irdustries using imported raw materiais, either
because of special market conditions, because of their close com.exion with
other activities or because cof the prospects of stimulating Central Auscrican
vroduction of the raw materials in question. The objective of industrial

/development is
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development is, partly, to give more productive employment to the labour
force and to provide better supplies for the consumer market thus replacing
some imports from abroad which constitute a great drain on foreign currency
reserves every year; but exports of semi-processed and processed commodities,
whenesver feasible, could also be of greater benefit to Central America thon
the export of raw materials.

This shows that there is no cledr distinction betwesn incdustrial and
agricultural integration, but for certain reasons, among thein the more
urgent need to awaken interest in industrial deﬁelopment vroblems, the

Committ ee has focussed its atiention primarily on industrial integration.

4o Initial iubecration sochors

The initial progfamme adopted by the Cormittes recognized the wgent need
| for studies on transnert and energy and for an examination of the most

adequate and feasible means of wromoting the training of skilled labour

in the region and of establishing an industrial »research centre., Some
progrcss has been achieved in these sectors, as is explained more fully

in chapter II of this revort.,

With regard to the irdustrial ssctor proper, the views of the Comnittee

were set forth in resolution 2 (AC.17), adopted during the first session

at Tezucicalpa, in August 1952, In its preliminary report on the possibilities
of integ:ation 11, the secretariat had presented certain information to the
lCommittee to enable it to appraise the feasibility of including the

following activities in an integration programme: cotton textile industry,
vezetable oils and fats, tyres and inner tubes, footwear, tanning materials,
vreparation of meats and hides, milk products, forestry products, pulp and
vaver, ceramics and glass, fishing industry, canning of fruit and vegetables,
fuels, chemicals, aéricultural implements and matches., The suggestion was also
put forward that the mineral resources of Central America should be investiga.::
in view of the dearth of availacle information on this subject and the
possibility that mining and processing might be developed both for domestic
‘consumption and for export,

Among the activifies sugzested by the Secretariat, the Committee chese

{he following: cotton;éhdléotton yarns and textiles; oil-seeds and vegeltable
oils and fats; livesﬁddk;'dairy products and preparation of meat and hides; {cot
wéar, leather articliec and other derivatives; fisheries and aliied industries;

11/ Op. cit., ¢ .
11/ Op. git., chapter V. /Torest resources
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forest resources, lumber, pulp and paper industries; rubber, tyres, inner
tubes and other rubber articles; wooden and wax matches.

Resolution 2 (AC.17) stated that it would be desirable "to indicate those
groups of activities which are of immediate interest and which best'comply with
the -objectives in view" and requested that Nconerete wrojects be formulated,
envisaging the establishment cof new industries and the improvement and raticn-
alization of those already in existence, taking into account the need for: (a)
linking the development of crop and livestock producing activities with industri
al development; (b) promoting an increase in the volume of inter-Central-imerican
trade and closer econoric complementary activities; and (c) seeking the widest
application of the principle of reciprocitylkeeping in mind the location of
productive activities',

As is readily apparent, the list of activities chosen by the Committes
includes both industries already in existence, such as cotton yarns and textile
and the processing of oil-seeds, and others which have either led a precarious
or rudimentarj existence, such as the preparation of meat and hides and the
manufacture of dairy products, or have yet to be established in Central America,
such as the manufacture of pulp and paper and of tyres and inner tubes. There
is no doubt that all these activities are essential to Central America nobl orlw
because they contribute directly towards raising tine standard of living, but
also becauvse they inwolve the utilization of local raw materials and primary
commodities which, in some cases, even have export vossibilities,

The secretariat collaborated with the Comrdittee on the basis of the preced-
ing list in the formulation of the corresponding study projects, and the Commite
tee, in turn,requested the co~operation of the Expanded Programme of Technical
Assistance which, from 1952 to 1956 has vnrovided experts and personnel special-
izing in the various fields covered in the technical assistance programme., Thus,
surveys of forest resources, pulp and paper; iivestock and dairy products have
been carried out, while other surveys are bzing rads of the textile and
fishing industries. In addition,folliwing the establishment of the Central
American Industrial Initiatives Commission in July 1956 further surveys of
a series of industries have been initiated with the participation of private
enterprise,

The following chapter sets forth in greater detail the achievements to
date and the status of the variocus projects covered in the programme, inclucing
the most gencral projects such as those dealing inter aiia, with'transport;
energy, customs romenclature and legislation, finance, public administration,

technological research and technical training. 0 A te TT
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Chapter II

PREZENT STATUS Cr THE INTEGRATiON PROGRAMME
As indicated in the previous chapter,:the programme adopted by the Committee
to promote economic integration in Central /imerica comrrises a group of
inter-relasted projects., The projecté dealing with transport, energy and
industrizl technology are cémplementary to the other projects of a more
sﬁecifically induétrial nature, The latter are inter-related by virtue
of the complex pattern of economic -actlvn.ty.

Progress in implementing the projects has not been unlform for various
reasons, On theone haad, the prograrme as a whole can be regarded as
experimentol to some extent, since the feasibility of co-operation among
the five countries on specific ecor wenic or technical aspects had to be
tested gradually. Thus, for lnst ‘nez, one of the projeects — namely
co-operutloa.for the improvement of technical training - turned out to be
somewhat premature and was postnoned; conversely, in a few months the pro-
Jject on public admiristration, perhaps because it coincided with a growing
awareness in the five countries of the importance of this ouestion, cul-
minated in the establishment of a Central American training institution.
Higher priority has been assigned to some projects owing to the limited
resources available to the secretariat and the United Nations technical
assistance agencies; all parts of the programme could not be undertaken
simultaneously, The priorities, always established by the Committee,
have sometimes been affected by the availability of the necessary experts
of by the time these experts could make available. No effort has been
spared to recruit the services of the most highly cualified personnel from
many countries for tke studies and technicel missions. Finally, the
greatest possible care has bean exercised in developiug each preoject even
when this hss involved slight delays.

"~ In its four years of existence, the programme as a whole has showm
marked proéress. This review will be sub-divided under the following
headings: (1) basic economic studies; (2) basic institutional projects;

(2) industrial and agricultural development projectsy (4) foreign trade

fand tariff
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and tariff studies; and (5) statistical co-ordination,

1. Basic economic studies

(a) Transport Y

In view of the fundamental importance of transport to Central Ameriea's
economic development, in 1952 the Governments of the :=yion agreed to in-
vestigate the situation and presented recommendstions for its improvement.
The respousibility for carrying out the investigation was assigned to a joint
mission of the ECLA secretariat and experts of the Technical Assistance
Administration, with the co-operation of the International Civil Avistion
Organization, From September 1952 to May 1953 the membersrof the team
compiled data and prepared a preliminary report, which was submitted first
to a seminer of experts at San Jose, Costa Rice, in June 1953; it was
subsecuently submitted in final form, together with the conclusions of the
seminar, %0 the second session of the Cormmittee in October 1953 2{ The
missioir made as complete a survey as possible of the transport facilities
of Central America and Panama with a view to evaluating their adequacy
and efficiency, Special emphasis was placed on the relationship between
transport and the economic development of-each country as well as on inter-
Central American problems, On the basls of its findings the mission made
a number of specific recommendations on railwezis, roads, road traffic,
ports and maritime traffic, inlsnd waterways, air transport and transport
planning.,

The Committee, taking note of the report on transport asnd recognizing
its importence for the appraisal and projection of econoinic problems in
Central America, resolved, on the basis of the missionis recomnendations,
to take more concrete action with regard to some of the strictly regional
aspects of transpbrt which were of common interest, The Committee
. considered that priority should be given teo the following: the co-
ordination.of international road plans, the regulation of international
read traffic and the improvement of services, the possibility of estab-

lishing a Central American merchant marine and the improvement of vert and

1/ Resolutions 4 and 21 (AC.17), 15, 16, 17, 18 and 19 (CCE).

/ United Nztions, Transportation in Central America (£/CN.12/356);
United Nations Publicestion, Sales No,: 1953.VIII.2 (printed edition
in Spanish only).

/shipping facilities
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shipping facilitles, a survey of the maritime freight situstion, the
possibility of creating a Central .fiunerican aviation concern and the
improvement of air services, and transport statistics., The projects
dealing with the regulation of international road traffic and the
possibility of creating s Central American merchant marine (including

a study of freight tariffs, shipping and port services) were initisted in
1954 with the co-operation of experts appointed by the Tecknical Assistance
Administration, Both were considered urgent, the former because of the
internstional links established by the Pan~American snd other highways and
the growing volume of motor traffic, and the latter owing to the dessatis-
faction in business snd official circles of the region with regard to the
services and tariffs of shipping coneerns,

The rencrt on the regulation of inter-Centrsl American road traffic
submitted to the Committee for consideration at its third session 3
concentrates mainly on practical matiers. Bszsing itself on the de facto
situation and anticipating an increase in the volume of motor traffic
among the republics, which would call for the provision of better facil-
ities and the elimination of the obstacles and delays affecting costs,
the report sugpests the poscibility of adopting comrion legal standards in
respect of the following: road signs and signasls, granting of concessions
for regional motor services, temporary importation of vehicles and customs
facilities, size snd weight of vehicles, etc, The report pronoses draft
inter-Central American agreements, based, so far as applicable, on existing
international agreements, and makes several specific recommendations to
Governments,

After studying the report, the Committee adopted four rasolutions.é/
In the first place it recommended that a regional agreement on the temporary
importation of road wvehicles should be signed alceng the lines of a2 text
drafted during the session. The second resolution recommended that the
Governments should sdopt g system of granting cor.cessions to national
enterprises of the respective countries and that they sould endeavour to

conclude bilateral and multilateral agreements fixing standard conditions

/ United Nations, Technical Assistance Programme. TIransportation in :
Central America. BRegulstion of Internatioral Road Traffic (TAL/LAT/3),

4/ Resolutions 15, 16, 17 and 18 (CCE).

/for the regulation
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for the regulation of international road traffic services., Thirdly,

it was recommended that the Govermmerts shculd admit as valid, within
their territories, the permits for driving nctor vehicles issued by the
competent authorities of any other Central hmerican State subject to . com~
plisnce with minimum requirements also spegified in the resolution. Finally,
the fourth resolution recommrended that the Goverments siould endeévour to
subscribe as soon aszossible to the Corivention on Read Traffic (Geneva,
1949), and a meeting of traffic authorities was calied for the purpose of
agreeing on standard policies on road traffic particularly‘in'connexion
with highway signals, maximum dimensions and weights of vehicles and
standardization of national driving permité. Sdme progress was registered
in 1956 in connexion with all these activities.

The report on maritime transport, also presented to the Committee at
its third session 2, conprises several inter-related parts, The mission
of experts which drafted the report realized that the possibility of '
improving shipping services and even of creating a Central American
merchant marine was linked to the problem of rehabilitating the ports of
Central America, The concerted effort of the countries of the region and
a long-term policy would seem necessary for this nurpose, The report
thoroughly analyses the ﬁresent situation in all its comrlexity and, at
the express request of the Committee,it goes into the economic snd finan-
cial feasibility of creating a Central American merchant marine, drawing
attention to the conditions which would bave to be fulfilled with regard
to ports and other aspects before such a nroject could be undertakeﬁ. The
problem of freight rates was studied from a more genersl noint of view,
because sufficient data were not available for a proper appraisal,
although it is linked to the question of port fzeilities and other perti-
nent factors, On the basis of the background cdate on Certral America's
rmaritime problems provided in the report, the Comittee decided to
recommend that surveys should be carried out and projects initiated for
the purpose of modernizing and standardizing Central America's port and

maritime legislation, establishing a training school for seamen, and

é/ United Nations, Technical Assistance Programme, Transportation in
Centrsl America. Mzritime Traffic (TA4/LAT/5).

/modernizing and
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modernizing and improving the port installations and services of these
countries. It also recommended that the Covermments should co-ordinate
their szctivities to achieve the integration ofﬂa Central American merchang
marine utilizing the experience and facilities svsilable in the region. =’

A start has already been made towerds the solution of these problems and
preparsticons are under way for a meeting of port suthorities,

The co-ordination of road-building plans and the acdontion of common
specif ications have undoubtedly accuired importance recently in Central
merica., The Pan-fmerican Highway, the construction of which 1s proceeding
apace, has been possible thanks to inter-goverrmental agreements and recom=—
mendations which conform to a genersl plon and minimun specifications, Z/
These standards are ol great importance because of their effect on motor
transport costs. In recent yesrs, hewever, plans have been drawn up for
other interiietioral highways in Centrzl America and scome have already been
put into effect, These projects originate as parts of national public
works programmes and there is no need to stress the fact that the projects
of cne country should be correlated with those of zdjacent countries, in
order to obtain the greatest yield from investment and to facilitate
traffic, At its second session in 1953, the Committee reouested a study
of the entire problem with due regard to the accomplishmenfs to date, and
the study was included in the technical assistance progrzmmne approved for
1955/56; an expert began work on the subject in 1956,

The study of the air transport services and of the possibility of
establishing a Central American aviation concern has not been started yet,
It should be noted, however, that a mission of the Interratvicnal Civil
Aviation Organizztion has collaborsted with the competent national orga=-
nizations in Central America in the preparstion of a standard civil
aviation code based on existing internaticnal stancsrds and that the

directors of civil aviation have held several meetings in this connexion.

6/ See resolution 19 (CCZ),

Z/ Cf. the various resolutions of the Pan-American Road Congress, a subsidiary
organ of the Organization of imerican States,

/Transport statistics
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Transport statistics in Central America, ofr which the joint ECLA/TiA
mission made specific recormendations in 1953 in erder to remedy the
insufficiency and sometimes the complete lack of information, are already
being studied by the Sub-Cormittze on Statistical Co-ordinstion which held
its first session at San Salvador, El Salvador, from 24 to 28 October 1955,
At this session a work programme was adopted designed. to gstublish and
improve the stetistics recuired for motor iramsport, maritime transnort,
railways, inland waterways and air transport.

Following this work plan, 2t its second session held at San Jose, Costa
- Eica, from 14 to 19 May 1956, the Sub-Conmittee considered the reports
submitted by the Directors of - Statistics of the five countries plus Panama

and adopted three resolutions on the subject, §/ In the first, dealing
with road transport statistics, it was decided thst a pilot survey should
be carried out in Costa Lica, with the collaboration of a TAA expert and |
the Bureau of Statistics and Censuses of Costa Rica, in order to show the
other countries how to collect statisties of this kind most effectively,
“An official froem the bureau of statistics of each of the other countries
will participate in the strvey. The second resolutien, which refers tc
" maritime transport ststistlices, expresses the Sub-Committeels suppert of
the survey undertaken by the Inter-American Stetistical Institute and the
secretariat of the Inter-American Economie and Social Council for the
purpose of preparing a minimum plan for the development of comparable
maritime statisties and requests these orgasrizations to submit the plan
to the Sub-Committee, In the third resclution the Central American
Directors of Stztistics are recuested to pocl their efforts in orcer to
collect information on minimum stctistical series for railway, air, river
and lake transport,

(b) Electric energy Z

For several yecars Central émerica's electric energy supply hes shown
a cumulative deficit, The inadequacy, irregularity and high price of
electric services ccnstitute an obstacle to industrizl development and a
higher stsndard of living. Although some electricity projects had been

initiated since 1951, the magnitude of the problem made it adviseble to

£/ 3ee reductions 18, 19 and 20 (5€.2) in document E/CN,12/CCE/5C.2) 36,

9/ Resolutions 3 (4C.17) end 25 (CCE). /embark cn
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embark on a joint examinaticn of the situation and an exploraticn of tre
possibilities of adopting a regional long-~term programme for the development
of hydraulic resources, the building of hydro-~electric and thermal plants
and the improvement of the power supply and distribution network. In 1952,
the Committee recuested that the relevant study should be made and the
Technical Assistance Administration appointed a mission of experts in 1953,
The report was submitted to the Governments represented on the Committee

in June 1954, but did not appeasr on the agenda until the third session,

In addition to covering the specific energy requirements of each country
the experts! recommendations included proposals to the effect that the

study of power projects in the Central American region should be co-ordinated
and observations on a future integrated system of regional services; a ten-
year assistance plan was also suggested for the technical surveys still
required.

Naturally enough, when the report was submitted at the third session,
the dats it contained were somewhat out of date and same of its recommenda-
tions havealready been put into effect or were about to be implemented in
several countries, Accordingly the Committee.agreed to call a meeting
of Central Americzn electricity authorities to be held at San Jose, Costa
Rica, in order to facilitate an exchange of information on the experience of
each country, to analyselthe present situation and development plans from
the technical, legal, economiz and administrative aspects and to enable a
discussion to be held with international experts on fundamental aspects of
the electricityindustrylwith a view to standsrdizing procedures and discussing
technical assistance recuirements. The United Nations Technical Assistance
Administration has appointed an expert to act as co-crdinator and adviser
at this conference of Central American zlectricity authorities,

Other sources of energy have not been examined, but the present report
refers to the possibility of establishing the oil refining industry 1in

10/

Central America,~=" and the Central American Industrial Initiatives Commission
has already considered this guestion at its first session held in Guatemala

in July 1956,

10/ See chapter V, section 2,

/Financing 13/
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(c) Financing 1/

Although in recent years Central America has fared tetter in its
foreign trade and international financisl relationships than other parts
of Latin America, while domestic savings have increased subétantially,
the Committee has from the outset always attached importance to studying
the means whereby an adecuate volume of financial résources could be applied
to economic development and, in particular, to the projects which might
emerge from the integration programme. Resolutions were adopted on this
subject during the first and second sessinns, In compliance with the
Committee's recuest, the secretariat has undertaken some studies on the
finaneing of development -~ two of which have been completed - and has
‘maintained contact with the central banks of the region, which have held
three meetings to date at which the mesns of extending monetary and
finaneial co~operation to the countries of the region and of promoting
the expansion of the capital market in each country were discussed.

The first secretariat study dealt with the immediate practical
possibilities of improving and expanding the securities market in Central
America 12/ and, for this purpose, an examination was made of banking and
financial institutions, legislations and practices in order to reach
~conclusions which might be useful to Governments and zentral banks in
planning their fiscal and monetary policy. The Conmittee took note of
this work and referred it to the central banks which examined it at their
second session at San Jose, Costa Rica, and based some of their
recommendations on it.

The second study assigned to the secretariat, in collaboration with
the Fiscal and Financial Branch of the Bureau of Economic Affairs of the
United Netions, deals wiih Central Americen tax policy in relation to
economic development.lz/ In this study information is campiled and, so

far as this is possible, the tax situation in the four countries is

11/ Resolutions 5 and 22 (AC.17),

12/ Estudio preliminar sobre problemas de financjamiento del desarrollo
economico y la integracidn en Centroamérica,

;g/ La politica tributaris v el desarrollo econdnico en Centroamérica
" {E/CN. 12/CCE/66),

/compared with
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compared with particular attention to income, vproperty, export and import
taxes and the tax treatment accorded to foreign concessions. The survey
vias completed by mid-1956 and was submitted to the Committee for its
consideration,

(d) Co~ordinstion of development plans lﬁ/

tthen the economic integration programme was established in 1952, the
Committee recognized the importance ol co-ordinating the national develop-
ment plans of the five republics in order to avoid costly duplications and
in order to obtain, through the inter-relationship of various aspects of
the plans, the greatest econemic benefit for Central America as a whole,
No over-all study has yet been undertaken, but the subject has been dealt
with partially in the survey on transport, energy, forest resources, pulp
and paper, livestock and dairy industries and other industrial sectors.
Statistics on national income and its constituent elements are not
sufficiently advanced in Central imerica for figures to be derived which
could serve as a general framework for a coordinated plan covering the
five countries, In addition, the preraration of national plans by
specialized Government agencies began only relatively recently. In 1957
it is hoped to‘make a2 more thorough examination of genersl economic
development trends in the five countries,
(e) Population study 13/

At its third session, the Committee considered it desirable to make

a detailed study of Central imerican population problems and their impact
on economic development, especially on the rélationship between population
growth and the economic integration problems of the regilon. Work on this
study began in 1956.

2. Basic institutional projects

The Committee paid spebial attention to various fields of research and

training which will eventually lead to higher productivity both in

14/ Resolutions 1 and 11 (4C, 17), and rule 10 of the Committee!s Rules.
15/ Resolution 27 (CCE), paragraph 5.

J/administrative activities
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sdministrative activities and in agriculturzl and industrial production,
These are: public administration, industrial research, vocational training
and agricultural training and research,

{a) Advanced School of Public Administrztion 18/

In view of the fact thet national economic development programmes and

the ordinary work of government recuire an efficient public administration,
the Central smerican CGovernments decided, after the Jirst session of the
Committee, to request the United Nations to prepare a plan for the
establishment of a regional administrative training bedy. In October 1953,
a Tecinical Assistance Administration expert submitted to the Cormittee

a proposal for the establishment of an Advanced School of Public
Administration l"z{ the purposz of which would be, on the one hand, to give
advanced training to senior Central American officials, and, on the cther,
to serve as a nucleus for the improvementi or establishment of other schools
and courses in the four countries for the treining of intermediate and
junior personnel. With tke Committee's approvel, the School was established
early in 1954, by virtue of agreements signed between the five Governments
and the United Nations, and it started to operate in ipril of that year.
The Government of Costa Rics provided the site and a specially equipped
building. Operational costs are defrayed jointly by the Governments and
the United Nations. Yo date, three general courses for senior personnel
have been completed as well as two special coﬁrses, one on muniecipal
administration and town planning and the other on custonis. The School has
advised Government bodies and has co-operated in ~“he establishment of a
national school of administrestion in ¥l Salvador and in national courses
for internediate personnel, A largzs number of publicztions has alsc been
issued, The general courses have an averagelattendance of 25 students,

The School has mezintained close éonﬁact_ﬁi£h_the ECLA sscretariat;this

}é/ Resolutions 23 (AC.l?), 5 and 29 (CCE)}

17/ Doc. &/CN,12/4C.17/31. See also documents LS4PAC/86/1G/1L, ESAPAC/
306/1G .26 and BSAPLC/382/DI.52, “

/zontact has
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contact has been useful, inter alia, in co~ordinating scme of the School'!s
activities with some of the projects in the integration programme and in

- providing the School with useful information concerning courses on economic
matters end integration.

The Director of the School is a United Netions expert znd it has a
general board of governors consisting of public adminictrators from the
five countries, The Director reports periodically to the Committee on
the School!s activities, It is anticipated that, after five years’
operation, the institution will be maintained exclusively by the Central
American CGovernments,

18/

(b} Institute of Industrial Technological Research=-

The natural resources of Central imerica offer many potential
sources of supply as yet not properly explored; in addition to the lack
of infermation on the resources themselves, no systematic use has been
made of modern technology. Moreover, the industrial entrepreneur has
not had at his disposal till now the local permanent technological
services which enable him to increase productivity and to adapt the
technicues and organizational patterns of the industrially advanced
countries to the Central American milieu. These problems were discussed
in their general aspects at the first session of the Committee, where
stress was laid on the need to centralize industrial research in one
organization and to trsin a corps of tecknicians to advise the Govern-
ments and private enterprise on technelogical mattérs. :2/ As a result,
the Govermments recuested the Technical Assistance Administration to
appeint a mission to investigate recuirements as to technological research
and services more thoroughly. The report of this mission 29/ was dis—

cussed at the extraordinary session of the Carmittee, held in May 1955

18/ Resolutions 6 (4C.17); 6 and 32 (CCE).

19/ The secretariat prepared a report which was used as a background
document for the discussion: Zconomic integration and technological
co-oneration. (E/CN.12/4C.17/4).

20/ Informe sobre la organizecidn de un Institute Centroamericano de '
Investigacidén y Tecnologia Industrial (ST/TLi/J/ Central imerica/R. 4)

/at San Salvador
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at San Salvador, and it was decided that an Institute of Incustrisl Tech-
nological Research should be estezblished to be mzintained jointly by the
five Centrel Americen Govermnents and the United Naticas, according to a
financial plan which would provide for a gradual incresase in Government
contributions and a progressive decrdase in the United Nations contribution,
so that, at the eni of five years, the Institute, like ithe Advanced School
of Puwlic Administration, would be maintained exclusively witl Goverrment
funds, without prejudice to any income it might derive from icts owm services,
The Gevermnment of Guatemala offered a site and suitable premises and, in
June 1955, arrangemznts were begun for the early establiskment of the
Institute, pursuant to an agreement signed among the Govermments and betwecn
them end the United Nations,

The Institute, whose Director hizs been appointed by the United Nations
in conformity with the technical essistance programues recuested by the
Committee, hss a governing body consisting of the members of the Committee,
nareiy tre Minisieps ol Lconomy of Central America, It was inzugurated on
20 Jznuery 1956 and has begun to operate in confermity with the general
programres and poiiey laid doun by its governing body,

The Institute's activities zre divided into tliree mein technical
departments: research, industrizl services and scisntific documentztion.

An industrial economist is evaiiable, and the Institute also maintzins close
contact with the ECLA secvetariat as well as with the specialized'egencies of

the United Nations and otner scientiic bodies such as the Instituto de Nutri-

cién de Centrosmérica 7 Panama, the Inter-Americsn Institute of Agricultural
Science and others which operate in the region, -

21/

(¢) Technicsl troining for industry ==

In addition to considering the promotion snd direction of fechnological
research as an esseatial basis for irdustrial develoment, the Commi:tee
decided, at its first session, to study the most effective merns of improving
techaical training for industry in Central America, since skillec labour is
scarce and since industrial wvocational training kas not progressedAsufficientlyz
For this parsose, the Governments récuested a study to bs made by experts of
the Internstional Labour Organisation and the United Naticrs. Educational,

Scientifie and Cultural Organization, In 1953 and 1954, successive missions

21/ Resolutions 7 (2C.17); 9 =nd 31 (CCE),

/armointed by



..J/CI\ 12 /17 22
d/cu,ls/ CLJE/BB/RPV.Z)
Pare 33

apnointed by these agencles prepered renorts znd formvleted recommendations
with a viewsto the preparaticn, on the basis of common recul.cments, of
an integrated technical educsticn programme in Central ﬂmerica.gg/ The
~first stage will be the advanced and regvlar training of teschers for
industrial schools; at the second stage, training centres will be'eétablisbed
for zdult werkers and, at the third, courses will be seiieduled for industrisl
schocl gradustes, Treining during the first and third stages will take
place at a regional institute in complisnce with the objective of pooling the
resources and efforts of the five countries with the assistance of inters
neticnal orsanizsticns, | |

Thesc pooposals were presented to the Committee at its extracedinary
segsion in May 1925, The Cormmittee thought thaﬁ, before any final decision
was reached, it was advisable 1o subinl* the plan to the Ministers of Educatisn
and Labour of each country for tieir consideration, A conference of the
Hinisters of kducztion of Central iArerica and Peaima was leter held in
Guatemala at which consideration was given, ameng other‘subjects, to techniecal
training, No positive decicion was, hovevor, rezched on the specific propo-
sals made By the ILO and UNESCO, In the meanwhile both agencies have begun
to collaborate with the Contral Ame:ican Govern-ents on various matters
within their purviews, Tke problem of vocational trzining for industry
continues Lo be_of the utmost importznce in the integration prograrme for
Central Amecrica, and, at the t*ird session, held at Managua, the Committee
discussed the bzst way of training technical directors for industry, as a
supplement to their university technicel training, Comments were made not
only on the system of fellowships and other arrangements, but also on the
desirability of Central America having its own zdvanced school of engineering
and industrial management, In this ccntext, it was recommended that the
Governments, throvgh their Ministers of Educetion and the universities and in

collsboration with UhZibCO, should --y proper attention to this, requirement

Co—— LAt

22/ Informe pre lﬂmln?r sobre la posible crescién de un In stltuto Téenien
Qpﬂtfq&me ricanc para_la formacidén profesicnal 1nduourlai (Annex A,
docunant L/ClN,12/CCE/13), :

o ‘ ' - /and should
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and should consider the establishment of a schocl of this kind.

With respect to the trzining of skilled workers and supervisors, the
Central American Industrial InitiatiﬁesCommission,gz/ which met for the
first time in Guatemala from 16 to 21 July 1956, recammcnded that the
Committee should study the development o a much more extensive personnel
training programme than those that existed in several C:ntrel American
countries, and that any services provided under such programmes should be |
available not only to the integrated industries butlto industry as a whole,

(d) Research and training in crop snd livestock »roduction 24/

At its first session, the Committee considered the desirability of
promeiing agricultural research in Central Americs and of improving training
- facilities in this equally fundamental sector. There are research centres
in Central America, as well as tr-“ring institutes of wvarious levels, and
possibly greater co-ordination anc concentrsiion of resources might be
attained so that no field of importsace to the region's econonic development
is overlocked. A systemalic znalysis of the problem has not vet been made,
although co-operation between thevarious organizations on psrtial aspecﬁs’
has improved in recant yzars and more attention has been giveﬁ to Centrzl

America's needs,

23/ Document E/CN.12/CCE/iC.2/3, and section & of this chapter,
24/ Resolution 8 (AC,17). |

/8o far
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So far as agricultural health services are concerned, the Central
American Governments {plus Mexico and Panama) have extended the functions
of the former International Committee for Locust Control (CICLA) and
have created the Intermational Regional Organization of Agricultural
Health Services, with headquarters &t lanagua, Nicaragua, which will also
promote and co-ordinate activities concerrned with the erradication of
foot and mouth disease and the prevention of animal and plant diseases

and plagues; Three meetings of the new Committee have been held to date.

3.  Industrial and agriculturalggevelopment nrojects

As was noted in chapter I, the industrial programme recommended by the
Committee originally included the following induspries: cotton and cotton
yarns and textiles; vegetable olls and fats; livestock and dairy ,
industries; forest resources, pulp and paper; footwear and leather goods;
'fishing industry; rubber'tyres and tubes; and wooden and wax mabches.

At the third regular session of the Committee the list of activities
adopted in 1952 was changed. The Committee resolved 22/ that the
following industries misht be of interest for integration purposes
from the point of wview of the Central American market as a whole:
petroleum »iroducts; fertilizers, insecticides and fungicides; velerinary
and bioclog ral products and asmpoules; tyres and inner tubes; paints,
varnishes and inks; ceramics; glass,plastic.and metal cortainers; pulp
and paper; fisheries products; welded tubing and absorbent cotton.

In 1953, 1954 and 1955, the recquests for technical assistance in
carrying out the industrial studies approved by the Commitisce in 1652
covered only those referring to forest products, pulp and paper and meat
and dairy herds. Reports on these have been submitted to the Committee
and, in 1956, reports on the cotton and fishing industries were also
submitted. In addition to the experts assigned to £he programme, a -
general industriel economist and a general agricultural econcmist
participaﬁe in all these studies.

25/ Document £/CN.12 CCE/33 and resolution 27 (CCE). .

/The present
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The present report, which is intended to give a general picture
of the programme and to suggest some further industrial possibilities,
later covers,gé/ in greater detail than the preliminary study presented
by the secretariat in 1952, the other inﬁustrial branchnzs which the
Committee thought could be developed within the pattern of Central
American economic integration.

(a) Forest resources, pulpn and paper 21/

Soft and harduood forests cover vast areas of Central America and
constitute a source of wealth which, if properly explolited, could make a
great contribution to the development of the region, i.s foreign trade,
industrialization ard to the improvenent of livinz conditions. Only
partial surveys aﬁd studies have besen made of wooded areas; existing
exploitation, apart from causinz much unuecessary destruction, does not
conform to a general plan nor to the most efficient conservation practices.
Central America exports forest products as raw matericls and, conversely,
has to import semi-finished or finished pbroducts such as pajper and
paperhboard. '

Consequently, the Commitiee decided to assign hizh priority io the
survey of forest resources and to the possibilities of developing lumber
industries ang of manufacturing pulp and paper under an integrated
programme. The manufacture of pulp and peper on an economic scale,
becavse of the nature and size of the Central American market, provides
a good example of an industry which it mizht not be possible to establish
at all without a common market. The reguest for technical assistance
addressed by the Committee to the United !Mations Food and Agriculture
Organization provided for the appointment of thres experts - one in .
forestry, one in lumber industries and the third ir »ulp and paper
production - to carry out a preliminafy.survey in order to ascertain
whether the establishment of a pulp and paper industry was feasible and
if so, in what locality. . The report was prepaved ir 1953 and 1954 and

26/ See chapter V.
27/ Resolutions 2 (AC.17);and 1'and 2 (CCE)

Jwas presented
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was presented to the Committee at the bezirning of 1955,g§/ Two main
forest areas were indicated, both situated in Honduras, which offered g
the best conditions for fhe development of a pulp and paper industry;
three further areas with longer term possibilities were also mentioned.
On the basis of the report, the Committee agreed, at its
extraordinary session at San Salvador in May 1955, to recommend that a
complete and more specific survey be made with a view to establishing
the pulp and paper industry in one of the areas indicated in Honduras.
The technical assistance programie therefore included a reaquest for the
experts required at this second stage of the woerk: one expeft‘to appraise
forest resources and forest management; one expert in the planning and
operation of pulp and paper plants to prepare an initial industrial
project; one expert in lumber industries and one expert to prepare
financing plans. The new mission, minus the finance expert, began its
activities in September 1955, and its work on the selection of the most
suitable forest area and the situation of the plant is nearing completion.
The corresponding report will be submitted at tae next session of the '
Committee. The industrial stage of the pgoﬁgct is planned for 1957.
9

The Iiwvsstock resources of Central America, like its forest

(b) Livestock and dairy industries

potentiai, cre considerable, but poorly utilized, so that the region does
not reap the maximum benefit. In addition to a sizeable inter-Central
American trade in cattle on the hoof, the region has exported cattle and
meat, but has had to import animals for breeding, powdered-milk, ‘cheese,
hides and skins; in addition, meat and milk are usually in short Sﬁpply
while distribution is inefficient. The Committee appreciated the
important advantases which Central America would derive from the
development of integrated livestocl and dairy industries. The first

task was that of making an over-all survey of -livestock, grass and

28/ Informe sobre los recurses forestales y las posibilidades de ,
produccién de celulosa y napel en Centroamérica (Annex to document
E/CN.12 /CCE/6).

29/ Resolutions 2 (AC.17), 14 and 20 (CCE).

Jother feeds,
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other feeds, technical services, diseases, market characteristics, etc.
The FAO mission, appointed at the request of the Goveruments, began by
preparing a technical report in which basic conditions for the development
of meat and dairy herds in the reglon were examined. ~—/

The report was Submltted to the uommlttae at its third session,
together with a preliminary note on econcmic aspects o the situation
and the prospects of this industry in Central America.ik/ Oﬁ the basis
of these documents, the Committee agreed to transmit the technical
report to the Central American iinisters-of Agriculture for their perusal
and consideration, with a view to putting into effect the recommendations
contained therein and of determining, in agreement with the corresponding
Ministers of Beconomy, which objectives could be achieved through the
joint efforts of ‘all the Central mierican commtries. In another
resolution the Committee agreed to rejuest the Technical Assistance
Board to appoint an expert in livestock market organization to examine
and analyse the various aspects of the markéting of these products in
Central America. With this same end in view, 1t was also agreed that
studies should be made of the operation of three slaughterhouses in
three Central American countries, of the possibilities of collaborating
on specific aspects of the marketing of certain dalry products and of
some indus:rial activities connected with that kind of marketing. The
expert requested has begun his work and the secretariat is also urging
the co-ordination and planning of the aspects covered in the resolution.

{c)} Fishing industry 32/

The United Natiéns Food and Agriculture Organizetion has appointed

an;éxpert to study the possibilities of this industry. He will begin by
making a preliminary economic analysis on which the necessary detailed
studies will later be based.

30/ Estudio_cde los aspectos tdenicos de la industria Fanadera en
Centroamerlca (Fa0/35/7/1,320).

31/ Kota preliminar sobre aleunos aspectos econdmicos de la 1ndustrla
ganadera en Centroamérica. (FAG/55/11/8205}).

32/ Resolution 2 (AC.17).

/(d) Gotton
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(d) Cotton and cotton textiles 33/

The textile industry is the most important in Central America.

There are factories in the five countries, which work at different
levels of technical proficiency, while the limited size of the markets
restricts their output. Many kinds of cotton fabrics ave still imported
in very large quantities. On the other hand, the production of cotton
fibre in Central America has developed in recent years at a rate which
is not only sufficient to supply the domestic market but which also
produces sizeable export surpluses. BNo over-all study has been made as
yet of the problems of the Central American textile industry nor has
sufficient attention been paid, among other things, to the possibilities
of rational specialization of the teitile factories for the purpose of
producing cn a larger scale and at reduced costs. These are the main
lines for the survey requested by the Committee, for which FAO has
appointed an agricultural expert who is making a special study of all
aspects of cotton production in Central Americs, paying particular
attention to the rationalization of production methods and the co-ordination
of preduction and, in gereral, to the technical and economic im@rovement
of production. The United liations Technical Assistance Administration
has appolnted aﬁother expert to investigate the irndustrial aspects of
the cotton industry. Considerable progress was wade in these studies
during 1955, and it is hoped that the industrial report will be available
to the Committee by the end of the year.

() Other industries

It is interesting to note, in regard to the programme adonted by
the Commitiee, that it has so far been impossible to undertake integration
studies for the following industries: footwear and leather goods, wooden
and wax matches, and tyres and inner tubes. The tyres and inner tubes
industry is included again in the suggestions which appear later in this

3u/

report. On the other hand,. in the preliminary survey prepared by

33/ Resolution 2 (AC.17).
34/ See chapter V.

/the secretariat,
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the secretariat, other activities were included which were not
considered by the Committee at the time to be of first priority:
tanning materials, ceramics and glass, preservation of fruit and
vegetables, chemicals, fuels, agricultural implements and the survey

of mineral resources. A further analysis is made in this report of the
possibilities of establishing an oil refinery and of nroducing glass
vessels and containers; other industrial branches which mizht be
integrated on a regional basis are also studied: biological drugs and
ampoules, printers' ink, fertilizers and sulphuric acid, insecticides
and fqhgicides, paints and varnishes and soldered tubing. Some of these
industries have been considered in principle by the Central American
Industria) Initiatives Commission.

It is also interesting to note that the Central imerican
Industrial Initiatives Commission has recommended that the Committee
should_undeftake a systematic survey of the natural resources and raw
materials of Central America s0 that they may be utilized by integrated
industies and be taken into account in the ecoromic integration plans
for Central America.

(f) Central American Industrisl Initiatives Cormission

At the extraordinary session held at San Salvador, in May 1955,
the Comriitee, bearing in mind the changes which the Central American
economies had undergonre since the adoption of the programme in 1952 and
taking into consideration the fact that a proper balance should be struck
between the institutional projects and those promoting productive
activities and the establishment of new industries, requested that the
secretariat 22/ should evaluate the situation and susgest to the
Committee whatever additions or changes mizht szer to be advisable for
the early accomplishment cof the aims of the programme. The evaluation
report was submitted to the Committee at its third session, held at

Manague in January 1956. 3¢/ After examining this report, the Committee

35/ Resolution 8 (CCE).

gé/ Evaluation of the Central American economic irtegration pro2ramme
and some new industrial possibilities (E/C¥.12/CCE/23) and resolution
27 (CCE).

/eoncluded that
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concluded that the Central American economic integration programme had
reached the stage at which it was necessary to pass gradually from
over-all planning to positive action in the industrial field, with the
greatest possible participation of private enterprise. It was evident
that there was no means of collecting information on industrial projects
and activities which would enzble the Central Americar industrialists and
investors themselves to evaluate Central American markec prospects as

a whole and in the proper perspective. Consequently, the need to convene
frequent meetings of representatives of private enterprise and of the
official devclopment sectors of the five countries was manifest. For
this purpose the Committee agreed tc set up a Central American Industrial
Initiatives Commission,éZ/ consisting of two representatives chosen by
each Government, one representing vrivate enterprise. The Ccmmission is
scheduied to hold at least two sessions every year.

The Conmission's purpose is to facilitate the exchange of
informotion on industrial schemes, projects and activities and to examine
practical measures for furthering the required technical and economic
studies with a view to promoting the most effective.development of
industry, enhancing market prospects and integrating ard correlating
the various types of markets.

The first session of the Commission was held in Guatemala, from 16
to 21 July 1956, and industrial development within the framework of
Central America's econcomic integration was discussed; the Commission
dealt with ways and means of putting industrial schemes and projects into
effect in Central America, bearing in mind the need for the exchange of
information and for liaison, scientific and technological research and
co-operation between the Commission and private organizations as ﬁell
as between the former and Governments and official institutions.gg/'

The Commission also considered the draft regime for CTentral America's

—

37/ Resolution 28 (CCE).

zﬁ/ See Infornpe de la Primera Reunidn de la Comisidn Centroamericana
de Iniciativas Industriales {(£/CN.12/CCE/AC.2/3).

/integration industries,
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integration industries, which is dealt with wore fully below,zg/.
Finally, the Commission stndied some specific induétrial dewvelopment
possibilities for the Central American market, including‘the following:
petroleum derivatives; tyres and irner tubes; paints and varnishes;
glass, paper and metal containers; ceramics; insecticicdes; yeast; paper
industry; rayon fibre: cotton textiles; absorbent cottor and its
derivatives; building materials with a base of linters znd cotton-seed
husks; woollen fabrics; meat and milk products and by-producis;
biological, veterinary and pnarmaceutical products; fertilizers; iron
and steel foundries and rolling mills; vegetable oils and fats; cattle
feeds; maize derivatives; wooden and wax matches; aluninium tihing and
wooden furniture; and distilling of alcohol. In dealing with the wide
variety of items on its agonda, the Commission was assisted by the
secretariat and experts from difrerent international organizations. The
report on the session has been submitted te the Committee.

(g) Drart regime for-Centrsl America's integration industries

When the report evaluating the programme was under discussion, the
Committee considered the advisability of promulgsting a standard act in
Central America for the developmeni and promoticon of regional industries.
With this purpose in mind the Committee rocsolved 40/ to request the
secretarizy to prepare a bill setting forth a ge=firition of a regional
integration industry and what {iscal privilsges and other incentives
should be provided irn order to eﬁsure its successful devzlopment. A
preliminary draft prevared by the secretariat was submitted for the
consideration of a group of experts appointed under tie same rssolution,
at a meeting held at ilanagua from 18 to 23 June 1956; this group prevared
the final draft and presented it in the relevant report to the Committee.ﬁl/

The draft regime for integration industries in Central America defines an

39/ See section (g).
40/ Resolution 26 (CCE)

Q;/ Iniforme del Grupo de Expertos sobre Régimen de Industriss Ceniro~-
americanas de Integracidn (k/Civ.12/CCE/AC.3/3)

/integrated industry



E/CV.12/422
(&/C1 .12 /CCE/33/Rev.2)
Page 43

integration industry and contains general pfinciples concerning sites
and reciprocity, capital formstion, competition, fiscal privileges and
the obligations of each entervrise. The draft also proposes methods
of supervising ard controlling such industries and considers the
possibility of establishing a Central American industrial development
fund. As previously stated, the draft was examined by the Certral
American Industrial Initiatives Commission, whose observations are

included in the report to the Committee.

L. Foreign trade and tariff studies &g/

By definition the promotion of inter-Central American trade is one means
of effecting the economic integretion of the region. Even before the
Committee was established, the Central &merican countries had begun to
enter into Iree trade agreements. At present agreements of this kind

are in forc=z between FEl Salvador and the four other republics, similar

. agreements have been concluded between Guatemala and Costa Rica and
between the former and Honduras and negotiations have been initiated
among some of the other countries for the conclusion of similar agreements
cr for the extension of those in force.

. The Committee was aware from the outset that one of the first
practical tasks to be undertiken, which would serve as a background for
further studies on trade policy and the develorment of inter-Central
American trade, was the preparation of a standard customs nomenclature.
Consequently, at the first session it was agreed to create a Sub~Committee
for the Standardization of Customs Tariff Nomenclature which worked for
more than three months on a draft standard Central American customs
nomenclature (NAUCA), which was later submitted to the Committee.

Bxperts of the United Nations Statistical Office and o° the Inter~American
Statistical Institute collaborated in the oreparation of the NAUCA. The
NAUCA is based on the Standard International Trade Classification (SITC)

recommended by the United Mations and is an amplification of the latter

42/ Resolutions. 9, 18 and 19 (AC.17); 4, 7, 11 ard 22 (CCE). See also
documents 3/CN.12/CCE/9, 1L and 37.

/adapted to
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adapted to the requirements of Central America’s foreign trade.

When the NAUCA was approved, the Committee decided that a Coding
Manual should be prepared. This work was assigned to the Central
American Trade Sub-Committee established at the second session of the
Committee at San José, Costa Rica, in 1953. Other functions were also
assigned to the Sub-Committee, among them that of prepzecing a draft code
and standard customs regulations for Central America and of studying the
equalization of tariffs for certzin commodities in inﬁer—Central American.
trade.

The Central American Trade Sub-Committeé held two meetings, one
at Tegucigalpa and one in lexico, to discuss the draft coding manual.
The draft was completed in January 1955 and, during the extraordinary
session of the Committee at San Saivador held in May 1955, the manual was
finally approved. The secretariat was requssted to issuwe a printed version
of the NAUCA and of its Coding Manual for use in the administrative
services and general commerce in Central America. This edition was ready
for issue in December l955.é§/‘

The Central American Standard Customs Nomenclature {NAUCA) has
already beern adopted by Costa Rica, Nicaraguas ard iHonduras, and consider-
able progress has been achieved in the preparatory work in El Salvador
and Guatemala. The NAUCA has also been useful to many other Latin
American countries which have been studying reforms in their customs
nomenclature.

The Committee also recommended that a sﬁandard riemenclature should
be prepared for export commodities and such a nomenclature was adopted
by the Sub-Committee at its second session.&é/

An expért of the Technical Assistance Administration was appointed
to prepare a draft standard customs code in 1954 at the request of the

Governments; he presented his report at the third session of the Central

43/ Central American Standard Customs Nomenclature (KAUCA) and Coding.
Manual. United Nations Publication. Sales N°. 1955.I1.G.3. ‘

4t/ Homenclatura uniforme de exportacidn para Centroamérica

(£/CN.12/CCE/SC.1/L).

Jimerican Trade
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American Trade Sub-Committee held at Managua, Wicaragua, from 23 to 26
November 1955.&2/

Taking into account the fact that Goverrments recuired the
opportunity to examine the draft code more closely and in the 1light
of their own legislations, the Sub-Comnmittee agreed to nostpone further
study and final adoption until a later meeting, requesting that Governments
should trarsmit to the secretariat whatever observatiors they might wish
to make after a careful examination of the draft. In the light of these
observations, it was decided that a Technical Assistance Administration
expert should agein analyse the problem and make a suitable proposal.

During the second session, the Committee recuested the secretariat
to make a study of inter-Central American trade and Central American
trade policy in order to determine the possibilities of concluding a
multilateral free trade agreement. The secretariat preparsd the
relevant studies and presented them for the consideration of the Committee
at the beginning of 1955.&é/ At its extraordinary session, however, the
Committee decided to postpone the detailed discussiorn of this problem
until its third regular session. Al this séssion, the Committee paid
particular attention to the possibility of establishing a wide free trade
area. It was agreed that one of the most wvaluable means of promoting
industrial development and intesration in Central America would be the
conclusion of a multilateral free trade agreemert among the five countries.
With this purpose in mind the Comnittee appointed an Ad Hoc Committee to
prepare a draft treaty according to the specific provisions of the
corresponding resolution.éZ/ One of these provisions siressed that the
draft should establish a free trade area limited to 2 list of commodities
not subject to duties, restrictions and controls, and that the customs
duties levied by Central American countries on iimports of these commodities

and the corresponding raw materials should bLe standard so far as possible

45/ Provectos de Cddizo vy Replamentos Aduaneros para Centroamérica
(TAA/LAT/L).

46/ Andlisis y perspectivas del comercio intercentroamericano (u/CN 12/CCF/10)
and Polftica comercial y libre comercioc en Centroamérica {B/CF.12/0CE 1.

47/ Resoluticn 23 (CCE).

/and feasible.
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and feasible. The Ad Hoc Committee was also asked Lo make a study of
the commodities to be included in the free trade list, bearing in mind,
in particular, the commodities to be produced by the industries
provided for in the integration programme; the commodities to be
produced by industries which, thousgh aot included in the programme,
could be established on the basis of a common mariet, and the
commodities already in production in Central America in ~/hich trade

on a wide basis would be possible without affecting domestic economies.
The Ad Hoc Committee met from 19 to 24 March 1956 and prepared the .
draft treaty, as requested, and the list of fiee trade commodities.
The work of the Ad Hoc Coumittee is described in a report submitted to

the Committee.£§7_

In another fesolution,kz/ the Comnittee racquested the Central
American Trade Sub~-Committee with the collaboration ard help of the
secretariat and of other United Nations agencies, to draw up a draft
plan which could serve as a basis for the equalization ol Central
American customs tariffs, as a lirst step towards the formation of a
customs union. The secretariat is prenaring the documents in question

and will make them available te the Sub-Committee in due course.

5. S8tatistieal co-ordination 50/

The advantages of co-ordinating the,préparatipn of statistics in Céntral
America with a view to standardizing wetheds, concepts, uiits and the
presentation of data prompted the Committee to recommend, during the
second session, that the general divectors of statistics in Centrzl
Amerieca should confer. At the extraordinary session in 1955, the
secretariat presented a vreliminary studs to serve as a guide in this

rmatter, and the Committee decided to cieale 2 Statiz:cal Co-ordination

48/ Informe de la Comisidn Ad Hoc para el Proyecto de Tratado Multi-
lateral :de Libre Congrcio e Integracidn Zcondmica Centroamericana
(E/CN.12/CCE/AC.1/3).

L9/ Resolution 2 (CCE).

50/ Resolutions 20 (AC.17); 3 and 21 (CCE); and documents E/CN.12/CCE/36 -
and E/CN.12/CCE/65. . :

/Stb-Commitiee
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Sub—Committee to carry out the previous objectives. The purpose of the
first session of the Statistical Co-ordination Sub-Committee, held at
San Salvador, El Salvador, from 24 to 28 October, was tc consider a
work programme for 1955-56, to study methods of compiling co-ordinated
forest and transport statistics - both imvortant for the integration
programme - and to examine the problems involved in adapting the NAUCA
to the SITC for the purpose of foreign trade statistics. During the
session it was also agreed that the various natiocnal statistical
services should prepare, for the second session, studies on statistical
legislation, joint publications and other subjects of common interest.
Representatives of the United Nations Statistical Office, of the Inter-
American Statistical Institute and of FAO collaborated on the technical
aspects of this work.

The second session of the Statistical Co-ordination Sub-Committee
was held at San José, Costa Rica, from 14 to 19 May 1956. The reports
of the statistical services of the five Central American countries and
Panama were examined and a series of resolutions was adopited desicned to
ensure the orderly presentation and co-ordination of statistics, with
particular attention to forest, transport, industrizl, agricultural and
population statistics. The corresponding report is being considered by
the Committee.

Another subject connected with statistics which has a general
bearing on the integration programme is the lack of uniformity in the
weights and measures used in Central America. This subject was considered
at the second and third conferences of the central banks of the region
and, for the purpecse of furthering study, the Committee decided, at its
extraordinary session, to request the Technical Assistance Administration
to provide an expert to make an analysis of the existing situation and
to propose solutions which would lead to the effective introduction of

the metric decimal system. Work on this will be started by the end of
1956.

/Chapter III
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Chapter IIL

CHANGES IN THE CENTRAL AMERICAN ECONGMY «HICH AFFECT
THE INTEGRATICN PROGRAMME

Ever since 1952 the Central American economy has developed at a moderate
rate, due, on the one hand, to domestic stimuli (development and public
works programmes, agricultural investment) and, on the other, to external
factors, particularly the improvement in the terms of trade and the
resultant favourable effects on the balance of payments. _

Although enough data are not available for a thorough appraisal
of the situation, it is estimated that El Salvador's gross income rose
by abouf 14 per cent between 1952 and 1954 while Hicarzgua's and Costa
Rica's also appear to have increased svbstantially, thouzh the correspond?
ing fimures have not been computed. According to preliminary figures,
Guatemala's income grew by only 1 per cent during the same period,
partly on account of éxceptional circumstances, and Honduras' by about
5 per cent.

Among the main domestic factors which have had a favourable
influence on the region’s activities, special attention should be drawn
to the road-building and road maintenance programmes; the impetus given
to electrification; the installation of new industries (not less than
30 factories have been built since 1952) and agricultural investment,
meinly chanelled to the export sectors. ”

The mwost important external element was the export price level.
Although the volume exported by Central Americi as a whole declined
slightly by 2.1 per cent in 1954 as compared with 1952, the over-all
price level for exports rose by as much as 18,1 per cent. lioreover,
from 1952 to 1954 the import price level rewained virtually unchanged,
while the volume of imports in 1954 was 20.7 per cent higher than in
1952. During the same period, a 20.1 per cent improvement was registered .
in the terms of trade and the capacity to import expanded by 17.6 per cent.

To judge from preliminary figures alone, in 1955 the export price
level declined by 7 per cent and the terms of trade by 9 per cent with

/respect to
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respect to the ﬁfevious year. Nevertheless, the expansion in the export
volume (7 per cent) made it possible to maintain import capacity at a
level 15 per cenﬁ above that of 1952 and only 2 per cent lower than in
1954. '

The corresponding increase in imports was used to foster Central
America's economic development, since, according to preliminary figures,
imports of capital goods grew by 18 per cent between 1952 and 1955, while
imports of consumer goods increased by about 30 per cent. *

These manifestations of the over-all economic situation have not
failed to affect the economic integration programme, since, despite some
temporarily unfavourable factors in some countries, the general trend
towards improvement facilitated the expansion of the market, the
financing of public works and basic services and the undertaking of
large-scale, long~term projects.

Without going into a detailed review of the progress achieved in
the Central American economy, a brief description is given below of the
changes registered in the following basic sectors which are of particular
significance for the integration programme: electric energy; roads ard
transport; new factories and industrial projects; industrial development
legislation and institutions; finaneial resources; and inter-Central-

American trade.

1. Electric energy

That electric energy should be supplied adequately and uninterruptedly
at reasonable prices is of vital importance for the Central American
economic integration programme; since otherwise it will be impossible to
achieve substantial and timely progress'in industrialization.

) Although for many indusiries the cost of electric power represents
but a small part of the total cost of the final product, this is true
pnly when supply conditions are satisfactory and, more specifically, when
”the:sérvice'is continuous. Power shortages may involve an increase in
cdsts‘many times greater than the charges paid for consumption. Moreover,
a drop in woltage ﬁot oniy redﬁces the speed of the machines used in the

/industrial process
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industrial process and therefofe the rate of production, but it also
increases the wear and tear of equipment and the investment required to
keep it in good repair and working order. In addition, both price and
supply conditions may be decisive in determining the feasibility of
projects requiring high energy inputs.

it might well be that some industrial projects, which were not
practicable in Central America under electric supply conditions as they
were in 1952, could be undertaken at present, as a result of expanded
cap&city in some countries of the area, or in future, when the planned
installations or those under construction are completed.

Although in recent years generating capacity has expanded consider-
ably in most countries, the installation of power plants and of
distribution lines and networks has not kept pace witl electricity
requirements. Only in some of the main consumption areas was there a
marked improvement in 1954-55; in others there were zppreciable deficits
wnich made it necessary to ration electricity during periods of peak
loads.

From the end of 1951 to the late months of 1954, aggregate power-
generating capacity in-Central America increased from 155,000 -to 232,000
kW, that is, by 49 per cent, or at an average annual rate of 10.6 per
cent. At the same time, power production rose from 390 to 660 million
kih L/ or by 70 per cent which represented an average annual rate of
increase of 1.4 per cent. |

The following should be mentioned among the main developments in
this field: the first two 15,000 kW units of the river Lempa hydro-eleetric
project, in El Salvader, including transmission lines to the localities
lying within an economic radius of supply, were working by 19543 in 1952,
the second 1,280 ki unit of the hydro~electric syster. owned by the main
public utilities enterprise, was inaugurated at San Luis, El Salvador;

1/ Statistics on installed capacity comprise data for all public utilities
and for most enterprises which generate their own power. Figures on
power production refer mainly te public utilities. Hence, the correspond-
ing data should not be taken as Central American dggreﬂates for all
kinds of electric plants.

/in Costa
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in Costa Rica, 900 hydro-slectric kil were added to the Birris dam in
1953, and in 1954 the public utilities enterprise inaugurated the first
5,000 kW steam unit at San Antonio, near San José, to supply the central
zone of the country. The second, also a 5,000 kil unit, was put into
operation in 1955, while an additional 7,100 kW were installed in other
plants. In 1953-55, Nicaragua built three 3,000 kiW diesel stations
intended for the city of Managua. In Guatemala, the second 3,000 kW
unit at the hydro-electric plant at E1 Salto began operation in 1954,
and other small plants gave an additional capacity of 895 kW, During
1955, various hydro-electric power stations acquired an additional total
capacity of 2,700 kW. Finally, in Honduras, Tegucigalpa's public service
installed two 800 kW diesel units in 1952, and in 1953 several municipal
plants were inaugurated, thus expanding capacity by 405 K. In 1955
a new 800 KW unit was added to the Tegucigalpa plant.

One beneficial result of the coming into operation of the river
Lempa hydro-electric plant was that electricity rates were cut in San

Sal vador under an agreement concluded between the Comisidn Ejecutiva

Hidroeléetrica del Rio Lempa and the public utilities entervrise to which

the former sells power at a reduced high-consumption rate. This
reduction, which amounted to 25 per cent for power services, together
with a regular voltasge and no rationing during hours of peak loads,
caused consumption of electricity to increase appreciably in San Salvador
and by itself increased the effective capacity of industrial enterprises.
Among the projects at present under construction and which are
scheduled to enter into operation between 1956 and 1958 are the completion
of the river Lempa hydro-electric plant (E1 Salvador) which by 1956
should have a total generating capacity of 45,000 kW; the additional
16,000 kW to be installed in Guatemala in a series of minor projects,
-none to exceed 5,000 kW; the 12,000 kW diesel plant at Colima, planned
by the Instituto Costarricense de Flectricidad to supply the city of San
José, Costa Rica, to be inaugurated in 1956; and the 30,000 kil of the
hydro-electric system at La Garitaz which is well on the way to completion.
Finally, progress has been made on the plan to build a new 30,000 kW
thermal plant at Managua.

/By 1958=59
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By 1958~59 the increments under consideration and others of less
importance will raise Central America's total generating capacity to
340,000 kW, which is 47 per cent above the level reached at the end of
1955. '

In addition to the 12,000 kW of the Colima plant and the 30,000
Kif of the Garita project, at present under cdnstruction, the Instituto
Costarricense de Electricidad plans to develop the production of
electricity in Costa Rica so that, by 1965, an additional 80,400 kW will

be available, mostly hydraulic. The plan includes, inter alia, the Macho

river hydro-electric system, with a total installed capacity of 39,000
kW in two units of 12,000 kil each to be finished by 1959 and 1961 and a
final unit of 15,000 to be completed in 1963. A 15,000 kil unit is to be
inaugurated in 1965 on the Reventazén river, as part of a project to
utilize this basin on a more extensive scale.

Other electrification projects in Central America include the hydro-
electric system of Jurﬁn%ﬂafinalé at present being considered in Guatemala,
which would add 40,000 kKWW to the generating capacity of the country; in
Honduras plans are under way for harnessing the river Lindo, which might
initially yield 24,000-27,00C ki, while in Nicaragua preliminary studies
have been made of the river Tuma according to which 5C,Q00~70,000 kW
could be gernerated.

Furthermore, there are longer-term prospects, which seem reasonable
from a technical and economic point of view, such as the Guarajambala
project, belween E1 Salvador and Honduras, which could produce from
100,000 to 120,000 kW, and the utilization of the waters of Lake Nicaragua,
where a 100,000 to 170,000 XW plant might be installed. The projects in
question recuire to be linked under a regional system; in the long run

they would help to .meet the future electricity requirements of the region.g/

2/ See Informe sobre electrificacidn en América Central, op. cit.
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2. Roads and transport

When the economic integration progfamhe for Central America was initiated
in 1952, the road and transport situétion was as described in the report
submitted by the joint ECLA/TAA‘mission to the_Committee on Economic
Co-~operation at its second session held in October 1953.2/

According'to the repori, in 1953 the'total length of roads in
Central America was estimated at 21,100 kilometres (excluding Panama).

Of this total, 10,230 kilometres were all-weather roads while only 2,040
kilometres were paved. The main route connecting these countries - the
inter-American highway ~ was 2,018 kilometres 1ong,>of which ' _
1,666 kilometres were open all jeaf round (673 paved) and 352 kilometres
were still to be built. That is tb 84y, 82.4 per cent of the finished
roads were usable in all kinds of weather. There were, however, three
strategic links connecting finished roads, on which construction had not
started and which thus impeded international traffiec. These were the 4O
kilometres joining Ciudad Cuauhtémoc on the soubthern frontier of Mexiceo
and kilometre 303 in Guatemala; the 105 kilometre sector between the
Nicaraguan frontier and Bagaces in Costa Rica and, finally, the 207
kilometre stretch between San Isidro del General in Costa Rica and the
Panamanian border.

Although up to 1952 there had been some expansion of Central America's
road network, some very important factors limited its development,
preventing the full utilization of investment. Among these were the bad
condition, deficient technical and sconomic planning and ineadequate
mdintenance‘of eXisting roads, and the shortage of secondary roads branching
from the main highways. These and other restrictive factors had an
unfavourable impact on the cost of motor transport, which was expensive
for these reasons and also because of the high cost of equipment, fuels
and repairs. In addition, road transport was hampered‘by a number of
difficulties peculiar'to each country, which obstructed the rapid and

easy flow of persons and goods .

2/ See Transporte en el Tsimo Centroamericano, op. cit.
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An analysis was made in the report of railway transport, which is
usually organised to serve only the needs of each individual country,
and mention was made of the fact thal some of these services worked
efficiently while cthers were antiquated and careless about maintenance.
Some required improved permanent way, equipment and organization in
order to enable the services to conform to modern needs rather than to
the conditions prevailing when they were originally established.

In the case of maritime transport, the Mission which prepared the
report fourd sufficient grounds for establishing regular and frequent
shipping services, at reasonable rates, if and when some problems were
solved, including, in particular, the improvément of port facilities
and services and of entry routes, and the joint use of certain ports
by two or more countries to prevent duplication of investment.

Although air traffic was inadequate until 1952, there was room for
improvement by paying greater attention to the maintenance and building
of airports, the regulation of services and the establishment of
economie rates.

Since 1952 some changes have occurred in the state of the roads,
and road-building programmes have been undertaken, as well as projects
for improwving ports, motor transport, shipping and air traffic, while
in some cases rates have been lowered. A fundamental problem, however,
still awaits solution, namely, the condition of most ports, which explains
the high maritime rates applied to certain kinds of services. Probably
the greatest progress achieved from 1952 to 1955 and that which had the
greatest influence from the short-term aspect on trade among the countries
of the area and, consequently, on economic integration was in road-
building. For this reason, the following analysis refers mainly to this
aspect.

(a) Inter-imerican Highway

One of the most important elements in the integration of transport
in Central America will be the completion of the work on the Inter-American
Highway. Early in 1953, 33 per cent of the total was paved, 49 per cent
was built bubt not paved, and 18 per cent was yet to be bullt.

/Road-building
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Road-building was mainly concentrated in Guatemala, Nicaragua and Costa
Rica. From 1953 to 1954 some parts of the road were paved while other
usable sections. were revetted. Nevertheless the most important develop-
ment on this route in 1955 was the opening of the 105 kilometre link
Jjoining the Nicaraguan border and Bagaces, in Costa Rica, whnich allows
traffic to flow without interruption from kilometrs 303 in Guatemala

~ 40 kilometres from the border belween the latter country and Mexico -
and San Isidro del General, in Costa Rica, 207 kilometres from the
Panamanian border. The last two links have yet to be built so that
traffic may move all the way thrcugh Mexico to Panama. In 1955, work was
intensified on the Mexico-Guatemala section and, consequently, the opening
of this road is scheduled for 1957.

As a result of the aforesaid work, in 1955 the expanse of paved
road was 34 per cent, the expanse vevetted 53 per cent and the expanse
still to be built 12 per cent of the total.

(b} National roads

(1) Guatemala. Investment in roads grew from 3.3 million
dollars in the fiscal year 1948/1949 to 7.5 million in 1952/53 and lth
in 195&/55. Although building costs per unit rose during the period; the
increase in expenditure does reflect a significant expansion in the rate
of construction.

In August 1955, the International Bank for Reconstruction and
Development lent Guatemala 18.2 million dollars to help finance the
construction of roads leading to the Pacific and the Atlantic and for
the maintenance of existing roads. It is expected that, with this loan,
the two roads will be finished by 1958. The Atlantic highway has become
more important since the termination, in June 1955, of the work on the
new port of Santo Tomds, near Puerto Barrios, which is considered to be
the most modern snd best equipped in Central America. Until 1955, however,
the port had been practically unused because neither the 6 kilometre link
with the Ciudad de Guatemala - Puerto Barrios railway line, nor the 80 |
kilometre connexion with the Atlantic highway linking the nort to the
interior of the country, had been built.

/In the
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In the last four years work has proceeded apace on the building
of the highway on the Pacific coast, which is one of the main arteries
of the country since, in addition to constituting a second link between
the capitals of Guatemala and El Salvador, it crosses an agricultural
area of great potential wealth. During 1953 and 1954, work was done
on several sections, and in 1955 the work was further intensified, since
in addition to 1.5 million gquetzals allocated by the Guatemalan Government,
3 million dollars were provided by the United Stales Government.

Moreover, in December 1954 the section between Retalhuleu and
Champerico was completely macadamized. This road branches from the
Inter-American Highway., crosses the Los Altos area,'continﬁes to the
Pacific coast and Joins the coastal road. ,

(IT) EL Salvador. Since 1952, the coastal highway has been
given highest priority. Although the rate of building decreased during
1953 and 1954, work was intensified on several sections, thanks to the
11 million dollar loan granted in December 1954 to the Salvadorian
Government by the Internaticonal Bank for Reconstruction and Development
for the completion of this highway. It is estimated that at the end
of 1955 an additional 42 million colores had to be invested to complete
the project. _

(II1) Honduras. This country has concentrated mainly on two
projects: the reconstruction of the road from Tegucigalpa to the Pacifie
coast and the road from the capital to Potrerillos, which, if extended
to Puerto Cortés, would link the Atlantic coast with Tegucigalpa and
would cross the important area of San Pedro Sula. When these roads are
built, the country will have its first inter-oceanic highway.

Consideration is also being given in Honduras to an over-all road
development plan, for which the work of the joint ECLA/TAA mission of
1952/53 has been useful. '

In December 1955, the International Bank authorized a 4.2 million
dollar leoan for road maintenance. The loan alsc made it possible to
undertake the preliminary engineering studies for the rehabilitation
and construction of a number of sectors of the two important north-~

western and western routes.

/(IV) Wicaragua.
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(IV) Nicaragua. Investment in highways and secondary roads
has increased remarkably in recent years. One of the main highways is
that from Managua to Ledn, which links the capital to a productive
agricultural and commercial area. TheAwork gained further impetus
during 1953 and 1954, and macadamizing was completed at the beginning
of 1955. When this highway is prolonged to the port of Corinto it will’
carry an important part of this country's international trade.

In order to keep certain sections open in all seasons, work was
done in 1952-53 on the highway from San Benito to Rama which will be
the first means of communication by land between the capital and the
Atlantic coast. In addition, surveys and final mapping continued while
the paving of the rocad from San Benito was begun in order to maintain
the works already constructed.

On the important highway between port San Juna-del-Sur on the
Pacific ard the Inter-American Highway, building has proceeded intensely
since 1953 and its completion was scheduled for 1955~56.
| In recent years the construction of secondary roads has also gained
impetus, for which, in addition to Government investment, funds from a
lean granted by the International Bank in 1954 have been used.

In the aggregate, by August 1955 Nicaragua had 368 kilemetres of
asphalt roads, 1,664 kilometres of all-weather roads and 2,476 kilometres
of roads open during the dry season only. |

(V) Costa Rica. From 1948 to 1954 annual public expenditure
on roads rose froz/SO0,000 to 2.3 million dollars. Apart from the Inter-

American Highway, in 1953 work was intensified on the building of the
road from Liberia to Puerto Jesls, which crosses the farming and grassland
region of the Nicoya peninsula in Guanacaste, opened to traffic in 1954.
The Atlantic highway, plamed from San José to the river San Juan
at the border with Nicaragua, had been built up to a point called La
Virgen by the end of 1955. When ready, this road will link the Sarapiqui

area to the capital. When the road meets the river San Juan, access

4/ see (a) above.
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to the Atlantic coast will be possible by river.

3, New factories and industrial projects

Since 1952 as many as 30 new industrial enterprises have been established
in Central America. Among the most salient achievements in this field
are the expansion of cement production following the installation of
three new kilns, two of them in El Salvador and the other in Nicaragua;
the entry intb operation of feur mechénized factories producing leather
footwear and the inauguration of two modern tanneries; the opening of
two plywood factories, to make use of Central America's abundant forest
resources; the ertry into operation of two dried milk plants, two vegetable
0il factories and one of margarine. Moreover, the production capacity
of the textile industry was expanded by the addition of modern automatic
equipment.

(a) Cement

The demand for cement, stimulated by the high rate of private and
public building in most of these countries, has remained at high levels
in reqént years. Thus, regional consumption’expanded from 166,000 tons
in 1951 to 228,000 in 1953 and by 1955 had reached the 295,000 ton mark.
Parallel to this development, regional production increased from 80,000
tons in 1952 to 164,000 tons in 1955, but about 130,000 tons were still
imported during the latter year. In view of all this and to bring
consumption and production more into line, Nicaragua installed a second
30,000 kiln in 1954, which raised the annual producfioh capacity of the
country from 19,000 to 55,000 tons. EL Salvador's plant, which began to
produce in 1953 with an initial annual capacity of 49,5C0 tons of cement,
installed an additional kiln of 60,000 tons capacity during 1955. At the
same time the factory lowered the price per 92 pound sack of cement by
0.30 colones with the object of expanding the demand for this commodity.
Following the above-mentioned expansions, Central America's aggregate '
capacity grew by 160 per cent between 1952 and 1955, reaching an annual
level of 236,000 tons, which reduced the former gap between consumption

and production considerably.

/In addition,
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In addition, Honduras is actively following up a project for a
factory to produce 45,000 tons of c¢ement annually, which is the
projected demand for 1958 when the factory is scheduled to start
operatibns; With this new unit, to be situated in the northern area
of the country, it should be possible to replace about 30,000 tons of
imports annually, which in 1954 came mainly from Europe and partly from
El Salvador. The project comprises the establishment of an annex to
manufacture 15,000 annual tons of dry-slaked lime. The local fruit
companies constitute a regular market for this commodity, imports of
which, for agricultural purposes, at presenf amount to approximately
the production target. |

In Guatemala it is planned to double cement production capacity
by the end of 1957 by installing a new 238 daily ton kiln in the
existing factory. This expansion calls for a 2.5 million dollar investment.

Finally, a project is under consideration in Costa Rica for the
establishment of a cement factory to meet domestic requirements, estimated
at 75,000 tons by 1957, which have been covered exclusively by imports
until the present.

If the annual rate of increase for cement consumption (12.85 per
cent) observable from 1950 to 1955 should be maintained, aggregate
consumption in Central America should rise to 423,000 tons by 1958. If
expansion projects at present under construction or in the plarning
stage are in operation by that year, output capacity, estimated at
420,000 tons, would equal anticipated consumption.

(b) Textile industry ‘ '

One of Central America's staple industries, from the point of view

of employment and of its aggregate value to production,is the textile |
industry, particularly cotton. In 1955, there were 28 factories engaged
in this branch of production, of which 10 were in Guatemala, 8 in El
Salvador, 4 in Costa Rica, 3 in Nicaragua and 3 in Honduras. Of this
total, 18 included both Spinning and weaving operations, 4 oniy spinning
and 6 only weaving. By the end of 1955, the factories as a whole were

/running 115,000
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running 115,000 spindles and 2,800 looms.é/'

The equipment is unevenly distributed throughout Central America;
the greatest development is in El Salvador and Guatemala, 49,440
spindles and 1,230 looms operating in the former and 41,480 spindles
and 862 looms in the latter. Together these two countries own 79.1
per cent of the area's spindles and 73.7 per cent of its installed
looms. Nicaragua comes next with 15,500 spindles and 492 looms, which
is 13.5 per cent of total spindles and 17.3 per cent of total looms,
followed by Costa Rica and Honduras which together account for 7.4 per
cent of total spindles and 9.0 per cent of installed looms.

Despite the fact that the output capacity of the cotton textile
industry in Central America can meet domestic demand in terms of volume,
generally speaking these factories are neither large enough nor have they
the necessary equipment to manufacture the varieties and qualities
required by the market. In recent years the industry has been adversely
affected, to a varying extent in each country, by the strong competition
it faces from imported fabrics, which in 1954 totalled 67.7 million
metres. Although in some cases measures have been adopted to expand
the domestic market, such as Guatemala's Textile Compensation Act and
the new tariff which came into force in Costa Rica at the beginning of
1954, the industry had to contend with rising prices for cotton fibres
and a growing volume of imports in some countries. The result was that
producticn in 1955 remained at the low level of the two previous years.
Despite these difficultlies, one of the main plants in Bl Salvador,
installed 256 modern looms as well as other equipment in 1952-53, and,
at present, under Japanese technical supsrvision and with joint
Salvadorian—Japanese capital, a textile plant is being installed, with
25;000 spindles and 260 modern looms. In 1953 a new mill was established
in Nicéragua, equipped with 265 automatic looms raising the daily
production of erude fabrics to 14,000 metres. In October 1952, despite
great marketing difficulties, the Ric Lindo factory with a capacity to

2/ These figures were obtained mainly through direct surveys in facltories
and should be regarded as provisional.

/manufacture 1.1
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manufacture 1.1 million metres of drill and coarse cotton cloth was
inaururated, and early in 1955 a new factory with automatic equipment
was installed at San Pedro Sula which can produce about 300,000 metres
annually. At the end of 1954, a new factory equipped with 26 automatic
looms with a rated output of 800,000 metres of coarse cotton fabric a
year went into the production of sacks. This plant, which began to
manufacture cloth from yarn purchased in the domestic market, started
to operate its own spinning ecuipment in the early months of 1955.

(c) Footwear

Another manufacturing branch in which significant changes have
taken place is leather footwear, a commpdity which until recently was
mainly hand-made because mechanization was hampered by legislation
banning imports of the machinery fequired; As soon as this legislation
was repealed, four mechanized factories were installed in the area.
Two started to operate in San Salvador in 1953 and their joint capacity
amounts to 2,000 pairs daily. Althoush great efforts have been made in
£l Salvador to improve thé quality of domestic hides and leather, most
of th'e fine leathiers required by the industry are still imported. In
Costa Rica, another completely mechanized plant with a daily output of
1,000 pairs began to manufacture leather and canvas shoes with rubber
soles. Some time before it had established a modern tannery. Also in
1955, the modern mechanized plant at Rio Segundo, Kajuela, with a daily
manufacturing capccity of about i,OOO paire of sﬁoes, went into eperation.
The plant 2lso installed its own tannery, which will process 300 hides
daily. Moreover, in the vicinity of Managua a modern slaughter-hmuse
with a eold ctovege plant is being bullt in order to make full use of
animal by-products. The most modern slaughiering methods will be applied
and an information campaizn will be launched to teach sound methods of
animal husbzndry te improve the qﬁaliﬁy of thé hides.

(d) Qilis ang fats |

Central America's production of il from cotton-seed, ajrnjoli,
groundruta ‘and African palm rose about 10 per cent between 1952 and
1953. Nevertheless, the reginal deficit of edible oils in 1953 totalled

/1,000 tons
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1,000 tons while the aggregate supply of fatstuffs fell short by

10,000 tons, thus offering ample scope for the expansion of this
industry. In recent times this situation has encouraged the establish-
ment of several new plants which will use the oil-seeds and nuts which
are harvested locally in appreciable quantities. Thus, a new plant was
inaugurated in Costa Rica in 1954 to replace the old cil factory, the
basic raw material being crude oil from African palm. Present refining
capacity is about 2,000 tons annually. During the second half of 1956
an existing piant.was expanded in Nicaragua to refine 2,300 tons of
cotton-seed o0il annually. The modern margarine factory, which went into
operation in 1951 in Costa Rica and which by 1953 had attained a daily
average production estimated at 1.5 to 2 tons, installed a new refining
machine in 1954. At the beginning of 1955 the first margarine plant was
established in El Salvador. It will produce an estimated B,OOO
kilegrammes daily from domestically produced oils.

- {(e) Lumber and wood

The recent development of some forest industrialization projects
also merit attention. Since 1950 a plywood factory has operated in
Guatemala, with a monthly capacity of 500,000 board feet. Furthermore,
by mid-1954 another plant of the same kind was installed at Puerto
Castilla, Honduras, with a rated capacity of up to 500,000 board feet a
month. 1In 1955, production expanded by 80 per cent over the previous
year in Guatemala's plywood factory, output rising to more than 6 million
board feet. The same enterprise plans to produce chipboard by 1957, in
order to use up wood waste, in a new plant with a daily capacity of 10
tons. In addition, it is planned to install a plant in the tropical area
of E1 Petén, with an annual capacity to produce 20 miliion board feet of
mahogany veneers and 750,000 board feet of steam-dried sawnwood. Both
factories export part of their production to Cuba and Bl Salvador, but
apparently the volume of such exporis has not been generally sufficient .
to warrant full-scale production. There is no doubt that the expansion
of the regional market ~ the requirements of which are partly covered by
imports from outside the area - will contribute toc a better utilization
of the existing and planned facilities.

/(£) Other
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(f) Other industries

Some progress has also been achieved in the dairylindustry with
the installation of a milk pasteurizing plant (1952-53} and a powdered
milk factory in Costa Rica and Nicaragua (1954-55). A sterilization

plant was in the last stages of construction in Guatemala while Honduras

and El Salvador were also exploring the possibility of producing dried
milk. UNICEF has collaborated in most of these projects.

The first modern factories for the production of feed concentrates
are operating in Honduras and Nicaragua and more are planned.

In Costa Rica the paint and varnish factory was expanded; in 1955
it produced 50,000 gallions and it can process about 300,000 gallons
annually. In the same country, a tin container factory was installed
in 1953 which by 1954 manufactured 268,000 quarter-gallon containers
and about 6 tons of smaller tins. In 1956, Central America's first
soluble coffee plant was established in El Salvador, with an annual
processing capacity of about 3,000 tons of coffee beans. The possibility
of setting up oil refineries has been considered in some Central American
countries. A tyre factory, with a rated output of 60,000 units annually,
is being constructed in Guatemala and a similar project is in the
planning stage in El Salvador. Both countries plan to begin installing
two plants for the manufactured plastic products by mid-1956. The
Salvadorean plant will produce a wide range of articles with a
polyethylene base, such as bags, plain and corrugated sheets, transparent
and opague plates, milk containers, tubing for water and electric
installations, plastic liners for electric copper wire, garden hose and
toys. The Guatemalan factory, which will also process imported
polyethylene, will manufacture toys only. Finally, & plant is nearing
completion in Costa Rica which will manufacture yeast feeds from cane
molasses.

All this shows that, although progress in industrialization has not
been spectacular in the last four years, the Central American economies
have taken a step in the right direction by laying sound foundations

for future development. In most cases, however, industries have not
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been established with an eye to the Central American market as a
whole, and some have failed to reap the benefit accruing from their

inclusion in the regional economic integration programme.

4. Industrial development institutions and legislation

(a) ‘Legislation to promote the establishment of industries

Three Central American countries have enacted legislation for the
specific purpose of stimulating industrial development. In order of
promulgation these are: the Act to promote the establishment of completely
new industries of CostalRica;é/ the Industrial Development Act of
Guatemala;Z/ and the Transforming Industries Development Act of El

Salvador.g/ In addition, the National Economic Council of Nicaragua
is studying a bill to promote industry, and in Costa Rica a new bill for
industrial devéiopment has been drafted and is awaiting discussion by
the national Legislative Assembly. '

A1l these laws are based on common principles. To some extent they
all grant customs exemptions for the importation of the building
‘materials,‘machinery and equipment to be used in the industrial plant
in question, and in some cases, under certain conditions and for limited
periods, the privileges are extended to raw materials. Tax exemptions,
inter alia those levied on profits and income, are 'also granted in
varying degrees and for periods which vary according to the industry to
be developed. Moreover, these legal texts contain certain restrictive
provisos which tend to 1limit the scope of the benefits, or to exclude
fofeign enterprises, enterprises in which foreign capital constitutes
specific pefcentages; enterprises.which use a certain proportion of
imported raw materials, and, in one isolated instance, enterprises which
do not employ a minimum of national staff. o

The Costa Rican Act, which refers exclusively to completely new

inﬁustries, grants tariff exemptions for imports of machinery, spére

6/ Act N° 36 of 21 December 1940, and its amendments.
7/ Decree N°s 459 and 885 of 21 and 25 April 1952.
8/ Decree N° 66l of 26 May 1952.
/parts and
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parts and accessories required for the installation of the factory and
on any necessary additional machinery required in the following five-
year period; tariff exemptions for five years on imports of fuel, oils
and lubricants up to the amount indispensable for the cperation of the
machines, and on the necessary commodities which camnot be obtained in
Costa Rica in sufficient cquantities or of the proper quélity, provided
that these imports do not amount to more than 25 per ¢ent of the raw
materials incorporated in the finished product; tariff exemptions for
exports of commodities manufactured by the new industry, and "adequate
protection against foreign competition when the domestically produced
commodity meets national standards as to quality, volume and price in
the opinion of the experts appointed for this purpose by the Ministry
of Agriculture and Industries".

The Act also defines certain obligations to be fulfilled by the
enterprises in order to qualify for the foregoing privileges, among them
the condition that the applicant enterprise must recruit at least 90
per cent of its staff from among Costa Rican nationals and that at least
75 per cent of the raw materials incorporated in the finished,product
should be home-produced, with the exception of purely agricultural
industries and under specific conditions.

In Guatemala, the Industrial Development Act Lg/ classifies
industries into "integral industries" which utilize only Guatemalan
natural resources, and "transforming industries" which utilize both domestie
and foreizn resources. '"Integral" industries are grouped into "basic™
industries which are of vital importance to human subsistence, and
"convenient® industries covering the remainder; '"mew" industries are
those which manufacture goods not previously produced in the country,

and "existing" industries are those already established.

9/ See Act N° 36 quoted in footnote 6.

10/ Various bills are under study in Guatemala to replace the Industrial
Development Act at present in force.

/The conversion
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The transforming industries are also divided into new and existing
industries and they are further_cléssified, according to the amount
of domestic or foreign raw materials they use, into the following
sub-headings: (a) those utilizing over 80 per cent domestic raw materials;
(b) those that do not use a significant percentage of domestic raw
materials but which maintain a high level of employment; (c) those
which utilize between 40 and 80 per cent domestic raw materials; and
(d} those which use less than 4O per cent.

According to the provisions of this Act, the '"basic integral®
industries, whether new or existing, shall be exempt, for a period not
to exceed ten years, from all taxes, duties and import charges and
surcharges in respect of all the materials necessary for the construction
of the plant and its extensions, and in respect of all machinery,
equipment and accessories, provided it is shown that such articles
cannot be produced advantageously in Guatemala. They are likewise exempt
from all profits tax during the first two years, from 75 per cent for
the next two years, 50 per cent for the two following years, and 25 per
cent for another two; finally, they are exempt from the real estate tax
for a five-year period.

On the other hand, the new transforming industries which use more
than 80 per cent domestic raw materials or which maintain a high level
of employment, those which utilize between 40 and 80 per cent domestic
raw materials and those which use less than 40 per cent will benefit from
the exemptions enumerated above on a progressively decreasing scale and
for a shorter number of yéars, save for imports of duty-free raw materials.

In order to claim these exemptions, the new enterprises which
produce for the domestic market and do not require advanced technical
skills must be financed predominantly with Guatemalan capital, while
in those that require advanced technical skills, it is desirable that
domestic funds should constitute at least 33 per cent of the capital,
but in certain cases, the foreign contribution may amount to as much
as 70 per cent. Industries organized mainly for the export market may

operate entirely with foreign capital.

/In El Salvador,
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In Bl Salvador, the Transforming Industries Development Act
distinguishes between two categories, Uessential! industries producing
goods intended to satisfy the basic requirements of the population,
and "convenient" industries which are useful and economically important

for the country. . Under this Act the priiileges which may be granted
include customs exemption, with total exemption from}any cuties, charges
or surcharges on imports of building materials required to install the
plant; mectors, machinery, equipment, tools, implements, spares and
accessories; raw materials and semi-finished products, provided that
they are indispensable, are not produced in E1l Salvador or are produced
in such small quantities that it is not worthwhile to buy them in the
home market. Moreover, exemptions from or reductiocns in fisecal and
municipal taxes are alsc granted in respect of the establishment and
operation of an enterprise, the production or sale of its products and
the capital invested. In addition, provision is made for exemptions
from or reductions in the profils tax.

So-called "essential" production ejoys all import privileges for
a period of ten years, total exemption from the foregoing taxes for
five years and a 50 per cent reduction in such taxes for the following
five-year period. "Conwvenient! industries may claim the first two
benefits in respect of building materials, machinery and eguipment for
eight years, a 50 per cent tax reduction for five yeafs aﬁd a further
25 per cent rebate during the three following years.

Among the main conditions attaching to these franchises and
exemptions, two merit special attention: (a) at least 50 per cent of
the invested capital must be of domestic origin; and (b) the industry
must try te use the raw materials available in El Salvador. Nevertheless,
for the purpose of floating capital,any investment coming from other
Central American countries will be considered to be of domestic origin,
this being the only case in Central America where funds originating‘in

any country of the area are placed on an equal footing with national
capital.

/This may
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This may be due to the fact that in the other countries such
legislation was drafted from a purely naticnal point of view, before
the countries of the area had become active and determined supporters
of Central American economic integration. Hence it might be advisable
to analyse such legislation in order to achieve greater standardization,
through the granting of recipfocal concessions, as a means of facilitating
industrial integration on a regional level.

Such an analysis.might be made for the purpose, firstly, of
determining the kind and scope of customs and tax exemptions which
should be granted on a regional scale to the industries which may be
established under the integration scheme with direct contributions of
Government capital. Secondly, it might be advisable to examine the
system of concessions for new industries, from the point of view of
their nationality or capital formation, to determine whether it is
feasible to adopt a system whereby capital from Ceniral American sources
could be treated on an equal basis with national capital. Finally, if
such equalization is not immediately feasible, it would be desirable
to determine the differential standards for customs and tax treatment
according to whether industrial enterprises are to be established with
joint Central American capital or exclusively with national capital.

(b) Development agencies

The existence of development agencies in the five countries may
help to accelerate the preparation of industrial integration plans.
Most of these agencies have resources available, although on a limited
scale, to undertake market analyses and to investigate other aspects
essential to the projects under consideration. The co-ordination and
co~-operation of these agencies in such work might be helpful in connection
with certain projects when the experts carry out the preliminary studies
and might thus help to expedite the programme.ll/

When the Central American Committee on Eccnomic Cooperation was

established at Tegucigalpa in 1952, the Banco Nacional and the Codnsejo

11/ For further details see chapter VI.
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Nacional de la Produccién in Costa Rice, the Instituto de Fomento de

la Produccidn in Guatemala, and the Bance Nacional de Fomento in

Honduras were already operating. Since 1952, two new development

institutions have been created in Central America; the Instituto de

Fomento Nacional in Nicaragua and, just recently, the Institubo

Salvadorefic de Fomento de la Produccidn in Bl Salwvador.
The oldest of these institutions is the Banco Nacional dé Costa

Rica, a Government agency which has been giving industrial credit through
its industrial section created in 1948 on a moderate scale,‘mainly for
the purchase of machinery, tools and raw materials and, to a lesser
extent, for the construction of industrial buildings.

The Consejo Nacional de la Produccidn, founded in 1944, also

operates in El Salvador. In 1948, it underwent a substantial transform-
ation, being converted into an independent body. Its main duties

include the co-ordination of the . activities of the Ministries represented
in it and of State banks, in order to promote industrial and agricultural
production within the framework of national economic development; the
examination and co-ordination of the basic annual work programnes of

its member organizations; the provision of storage facilities for
comnodities; the establishment of minimum price scales for basic consumer
goods, raw materials and other products which it controls, and the
financing, wholly or in part, of specific projects included in the

annual programmes of the Ministries represented in it. Its activities
have had far-reaching effects on agriculture, particularly with respect
to the purchase of products, for which the minimum prices are fixed in":
advance. - Although its terms of reference cover industrial development

it has hardly touched this field. At present, however, some organ-
izational and operational reforms are apparently under consideration.

The Institutc de Fomento de la Produccidén (INFOP) of Guatemala =~
was created in 1948 and started to operate in the early months of the
following year with a capital of 6.5 million quetzals (6.5 million e
dollars), all of it contributed by the Government. In accordance with =~

its statutes a basic plan was first prepared defining its objectives

/as follows:
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as follows: (a) expansion of production of staple focdstuffs as part
of the campaign against the high cost of living; (b) introduction of
modern techniques in existing industries to reduce production costs;
(c) promotion of export industries which offer favourable prospects
and establishment of new industries; (d) reduction in the volume of
some categories of imports which can be economically replaced by home
products; (e) incorporation of unutilized resources in the domestic
economy; (f) extension of easier credit facilities to small borrowers;
and (g) initiation of surveys and adoption of prelimimary measures to
raise the standard of living. |

Although in practice the INFOP has participated in the
establishment and operation of a number of industrial énterpfises,
it has concentrated on agricultural and livestock research and the
provision'ﬁf financial facilities. It extends short- and medium~term
loans o sméll—'or mediumwscalé producers, classified according to
their annual income.

In 1950, the Banco Nacional de Fomento was founded in Honduras as

an independent State organization with an initial capital of 1.5

million lempiras (750,000 dollars), its main objective being agricultural
and livestock development and small-scale rural credit and the promotion
of activities indispensable for the economic development of the country.
It works practically by itself and, unlike similar institutions elsewhere
in Central America, its activities are not supplemented by those of

other organizations. It is the only agenéy in the credit sector which
deals almost exclusively with agricultural and livestock requirements,
and it is also the only agency concerned with the execution of direct
development projects on a permanent basis. Industrial loans have
represented a small portion of the total credit extended and fall

outside the institution's main field of activity.

The Institutc de Fomento Nacional was created in Nicaragua in

1953. It is an independent institute with a capital of 50 million
cordobas (7.1 million dollars) which the State must contribute in cash
between 1952/53 and 1961/62. Its main duties consist of rendering

/technical assistance
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technical assistance to all branches ofjproduction; promoting agri~
cultural production and diversification; encouraging the creation and
development of industrial enterprises; encouraging capital formation
and private enterprise; and, in general, expanding, diversifying and
rationalizing domestic production in all its aspects.

Finally, in September 1955, the Salvadorian Legislative Assembly

promul gated an Act creating the Institubto Salvadorefic de Fomentoc de la

Produccién (INSAFOP), with an initial capital of 3.5 million colones

(1.8 million dollars). Its terms of reference include the following:
expansion, diversification and rationalization of production; improvement
of existing national distribution systems; promoting economic activities
designed to facilitate permanent employment; and, in general, serving as
the active instrument of the State in executing and financing national
plans to foster El Salvador's economic development and raising its
standard of living.

In order to achieve these objectives, the. Institute will adhere to
five-year development plans and annual work programmes. The five-year
plans will lay down as specifically as possible the work to be accomplished
and the general objedtives to be pursued during the following five-year
period. . Each work programme, will contain the specific programme which,
according to the five-year plan in force, has to be executed during the
subsequent year, and will list the projects and activities to be financed
within the year. Moreover, the Institute's plans will be based on the
characteristics of the national economy and on the requirements of most -
of the population.  They will be consistent with .the principles of
economic integration and the relevant agreements sizned by the Central
American countries.lg/

| Apart from these general development agencies, there are two other
autonomous bodies in Central America dealing with the development of

power production and related activities: the Instituto Costarricense

12/ See Ley de Creacidn del Instituto Salvadorefio de Fomento de la
Produccién, Decree N° 1939, Diario Oficial N° 193, volume 169,
20 October 1955. '
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de Electricidad and the Comisidn Ejecutiva Hidroeléctrica del Rio

Lempa, the latter in El Salvador.
The purpose of the Instituto Costarricense de Electricidad (ICE),

founded in 1948, is to utilize and co-ordinate energy-producing sources,
particularly hydro-electric resources. It is an independent public
body with its own capital consisting of 3 million colcnes (450,900
dollars) floated in bonds, the tax yield from match ﬁroduction and the
hydraulic resources set aside as national reserves. The ICE was
conceived as a national electrification organization and, although it
has undertaken some surveys with this objective in view and some
important hydro-electric projects,‘for instance at La Garita on the
Ric Grande, it has had to devote much of its effort to remedying the
immediate shortage of energy affecting the central zone of the country.
Another development organization in a specific field, the Comisidn

Ejecutiva del Ric Lempa, was established in El Salvador in 1948

to study the possibility of harnessing the river Lempa in order
to reduce the shortage of energy then prevailing in the central zone of

the country and to satisfy the requirements of growing consumption in
the near future. When the project proved to be advisable, the Comisidn
proceeded to negotiate for a 14,545,000 dollar lcan to cover dollar
expenditure, and to float an internal bond to cover expenses in national
currency.

Other specialized organizations exist in Central America, such as

the Instituto de Abastecimiento de Cereales de E1 Salvador, the Comisidrn

de Estudio del Puerto de Acajutla, and the Departamento de Electrificacidn

Nacional de Guatemala, and the Institutos de la Vivienda, in Guatemala,
El Salvador and Costa Rica.

Although most Central American development agencies were established

without taking into account regional economic integration, in the case of
El Salvador, as shown above, the statutes of the INSAFOP specify that
development plans must be in harmony with the principles and agreements
relating to Central American economic integration. Thus this ﬁationaL_
development plan is conceived within the wider framework of the regional
integration programmes.

/5. Finaneial
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5. Financial resources

Thanks to improved foreign trade ~ particularly with respect to export
prices ~ Central America's financial resources have increased almost
uninterruptedly since 1952. The improvement is specially noteworthy
in respect of monetary reserves and the fiscal situation. Moreover,
in specific cases, foreign loans and assistance have supplemented
domestic resources and have contributed to the execution of important
development projects.

By the end of 1951 the monetary reserves of the five countries
totalled 119 million dollars, which was about 20 per cent above the
post~war lewvel. From 1952 to 1954, a still higher level was maintained,
ranging from 140 million during the year-end seasonal low to 170-180
million during the peak months of March to June. In 1954 the reserves
decreased slightly, particularly in Guatemala, but the losses were made
up during the two subsequent years, and Central America's aggregate
monetary reserves stood at 190 million dollars at the end of June 1955
and at 195 million in June 1956. In addition to these official reserves,
short-term assets abroad amounted to 109 million dollars in the late
months of 1955, as against 100 million at the close of 1952 and 113
million at the close of 1953. '

The expansion of foreign trade, together with some fiscal reforms
- especlally changes in or the introduction of income taxes and of experd
duties as well as agreements with foreign concessionaires -~ have led to
considerable increments in the tax income of the Central A&erican
Governments. Despite the price increases observable between 1952 and 1954,
the increments are real and by no means negligible insofar as their impact
on aevelopment programmes and the possibility of helping to finance the
area’s ecornomic integration projects are concerned.

Thus, tax yields in Nicaragua, including exchange surcharges, rose
from 100.5 to 160.7 million cordobas between 1950/5)1 and 1953/5i. The
Central Govermnment's expenditure expanded from 97.8 to 160.2 million in

the same interval; of the latter amount, 32.6 per cent was earmarked for

/public works
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public works and other development projects.li/ _

In Costa Rica, fiscal income rose from 169.0 million colones in
1952 to 222.6 million in 1954, and to an estimated 300 million in
1955. Expenditure increased in the same proportion and, in 1954, 26.8
per cent was allocated to public works and developmeni projects.

A similarlsituation was recorded in El Salvador, tax income
rising from 116.1 million colones in 1952 to 156.9 million in 1954,
while public expenditure grew from 147.6 to 163.5 million. The latter
amount was budgeted for 1954, with public works and development
activities accounting for 35.2 per cent of the total.

In Guatemala, where tax reforms were less extensive in the period
1951/52 to 1953/54 and where the economic situation was affected by other
factors, fiscal income increased from 50.3 to only 61.1 million quetzals,
while expenses mounted from 58.7 to 78.1 miilion.

The improvement was also leés marked in Honduras: from 38.6‘million
lempiras in 1951/52 to 42.9 million in 1953/54, while, during the same
period, public expenditure rose from 40.6 to 56.3 million, 37.6 per cent
of the latter figure being spent on public works and development pro jeets.

Up to 1952 the International Bank for Reconstruction and Dewvelopment
had lent El1 Salvador and Nicaragua a total of 16.8 million dollars.

Since that year, the Bank's volume of transactions has expanded, and
aggregate loans to Central America stood.at 6L million dollars in
Docember 1955, of which 2k million went to E1 Salvador (for hydro-
electric works and roads), 18 million to Nicaragua (for roads, siles,
electricity development, agricultural. machinery and agricultural and
indﬁétrial development), a further 18 million to Guatemala (for roads)
and 4 million to Honduras. Guatemala alsc obtained 14 million dollars
from the United States Government in 1954 and 1955 to finance road-

building and to pay for some emergency food imports. The International

__/ These and the following data were compiled by the secretariat from .
official sources. For complete details, see Politica tributaria
¥ desarrollo econdmico en Centroamérica (E/CN.12/CCE/66) prepared
by the ECLA secretariat and the Fiscal Branch of the United Nations
Bureau of Zconomic Affairs.
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Bank has announced its intention of negotiating with Costa Rica for the
financing of an agricultural and industrial credit programme and is
considering other projects in Guatemaia, Honduras and Nicaragua.

The foregoing shows that both private savings and the Governments'
economic capacity have evolved favoﬁrably for the execution of economic
development and integration plans in Central Anerica. Tt should be
remembered, however, that this imprpvemeﬁt has been partly1due to boom
export prices which by 1955 had already fallen off and for which the
prospects are uncertain. This trend towards a deterioration of export
prices and the térms of trade, which started in 1955, reappeared in 1956

and has already affected the lewvel of fiscal income in some countries.

6. Inter-Central American trade

In 1952 aggregate trade among'the Central American countries was valued
at 10.3 million dollars, or 3.1 per cent of these countries' total
exports. 'In 1953, a 10 per c¢ent increase was registered, raising the
value to 11.3 million dellars, while the same proportion within the total
was maintained. A maximum of 13.6 million dollars was recorded in 1954
which was equivalent to 3.3 pef cent of total exports. In 1955 the
export trade among the Central American countries was maintained at a
high level with a value of 12.6 million dollars. A major part of the
increment observable since 1952 can be attributed to the scheduled
commodities listed in the free trade agreements concluded between El
Salvador and the other countries, as well as to the gradual elimination
‘of some restrictions previously affecting specific commodities.l&/

More or less well~defined trends are discernable in inter-Central
American trade. Until 1954, E1 Salvador was the only net importer in
the area; its trade deficits amounted to 2.8, 3.6, 3.5 and 3.0 miilion
dollars in 1952, 1953, 1954 and 1955 respectively. In fact, El Salvador

14/ With regard to inter-Central-American trade in the periods 1934-38

. and 1946-52, see Andlisis y perspectivas del comercio intercentro-
americano (E/Cl.12/CCE/10). The general results of the inter—
Central-American free trade agreements are studied in Politica
comercial y libre comercio en Centroamérica (E/Ci.12/CCE/11, chapter
V, sections 5 and 6).
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is responsible for 60 per cent of intra-regional imports as against
less than 30 per cent of intra-regional exports. In 1955 its imports
from Central America accounted for & per cent of its aggregate imporis
in comparison with 9 per cent in 1954, 7 per cent in 1952 and 4 per cent
in 1946/51. El Salvador increased its imports, both in 1953 and in 1954
from each of the other Central American countries. On the other hand,
its exports, although less than its imports, doubled between 1952 and
1954. These trends changed to some extent in 1955. El Salvador's
imports from other Central American countries decreased by more than
800,000 dollars, while its éxports dropped by 300,000 dollars only.
Honduras ranks first among intra-regional net exporters, its main
market being El Salvador. Honduras' trade surplus has tended to increase.
Costa Rica's and Guatemala's trade surpluses ‘have also tended to rise
although on a smaller scale. Only Nicaragua's trade balance has shown
a downward turn and by 1955 a 540,000 dollar deficit was registered,
mainly in its tradé account with E1 Salvador.
In 1952, foodstuffs and agricultural raw materials accounted for
80 per cent and manufactures for lO.per cent of inter-Central American
trade. As can be inferred from the previous data, such proportions are
largely determined by El Salvador's food requirements (cattle and maize
from Nicaragua and Honduras) as well as by its purchases of raw materials
(hides from Honduras and Nicaragua and lumber from Guatemala and Honduras).
Thereﬂare some interesting developments with regard to other
commodities. For éxample, El Salvador's exports of footwear have increased
considerably. Nicaragua bought 13,000 dollars' worth of Salvadorean
footwear in 1952 and 2C0,000 dollars' worth in 1954, ousting Honduras,
whose imports from El Salvador rose from 49,000 to 73,000 dollars
during the same period, from its traditional place in the market.
Iriter-Central American trade in edible vegetable oils expanded
frqm 109,000 dollars in 1952 to 182,000 dollars in 1953 and 431,000
dollars in 1954. EL Salvador alone exported 405,000 dollars' worth
of such oils in 1954, replacing products previously supplied from extra-

regional sources.
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Intra-regional exports of fresh fruit increased from 193,800
dollars in 1952 to 236,800 dollars in 1953 and 717,00C in 1954, mairly
from Guatemala to E1l Salvador. The latter country doubled its purchases
of fresh fruit from Central America between 1952 and 1954.

The entry into force of the free trade agreement between Costa
Rica and El 3alvador opered a market for Costa Rican manufactures and
a growing trade in industrial products has also been observable lately
between llonduras and El1 Salvador and between the latter country and
Guatemala.

The general trend is towards an increase in the number of
commodities exchanged in inter-Central American trade, and industrial
products which had never before crossed national borders now flow from
one country to the other. The trend will undoubtedly become more
marked when overland communications gradually improve.

Although the over-all volume of trade is still modest, its
development does show that the five Central American countries are

becoming more interdependent and economically integrated.
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Chapter: IV -
BALANCE BETWEEN DIFFERENT KINDS OF PROJECTS

1. Producticn projects and;institutional projects

When the integration programme was reviewsd at the extraordinary session,
held at San Saivador, emphasis was 1aid on the need to maintain a proper
balance between institutional projecﬁs and directly productive, or
production, projects.é/ '

The question of a proper balance is, in essence, a question of
order, timing and expediency in the execution of both kinds of projects.
Admittedly both have to be, and have been, included in the programme,
but the time and intensity of implementation may vary in the interest
of maintaining a reasonable balance at all times. The relative advantages
and disadvantages of giving precedence to one kind of project over the
other should be carefully weighed before determining the sequence of
development.

In the case of an individual country, the sequence of economic
growth may consist, as it has in many instances, in first laying down
an industrial basis or structure and developing it to a predetermined
level before embarking on long-term institutional projects, which benefit
production indirectly through the services they provide but which are
not - and are not meant to be - directly productive. On the other hand
when it is not a question of an isolated country but of a group of
countries which would profit Jointly from an institutional project, or
in cases where an attempt is made not to follow the natural sequence but
to modify it by introducing changes in the economic structure, which,
even though they would certainly occur in the future, it is expedient
to precipitate as a means of accelerating the rate of growth, the
natural sequence in the develomment of various types of projects may
be altered within certain limits. In this context, several considerations

must be taken into account.

1/ See resolution 8 (CCE).
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First, some of the projects indispensable for Central America's
ecoriomic development cannoi be exeéuted until a series of chemical and
industrial surveys, laboratory tests and analyses have been completed.
To date, such work has always been done in other areas and the high
cost and difficult negotiations involved have by themselves constituted
powerful obstacles to the execution of the projects. lMoreover when
private enterprises are individually unable to undertake large-scale
projects in the field of research or in other sectors indispensable for
development, and even individual countries cannot afford to set up
laboratories and other research facilities, such activities should be
gradually incorporated in an integration programme.

Secondly, and from a broader point of view, industry requires
certain services which cannot be provided economically except on a
relatively large scale. As is shown in chapter V, where some additiocnal
integration possibilities are discussed, each project has specific
requirements as to capital, labour, raw materials and markets which
are sometimes available in the area. The degree to which the area can
supply them is an important guide to the future success of each individual
plant. But apart from such reguirements, there are cothers of a more
general nature which affect almost all industrial projects. The
economics of the manufacturing process consists essentially in the
execution of a series of operations which are only a part - sometimes
a minor one at that - of the whole production process, which ranges
from the utilization of raw materials to the multiple operations of
final distribution. Industrial development therefore implies the
existence of a long chain of basic services, the efficiency of which
affects costs in much the same way as does the internal efficiency of
the plant.

The principal requirements, without which industrial operations
tend to be inefficient and expensive, are transport and communications,
energy, continuous information on natural resources and facilities for
technological and applied research, as well as industrial technical

training to prepare the specialized and skilled personnel required by

/the development
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the development process. In point of fact, the savings derived from
the free access to these common sérvices may be greater, for some
projects, than those forthcoming from impfovements in the plant itself.

Transport, for instance, affords a good illustration of how these
not directly productive sectors influence the operation of industrial
plants. The inadequacy and high cost of transport in Central America
have encouraged the development of inefficient plants to supply purely
local markets and have also restricted the possibilities of competition
within the area. Any expansion of transport systems or reduction in
rates would lead to the merger of market sectors which are at present:
isolated and would thus_epable plants to operate on a larger scale and,
presumably, at lower bresk-even points, which is particularly important
for capital-intensive industries. Furthermore, the small size of the
Central American markets and the water-tight compartments into which they
are divided have led to two results: either small industries are )
established, of uneconomic size but commensurate with the demands of the
market, or plants are set up which are of an excessive size in relation
to market requiremenfs and which utilize a low percentage of their
installed capacity. Both situations, especially the latter, have a
most unfavourable impact on productivity, particularly on that of
capital, the one factor which should be used as economically as possible.
This means that investment in projects which are not directly productive
leads to savings in other sectors which cancel out the amount of original
investment sometimes over a short period. '

The initiation and existence of not directly productive projects
are undoubtedly dependent on, and warranted by, the establishment of new
industries or productive projects which make use of their services, and
their utilization by existing industrial plants or sectors. The
utilization of the services provided by institutional projects should
bear some relation to the amount of investment and, though'it would be
difficult to compute in practice, it is easy to ¢onceive that there
must be an ideal proportion between investment and the value of services
which ensures the most efficient utilization of institutional projects;
enabling an appraisal to be made, from some points of view, of the

/relative advantages
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relative advantages of institutional versus nonwinstitutionél projects.
Apart from these purely economic considerations, there are other

factors which make it expedient to giwve proper importance‘to production
projects in an integration programme,  Excessive insistence on
institutional projects might make the programme seem less vigorous

and practical in the eyes of the public. Hence, toth kinds of projects
were taken into account from the very first appraisal of potential fields
for integrated development, with due regard to what seemed to be at the
tiﬁe a proper balance ﬂetween them.

In fact, of the sectors which were considered at the Tirst session
at Tegucigalpa as suitable for integrated action by the five Governments,
eight were directly productive projects and the rest were of an
institutional character. During the integration programme's short
period of existence, achievements in the institutional sector have been
greater than in directly productive activities, mainly because the
latter, when undertszken on a large scale, require a technical and
economic groundwork which can only be laid after time-consuming surveys,
while the techniques for the former were already available and could be
applied to Central America with little delay.

This circumstance which, together with the initial shortage of
services in basic sectors, is the main factor determining the present
status of the programme insofar as the proportion between productive
and institutional projects is concerned, could also be of some
significance in the future if the programme were focussed on_iong—term-
productive projects, and could thus retard the irmediste and tangible
results which are indispensable, for many reasons, for the success of the
programme. In order, therefore, to stpike a proper balance between the
existing institutional structure - or the structure which it may be
necessary to create in future - and specific production nlants and
projects, a series of industrial possibilities are discussed in chapter
V of the present report, including small-scale projects which could be
executed over the short term if conditions were fawvourable.

The proportion between both kinds of projects cannot be subjected

/to quantitative
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to quantitative analysis or assessed with precision. It is rather
a question of common sense and experience, and the proportion may be
established periodically according to changing conditions in the area.
Apart from the foregoing considerations - based on limited economic
experience and on theoretical generalizations which should be amplified
and completed in practice in relation to the individual conditions of
each project - two important criteria are useful for determining the
proportion between the projects: (a) the maturation period of investment
and (b) the volume of financial requirements. -
Institutional projects tend to produce results over the long term
and to require considerable investment. 1If they are not co-ordinated
with directly productive projects, usually with a relatively shorter
pericd between investment and production, the means for financing
production projects may becomee scarce. The possible posiponement of
the latter would in turn prolong the time required for the indirect
recovery of the capital invested in institutional projects, and might
delay, perhaps for many years, the period when these projects begin to
yield adequate benefits, or, in Sthér words, when a reasonable proportion
is established between the value of the services rendered to the economy
in general and the sums invested in them. The latter relationship may
be called "rotation of invested capital in institutional projects'.
Given the actual scarcity of institutional projects, however, consider-
ation should be given to the fact that, so long as Central America's
structural economic conditions remain unchsnged, intensive use will
probably be made of these services and some of them will be absorbed
by the economy %o the extent that they are available.

2. Large or medium-scale industrial projects and small projects

The previous considerations inter alia lead to the conclusion that an
economic integration programme must include a given number of small
projects. Apart from the relative advantage that they can be easily
installed and that they require little capital, because of their size
small projects generally fall in the category of so-called "mobile"

/industries, i.e.
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industries, i.e. those which can operate with about ths same economy
whatever their locality. This is a fact that must be borne in mind.

7 From the very outset, the economic‘integration programme was
conceived as a programme of integration and reciprocity. If the
programme is viewed over a large number of years, it would seem that
each country will provide favourable conditions for the establishment
of different kinds of projects and that, in the long.run, the objective
of reciprocity will necessarily be fulfilled. It seems highly desirable,
however, that reciprocity should be gradually established as soon as
specific industrial projects afe initiated, and in this respect small
industrial projects could play a major role. Since the programme will
include industries in which the site will represent an important factor -
because local costs vary widely depending on the availability of raw
materials, energy and markets, and since in such cases there is only a
narrow margin for the selection of sites, the existence of a certain
nunber of small projects which allow for greater flexibility in the
choice of site may help to minimize disequilibria as between individual’
countries and to promote reciprocity.

Purthermore, in industries which require a large scale of
- production in order to operate eccnomically, the project must either be
on a large scale or there can be no project at all. Although mbdern
technology allows for a certain margin of tolerance in the scale without
any appreciable effect on costs, certain industrial processes have to
be carried out on a large scale. For this kind of project even ﬁhe
regional market as a whole may prove inadequate to warrant the operation
of a plant of economic size. In that case, it will be necessary to count
partly on foreign markets as an outlet for production in excess of regional
requirements.

If for one of these large-scale projects, aimed partly at the export
market, raw materials are plentiful and chesp and constitute an important
cost factor, or if economic hydro-elegtric power is available for '
industries with a high ratio between energy costs and total costs, or if

the region provides any other advantage which will result in lower costs

/and good
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and good export prospects, the industry might be established in the -
region and might also be valuable for integration purpcses. There is,“
however, one proviso: the total future available market must be provortion-
ate not only to the development of the countries in which the plant is-
installed, but also to the future conditions of supply and demand in the
importing countries. For this reason one of the basic requirements for
this type of industry is a careful evaluation of the future available
market, including forecasts for a long period ahead, necessarily longer
than when the projects are aimed at the domestic market. In the latter
case, some of the errors or defects of projection deriving from the
short-term nature of the forecast are compensated by the normal growth
of the market. ' '

The previous considerations refer to what might be called the
absolute size of the projects, measured in terms of capital, number of
employees or any other adequate factors. Another relatiive factor
limiting the size of the projéct is important in determining whether a -
manufacturing project should or should not be included in an integration
programme. The size of plant is, like most if not-all economic problems,
a relative matter, and in this case should be measured in relation teo
the markets. In order that a project should be included in the programme,
though its scale of operations may be small in absclute terms, it must be
large in relation to the individual markeis of the countries concerned.
One of the main objectives of integration is the establishment of’
industries which cannot operate on the basis of 'national markets alone '
but must have multi-national outlets. Consequently, economic integration
should exclude projects which are small, not only in terms of capital,
workers, ete., but also with respect to national markets, i.e. those ’
for which the market of an individual country can support one or more
industrial plants.

Tt should be noted that some branches of industry with
plants that are small in relation to the abscorption capacity of the
national markets which now exist in the five Central American countries

provide favourable prospects for integrated efforts, from the point of -

/view of
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view of specialization. Industries which manufacture a W1de range. of .

products -~ for instance, textiles and footwear - and whose productlon

does not exceed the limits of a national market, somet;mes‘prodqu

articles for which the economic scale of production exteeds the
absorption capacity of the market. _In such cases, the pooling of

" pational markets and regional specialization might enable the industries

to operate on a larger scale and at lowar costs for each product, if
production is distributed among speclallzed factories throughout the

| region. In view of these considerations, the 1n1t1alAprogrammewadoptgd

at Tegucigalpa included the textile and'footwear induétrigs ag suitable

for integration. i

The arguments advanced refer to a possible choice among branches .
of industry with varying sizes of plant. But frequently it is necessary
to make a second choice. Even in the larger branches of industry,
technical and processing factors are not so riéid that they have to
operate at a given capacity, and there is sufficient flexibility for a -
choice to be made between factories with rélatively greater or lesser
capacity according to the conditions of the market for the product and
of the capital market.

It is common knowledge that the risk factor, the possibilities of
sharp fluctuations and any other uncertainty affecting the security of
investment, as well as scarcity of capital or lack of experience in a
given industrial process, tend to reduce the size of the plant below the
economic optimum warranted by the specific conditions of the region in
which it is established. The net result is usually higher costs vroportion-
al to the reduction in size; these higher costs are considered a necessary
premium to ensure security and diversificatioh of investment or other -
additional requirements in respect of capital, techniques, etc.

" Yet these arguments should not be carried too far. In basic
industries which serve other industrial branches affected by the cost -
of the former, the final cost effect resulfing from insufficient size'"
may be greater than the cost increment originally estimated as reasénable

for the purpose of reducing the risks to investment or for any other.. .

/purpose of
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purpose of capital economy. In these types of projects considerations
of efficiency, duly adjusted to regional circumstances, are in the
last instance the most important.

Decisions as to the size of plant are also affected by other
considerations deriving from the amount of funds available for financing.
The development of small or medium-sized projects on the basis of a
specific level of financing could ge further and cover a greater number
of sectora than is possible in the case of large projects. Nevertheless,
available financing is not a set sum; it varies according to'the
anticipated yield of investment. Therefore although considerations of
size should be taken into account, it is more important to ensure as
far as possible that the projects of the integration programme, whatever

their size, should be economic and profitable.

3. 8hort and long-term projects

The list of possible activities included in the'integration programme
adopted at Tegucigalpa, as well as the additional possibilities analysed
in the present report and at the Managua session,g/ cover various kinds
of projects: (a) projects which may be undertaken almost as soon as they
are approved and which can be executed and start overating within a very
brief period; (b) others requiring preliminary surveys which may take
some time, and {¢) those which, by the very nature of the processes
'”involved, are long-term projects in which there is a long gap between
the date of initial investment and the date of production, in other .
* words projects which take a long time to mature.
~These various types of projects require financial resources and
create a demand for foreign currency which varies according to the size
of each and the proportion spent on imported machinery, equipment an&
services. They also cause a secondarj demand for foreign currency in
the form of imperts. Irrespective of. the relative advantages of each
prbject, which must be appraised on their indivicdual merits, the
~financial consequences and the demand for foreign exchange of each

2/ See resolution 27 (CCE). _
/should be
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should be given consideration. During the extraordinary session at
San Salvador, this was one of the points which was given greatest
emphasis as worthy of study. ' :

In view of the different financial consequences of short and
long~term projects, it is worthwhile to plan their execution in such
a way that the programme as a whole can be implemented with a volume of
investment fixed at a practical level and so that the projects yield
the maximum continuous gain. Projects which.take long to install
usually recquire considerable investment, which can only be recovered
over the long term. Conversely, short-term projects generally require
less financing, and investment yields a return within a shorter period.

If for any reason the industrial achievements stage of the
programme includes long-term projects only, financial and exchange
requirements could become excessive over many years. If, on the other
hand, the programme should be focussed mainly on short-term projects,
earnings would accrue in a briefer interval and less capital would be
needed, but no provision would be made for projects fundamental to the
region's economy and possibly also to new or existing industries. It
is therefore necessary to strike a balance between both types of projects
so that long-term and short-term projects may be carried out simulta-
neously, the earnings from the latter offsetting and covering part of

the formers' financial requirements during the investment period.

{. Some further concepts

As has been explained elsewhere in this report, integration need not
necessarily be carried out by installing new industries ahd can be
effected by the expansion or specialization of existing plants. The
main requiéite in this case is, first, that such expansion should not
merely be quantitative, but should also involve an improvement in
techniques and changes in cost curves which it would hot be possible to
effect on a national scale, and, secondly, that specialization should be
multi-national, that is, that specialization in one industrial branch of

country A for the production of a specific range of commodities to be

/s0ld in
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seld-in the Central American market must be supplemented by
specialization in one or several other countries, which will produce
the remaining items, supplying the Central American market, country
A included. _

Nor is it absolutely necessary, in the case of new industries,
that integration should involve the establishment of a single plant to
supply the whole Central American market. The availability of raw
materials, energy and, particularly, transport fgcilities'may make it
advisable to establish two or more plants, even when the region is
considered as an economic whole, in order to meet the requirements of
different multi-national market areas or to produce different varieties
of commodities. Sdéme of the industries discussed in chapter V seem
to invelve such possibilities. Most of them need a sizeable proportion
of imported raw materials and the influence which this fact may have on
the feasibility and attractiveness of the project should be examined.

The availability of raw materials supplies in the vicinity of the
plant is a great advﬁntage when the industry in qusstion uses several
tons of raw materials to produce one ton of finished goods or when, for |
any other reason, the cost of transportinglraw materials accounts for a
major share of aggregate production costs. 1In such cases, the
enterprise must be situated near the source of raw materials. Conversely,
when the amount of raw materials is relatively small in comparison with
the amount of finished products, or when the transport costs are
proportionately low in'comparison with total costs, or, as is the case
of petroleum derivatives, when the cost of transporting raw materials
is about the same as freight charges for the finished prodict, the
nearness of raw material sources is only a minor advantage and the
industry may be situated wherever other sipnificant factors affecting
costs are favourable. '

There may be some economic justification, therefore, in establishing
industries on the basis of imported raw materials, partidularly when the
product-capital ratio (or capital productivity) is high or when the

value added by manufacturing accounts for a substantial proportion of

/the final
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the final value of the product. For example, in labour-intensive
industries total costs may be less affected by the relative expensiveness
of raw materials than by the relative cheapness of labour and this

would constitute a comparative advantage..

On the contrary, if domestic raw materials are available ard
industry utilizes a high proportion of capital, little labour or a
high kKith/product coefficient (when energy is in short supply or
expensive), the relative disadvantages of these factors may offset
the advantage of having raw materials close by, and mey thus raise
costs and result in economicallj unfavourable operational conditions,

This does not detract from the importance of regional sources of
raw materials. In the first place, other conditions being equal, the
utilization of domestic raw materials in a project will have a better
effect on employment, produﬁtion and income than if the project is
- based on imported raw materials. Secondly, the use of domestic raw
materials gradually leads to a better knowledge of naftural resources.
But the compasrative disadvantage of working with imported raw materials
may be greater or less and may be amply compensated by the existence of

favourable conditions with respect to other factors.

/Chapter V
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Chapter V¥
© FURTHER POSSIBILITIES OF INDUSTRIAL INTEGRATION

1. Preliminary considerations

In the previous chapter an analysis was made of the general considerations
which may or may not justify the establishment of a new industry or the
expansion of an existing industry within the framework of regiohal
economic integration in Central America. Although there are many
industries which can operate on a very small scale and to supply local
markets exclusively, others require minimum marketing possibilities
larger than those provided by any single Centrdl American country. If
such an induétry is established with too small a market basé, it must
operate with idle capacity or inefficiently. By raising costs this
may lead to excessive and parmﬁnent fiscal or tariff protection. If
the same kind of industry is established under these conditions in more
than one Central American country, the over-all econcmy of the region
is still more seriously affected and resources are wested.

In selecting a series of industries which could be established
according to the principles of Central American economic integration, in
addition to those considered by the Committee, two fundamental problems
arise: (a) the lack of adequate knowledge about Central America's
natural and technical resources, and {b) the unreliability of any
estimates of future consumption, which will depend not only on over-all
factors ~ rate of growth of national income, income distribution, foreign
trade prospects, etc. ~ but also on the degree to which the five countries
maintain the co-operation required by the integration programme, develop
their power and transport systems simultaneously and in co-ordination,
and undertake a more or less standard trade and tariff policy. The
following additional c¢riteria also have a bearing: capital investment;
value added; inter-industrial complementarity; availability of skilled
personnel and resolute entrepreneurs; savings in foreign currency spent
on imports, ete. All these aspects have to be combined with discretion,

In view of all these factors, ten industrial branches, in addition

/to those
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to those considered by the Committee, have been selected which seem
to be suitable for inclusion in the economic integration programme for
Central America. They are the following:

Petroleun refining
Tyres, inner tubes and other rubber products
(tlass containers
Biological drugs and ampoules
Printers' ink and allied products
Welded tubing
Fisheries
Fertilizers and sulphuric acid
Insecticides and fungicides
~ Paints and varnishes

2. Petroleum refining

(4) Present consumption .

Consumption of petrbiéum derivatives has increased steadily in
Central Amevrica over the past 20 years. This is natural in areas in
process of development and 1is due to the growth of rnational income,
greater mechanization and electtrification, expansion of transport
networks and,.in short, to the economic development process itself.

Total consumption of petroleum derlvatlves in Central Anerica stood at
779,400 tons in 1954 (see table 1), Valued at more than 24 mllllon dollars.
The annual average for the eight-year period 1947-1954 was 674,000 tons,
which is equivalent to a daily consumption of 1,845 tons. Such a volume,
the production of which requires 2,000 daily tons of crude petroleum

under normal operating conditicns, is encugh for the economic operation

of a petroleum refinery. Furthermore, assuming the broportion represented
by petroleum refining in the aggregate cost of undistributed refined
products to be about 20 per cent,l/ it may be concluded that Central
America's gross product could have increased by almost 5 million dollars
in 1954, much of which could have been saved.in terms of the balance of

payments, if refining had been done locally.

1/ The United States Statistical Abstract for 1952 shows that, in 1947,
there was a difference of 22.5 per cent between the value of refined
preducts and the cost of the materials, fuels, electricity and other
elements used in petroleum refining. B

/Since at
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Since at present Central America neither produces nor refines
petroleum, consumption approximately equals imports. Imports have
grown from 275,000 tons in 1937 to 779,400 tons in 1954, that is, by
183 per cent. During the period for which more complete statistics
are available, namely 1947-1954, consumption increased by 58 per cent
or at an annual average rate of about 6 per cent (see table 1.) 2/

Table 1
CENTRAL AMERICA: IMPORTS OF PETROLEUM DERIVATIVES

Average
annual
Products percentage
increase
1947 1948 1949 1950 1951 1952 1953 1954 1gs; -1g,m/
(Thousands of tons)
Petrol and 87.3 122,3 127.4 142.8 155,4 1S4.4 207.0 231.4 14,1
benzine
Kerosene 15,1 18,8 18,8 24,6 29,2 33,3 40,8 - 46,5 17.6
Diesel and , _ _ .
fuel oil - 376,1 470.,2 446,9 499.0 480.8 L439,5 L6L,3 462,8 1.8
Lubricating oils
and greases 9.8 11,4 2,0 15,0 17,3 13,0 21,8 25,6 10,2
Asphalt 4,6 5.7 5.5 17.4 - 5.9 12,2 14.9 13.1 17.4
Total h92.9l 628,4L 622,6 698,8 688,6 72Z.L 758.8 779.4 5.6
- (Thousarids of dollars)
Petrol and ‘ 16.2
benzine 3.24 5,13 5,54 6,49 7.92 8,77 8.86 10,65 ‘
Kerosene ‘ 0,53 0,92 0,74 0,90 1,00 1,19 1,45 1,65 14,1
Diegel and ' '
fuel oil 4.70 8070 6070 607’4 7.91 8092 8.37 8-73 603
Lubricating oils g =
and greases 1,30 1.56 1,59 1.50 2,08 2,07 1.98 2,54 8.7
Asphalt . 0,11 0,22 0,21 0,46 0,19 0,35 0,48 0.54 . 20,5
Total 0.88 16,53 14,78 16,09 19,10 21,30 21,14 24,11 11,0

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics,

a/ . Computed by means of the trend curve.

2/ The statistics for some countries do not include official and military
purchases which will therefore not be considered here.

/Figure I
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Figure I shows imports of petroleum defivatives from 1947 to 1954,
as well as the corresponding curves. A4s may be seen, the highest
average rate of increase was recorded in Nicaragua (15.6 per cent
annually), followed by EL Salvador (14.8), GCosta Rica (8.9) and
Honduras {3.9). Conversely, a slightly negative trend was observable
in Guatemalza (~1.02 per cent), which is perhaps attributable to the
fact that 1951 and 1952 were not revresentatire years because imports
dropped substantially. The figure clearly'reﬁeals that aggregate
Central American consumption follows a rising trend, and that the
rate of growth of consumption outstrips that of the population.:

Figure II shows the rate of growth of apparent consumption in
1947-54 fur selected petroleum derivatives. In comparison with an
annual aver.re2 increment of 5.6 per cent for all petroleum derivatives,
consurption of petrol, which in terms of wolume ranks next to diesel
and fuel oil, grew at a much higher average ammual ratz than either:
14.]. per cent and 1.8 per cént respzelively. The same trend is
obseriible in other areas in process development, and it has substantially
changed the pattern of consumption in Central America. As may be seen
in table 2 and figure III, the proportion represented by petrol imperts
in aggreguie imports of metroleum derivatives rose from 17.5 per cent
in 1547 1 sbout 30 per ceni in 1954, while the proportion of diesel
and fuel cil dropped from 76.3 to 59.4 per cent during the same interval.

Table 2
CENTRAL AMERICA: CONSUMPTION OF PETROLEUM DERIVATIVES
(Percentages)

Products y ' 1947 1954
Petrol 17,5 29,7
Kerosene i 3.8 59
Diesel and fuel oil ‘ . 76,0 59 .4
Lubricants ' | 2,0 3.3
Asphalt ‘ ‘ 0.9 1.7

100,0 100,0

Source: Table 1,

/Kerosene imports
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Kerosene imports are rapidly expanding (at an annual rate of
17.6 per cent)which is probably due to the wider use of this product
by agricultural machinery, in the home etc.

Imports of lubricating oils are growing at an annual rate of
10.2 per cent, while asphalt follows a very rapidly rising trend of
17.4 per cent annually. An examination of figure II will clarify these
fipures further. It may be noted that, while petrol, diesel oil and
kerosene follow a steady curve, the lines for lubricating oils and
asphalt are erratic and do not fully reflect the real situation. In
point of fact, it would be logical for consumpticn of lubricating oils
to increase in proportion to the growing use of internal combustion
engines. Acpiali consumption will always depend on the intensity of
road-building programmes. The most important conclusion to be derived
from the fi;nres is that aggregate consumption of the main petrolsum
derivetives ~ diesel and fuel oil, petrol and kerosenme - which account
for 95 per cent of the total, is growing steadily without marked
fluctiLations. .

The distribution of aggregate imports among the five countries
and the corfesponding percentage variations over the seven-year period
can be seen in figure I. Absolute import figures for 1947 and 1954 are
given in table 3. At the same time that the total volume of imports
expanded by almost €0 per cent during the period in question, the
percentage distribution by countries also changed. The volume of
imports of petroleum products inereased by 16 per cent in Guatemala,
but this country's percentage share of the total fell from 41.4 per
cent in 1947 to 30.4 per cent in 1954, the difference being split mainly
between El Salvador and Nicaragua. Smaller variations were recorded
in Honduras and Costa Rica.

The import pattern by commodities for each country does not differ
appreciably from that shown for Central America as a whole (see table 2)}.
The proportion of petrol imports tends to be greater and that of diesel
and fuel oil correspondingly smaller in El1 Salvador, Costa Rica and

Nicaragua, while Honduras shows a higher percentage of diesel and fuel

Joil and
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0il and a smaller proportion of petrol.

(b) Future consumption and possibility of establishing a Central
" American refinery

As may be inferred from the preceding section, consumption of
petroleumn derivatives is inéreasing rapidly in Central America. It is
important in‘this study to estimate the level t6 be attaired in the near
future. If the construction of oﬁe or more refineries is to be
initiated in 1956, it is reascnable to expect that they will be in
operation by 1960--61, and it will therefore be interesting to know the
probable consumption levels in subsequent years until 1965. For this
purpose two methods of calculation or approximation can be used:

(1) The first consists in a simple extrapolation of the
average annval total consumption rates in Central America recorded in
1937--5, (scw figure IV). This method would give a consumption figure
of 1,190,000 tons in 1960 and 1,660,000 by 1965. On the assumption
that a Centval American refinery will satisfy all but 25 per cent of
requirements,é/ 1.2 million tons should be refined in 1965, which is
equivalent to a daily consumption of 3,300 tons of petroleum derivatives.
Since a refinery normally works 85 per cent of the‘time, or 311 days
a year, it would have to produce 3,900 tons of finished products daily,
that is, it would have to process 4,400 tons crude petfoleum every day.

(1i) A second calculation could be bzsed on the hypothesis
that the consumption trend between 1948 and 1954 alone is representative
and not the period 1937-54 (when there were years of exceptionally high
consumption following periods of great shortage). This calculation
zives a total consumption of 980,000 tons for 1960 ard 1.2 million for
1965 (see figure IV). After deductlng 25 per cent, 300,000 tons are
obtained for 1965 which represents a daily output of 2,900 tons of
. finished products. This would require a daily proc9551ng capacity of
3,200 tons of crude petroleum.

~ According to these two hypotheses, the following estimates for
Central America's consumption of refined petroleum derivatives in 1965

were computed:

2/ As 1s explained below, the 25 per cent not produced by the refinery
may consist in special products and imports of current products for
zones which cannot be supplied conveniently frem the refinery.

/(1) By
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(i) By extrapolating consumption between 1937 and 1954:
1.2 million tons annually, or a daily processing capacity of 4,400
tons of crude petroleum; and
(ii) By extrapolating consumption between 1948 and 1954

only: 900,000 annual tons, or a daily refining capacity of 3,200 tons.

The constmption pattern will probably vary by 1965 along the
lines indicated in table 2, petiol accounting for a larger share of
the total. It is also likely that the percentage distribution of
aggregate consumption among the individual countries will change
according to the rate of development., All such possible changes will
have 1o be vuiry carefully examnined and estimeted. Neverthéiess, whatever
changes have to be introduced-in‘consumptioﬁ estimates in the light of
prospective wariations in composition, it is less likely that consumption
by 1965 will fall to the lower limit, eguivalent to a daily refining
capacity of 7,200 tons, than thét it will-neach a hisher value somewhere
in between that lower level and the peak estimate of 4,400 tons daily.

Tue next aspect to be considered is the feasibility of operating
a Central American petroleum refinery. It has already been noted that,
between 1947 and 1954, a daily average of 1,845 tons of petroleum
derivatives was consumed. In 1954, the daily average rose to 2,130 tons.
According to different estimates, by 1965 consuuption of locally
manufacturced products could range from a maximum of 4,400 tons of
petroleun {crude equivalent) to a minimum of 3,200. Using a mean figure
of 3,800 tons, about 26,600 barrels &/
consumed daily in 1965. 1In 1960, the daily average should stard at

of crude petroleum should be

20,300 barrels. Therefore it is reasonable to assume that a refining

industry supplying 75 per cent of Central Aunerican requirements should

produce 27,000 barrels daily, with a break-ever point above 20,00C barrels.
A refinery situated in an importont market can produce a wide

range of special products (which account for 5 to 10 per cent of total

4/ An average”of 7 barrels per metric ton was assumed, which implies
a specific gravity of 26 degrees API (American Pefroleum Institute).

/production), such
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production), such as high-grade lubricating oils and greases, certain
solvents, etc., which could not be produced economically by a Central
American industry. Such products would have to be imported. It is
also highly likely that some areas in Central America are so situated
in relation to the site of the new refirery that it will be cheaper or
generally easier to import some or all current products instead of
buying them from the refinery. This may be the case particularly for
low-priced products such as diesel and fuel oil which cannot bear high
transport costs. In this study it was therefore assumed that imports
of special ani current products-would represent 25 per cent of total
requivements.

‘roadly speaking, the minimum economic size for a modern refinery
ranges from 5,000 to 10,000 barrels daily, according to conditions.
Consequentl;, the present and future volume of consumption justifies
the eslabliziirent of a refinery which can operate economically.

Before analysing the possibilities of establishing a refinery in
Centra’ America, however, the following question should be asked:
should such an essential industry be based on imported raw materials?
As a general rule when raw materials are bulky ard transport accounts
for a sizeable share of total costs, it is not advisable to go in for
that type o manufacture. Bu: what other alternative is there? The
finiched p.:ducts which have to be imported are almost exactly of the
same volume and tonnage as the raw materials. Some Central American
ports have facilities fdr bulk unloading. In others, petroleum
derivatives are imported in barrels, thus raising transport costs
considerably. |

On the other hand, many‘countries - the United Kinodom, for
instance - have set up a prosperous petrcleum industry on the basis of
imported crude petroleum. But profit margins for refining are so critical
that transport costs for crude petroleum and the sources of supply will
have to be examined with extreme care before any final decision is
reached as to the feasibility of such a project in Central America.

In general Central America's geographic position is favourable
so far as the supply of crude petroleum is concerned. Since the main

/consumption area
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consumption area lies on the Pacific side, California, Colombia and,
to a lesser exient,-Peru would probably become the chief suppliers
because transport might not be very. costly. Colombian petroleum,
although it is shipped from the Atlantic coast, crosses the Panama
canal without paying dues, Venezuela, Mexico and the eastern parts
of the United States could also supply crude petroleum and semi-
finished products, but the first two at present only export from the
Atlantic side while transport costs from the eastern United States
could be prohibitive.

Tt is also true that, in times of war or emergency, the refining
industry may be deprived of its raw materials or be unable to obtain
sufficient quantities, but in such cases the supply of finished products
would also bz curtailed; intpoint of fact, it might ke easier to obtain
crude petroleum from the oil-fields than to purchase finished products
from refineriss carrying a heavy work load. Furthermore, the possibility
of finding oil deposits in Central America should not be overlooked.
Prospecting has begun in several areas of the region and such surveys
would be further stimulated should a refinery be established.

There is one more question in relation to refining prospects. Can
Central American requirements be satisfied from a single source? At
present pe'.coleum derivatives are shipped to the main ports of each
Central Amcrican country and are distributed from there through existing
channels. In many cases, the product is imported in harrels and not in
bulk, A careful examination should be made of distributioﬁ patterns and
costs for finished products. Only a thorough analysis can show whether
one or more refineries adequately sltuated in Central America (an essential
characteristic is nearness to a port)could effect distribution at lower,
higher or the same costs as compafed with the present costs for imported
products. Shipping charges between Central American ports are at present
as high as between them and United States ports, but perhaps the refinery
could make special arrangements. Consideration should also be given to
the possibility of using coastal shipping services or of hiring tarkers.

/The existence
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The existence of one or more regional’refinerieS'would simplify
the storage problems in individual countries, which tend to become more
acute in t'he face of growing consumption. Morsover, under an integrated
plan, many areas which are distant from national porte could be better
supplied from neighbouring countries. But distribution from one or
two central points to a scatteied and poorly comnected market, like
that of Central America, involves difficulties which should not be under-
estimated. This is particularly significant in comnexion with low-
priced prodncts such as fuel oil which leave a minimwa margin of profits
and cannot tcar high transport costs. Hence the possibility of
impor+ing such products from abroad should ke explored with respect to
the consumer centres which are less readily accessiblz to the refinery.

In view of all such considerations, this seems to be the critical
point on whi~zh the decision to establish a refining industry hinges.
The answer it not easy whatever peoint of view is adopted. Only a
detailed study can lay the basis for any conclusion.

lnen the possibility of undertaking some i.adustrial project is -
being investigated, it is necessary to taie into acccunt the character-
istics of the project from the‘point of view of the region's interest.
The main chiracteristics of petroleum refining are: (a) high aggregate
fixed capitel requirements; () heavy demand for machinery and equipment;
(c) emplo;ment of a high percentage of skilled labour and (d) large size.

These characteristics clearly show why the operation of an integrated
refinery aiming at the regional market could be more efficient than a
plant built on a purely national scale in a given Central American country,
even if the consumption level of .the country were such that it could
absorb the output of a production unit of a minimum economic size, which
is not at present the case in any of the countries. The production/invest-
ment coefficient tends to become more favourable as the capacity of the
plant increases. Production costs and, conseguently, consumer costs
would probably be lower in the case of a refinery working for a

multi-national market.

/It is
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It is also likely that for a regional plant the high capital
costs could be offset more easily through its impact on the gross
product and the balance of payments. As was already stressed on the
basis of a tentative and rough estimate, the establisiment of a refinery
would have raised Central America's gross product by scme 5 million
dollars in 1954, although it should be borne in mind that only part
of this sum would have remained in Céntral America, since depreciation
charges would have been sent abroad, as well as interest charges and
profits to the extent that foreign capital had participated in the
project. _ '

Skilled labour requirements constitute a disadvantage, bul since
not mony skzlled workers are needed, the selection and training of those
required wo-ld not represent a serious problem, as nas occurred in other
countries in which similar conditions vrevail. The large size of the
plant is no handicap because regional consumption is adequate.

This leads to the final question. Have plants of a similar size
been suscessfully installed in other countries under comparable conditions?

For example, ECLA's Economic Survey for Latin dmerica, 1954, states that

in 1954 Ecuador and Bolivia had a daily petroleum refining capacity of
5,700 and 11,000 barrels resnectively; but such date shiould be viewed in
the light of the fact that both countries possess local sources of crude
petroleun. Brazil and Urupguay operate refineries using imported crude
petroleum and their experience might be useful for Central Anerica.

The foregoing points can be summed up as follows:

(a) Present and future consumpiion appears to be sufficient to
warrant the operation of one or more economic-~sized petroleun refineries;

(b) The considerable increase in the gross product and in foreign
exchange reserves is a strong argument in favour of considering the
establishment of a petroleum refinery;

(c) The fact that raw materials have to be impurted does not seem
to constitute an important impediment in this case, since transport
costs for finished imported products are just as nigh or higher; but
this question requires further study.

/(d) In
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(d) In times of emergency it would be easier to obtain crude
petroleum than finished products;

(e) A thorough examination is required to determine %o what extent
and within what radius it will be possible to distribute petroleum
derivatives from one or more central sources in Central America as
efficiently or more efficiently than at present.

(f) Broadly speaking, the prospects of petroleum refining seem:
less favourable for the countries of Central America taken individually,
but with an integrated Central American economy, it woulc seem that
such unfavourable factors are offset by the advantage of a sufficiently
large volume of consumption, and

(g) Other countries have established petroléum refineries on the
basis of comparable consumer requirements, although not under entirely
similar conditions,

In brief, it may be concluded that it would be worth while to
undertake a detailed study of the petroleum refining industry in Central
America and that «the study should be given the highest priority.

{c) Other considerations concerning a possible Central American

refinery : :

Crude petroieum is a mixture of a great number of carbon or

hydrogen compdunds called hydrocérbons. They range from the lightest,
containing pnly.a few atoms of carbon, to the heaviest, consisting of
long chains or rings with several hundred carbon atoms linked together.
The boiling-point Qf—thé‘lighter hydrocarbons is lower than that of the
heavier dnes. Thus, when crude petroleum is heated gradually, the
lighter hydroqa;bons évapofate fifst and can be tapped off by cooling and
condensation;‘as the temperature rises, the heavier hydrocarbons vaporize.
This process is known as distillation. In this way, the mixture of
hydrocarbohs cﬁnsﬁitﬁting cfude petroleum can be broken up into various
groups or ffactions with different boiling points. The main groups are
the following: ‘ .

(1) Light distillateé, including. petrol, solvent raphta,
kerosene énd light fuel oil;

/(ii) Intermediate
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(ii) Intermediate_distillates,'inbluding heavy fuel oil,
diesel oil and gas oil; - | | .
(iii) Heavy distillates,-including paraffin and 1ubrlcat1ng
oils, and ‘ . _ }
(iv) Residues,.i.e. products which remain after the rest have .
been distilled, including other lubricating oils, asphslt, coke, etc.

This break-down by distillation is the basis of the refining process,
except that, in‘modern practice, instead of graduall&Hheating the
petroleum to release the successively heavier fractlons, the temperature
is raised rapidly and the resulting gases and llqulds are separated by
gradual cooling. )

The fractions or "cuts" produced by this separation process are
called Mdirect distillation® fractions. According to the kind of base
(erude petroleum), exact proportions are obtained of each fractiqn,‘for
example, petrol, kerosene, diesel oil, etc.

At this stage, however, one important factor comes into play
the proportion of products obtained by direct distillation does not
mateh the structure of demand. Direct distillation of crude petfoleUm
may yield 15 per cent automobile petrol, 20 per cent kerosene, and 30
per cent gas oil, while the market may demand hs,per‘cent petrol, 3 per
cent kerosene and 15 per cent gas oil. In Cehtrailﬁmerica the present
break-down is about 30 per cent petrol, 6 per cent kercsene and 59 per
cent gas oil, 1nclud1ng diesel and fuel oil. If dlrect distillation -
only were applied there would bée an acute shortage of petrol and a vast
accumulation of other petroleumn products Wthh would remain unused.

As a solution, metheds have been worked outltp convert part of the
neavier and cheaper fractions, for which there is less demand (such as
gas oil and residues) into higher-priced petrol,(for which there is
great demand. These processes are called "Eracking".apd,cqnsiet in-
breaking the long chains of carbon in the heavier fractions into the
shorter chains of which the light fractions are composed. This is’
accomplished either by heating the heavj fraéﬁiens'to high temperatures
(thermic cracking) or by heating them to lower temperatures together

| fwith certain
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with certain catalyzers which accélerate the breakinz of the chains
(catalytic cracking). |

~ This process yields an additional volume of light fractions,
mainly petrol. Moreover, during the procéss some hydrocarbons are
broken down still further until the chains are shorter than those
required for petrol and escape in the shape of gases. The short-chain
compounds are often structurally incomplete and unstable. These
"non-saturated" gases can in turm be linked in slightly longer and
more complete chains as required to produce petrol. This is done by
the opposite process to cracking, which is called "polymerization'.
This again increases the percentage of petrol obtained from crude petroleum.

In the United States the average yield obtained by refining,

measured in terms of petroleum derivatives per unit of crude petroleum

5/

used, was as follows in 1940:

Percentages

(Petrol L3.8
Light products (
(Kerosene 5.9

(Petrol and
Intermediate products(

(distillates - 14.3
Heavy products Lubricants : 2.9
(Residual gas oil, 24L.3

Residues - (tar,
(losses, ete. 9.0
100.0

In point of fact it is now possible to obtain from 75 to 80 per
cent petrol from crude petroleum. '

The products obtained by distillation (also called ™topping"),
cracking and polymerization need further treatment befcre being marketed.
Petrol may have a disagreeable smell due to certain sulphur compounds
which must be eliminated; residues must be treated to separate lubricating

oils from paraffin and asphalt, and then they must be refined. Finally,

5/ Estimated on the basis of statistics published. by the American
Petroleum Institute, Petroleum Facts and Figures, New York, 1941.

/some of
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some of these products must be adequately mixed to give them the
characteristics required by the consumer. .

It was already stated that 27,000 barrels daily of crude petroleum
was the basic capacity foreseen for a Central American refining industry.
To Jjudge by modern standards, if such capacilty were concentrated in a
single plant, its size would be considered medium to small. Many
enterprises of this size operate efficiently.

Table 3

CENTRAL AMERICA: VOLUME AND PERCENTAGE BREAK-DOWN OF
IMPORTED PETROLEUM DERIVATIVES, BY COUNTRY

1947 | 1953
Thousands Percentage Thousands Fercentage
Country . of tons of tons
Guatemala 204,3 A 236,9 30.4
Honduras 109,2 22,2 144,0 18,5
Costa dica o 83.5 16,9 140.,2 18,0
#1 Salvador 58,0 11.8 1544 19,8
Nicaragua _ 38,0 7.7 103.9 13.3
Total 493,0 100,0 779.4  100,0

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics,

Decisions as to type of operation (for example, size of the cracking
unit; whether it is to be thermic or catalytic and of what kind; whether
a polymerization unit is to be included, ete.) will depernd on the kind
of erude available and on the market, which will determine the proportion
of each refined product to be obtained.

Some kind of crude petroleum may be available at a low price (due
to its quality or because its source is close at hand), but may require
greater processing to yield the adequate proportion of finished products;
on the other hand, a different and more expensive kind may be available

which will require less treatment.

/For a,
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For a long time to come, fuel oil will be the product in greatest
demand. This, however, is a cheap product which provides but a small
margin of profit for the refiner. At present it is about 25 per cent
cheaper than good crude petroleum, because in many countries fuel oil
is being replaced by natural gas, electricity, ete. for heating purposes.
Yet the petroleum industry cannot eliminate the production of fuel oil
from the production of other petroleum derivatives. Even if considerable
amounts of fuel oil are tfeated‘by the cracking process to obtain petrol,
enormous quantities still remaln which are marketed at low prlces

All this shows that 1n the c¢ase of a Central American reflnery 1t
might be more economical to buy fuel oil than to produce it from crude
petroleun. Then the main refined product would be petro] for the
production of which it would not be necessary to buy crude petroleum,
it could be obtained by cracking from cheap fuel oil.

A further possibility arises from the foregoing considerations: -

a plant may be established, composed mainly of a cracking unit, using
fvel oil as its raw material. The plant would be less costly than a
complete refinery and could be flexible enough to produce other products
in less demand on the market, such as diesel oil, kerosene, asphelt, etc.;
apart from petrol. The complete plan would probably provide for the
co-ordinated purchase and delivery of imported fuel oil to the main
consumer centres and to the refinery for treatment by the cracking
process., - '

Here again a thorough examination would be required in ordef“to
provide the basis for a decision.

Finally, in view of the fact that aggregate consumption in 1965
will probably reach a level many timer higher than the minimum ecornomic
capacity of a refinery, the possibility should be taken into account of
establishing not one but perhaps two or more refineries; for example, one
could be set up to supply the Pacific coast and the other for the Atlantic
area, or for any other zonal combination which may be economic. The
processes and sizes selected for such plants could be adépted to the

consumption pattern of their respective areas.

I/The price
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The price break-down for one barrel of finished products will
further clarify this question. Table 4 shows the composition of one
barrel of finished products. fThe corresponding . proportions of average
refinery yields in the United States petroleum industry in 1940, listed
before, at 1955 prices, were used.

Table 4
UNITED STATES: PRICE BREAK-DOWN FORK ONE BARREL OF PETROLEUM
DERIVATIVES
Products Price 3/ Percentage Value of one
' per barrel yield barrel
(dollars) {dollars)
84 ~octane petrol L.95 L3.8 2.16
Kerosene L.20 5.7 0.2
Gas o0il and distillates‘“/ 3.88 14,3 0.56
Fuel o0il and Jubricants 1.90 27.2 0.52
Losses - 9.0 -
100.0 3.48

Source: McGraw Hill Publishing Company, Platt's Oilegram News Service,
15 August, 1955.
a/ "F.o.b, San Pedro, California, in fugust 1955. '
Q/ Lubricants were grouped together with fuel oil since their higher
price is due to costly additional processing.

It will Ee noted that the price for an average barrel of finished
products is 3.48 dollars; the high-grade crude petroleum required for
production - such as that from California (22-23 API) - costs 2.48
dollars per barrel é/ which leaves a one dollar margln In general
refining costs 0.60 dollars per barrel and therefore gross profits for
the refinery amount to 0.40 dollars per barrel. .

Under Central American conditions the following two factors come
into play which might reduce or entirely wipe out such a profit margin:
(a) transport costs for crude petroleum, and (b) the smaller proportion

of petrol produced and the correspondingly larger proportion of fuel oil.

é/ See National Petroleum News, Cleveland, Ohio, July 1955.

/This is
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This is another reason for considering the use of fuel oil as a
raw material for the regional refinery.

Capital requiremenfs for a refinery will depend on the type of
operation selected. Tentatively and as a general guide, it might be
estimated that a complete refinery with a daily capacity to process
25,000 to 30,000 barrels of crude oil would cost from 15 to 20 million
dollars. A refinery consisting mainly of a craclking unit would cost
about 3 million dollars less. A plant of this size would employ 400
to 500 persons and would occupy an area four kilometres sguare.

The greatest importance attaches to the site of the refinery. The
two main factors to be borne in mind are: (i) access to raw materials;
gince crude petroleum and fuel oil would come by sea the plant must be
situated near a port where facilities for unloading tankers are already
available or can be installed; and (ii) ease of distribution, which
implies that the plant should be so situated as to minimize overland
freight charges and shipping costs from the refinery to the Central
American consumer centres. Ihen this aspect is considered, the present
and future (1960)road network in Central America should be taken into
account.. It is necessary to stress once égain that proximity to a port
is essentisl and although floating and submarine pipe-lines (such as
are now in operation in some Central American ports) are adequate for
" unloading tankers, more complex facilities are required for.loading
refined products.  Where the water is deep it would be necessary to build
docks for tankers, but when a ship has to anchor some distance away dykes
must be constructed on which to mount the pipe-lines. There are other
aspects of the site - water supply, power and labour - which should be
taken into account, but they are of minor importancé in combarison with
the two previous factors.

Distribution of refined products requires careful planning so that
prices (before taxes) may be equal to, or preferably lower than, similar
imports. A careful study must alsc be made of the possible use of the
tankers, which deliver crude petroleum to the refinery, fof transporting
finished products within the area. In this context, several factors

/deserve examination.

I3
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deserve examination. The use of storage tanks for crude petroleum
in tankers for transporting finished products is very expensive,
because the tanks have to be clezned thoroughly before refined products
¢an be loaded. In addition, the capacity of the tanks is such that a
complete deadweight shipload is obtained with the lightest grades of
petrol and therefore, when heavier grades of crude petroleum are shipped,’
some of the compartments in the tanker must obviously remain empty or
be only partially filled. The empty compartments could be used to
transport finished products. Alternatively it might be possible to
deliver less than full loads of crude petroleum, thus leaving more
capacity free for the distribution of products. If such arrangements
could be made, it might be possible to reduce distribution costs and
the cost of transport for crude petroleum.

Storage facilities are available in the five countries which
may have to be expanded and néw facilities installed. With respect to
sales, serious consideration should be given to the possibility of

continuing to use existing channels for wholesale and retail distribution.

3. Tyres and inner tubes

(a) Present consumption

Central American imports of all kinds of tyreé and inner tubes
have expanded from about 520 tons in 1937 tb approximately 4,000 tons
in 1955, the value in the latter year being in the neighbourhood of
6 milliop dellars. When the figures are adjusted by deducting the weight
of inner tubes and of tyres not intended for passenger cars or lorries,
the tonnages mentioned are approximately equivalent to 20,000 uniis
for 1937 and 154,000 for 1955 (see table 5). The estimated consumption
of tyres for passenger cars and lorries is based on the average weight
per tyre as recorded in the import statistics for only two Central

/American countries,



E/Ci.12/h22
(£/CN.12/CCE/33/Rev.2)
Page 10G

American countries, on the assumption that this average is also valid
for the other three countries.Z/

Apparent consumption in individual countries as from 1937 and the
corresponding trends are shown in figure V. Costa Rica and El Salvador
reveal the highest rates of increment (16.6 and 16.8 per cent annually,
respectively), which is attributable to the greater density of their
road networks. Nicaragua with 14.4 per cent, Guatemala with 13.6 per
cent and Honduras with 12.8 per cent are not far behind, which shows
that the growth of tyre consumption does not differ substantially from
cne country to another. It should be noted, however, that such growth
rates, as illustrated by the trend lines, cannot be taken toe literally.
After the war shortage of tyres in the markets of the five countries,
consumption expanded at a very rapid rate for several years when supply
difficulties disappeared. The almost vertical rise in the apparent
consumption curve shown in figure V for three of the five countries is
also reflected in the slope of the trend lines.

In terms of volume, Guatemala is the main consumer of tyres for
passenger cars and lorries (26.7 per cent of total imporis in 1950-55),
followed by El Salvador (23.4), Costa Rica (18.6), Nicaragua (17.1), and
Honduras (14.2).

Undoubtedly consumption of tyres and immer tubes is closely related

to the aggregate park of motor vehicles in each country (see table 6).

ﬂ/ As a rule, Central American import statistics record the weight of
all kinds of tyres and inner tubes. The number of urits is specified
in only two countries (Costa Rica and Nicaragua) and for isolated years
only. In some countries the tariff classification mskes it impossible
to distinguish between tyres and inner tubes., In order to determine
the ‘imported tonnage of tyres for passenger cars and lorries only, the
percentage for other kinds of tyres and inner tubes was deducted from
the total, according to the data supplied by imwort statistics for
countries with an adecuate tariff break-down. The coefficient for
tyres was 6.3 per cent of total imports. The same bases were used to
compute a conversion factor from tons to units for countries whose
statistics record both the weight and the number of units imported,

a factor which was applied to all import figures expressed in tons only.

The proportion of 23.8 kilogrammes per unit thus estimated is the

average weighted tonnage for total tyres for passenger cars and lorries,

and not the weight of one or several specific kinds.

/Table 5
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Table 5
CENTRAL AMERICA: IMPORTS OF PASSENGER CAR AND LORRY TYRES &

Year Costa Rica El Salvador Guatemala  Honduras Nicaragua Total
Central
America

(Thousands of units)

1937

3 L 7 i 2 20
1938 3 3 7 2 2 17
1939 3 5 8 L 3 23
1940 L L 8 L 5 25
1941 L 7 10 5 6 32
1942 0.5 0.5 1 3 4 9
1943 2 3 I 3 1 2
1944 L ; 7 5 6 27
1945 5 7 2
1946 13 9 23 7 16 68
W47 1k, 18 28 13 17 90
1968 10 Y 14 27 n 15 77
1949 12 D/ 12 20 11 16 P/ 71
19% 20 23 28 12 18 10
1951 19 B/ 26 29 15 13 Q/ 102
1952 16 E/ 27 26 19 15 E/ 103
195 209 25 32 17 1Y 13
195, 28 29 3 18 20 133
1955 28 35 36 19 3 154,
1937 7 (Thonégﬁf? PSR e f?i 65 3
91
1938 56 65 Co. 141 60 376
g TR T T
ighl 82 l{l % '303 101 162 683
L2 1 7 3 1 5 110 251
943 73 7L ¥ SR 293 031
194, 133 136 & (9 150 203 781
1945 146 103 b/ 186 170 239 844,
1946 351 272 ¥ 759 190 165 2.017
Tois 3% e 0 g s 53
[ L= )
woBy By o 2 )
1951 657 998§/ 1.200 £32 /AR
BIE (N
165, 7 Y 1.0 Y 10535 678 833 ¥ 11829
1955 974 . 1.270 1.25C TLT 1.470 5.711

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics.

a/ Estimated.

b/ Actual figures.

/Table 6
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Table 6
CENTRAL AMERICA: PASSENGER AND COMMERCIAL VEHICLES

(Thousands of units)

Count.ry 1937 1938 1947 1948 1949 1950 1951 1952 1953 1954

A 1,9 2,1 3.0 . Lo L6 5.1 5.5 5.9 g? .

Costa Rica "B 0.8 0.8 2.1 ... 2.9 3.1 3.6 4.1 4a5 aee
A 2.4 2.7 3.3 3.7 kW 5.9 5.2 L8 7.5

El Salvador B 0.8 0.9 1.1 2,1 2,0 2.6 4.3 3.1 L3 aae
A 2,5 2.5 cee 5.2 L.,b6 5,5 7.6 7.8 9.8 11.2
Guatemala B 1.6 1.6 ... L.2 L.8 5.9 6.5 4.3 6.5 a/ 7.3
A - *o e w R e 103 105 1.9 2'2§/ LA

Honduras B . ces  ws cee  ee. 1.9 2.0 2.6 2.9~ veo
A ... aee o ves 1., 1.7 2.1 2.6 2.8 Led
Nicaragua B 4ee  tes eee e.e 0.9 1.0 1.4 1.7 2.0 2.2
Total “ee “re “ew vew e "3'5 39-3 380!4- 14-8"[4- seas

Source: United Nations, Statistical Yearbodk, 195%.

A = Passenger cars; B = Commercial vehicles,

Q/ Estimated on the hypothesis that consumption grew at the same rate as in
previous years,

The average proportion of commercial and private vehicles to the
aggregate park in Central America in the last four years (1950-53) is
42 and 58 per cent respectively but these proportions are not necessarily
the same as those for tyre consumpiion for passenger cars and lorries,
since all commercial vehlcles are not lorries and it is likely that
lorries wear out more tyres than passenger cars g/ because they are
generally used more intensively.

If a comparison is drawn between the total park from 1950 to 1953
with estimated figures for apparent consumption in terms of tyre units,
an average utilization factor of 2.6 tyres per vehicle/year is reached.

In view of the present conditien of the roads in Central America, this

8/ It should be stressed that the statistics of some countries do not
report on military or official wvehicles and that official imports
of tyres may also be excluded.

/figure seems
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figure seems reascnable when compared with a utilization factor of
1.5-1.8 in the United States and of 2.3—2.L in Mexico (according to
private sources). '

Consumption of tyres in Central America is low, not only on account
of the small number of vehicles but also because the price of tyres is
high (see table 7). There must be an_important group of potential
consumers who could afford the initiallinvestment'required tp purchase
a passenger car or lorry but who are &iscouraged by high maintenance

costs in which tyres represent a major item.

Table 7 o
- -2
- PURCHASE PRICE OF LORRY TYRES IN SELECTED COUNTRIES, 1952
' (Dollars) -
El Salvador _ 120,00
Honduras 135.08
Nicaragua : 1€0.0 b
Mexico : §2,00 v/
United States 106.55

Source: United Nations, ECLA/TAA mission, Transportation in Cenmtral
america (B/CN.12/356).

a/ 8.25 x 20 x 12,
b/ Rough figure.

According to the ECLA/TAA mission which made a survey of transport
conditions in Central America, tyre prices are inflated by high shipping
and railway freight charges which in some cases account for 35 per cent
of the price. Finally the roads are in such a condition that the life~
span of the tyres is reduced to an average 16,000 kildﬁetres per tyre
as against a normal duration of 30,000 to 40,000 kilometires and:fhis
raises the cost to the consumer still further,g/

9/ See Transportation in Central America, op. cit. paze 203.

/(b) Future



E/CN.12/422
(5/CN.12/CCE/33/Rev.2)
Page 113

(b) Future consumption and prospects of establishing a Central
American tyre industry

It is likely that Central America's consumption of tyres will
expand in future. Commercial and industrial growth brings in its train

an increasing usé of road transport for business purposes, and a rising
income encourages the use of private cars. With the establishment of a
regional petroleum refinery the possible reduction in the price of petrol
~ or even the improvement and expansion of distribution alone - will tend
to be reflected in a growing use of vehicles and therefore of tyres.

If tyre production in Central America reduced costs to less prohibitive
levels, consumption might be stimulated still further. The intensive
road-building programme which is under way in all Central American
countries cannot fail to affect consumption of tyres. There will be a
demand for more new vehicles and existing vehicles will be used more
intensely. In addition, the useful life of tyres will be prolonged when
the roads improve.

. A1l these factors should be carefully examined and, insofar as
possible, they'should_be expressed in quantitative terms. Thelr possible
effects should be assessed in order to make a reliable estimate of future
consumption. It is therefore advisable to carry out = thorough survey.

In this preliminary study, the following method of calculation was
used. It was assumed that a Central American tyre industry could be
in operation by 1957-58. The potential market for 1957 and from then
until 1965 was therefore estimated. For this purpose the estimated
consumption curve for the most recent years (1937-55) was dravm in
figure VI and two trend lines were extrapolated for fﬁturé years, one
based on the period 1937-55 with a high annual growth rate of 14.5 per
cent reflecting the exceptional post-war imports, and the other based
on the period 1948-~55 with a more moderate annual growth rate of 10.4
per cent. The two lines define the probable margins for future consumption
of passenger car énd lorry tyres, which range from & minimum of 179,000
to a maximum of 209,000 units in 1957 and from about 400,000 to 6C0,000
units by 1965. The growth of the venicle park, 1l.4 per cent annually
for the period 1950-53, is a factor in support of the rates calculated.

/It should
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It should be stressed, however, that the growth rates observable
in 1937-55 and 1948-55 are exceptionally high and that they reflect to
a large extent the low relative lewvel of consumption. Hence it should
be taken into account that, as Centrai American tyre consumption
reaches higher levels, that very fact W1ll tend to reduce the growth
rates. Notwlthstandlng this development it has been assumed that these
rates will be valid during the relatively short period ending in 1965.
When regional tyre production is considered, it cannot be inferred
that a Central American factory would ‘be able to satisfy'total demand.
There are many kinds of wvehicles in Central America reguiring very
different types of tyres, and the factory would have to concentrate on
some of the main kinds. Moreover, new vehicles are usually imported
with tyres. It may therefore be assumed that one half of total requirements
would be covered with iﬁports, which would leave 90,0C0 to 105,000 tyres
to be manufactured locally in 1957. Estimated consumption for 1965 is
396,000 to 615,000 units, which leaves a balance of 198,000 to 307,000
tyres to be supplied from regional production. On these bases, the
market for locally manufactured tyres is as shown in table 8. Since the
future factory would produce not only tyres but inner tubes also, the
potential market for the latter was calculated on the basis of a ratio
of 51.5 per cent inner tubes to tyres according to available statistics
on Central American imports and experience in other areas. '
Table 8

CENTRAL AMERTCA: ESTIMATED COMSUMPTION OF LORRY AND PASSEN?E? CAR TYRES
AND INNER TUBES MANUFACTURED IN THE REGION &

(Thousands of units)

Tyres ‘ : Inner Tubes
Year Minimum Maximum ; Minimum Maxinum
1956 g1 o2 L2 L7
1957 90 105 L6 51,
1958 Qg . 120 51 62,
1959 109 A37 56 71
1960 121 157 ' 62 - 81
1961 ' 133 179 - 70 _ 92
1962 147 205 ‘ 76 106
1963 S 162 235 o 3l 121
1964 ‘ 179 269 92 139
1965 198 307 _ 102 158

Source: Economic Commission for Latin America, based on Central American
import statistics.

Note: The minimum estimate is based on the import trend for 1948-55; the
maximum on the 1937-55 trend.. ;

a/ Half of the estimated aggregate future consumption $n the region.
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It is necessary at this juncture to determine whether the present
market (or that for 1957) is large enough to justify the establishment
of an economie-sized factory. The mirimum size of a manufacturing unit
varies according to the market conditions within which i% operates. Feor
example, a tyre factory established in a country in which the bulk of
consumption devolves upon only a few types of tyres may have a minimum
capacity of up to 25,000 units annually. -The same is true when a market
is supplied by several factories whica already produce many kinds of
tyres and when the plan is to establish a new plant which will specialize
in one or two specific items. This is not the case in Central America.
A regional factory would be forced to produce a considerable number of
types, even if, as has been assumed, only 5C per cent of requirements
were saﬁisfied, imports covering the remainder.

A factory of minimum economic size, equipped to produce a
reasonable range of tyre sizes and types, should manufacture 400 units
in three daily shifts. This is equivalent to about 80,000 to 120,000
tyres annually, according to the number of days Worked.lg/

The most adequate size and hence the best investment can only be
determined after a thorough analysis of the range and velume of tyres
actually consumned Q/ and an estimate of the future consumption pattern.

It would be difficult to manufacture any kind of tyre for which
requirements are less than 500 units annuwally, and even then, production
would be economic only if the total volume were manufactured in one run
and if, apart from the vulcanization die, factory facilities could handle
the size and type in question. It should be recalled that the die alone
for each particular type and size may cost about 15,000 dollars.

4 factory with capacity to preduce 400 units_déily would employ.
about 100 workers per shift, that is a total of 300. There are many

__/ Some Mexican tyre factories base their capaC1ty calculatlons on 200
complete working days per year.

11/ The range is surprisingly wide. In Mexico, for example, 3C different
gsizes are manufactured for passenger cars, each of which may be of
.6 or 4 layers and with white or black walls. 19 different models
of lorry tyres are produced, each of which is available in different
types according to the number of layers, tread, etc.

/factories of
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factories of this kind in operation. There are two in Colombia, one
manufacturing 170,000 and the other 25,000 units annually.lg/ Cuba
has two with a total capacity estimated at 170,000 tyres. In 1954
they produced 104,000 tyres and they appeared to be'qperating above
the break-even point.

In 1947, there were 57 rubber-tyre manufacturers in the United
States ;2/ of which the majority (16) employed frOm 1,000 to 2,500
workers, 13 from 1 to 250 and 13 more than 2,50C. This shows that,
from the point of view of size, the tyre industry qualifies as a
"medium large" industry.lg/ N

It should be stressed that the terms "smgll" and "medium" apply to

conditions in industrialized countries. Capital requirements, however,
are not excessive for Central America. It now seems that to be of
economic size a plant, which may‘be too large for any single country,
would have to be established as a regional factory.

Thus it may be assumed for the purposes of this study that a
factory with the capacity to produce 400 tyres daily constitutes an
economic unit under Central American conditions. This is equivalent to
an annual output about equal to the consumption of locally manufactured
tyres postulated for 1957.

If the previous hypotheses are valid (and they should be verified
by means of a complete survey), it would seem that, from the point of ‘
view of capacity, there is a market large enough for the establishment

of a Central American tyre factory.

12/ International Bank for Reconstruction and Development, Bases para
un Programa de Desarrollo de Colombia, 1950. According to another
source, the smaller factory produces as many as 70,000 tyres annually.

13/ United States Department of Commerce, Census Bureau, Annual Survey
of Manufactures: 1949 and 1950, Washington 1952.

14/ This conclusion does not coincide with the results of previous
surveys - carried out in the United Kingdom and the United States
on the basis of 1929 and 1930 data -~ according to which tyre manufac-
ture should be classified among the "large" industries. It is
possible that since the latter year the introduction of modern methods
may have made it economic to produce on a smaller scale.

/The value
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The value added by manufacture in the United States tyre industry
is 44 per cent.zé/ Given the fact that in 1955 Central America's
imports of passenger car and lorry tyres, excluding inner tubes, were
valued at 5.7 million dollars, if half or 2.85 million had been manu-
factured in the region, the gross product would have increased by 1.25
million, A considerable portion of this wvalue could have constituted
a saving in foreign currency. The increment of the gross product is
still more significant in the light of consumption estimates for 1957
and 1965. At 1955 prices,lé/ consumption in both years will reach 7.2
and 18.7 million dollars respectively. If half of this value is accounted
for by regional production, the value added in each case will be 1.6 and
4.1 million dollars. ’ ;

The problem of raw materials presents several aspects. It is
reasonable to assume that natural rubber will be imported from the Far
Bast. This in itself constitutes no disadvantage, since most factories
need to import rubber. The weight of the raw materials is virtually the
same as that of the finished product. On the other hand, transport is
less costly for raw materials than for finished products on account of
the smaller volume to be handled since tyres are a very bulky'cargo in
relation to their weight. This fact tends to favour Central American
manufacture.

Another factor which must be kept in mind is the possibility of
producing natural rubber in Central America. As a rule Central American
rubber prices cannct compete with thé eastern product. Yet in periods
of high prices or in wartime, when foreign suppiies are uncertain, lécal
production would be justified. This is a safeguard wﬁich many other
countries lack. ‘

Central America's geographic position is advantageous with respect

to raw material sources. The main consumer centres zre on the Pacific

15/ United States Department of Commerce, Annual Survey of Manufactures:
1949 and 1950, op.cit.

16/ In these rough estimates, import figures do not include freight
charges to Central America.

/side, and
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side, and Asian rubber could be shipped directly, or if recessary,
transshipped in Panama. .
Another problem which merits some attention is the distribution
of tyres from a central point within the region. On the assumption
that the factory site will be chosen with this end in view, transport
costs as a whole would not be higher ~ and might even be lower - than
those prevailing for tyre shipments from Europe and the United States.
The previous analysis would seem to show that the establishment of
a Central American industry is feasible and that high priority should be
given to a more detailed study of this subject.

(¢) Other considerations concerning a prospective Central America
tyre and inner-tube industry

Raw rubber is a plastic material, that is, it is mouldable and
sticky. It absorbs water and is soluble in many organic solvents.
Manufacture is based on the fact that the properties ol crude rubber
change when it is mixed with sulphur and heated. Plasticity becomes
elasticity, that is, the material returns to its original shape after
being distorted. Processed rubber becomes water repellent and insoluble
in many solvents. This process is called Vulcanizétion.

Apart from sulphur and sulphur compounds, many other materials are
used in the vulcanization pfocess to produce specific properties:
accelerators to reduce vulcanization time; anti-oxidizers to prolong
the 1life of rubber; sofiering and hardening agents; reinforcing pigments
like lamp black and zinc oxide to impart greater resistance; colouring
plgments, etc. Furthermore reconstituted rubber from old rubber goods
can also be added. Each use of this material requires a different formula.

Tyre menufacture involves the following operations and processes:
(1) mechanical grinding of the rubber in mills; (ii) mechanical addition
of ingredients in the mill; (iii) impregnation of cords with the rubber
compound in a calender press; (iv) combining the impregnated material
with other rubber materials, in the rough shape of a tyre, in tyre-
building machines; and (v) wvulcanization under heat and pressure.

In manufacturing inner tubes, the rubber compound is shaped into

tubes by extrusion. The endless tube is cut into sections; the ends

/are sealed



E/CN,12/422
(E/CN.12/CCE/33/Rev.2)
Page 119

are sealed together and the valve is fitted. They are then vulcanized
in the same way as tyres. Modern tyre manufacture is mainly automatic.
Tyre-shaping machines and grinders as well as mixing, cutting and many
other operations are controlled by instruments. It is not considered
necessary to invest additional capital in asutomation under Central
American conditions. In many countries, these operations are carried
out adequately by hand.

When tyre manufacture has bezun, the factory could use its
facilities to produce other rubber goods, such as transmission belts,
garden hose and all kinds of rubber sheeting and floor coverings. It
does not seem advisable, however, to go in for this kind of production
from the very beginning.

Cost distribution in Mexico's rubber industry in 1949 was

approximately as follows:

Percentages
Raw materials 63.3
Wages and salaries ©18.3
Miscellaneous costs _38.4
Total 100.0

Mexican figures were preferred to United States data because
conditions in iexdco present a closer similarity to those in Central
America. The share of raw materials in total costs is higher in Mexico
because imports are relatively more expensive. In the United States, raw
materials account for only about 33 per cent of costs. Distribution
charges in hexico account for 20 to 25 per cent. In Central America the
cost of labour may represent a somewhat higher percentage than in Mexico,
while distribution costs may rise to 33 per cent owing to transport
difficulties.

A factory with a daily output of 40O tyres would require about 2.5
million dollars in fixed investment, on the assumption that part of the
heavy equipment - calender rolls, for example -~ will be bought second-hand.
As previously stated, 100 men per shift would be employed, or a total of
300. 1In view of high distribution costs, the factory should be situated

/strategically so
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strategically so as to cover the largest number of Central American
markets as cheaply as possible. This means that no attempt can be
made to situate the factory until the following factors have been
determined: supply facilities and cost of raw materials; distribution
facilities and costs (by road, rail and sea) for finished products; and
water and energy supply conditions.

The foregoing considerations éeem to confirm the need to carry out
a definitive study on the establishment of a Central American factory.

to produce tyres and inner tubes.

L. (Class containers

Consumption of glass containers in Central America rose from 4,705 tons
in 1947 to 8,980 tons in 1953 and 8,033 tons in 1954, when 1.3 million
dollars were spent on such imports (see table 9). These are only rough
aggregates since tariff specifications vary considerably from one
country to another. The real figures, however, must lie in this order
of magnitude. The beer and soft drinks industries are the main consumers
of glass containers, absorbing an estimated 60 per cent of the total.
Apparent cornisumption grew at an annual rate of zbkout 10 per ceﬁt
in 1947-54 and at a slizhtly higher rate (12 per cent) in 1937-54. On
the hypothesis that future consumption will expand at an average half-way
betweer. the two rates mentioned, consumer requirements will reach 11,000
tons by 1957 and 25,000 tons by 1965. At 1954 prices, such volumes are
equivalent in value to 1.7 and 3.9 million dollars respectively. The
growth of the beer and soft drinks industries alsc points to such a
development pattern. In Nicaragua, for example, beer production expanded
from 18,350 hectolitres in 1946 to 30,082 in 1953, which is ecuivalent
to an aggregate increment of 64 per cent or about 7 per cent annually.
Consumption of soft drinks is estimated to increase at an annual rate of |
16 per cent. It is therefore reasonable to expect that in the coming
years, consumption of glass containers will increase by 10 to 12 per

cent annually.lZ/

17/ The rapid expansion of the pasteurized milk and edible oil industries
will also require increasing amounts of glass containers.

/Table 9
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Table 9
CENTRAL AMERICA: IMPQORTS OF GLASS CONTAINEES

Cowntry 1947 1948 1949 1950 1951 1952 1953 1954

(Tons)

Costa Rica.éé/ 450 447 913 558 256 534 2,146 387
El Salvador < 1,406 3.295 1.149 1.992 1.984 2,173 2.535 1.939
Guatemala 1.867 2,201 1.231 1.373 2.243 1.569 1.68L 2,819
Honduras of 982 1.162 350 748 842 1,846 1.618 1,251

Nicaragua - - - 323 619 1,103 997  1.637
Total 4,705 7.005 3.643 4,994 5.994 7.225 8.980 8.033
(Millions of dollars, c.i.f.) '
Costa Rica -@é/ 6, b4 100 58 32 79 423 54
El Salvador 176 511 220 340 363 503 515 LiL6
Guatemala 163 241 141 155 269 196 190 324
Honduras o 89 122 My 176 83 209 135 167
Nicaragua ¥ = - - - 48 . 115 154 158 261,
Total 492 G388 505 777 862 1.141  1.421 1.255

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics.

Comprising bottles for beer and soft drinks, except in 1953 when
other glass contalners, and stoppers were included,

Includes jars, bottles and flasks, pots and similar articles.
Includes jars, bottles and flasks.

I &

A Central American industry could manufacture all the bottles for
beer and soft drinks, which account for 60 per cent of total imports,
and perhaps half of the remaining containers. In other words, a
regional industry could cover 30 per cent of requirerents. On this
assunption, local production could supply akout 1.4 million dollars!
worth of containers by 1957 and 3.1 million by 1965.

The value added in the United States glass industry fluctuates
around 58 per cent.lg/ It is therefore to be expected that as a result

18/ United States Departrent of Commerce, Annual Survey of Manufacturers:
1949 and 1950, op.cit.

Jof the
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of the production of containers in Central America, ﬁhe gross product
will increase by 0.8 million dollars ir 1957 and 1.8 million in 1965,
with the resultant savings in foreign currency.

Bottle glass contains three main ingredients: silicon sand,
limestone and soda ash (sodium carbonate). Abundant deposits of
limestone are available in Central America. No deposits of silicon
sand suitable for glass manufacture 19/ have yet been found. This
material, as well as soda ash, must be imported, but this does not
necessarily constitute a serious drawback. Mexico'!s glass industry,
for instance, imports both raw materials and still produces at lower
prices than in the United States.

The general. characteristics of a glass container industry are not
unfavourable. Total fixed capital requirements as well as investment in
machinery and equipment can be classified in the "medium" bracket.

The number of skilled workers reqpired‘is also "medium". In the United
States (1947), of a total of 87 factories 32 employed less than 250
workers and 26 less than 500, which proves that the size of the industry
15 also "medium'.

The minimum size of a glass container factory is determined by the
capacity bf its machinery to manufacture bottles. A Central Americaﬁ
plant should be equipped with a very flexible machine which could produce
very different kinds of bottles. A single machine of such a type could
broduce 2,500 beer bottles per hour, which amounts to 60,000 bottles in
three daily shifts. With an average weight per bottle of 500 grammes,
daily consumption of.glass would be 30 tons. The glass furnace should
therefore produce 30 tons daily, equivalent to the minimum economic size
of the factory.

It was stated earlier that local manufacture should account for
80 per cent of market requirements. If consumption totals 11,000 tons
in 1957, the potential market for locally produced glass containers
would be about &,800 tons or 30 tons daily. It is evident that the

19/ The sand should not contain impurities, particularly ferrous
oxide.

Jconsumption forecast
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consumption forecast for 1957 would justify the operation of a
minimum~-sized glass bottle factory. In fact, the plant should be
built so that its minimum capacity could be more than doubled to meet
the greater consumntion foreseen for 1965.
Bottle manufacture comprises the following processes and operations:
(i) lielting of ingredients for the manufacture of glass. Tradition=
ally this operation takes place in large furnaces built so that part of
the heat used for melting is recovered. Initial investment and maintenance
costs are very high. The modern trend i1s to replace such furnaces by
so-called "unit melters®, which are small furnaces without heat recovery
devices but with a high melting capacity. Fuel costs are about 15 per
cent higher than in the case of traditional furnaces, but investuent
and maintenance costs are considerably lower. This method would also
enable the plant to install a second unit melter when production expands.
(i1) Moulding: an operation carried oui with automatic machines
which shape the 7lass in a mould and make the cavity by applying air
pressure.

(iii) Tempering: an operation carried out in a continuous furnace,
which consists in keeping the botiles at a spedific temperature for a
given time and then grédually cooling them. The purpcse is to reduce
the internal tensions produced during the moulding process.

(iv) Finishing: polishing of rough edges, cleaning, etc. The

distribution of costs may be roughly as follows:

Percentages

Raw materials 35
Wages and salaries , 25
Fuel 7
Maintenance, etc. 10
Depreciation 15
Packing 5
Other expenses 3

Total 100

A plant which is not highly mechanized, with a furhace producing
30 tons of glass daily, requires about 70 workmen. Fixed investment for

such a factory can be estimated at 500,000 dollars. However with

/judiecions planning
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judicious planning ard purchases the figure might be reduced considerably.
On the basis of available information, it would seem that the
establishment of a glass container factory is feasible. It would be
advisable to carry out a more detailed study in order to determine.
present and future consumption by types and sizes, raw material supplies
and site factors as well as to draw up projects, estimates and specific

plans for a factory.

5. Biological druss and ampoules

It is generally admitted that Central America requires a wide range of
biological products for its livestock industry. This need is not '
reflected in real consumpbion 20/ on account of two factors: (a) the
high cost of imported drugs which makes their use prohibitive for most
livestock raisers, and (b) lack of experience among livestock raisers
in the diasnosis and treatment of animal diseases.

The abovénmentioned lack of experience can only be remedied by
expanding agricultural extension services. The possibility of eliminating
the first factor is of great interest to Central America. During the
first séssion of the Regional Intefnatipnal Organization of Agricultural
Health Services, held in July 1955 in Guatemala, a resclution was adopted
recommending that a survey should be carried out to determine the
possibilities of producing biological drugs for veterinary use in the
individual countries either jointly or separately.

At a later date, the Organization considersd @;/ that consumption
of veterinary drugs'in Central America had probably totalled 1.7 million
doses in 1955 and that; because of the inadequacy of the consumption
level and of competition from cutside the area, it seemed prudent to
initiate the manufacture of biological drugs on an experimental scale
only, by using the veterinary facilities available in Central America,

each country specializing in the manufacture of one or two vaccines.

20/ No information is available on imports or production.

21/ Seeéthis Organization'sﬁprogress report (IIT-OTRSA/GA2), 7 July
1956. '

/(a) Fotential
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(a) Potential consumption of biological drugs

Wnen an attempt is made to investigate the possibility of
manufacturing biological products in Central America, the first
difficulty is how to determine the potential volume of production in
the light of present estimated consumption and of future requirements
once amimal health services are expanded and favourable quality and
price conditions prevail. The data presented in this report are compiled
on that basis.

Table 10 gives an estimate of Central America's ceattle population.

Table 10
CENTRAL AMERICA: CATTLE POPULATION, 1952
(Thousands of head)

Cows and young
Number animals for re- Beef-cattle in other

Country of placement in the - areas
head main dairy areas
Costa Rica 680.0 - 1400 “540,0 (97)2/
E1 Salvador . 825.4 127,0 698,14 (230)
Guatemala 902.9 220.0 682,9 (206)
Honduras © o 1,094.0 103.0 9910 (295)
Nicaragua 1,182.0 125.0 1,05%.0 (345)
Total L6843 715.0 3,969.3

Source: United Mations Food and Agriculture Orgsniza“ion, Estudio de los
aspectos téenicos de la industria ganadera en Centroamérica,

(FAOQ/55/'7/4320) .

3/ The figures in parentheses show the estimated number of covs producing
milk for the local market and for the menufacture of cheese and butter.

According to the figures for 1952, there are about 715,000 head
of dairy cattle and sbout 5 million head of beef cattle. It may be
assumed that 50 per cent, or 367,000 head, of the dziry cattle w1ll
be treated with 5 doses annually;-d/ totalling 1,790,000 doses per year.

22/ An average dose of 5 cubic centimetres annually for each of the five
main diseases.

/In the
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In the case of beef cattle, only 25 per cent, or 990,0C0 head, could be
treated with 3 doses annually,gz/ which totals 2;970,000 doses per year.
In round figures, potentizl consumption can be estimeted at 5 million
doses annually. |

Imports of biological drugs for human use are shown in table 11.
Although enough data are not available to compile a continuous series,
it is evident that apparent consumption in 1954 totalled about 2 million
dollars. To judge from Costa Rican statistics for 1953-54, a third of
this total - 660,000 dollars ~ was spent on penicillin and the rest on
bacteriological products, serums and vaccines, including a small proportion

of antibiotics other than penicillin.

Table 11
CENTRAL AFERICA: IMPQRTS OF_BIOLOG:QAL DRUGS FOR HULAN USE

Country © 1947 1948 1949 1950 1951 1952 1953 1954
- . (Tons) ,
Costa Rica 2/ 89 79 48 R 0 42 9 &
jou i Salvadorg/ ves ese aw s S eme e e 7 10
Guatemsla 18 25 22 33 i I A 49
Honduras d/ 5 10 -6 7 5 7 A 2
Nicaragua eos ces cen 51 58 104 111 122
' (Thousands of dollars, ¢,i.f.)
Costa Rica 485 393 311 278 581 397§7ﬁ L9 417
El Salvador .. " eed  sew ' aes  ees  ees T wae 73 93
Guatemala . . 203 . 319 388 300 552 668 586 691
Hondurss 9 22 15 17 17 16 15 16
Hicaragua ' ces  see  ess 339 459 592 699 773

Source: Economic Commission for Latin America,based on Central Americen
‘ foreign trade statistics,

&/ Including penicillin,

b/ Including botanical, orgenic and inorganic drugs which on an average
accounted for 36.2 per cent of total imports and 30.9 per cent of the
import value in 1949-51. .

g/ Bacteriological products, serums and vaccines were included only after
1953,

g/ Tneluding veterinary drugs.

23/ An averepe dose of 5 cubic centimetres annually for each of the three

main diseases.
/At current
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At current import prices for pehicillin,g&/ 660,000 dollars would
represent the consumption of about 1,000,000 million units annually, or
2,700 million units per day. Penicillin requirements may be much greater
since potential consumption may be restricted on account of relatively
high prices, .

Acéording to the Industrial Development Séction of the United
Nations Technical Assistance Administration, which has assisted in the
planning and installation of penicillin factories in many parts of the
world, a population of 10 million inhabitants consumes an estimated
10,000 to 15,000 million units daily. This would seem to indicate that
the demand for penicillin in Central America might increase considerably
when the product becomes more readily accessible through lower prices to
large sectors of the population.

The manufacture of biological products for human and.veterinary
uses may be undertaken jointly or independently. In either case, however,
it is not economic unless adequate containers (bottles, flasks or
ampoules) are also préduced, because imports of such containers would
be too expensive since they are bulky and require special packing. It
will later 25/ be seen that the manufacture of containers is feasible in
Central America. The aspects of drug manufacture will first be dealt -
with on the assumption that suitable containers are available locally.

(b) Manufacture of biological products for veterinary use

As already stated, a very rough estimate of the future demand for
biological products for veterinary use - on the hypothesis that an
expanded animal health programme will be implemented - could be as much
as about 5 miljion annual doses. In the United States the average price
per dose is about 7.5 dollar cents. The volume of demand would therefore
equal 375,000 dollars. On the other hand, it is true that at such a
price level consumption would be negligible. The wholesale price for

good quality bioclogical products intended for livestock manufactured in

24/ A rough average for packed penicillin is 6. 6 dollar cents per each
100,C00 units.

25/ See point {(d) in this section.

JMexico ranges
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Mexico ranges from one to two dollar cents per dose. At the latter
price, Central America's potentizl annual consumption would fluctuate
between 50,000 and 100,000 dollars.

The question arises whether an industry for the manufacture of
vaccines, serums, bacterins, ete. could be established on a production
basis of 5 million doses at a price level low enough to effect the
consumption of this volume. A laboratory for the production of
biclogical drugs must be adequately equipped to prepare high quality
products. This involves investment not only in appropriate production
equipment but also in control facilities and skilled professional staff.
Control facilities and skilled staff would be just as necessary in a
relatively small-sized plént as in large-scale production. Animals,
.stables, pastures, etc. are also necessary. Fixed investment for a
laboratory of the size indicated above, excluding the livestock and
other facilities required, is estimated at between 5C,000 and lOp,OOO
dellars.

If a Central American laboratory could produce so cheaply that
the average price was 1 to 2 dollar cents per dose, annual sales would
reach a value of 50,000 to 100,000 dollars. As the plant would be
rather small, however, this is not likely to happen.gé/ Conversely, if
prices were very high, consumption would be curtailed. It is necessary
therefore to delve very thorougilly into the question of prebable
production costs ard the best price level both from the producer's'and'
from the consumers' points of view. Production would face good market
prospects if costs could be made substantizlly lower than the present
import price level and not much higher than the price of 1 to 2 dollar
cents per dose already mentioned. It should also be borne in mind that
even veterinary medicines are sold on the basis of a product's prestige
and that the buyer's confidence in a trade-mark plays a major role in
his choice of brands. A new laboratory may not win such confidence for

many years.

__/ Two highly qualified speclalists alone may cost as much as 24,000
dollars annually.

/In the
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In the light of these preliminary considerations, therefore, it
seemns advisable to examine the following alternatives, in addition %o
the possibility of establishing. an independent laboratcry for the
production of weterinary biological drugs: . ,

. (i) Utilization of established veterinary laboratories in
Central America for the production of a number of veterinary biological
products on an experimental scale and with specialization, with a view
to eventual small-scale commercial production in accordance with the
recomnendations of the Internationzl Regional Organrization of Agricultural
Health Services. ,

(ii) Arranging with a well-known drug company for the
establishment of a branch factory in Central America. This arrangement
would reduce the investment required since the main office could assume
responsibility for a major part of the control operations, which are
very costlj. Thus it would be unnecessary to invest in some of the
more. expensive equipment - like hydrolyzation equipment - and some
semi-finished products could be imported in bulk. The volume of sales
would expand because the line would include some products which are
consumed in such small quantities in Central America that it would be
uneconomic to produce them in the area but which could be imported from
the main factory in bulk and packsd locally. Foreigr experts would be
sent as required and would nolt constitute part of the permanent staff.
Under an arrangement of this kind the problem of creating confidence
in a line of unknown products would not arise.

(iii) Establishing a pecking and distribution orgdnization to
import established brands in bulk from the least expansive source. In
the interest of greater efficiency, the organization would buy wholesale
in order to enjoy the advantages of standard. quality and of discounts
for large purchases, but it would keep stocks and arrange distribution
in each of the main consumer areas.

(¢) HMenufacture of biolegical products for human use

The manufacture of vaccines, serums, antitoxins, ete, for human
use does not differ. essentially from the preparation of veterinary

pfoducts nor does it require different equipment. If a laboratory for

/the production
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the production of veterinary products were established ~ either
independently or as a branch of some foreign company - some basic
biological drugs for human use could also be manufactured, for
instance for diphtheria, smallpox, tetanus and hydrophobia. From the
economic aspect, it does not seem expedient to establish a separate
factory for the production of bioclogical drugs, vaccines and serums
exclusively for human use in Central America. Penicillin manufacture
is another matter and could bé initiated independently so long as a
guaranteed market exists for the output of 2 minimum economic-sized
factory. As was already indicated, a population of 1C million inhabitants
could consume from 10,000 to 15,000 million units daily. According to
the experience of the Industrial Development Secticn of the United
Nations Techmical Assistance Administration, penicillin plants have
operated successfully at widely different capacity levels including the
relatively small scale mentioned above. This is possible owing to the
fact that small amounts of penicillin can be produced economically as
a part-time operation. If, for example, other biological drugs are
produced requiring animal and biological tests, equipment for the.
preparation of clinical products and containers and packing facilities,
penicillin can be produced economically on a small scale. This
operation demands a high degree of technical efficiency. Conversely,
if a plant is established exclusively for penicillin preduction with
its own special services and full-time technical personnel, output
capacity must be larger in order to cover operational costs. In a plant
recently established in India, for example, it was estimated that output
would have to rise to about 30,000 million units daily for the selling
price to compete with world market prices for penicillin sold in bulk.
It is possible, however, to operate on a smaller scale successfully if
the same plant also packs the product in small doses for retail
distribution. The high cost of manufacturing peniciilin in bulk is
offsel by the profit obtained from packing.

A penicillin plant capable of producing 10,000 to 15,000 million
units daily would cost about 800,000 dollars, although much would depend

Jon building
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on building costs in the area selected. For successful operation,

some of the raw materials must be locally available., It is likely

that two of the main raw materials, milk sugar 27/ and corn steep
water, could be produced in Central America. Solvents for the recovery
process, absofbing coal, phosphates, etc. would have to be imported.

The above considerations show that only after detsziled study it.
will be passible to conclude whether penicillin can be produced in
Central America, eilther as an indiwvidual project or in combingtion
with the production of other biological drugs. Consideration should
undoubtedly be given to the possibility of importing penicillin in bulk,
which can be obtained very cheaply and of packing it in Central America.
It is significant that Mexico has abandoned the production of penicillin
in bulk in favour of the aforementioned system. On tke other hand, the
United Nations Technical Assistance Administration is building a pericillin
factory in Chile, where the population totals less than 10 million, but
this factory is linked with other activities which will absorb part of
the outlay on services and personnel. .

(d) Preduction of containers

As stated above, the production of biological'drugs would be
difficult if the containers had to be imported. It is therefore
advisable to explore the possibility of manufacturing ampoules, flasks
and smell bottles locally.

Containers for most biological drugs have to be made of neutral
glass. This kind does not produce alkaline reactions in a water solution,
which might precipitate the drug. Neutral glass would have to be
imported in the form of tubes to feed the machines manufocturing flasks and
ampoules.

An ampoule-making machine may manufacture many sizes. The most
common are 10 cc (4O to 50 per cent of total outputi, 5 cc {20 per cent)
and 2 ce (15 per cent). An Eisler machine has the following capacity:

27/ Obtained from whey.
/Size of
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Weight of a/

Size of Hourly production Total weight
ampoule output per hour of glass

(ce) (units) (kgs.) (kgs.)

2 850 2.8 3.6

500 ' 5.0 : 6.4
10 420 8.0 10.2

a/ Including 25 te 30 per cent waste.

On the assumption that the mdchine produces all three sizes in the
following proportion: 50 per cent - 10 ce, 25 per cent - 5 cc and 25
per cent -~ 2 cc, total output for an eight-hour shif't would be
approximately as follows:

Size Units
10 cc 2,000
5 cc 1,000
2 ce 1,000

This is equivalent to 1.2 million ampoules in a 300 day year, which
is the capacity of the machine for all three sizes in the proportions
indicated. To obtain a rough idea of the number of ampoules reguired,
it may be assumed that they will all be employed for the saline solution
used with penicillin. If the penicillin is packed in 300,000 unit doses,
more than 30,000 ampoules would be needed daily for the saline solutien
accompanying the 10,C00 million units estimated as the ﬁotential daily
consumption of 10 million inhabitants. Therefore, whether peniecillin is
packed or produced in Central America, the market would be more than
large enough to support the economic production of ampoules. -

A machine for the manufacture of pharmaceutical containers - up to
50 ce - for crystalline products, vaccines and serums, produces about
800 flasks hourly, or 6,400 daily and 1.9 million annually. Under the

28/ In practice a machine would operate for longer periods for each size.

Jconditions previously
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conditions previously postulated, Central America's livestock population
would in future require about 5 million annual doses of vaccines, serums,
bacterins, ete. On the assumption that flasks containing 10 doses of
5 ce each were used, annual reguirements would total 500,000 flasks of
50 cc approximate capacity. Including the flasks required for crystal-
lized penicillin (30,0C0 daily or ¢ million annually), a total volume
of consumption is obtained which, from the point of view of the market,
would justify the manufacture of flasks in Central America.

In conclusion, the manufacture of biological drugs for human use
is s highly specialized and complex process. Owing %o the relatively
small size of the Central American markets, the only economic organization
would be a flexible one which used its personnel and equipment for the
manufacture of a variety of such products. The following two alternatives
should be considered: negotiating with a foreign company for the
manufacture of such products in Central America, or establishing an
independent local enterprise for the purchase, packing and distribution
of the products. The manufacture of ampoules and flaské seems feasible

and may be economic.

6. Ink and allied products

The production of ink'and allied products affords a good example of a
small industry which requires relatively little investment and which
could supply the entire Central American market. The main products of
this industry are: printers' and writing ink, carbon paper and typewriter
ribbons.

(a) Printers' ink

Total consumption of printers! ink in Central America during 1954
is estimated at 180 tons (see table 12). In the three countries for
which complete data are available, total consumption rose by 61 per cent
between 1947 and 1954, or at an average raté of 7 per cent annually.
The import value shows no definite trend on account of the fluctuating
proportion of newspaper ink, which is the least expensive, in relation
to more costly kinds. According to the experience of other countries

under similar conditions, consumption of printers' ink will continue to

/expand at
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expand at a still higher rate as illiteracy decreases and as a greater
number of children receive education. An average rate of increase of
7 per cent will be postulated for the purposes of this report.‘ On
this basis, estimated consumption would rise to 220 tons by 1957 and
400 tons by 1966.

Table 12

CENTRAL AMERICA: IMPORTS OF PRINTERS! TIK

Costa El Sal- Guatema= Hondu= Costa £ Salva~ Gua- Hondu-
_ Rica vadora/ la ras  Rica dor temala ras
Year e
(Tons) "~ (Thousards of dollars, Ceiefe)

1937 13 see 13 ) ase 7 PRES 8 ten
1938 14 s 15 ere 5 boe 10 e
1939 19 see 11 ere 8 - 8 .o
1940 16 et 14 ess 7 s 10 cue
1941 18 ... 16 b 6 12 1
1942 18 e 14 ) in s 7 3
1943 17 PP 19 6 10 ess 16 L
1944 15 e 156 3 7 een 12 3
1945 23 von ves 5 10 ace vee 5
1946 27 tew .ae b 2 PN res 5
Lo47 20 aes 35 6 15 voae 32 8
1948 21 - 22 . 7 28 san 20 9
19L|-9 20 see 32 3 lé Coanw 3.1. 8
1950 34, L2 8 20 . 7l 7
1951 32 . e L5 9 24 ves 45 13
1952 8 cue © 35 14 25 o oe 25 21
1953 47 58 36 12 34 36 3C 13
1954 34 69 51 13 23 38 L 7

Source: Bconomic Commission for Latin sfmerica, based on Central imerican foreign

Notes

Trade Statistics.
Nicaraguan statistics do not record imports of printsrs! ink separately

g/ Since 1953 imports of printers! ink have been recorded separztely.

/Cn the assumption
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On the assumption that 10 per cent of the consumption level would
comprise speclal inks which have to be imported, estimated consumption
of locally manufactured printers' ink would total 200 tons in 1957
and 360 tons in 1966.

(b) Writing ink

An estimated 110 tons of writing ink were consumed in 1954 in
Central America (see table 13). The aggregate for three countries
increased by 24 per cent from 1947 to 1952, which gives an annual rate
of 3 per cent, slightly higher than the rate of increase in school
enrollments About 20 per cent of the population is of school age, but
only about half, or 10 per cent, actually goes to school.

Table 13
CENTRAL AMERICA: IMPORTS OF WRITING INK

Country 1947 1948 1949 1950 1951 1942 1953 1954
(Tons)

.Costa Rica 20 13 10 20 20 21 vea 27
Guatemala 24 26 17 28 18 23 10 30
Honduras 15 .20 7 12 12 2y 14 16
Nicaragua cen oor con 15 9 13 13 16

(Thousands of dollars ¢.i-f.

Costa Rica & 5 10 g 10 see, 15
Guatemala 8 9 7 12 9 11 14 14
Honduras 7 B 5 7 7 13 8 9
Nicaragua vee cee o 9 5 g8 8

Source: Economic Commission for Latin America, based on Central American
foreign trgde statistics, No data ave available for EL Salvador.

/On this basis
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- On this basis, consumption of ink would be 120 tons in 1957 and
160 tons in 1966; of this amount, about 10 per cent (special inks)
would have to be imported, leaving 110 and 140 tons, respectively.
Writing ink is imported mainly in glass bottles, which account for
two~-thirds of the total tonnage. The market for locally produced ink
would therefore total 36 tons in 1957 and 46 tons in 1966, or 36,0C0
and 46,000 litres respectively.

(c) Carbon paper

Consumption of carbon paper in Central America is estimated at
about 45 tons for 1954 (see table 14). In four countries consumption
has expanded by 85 per cent in. seven years, or 9.5 per cent annually.

Cn this basis, consumption would rise to 60 tons in 1957 and 135 tons

in 1966; the market for regionally manufactured carbon paper - on the
hypothesis that imports cover 10 per cent of requirsments - would absorb
54 and 120 tons respectively.

Table 1k
! ' R '
CENTRAL AMERICA: TMPCRTS OF CARBOX FAPER

Country 1947 1948 LSLG 1950 1951 1952 1953 1954
{Tons)
Costa Hicsa A 6 6 6 7 8 ree 8
El Salvador 5 7 5 6 10 10 7 10
Guatemala 7 10 9 9 4 8 9 13
Honduras 4 2 b 5 5 7 6 6
(Thousands of dollarsy Ceiofe)

Costa Rica 9 12 13 11 16 17 e 17
El Salvador 8 13 10 11 22 23 16 23
Guatemala 15 21 19 19 13 1 21 33
Honduras 7 7 13 14 14 21 16 17

Source: Economic Jommission for Latin America, based on Central American foreign
trade statistics. No data are available for Nicaragusa.

/(3) Typewriter
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(d) Typewriter ribbons

Import statistics for typewriter ribbons are available for Costa
Rica only. As a conservative estimate, however, consumption in Central
America totalled from 15 to 20 tons in 1954 and is growing at a rate
of 2.5 per cent annually on the basis of typéwriter imports (see table
15). 1If these figures are reliable, by 1957 consumption will have
“risen to 19 tons and by 1966 to 23 tons. Assuming thas impofts account
for 10 per cent, 17 and 21 tons fespectively would have to be covered
by regional production.gg/

Table 15
CENTRAL AMERICA: IMPORTS OF TYPEWRITERS

Country 1947 1948 1949 1950 1951 1952 1953 1954
(Tons)
Costa Rica 21 23 18 22 34 2k 27 36
El Salvador 22 22 14 26 L6 27 31 L6
Guatemala a 40 53 54, Lh 68 L6 57 39
Honduras b 56 30 17 27 29 L0 41 33
Nicaragua 13 9 6 18 8 11 21 27
Total 152 137 109 137 185 148 177 181
‘ {Thousands of dollars, e.i.f.)
Costa Rica 93 108, 76 100 168 132 152 186
El Salvador 92 104 69 126 229 147 174 241
Guatemala a/ 163 248 218 200 294 188 261 173
Honduras 90 191 131 152 236 355 314 315
Nicaragua 72 63 46 151 60 90 161 194
Total 510 714 540 729 987 912 1,062 1,109

Source: Economic Cormmission for latin America, based an Central American
Foreign trade statistics.

g/ Including typewriters, unspecified portaﬁle typewriters with cases;
multigraphs, hectographs and other reproduction equipment.

b/ Including spares, accessories, ribbons, etec.

29/ If the tonnages are converted into units (at a rate of 16 reels
per kilogramme), about 270,000 reels will be produced in 1957 and
335,000 in 1966.

/To sum up,
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To sum up, the market for the production of ink and allied
products in Central America in 1957 and 1966 would be approximately
of the size estimated in table 16.

Table 16

CENTRAL AMERICA: ESTIMATED FUTURE MARKET FOR LOC.LLY PRODUCED
INKS AND RELATED COM{ODITIES

———

1957 1566

Commodity - h q

Tons Thog;ands Tons T oggan s

dollars a/ _ dollars &/

Printers! ink €0 140 390 250
Writing ink 36 55 L6 70
Carbon paper gl 130 _ 120 250
Typewriter ribbon 17 75 21 <0

a/ At import prices for 1953-54, The estimate for the production of writing ink
includes the value of containers.

On the basis of the previous considerations, a factory starting
to operate in 1957 would have the following daily output (300 days a

year):
Printerst! ink 650 xilogrammes
Writing ink 120 litres
Carbon paper - 180 kilogrammes

Typewriter ribbons 1,000 reels
A factory of this size is considered to be ecoromic. The
, m;nufacturing process for different products requires the same
machinery for several operations. Pigments are ground and mixed with
a dispersion agent. They are diluted to make writing ink, mixed with
wax and applied to paper for carbon paper and spread on fabric to make
typewriter ribbons.

Such a factory would require fixed investment of between 70,000
and 80,000 dollars with working capital and stocks valued at
approximately 80,000 dollars. From 25 to 35 workers would be required.
Under good market conditions, investment might be recovered over a

period of 6 to & years.
/Caoice of



E/CF.12/422
(8/C11.12/CCE /33 /Rev.2)
Page 139

Choice of site would depend on facilities for.transporting rauw
materials and distributing finished products. In the early stages
at least, most raw materials would have to be imported; in time, some,
like resin, could be locally produced at an acceptable standard of
quality. The value added is so high in this industry (50 to 52 per
cent from 1949 to 1950 in the United States) that the disadvantages
of importing raw materials might be offset. Cuban and lexican
industries of this kind operate successfully with imported raw materials.
A temperate climate is preferable, because under tropical
conditions refrigeration is essential for the application of wax to

carbon paper and for storage.

7. Welded tubing

No definite trend is observable in the apparent consumption of welded
tubing in Central America between 1947 and 1954 (see table 17). This
may be due to the fact that during the period in question supplies were
occasionally restricted and the delivery periods were long so that
purchasers accumulated stocks out of proportion to immediate demand.
Tubing, however, constitutes an important item in aggregaté'Central
American purchases. An annual average of 23,000 tons, worth 3.6
million dollars, was imported from 1947 to 1952.

Tf a Central American tube factory were to be established, it
would probably specialize in the 1/2 to 4 inch sizes, larger kinds being
imported. According to Guatemala's import statistics (which report
separately on tubing under and over 3 inches), the smaller sizes
accounted for 55 per cent of total imports. If 4 inch tubing is
included, the proportion might rise to 65 per cent. If this figure
is applied to Central America's average consumption, it may be assumed
that out of 23,000 tons of tubing 15,000 tons consisted of 1/2 to 4
inch sizes; 1f 20 per cent of this volume had to be imported for those
areas which will be unfavourably situated with respect to the regional
- factory, the market would absorb 12,000 tons of locally produced tubing
-annually.

/Table 17



E/CN.12/422 .
(E/CN.12/CCE/33/Rev.2)

Page 140
Table 17
CENTRAL AMERICA: IMPORTS OF IRON AND STEEL TUBING
Country 1947 1948 1949 1950 1951 1952 1953 L1954
(Tons)
Costa Rica 18,904 2,871 3,821 1,456 2,862 3,073 5,686 55075
Fl Salvador 521 1,160 1,280 = 1,252 1,937 1,250 1,276 3,021
Guatemala 2,901 2,028 L,782 5,89, 3,079 2,882 6,536 4,139
Honduras 7,406 14,000 9,000 6,000 8,000 26,000 16,008 25925
Nicaragua 1,005 712 1,133 705 898 1,384, 1,451 1,628
Total 30,737 20,801 20,016 15,307 16,776 34,00 30,957 16,788
(Thousa.nds of do:'.la.rs, crniefv) .
Costa Rica 2,769 555 723 310 557 538 1,061 843
El Salvador 159 313 116 306 547 LOT 334 733
Guatemala 3/ 521, 472 1,068 982 710 631 1,13 785
Honduras 670 2,301 1,518 9l2 1,114 2,633 2,604 8L
Nicaragua 290 193 327 191 355 480 L15 501
Total Ly 4OG 3,834 4,052 2,701 3,283 L,689 5,545 3,646

Sources Economic Comnission for Latin America, based on Central

smerican foreign
trade statistics. .

g/ Including unspecified pipes and tubes of over and under 3 inches internal dia=-
meter., Imports of the latter in tons were as follpws:

1947: 2,184 1948: 1,185; 1949: 3,548; 1950: 3,164; 195L: 1,78k; 1952: 1,059
1953: 1,938,

Since import serles are too erratic to be used as a basis for any
conclusions or projections, no annual increment in future consumption
hgs been taken into account. Consﬁmption of tubing is undoubtedly
linked to building activities and therefore cement consumption could
serve as a guide as regards fubure demand for iron and steel tubing.
Apparent cement consumption seems to rise at a rate‘of 10 per cent
annually; but in the absence of definite figures, it seems preferable
to work on the basis of the above mentioned minimum consumption,

namely 12,000 tons annually. This is a reasonable volume for a

/tubs-menufacturing
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tube-manufacturing wnit. Machines for making 1/2 to 4 inch tubing
can manufacture 40 tons per 8 hour shift. This machinery requires
considerable ancillary facilities for cutting, cleaning, ete. and,
according to the site, it may also need its own generating equipment
on account of its high rate of energy consumption.

Water pipes, particularly in hot climates, must bz galvanized to
make them corrosion-proof. This may be done through electrolysis or
immersion in smelted zinc. The electrolytic process raquires much
less investment, but the tubing can only be coated on the outside.
High-grade tubing is therefore given a "hot bath" i.e. a zinc bath
to protect both the inside and the outside of the tube. .

Fixed investment for a plant of this size would bte distributed

more or less as follows:

Dellars

Equipment for the manufacture of

tubing (including awdliary :
machines and a 500 kW generator) 320,000
"Hot bath" galvanization plant

(25 tons per shift) 30/ 80,000
Buildings 70,000
Total fixed investment 470,000

An alternative solution could also be considered; since aboub 75
per cent of the normal sales volume comprises 1/2 to 2 inch tubing
(including conduit tubes) and 25 per cent is made up of 2 to 4 inch
31/

tubing. Since cheaper equipment can be used to manufacture 1/2 to
2 inch tubing, a careful study should be made of the relative advan-—

tages of specializing in this smaller range of production as compared
with the advantages of a larger output to supply a greater proportion
of the market, for which more costly equipment would have to be

installed.

30/ Working in two shifts to handle the entire output of the tube-
producing machine.

31/ According to the experience of Mexico's iron and steel tubing
industry. '

/8. Fishery
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8. PFishery industry

Strietly speaking, the fishery induétry‘cannot be classified among
Central America's potential integrated industries. Tt is necessarily
an industry of scattered units, and the perishability of its products
(unless they are preserved)restricts the activities of each production
unit. But there are some important aspects which can better be dealt
with on a regional level and they will be discussed in this report.
The main characteristic of this industry, and one of the reasons why
it islincluded in the report, is that it can operate entirely with
local raw materials which are plentiful and easily utilized.

Two salient and conflicting characteristics are observable in
Central America's fishing industry: on the one hand, fishery resources
abound on the Pacific and Atlantic seaboards, and, on the other, per
capita consumption in Central America 1s very low.

A great deal of information is available on the {irst aspect.

The United States Depértment of the Interior 2@/ carried_out an
extensive survey and other reports are available for individual Central
American countries. All these studies show that, although the fishery
resources of the region are not remarkable, a fishéry industry on a
much larger scale than at present could be established, able to satisfy
a higher level of regional consumption. The resources available also -
appear sufficient for an industry producing tinned and salted fish,
fish meal and fish oil, leaving an exportable balance. The Pacific
coast seems to be a relatively more productive fishing area than the
Atlantic side, but the latter should by no means be disregarded in
connexion with fisheries development.

Despite this wealth of potential foodstuffs and industrial raw
materials, Central America's fishery resources have hardly been touched.
Table 18 shows fish imports, exports, production and apparent consumption

in Central America.

32/ See Fiedler, Reginal H., et al.: The Fisheries and Fishery Resources
of the Caribbean Area, United States Department of the Interior,
Washington, 1947.

/Table 18
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Table 18
CENTRAL AMERICA: APPARENT CONSUMPTION OF FISH
(Tons)

_ ' Apparent
Year Imports Exports Production . ggggﬁmp”
1945 655 864, 1,727 1,498
1946 . : : 593‘ _ - 1,613 25452 1,437
1947 1,L58 3,222 4311 - 2,547
1948 1, 360 3,771 5,059 2,648
1949 2,259 Ly211 : 551169 3,517
1950 3,123 L,602 5,861 L, 382
1952 23 547 1,107 25470 3,910
1953 3, 350 ’ L12 1,739 L, 677
195!4- 3,867 l+68 L sve

Source: For imports and exports: Central American official trade statistics; for
production: FAO, Yearbook of Fishery Statistics, 1952=53, Gosta Ricals pro-
duction was calculated by adding the cateh estimated 0 have been consumed
in the country to the export figurss.

Although fish consumption rose from 1,498 tons in 1945 to 4, 677
tons in 1953, at an average arnual rate of about 15 per cent, the
latter figure implies a per capita consumption of ornly O0.54 kilogrammes
annually. This level of consumption merits some examination. |

(i) & per capita consumptioﬁ of 0.54 kilogrammes does not

reflect the true state of affairs, since Costa Rica's consumptidn :
(1.3 kilogrammes in 1947) is disproportionately high for Central America,
while Guatemala, Honduras and Nicaragua (0.1 te 0.2 kilogrammes in 1947)
register much lower levels. '

(ii) Consumption figures vary considerably within each country.
Some sectors of the population consume large amounts of fish, while
others do not consume fish at all.

(iii) A small consumption of fish does not necessarily imply

low nutritional levels, since animal proteins may be obtained from meat.

/But aggregate
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But aggregate consumption of animal proteins in Central America is
considered to be very inadequate and hence it would be desirable to
increase fish consumption. _

(iv) The imports showm in table 17 refer mainly to tinned
and salted fish. If such imports were replaced by home products,
local fish production would have to expand approximately to twice the
tonnage imported in order to yield the same food value.

Table 19 shows comparative figures for per capita fish consumption

in selected countries. According to the table, many countiries, under
conditions which do not differ appreciably from those prevailing in

Central America, register much higher consumption levels.

/Table 19
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Table - 19

CONSUMPTION OF FISH AND FISH PRODUCTS IN SELECTEL COUWTRIES

(Kilogrammes é/per' capita per anmum)

Country Pre-war 74 ‘ 1947

Latin America:

Argentina L.5 3.8
Bolivia 0.4 Oul ¢/
Brazil 3.0 2.9
Chile TeR 11.2
Colombia 0.3 0.3
Costa Rica 1.4 1.3
Cuba 5.2 - 5.9 %?
Dominican Republic 1.4 1.4
Ec¢wador 0.8 0.8
El Salvador 0.1 0.8
Guatemala 0.1 0.1
Haiti 1.6 0.7
Honduras 0,2 0.1
Mexico C.h 1.7 E/
Nicaragua 0.2 0,2
Panama 3.2 2,1 e/
" Paraguay 0.3 0.3 £/
Peru 0.9 3.1 =
Uruguay 1.9 2.3 ¢/
Vpnezuela 5.9 14.9

Other countries:

Jamaica - 40.0 E;
Norway cea 25.0 2/
United States .o 5.0

——p—

Source: FiO, Tisteries Bulletin and Zrevovck of Fishory Stotistics

(sele:ﬁ:c v3ars), and Urited Suates Derarhuens of the Lnterior,
The Ficheries and Fishery Hesources ot the Carilhecn Area,

a/ Most of these figures are provisional estiurtes, Subsistance consumption
is not included, Data on salted or tinned fish, etc. have not been con-
verted. '

b/ Mainly 1935-39 average.

¢/ Thé production firure was uoed for the period April. 1948 to March 1949.

q/ 1947-48.

Imports in 1947 were higher than usual,

_/ Since--tinned fish expoits have not been converted inte fresh fish equl—
valents, the indicated volume may be too hlgh, .

g/ Estimate,

/ Among the
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Among the Central American countries, Costa Rica is by far the
main consumer, exporter and importer of fish products {see tables 20,
21 and 22), although a remarkable increase in consumption was observable
from 1945 to 1953 in El Salvador. The most significant conclusion to
Ee derived ffom the'taBles, however, is that aggregate fish imports
represent a value of 1.7 million dollars despite the low level of
consunmption.

Table 20
CENTRAL AMERTCA: APPARENT CONSUHPTION OF FISHE/

194 5 " 1953
Country Tons Percentage Tons Percentage
Costa Rica 553 36.9 1,613 3445
ELl Salvador 278 18,6 1,168 25,0
Guatemala 35C 23,4 1,024 21.9
Honduras 155 16,3 552 N.4
Nicaragua 162 10.8 340 7.2
Total 1,498 100.0 4,677 100.0
Source: Economic Commwission for latin America.
a/ Provisional estimate.
Table 21
CENIRAL AMERICA: I#PCRTS OF FRESH AND PRESERVED FISH
Country 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954
(ons)
Costa Rica 254, 263 578 L85 - 568 808 722 g7l 1,013 1,083
El Salvador 78 85 276 198 731 942 855 637 806 1,103
Guatemala 200 145 3730 h22 724 996 869 582 825 899
Honduras 61 66 96 182 166 238 321 322 463 510
Nicaragua 62 39 135 73 70 139 142 135 243 272
Total 655 598 1,458 1,360 2,259 3,123 2,909 2,547 3,350 3,867
(Thousands of dollars, c.i.f,)
Costa Rica 96 145 287 278 256 266 248 LO7 517 451
El Salvador 32 59 175 117 317 351 420 340 L54 538
Guatemala L8 77 253 250 333 295 284 227 316 334
Honduras 28 39 82 146 122 132 151 166 242 258
Hicaragua 37 32 143 67 58 _._95 77 83 __147 _ 142
Total 241 359 940 85¢ 1,086 - 1,139 1,180 1,223 1,676 1,723
Source! FEconomic Commission for Latin America, based on Ceatral Haerican foreign

trade statistics.

Comprises items O

Al

-01-01, 032~0L-08 of the NAUGA

/Table 22
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Table 22
CENTRAL AMERICA: EXPORTS OF FRESH AND FRESERVED FISH

Country 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954
(T ons)
Costa Rica 877.7 1,601.8 3,210.9 3,758.9 4,169.0 4,551.0 1,386.2 1,069.9 339.0 395.0

Bl Salvador
Guatemala
donduras

Nicaragua

Total

Costa Rica
11 Salvador
Guatemala
He nduras |

Nicaragua

Total

0.3

2,5

0.3

11.0

0.7

9e5

G.5

1l.2

- 1.0 1.8  1lL.1 38.1 28.5
- 0.3 - 0,1 1.1 2.1
42.3  49.6  37.4 25.8 27.5 40.9
- - - 0.3 3.0 1.1

883.5 1,613.1 3,221.1 3,770.6 4,211.3 4,601.9 1,425.4 1,107.2 408.7 467.6

(Thousands of dollars, c.i.f.)

297.9 513, 921.2 808,1 - 64.3 299.5 238.9 98.9 175.0
O:l 0.3 Qo2 0.1 - 0.1 0.3 0.6 4.5 5.8
B} - , - . - - - 0 L
0.7 2.0 2.2 2.6 6.2 T4 9.8 5.5 9.1 16.2
i} B, _ - - - - 0.2 2.6 1.4

516.,2 923,6 810.8 6.2 71.8  309.6 245.2 115.2 199.8

298.7

Suurce: Leonomic Commission for Latin America, based on Central American fereign
trade statistics,

/When demand
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When demand is extrapolated on the basis of apparent consumption
in 1945-53, according to the minimum sdquares method, the figure of
10,000 tons is obtained for 1965. By that year Central America's
population will have grown to 12 million, and per cszpita fish
- consumption will have reached the levei of ©.83 kilogrammes, which is
still very low. To develop the fishery industry and raise the standard
of consumption, it would be necessary to eliminate numerous obstacles,
such as: (a) the small size of the industry, which uses inadequate
methods and equipment; (b) lack of adequate distribution channels; and
(¢) insufficient consumption.

In 1950, the number of fishermen in the whole of Central America
totalled 2,230, which means that each one suppiied fish for almost
4,000 inhabitants. During the same year production per fisherman
amounted to 2.6 tons. Most of the fishing fleet is made up of canoes .
Low productivity in this industry is mainly attributable to inadequate
fishing methods and gear, with which it is impossible to exploit the
best fishing grounds which often lie far offshore. In addition, during
the time it takes a canoe to make one trip, a motor-boat, however small,
could make several trips to the fishing grounds. Modern sounding
equipment provides complete information about the sea bottom and even
indicates the position of fish. Bubt motor boats arnd modern gear require
repair and maintenance facilities and mechanics as well as adequate
landing facilities, all of which in turn depend on an active market.

Fish must be preserved by refrigeration, canning, salting or
smoking. HRefrigeration and the industrial processing of fish'are often
complementary processes. | | |

Fish on board and fresh fish for local markets is reffigerétedﬁ -
fish waste and export products are preserved by industrial processing.
Fish may also be frozen for export. dnce the fish has been landed it
must be kept at low temperatures and transported to the market in
refrigerated lorries or trains. Refrigeration facilities must also be
available in sales outlets. Incomplete refrigeration, that is, when

refrigeration facilities are-available at some but not all stages of

/distribution, is
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distribution, is worse than no refrigeration at all. The same

standard of efficiency could be obtained in Central America with a
smaller investment by using ice-cooled instead of refrigerated lorries
and railway trucks. But this requires ice, the high price of which has
contributed to the high cost of fish to the consumer.

-The surplus catch, or the catch for which there is no local
market, can be preserved by canning, salting or smoking. It depends
"largely on the cost of the containers whether canning is economic. It
might be advisable to begin by importing the sides and ends of the tins
for assembly in the region.ég/ In the normal ¢ourse of fishing
operations, inedible fish is often caught which can be converted into
fish meal and oil. Each 10 tons of inedible fish can give more than
2 tons of fish meal, with a value of about 100 dollars per ton.

Finally, a sound fishery industry must be based on a stable
domestic market. The small size of the Central American market is
partly due to traditional eating habits but is also due to the fact

" that fish being in short supply is much more expensive than meat in
most of these countries. Fish prices are as high or higher than in
industrialized countries with highly developed fishery industries and
a2 higher purchasing power. High prices are not caused by excessive
profits reaped by the producer nor high distribution costs but by the
low level of productivity prevailing in the industry.

All phases of the. fishery industry are closely inter-connected.
None is more important than the others. It is not enough to provide
fishing gear; it is also necessary to organize distribution and
stimulate consumption.

On account of the complex nature of the problem, it would be very
difficult at first to establish a fishing industry on a regional scale.
Moreover, only some aspects of the industry lend themselves to
integration. Otners are strictly national. In regard to the regional
aspects, consideration could be given to the building of fishing boats':

33/ See section 1l "Paints and varnishes" for a more detalled discussion
of this question.

/equipped with
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equipped with imported engines and instruments, research into the
production capacity of fishing grounds and the breeding habits of the
species, standardization of fisheries legislation, etc.

The first and most effective step would perhaps be to study the
possibility of initiating a pilot project in the most suitable part
of the region, where the three main aspects of this industry - fishing,
distribution (including preservation and utilization or by-products)
and consumption - could be developed jointly. Careful attention should
be paid to the size and site of the project so that adequate quantities
of suitable species of fish or other sea food may be obtained for
consumption without further processing, for the cannirg industry for
the production of by-products and for export. Consideration should
also be given to the producing capacity of the fishinrg grounds, the
size and potential expansion of the domestic market, the minimum economic
size for canning and fish-meal plants and export requirements.

The project would be useful from the point of.view of integration,

on account of the experience it would provide for all the countries.
If the project were successful, its promoters might establish similar
organizations in other parts of the region. In this context, it might
be advisable that the project should be financed from the outset with
multi-national capital. Costa Rica's attempt to establish a national
fishing industry and El Salvador's recent studies on the organization
of this industry might also serve as valuable experience.

Subject te a thorough survey by qualified experts, the project
described above might be advantageous for Central America and attractive
for investors. The purpose of this note is to draw attention to the
possibilities of utilizing the untapped resources which surround

Central America.

9., Chemical fertilizers

Plants extract substantial amounts of nitrogen, phosphorous and
potassium from the soil during their life cycle and these chemicals
have to be replaced if scil fertility and yields are to be maintained.

Hlence, nitrogen, phosphorous and potassium are the main ingredients of

/the so-called
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the so-called "ready-tiixed" fertilizers, in which varying proportions
of these elements are combined according to the crop and.kind of soil.
When other minerals are lacking in the soil, they are also added to
fertilizers.

Present consumption of fartilizers (see table 23) is by no means
representative of Central America's requirements. Obviously the 75,000
tons consumed in 1954 'are much less than the normal requirements for an
area of the size and ciimatic conditions of Central America. There are
about 4 million hectares of land under cultivation in the area. In
1953-54, 7,400 tons of elemental nitrogen 34/ were consumed in Costa
Rica and 700 tons in Honduras.

Table 23
CENTRAL AMERICA: IMPORTS OF FERTILIZERS

Country 1947 1948 1949 1950 1951 1952 1953 1954
(Tons)

Costa Rica 9,002 9,635 10,827 15.803 21,900 15,283 14,478 27,790
El Salvador 6,583 1,606 5,258 9,367 12,287 10,856 4,081 26,656
Guatemala 9,451 5,829 6,024  L,4h3 9,502 8,366 7,932 10,204
Honduras =~ 10,058 10,793 12,386 12,063 7,271 10,094 7;069 9,566
Nicaragua 29 133 7 140 160 112 369 754

Total 35,113 28,096 34,502 41,816 51,220 44,711 37,929 74,970

(Ti:ousands of dollars, c.i.f.)

Costa Hica 518 675 855 1,456 2,135 1,56 1,512 2,970
El Salvador - 442 133 359 668 - 992 828 689 2,098
Guatemala 395 324 359 369 868 917 860 1,054
Honduras 508 703 980 1,065 841 1,265 980 1,391
Nicaragua 2 7 1 .13 10 14 38 £5

Total 1,865 1,842 2,55& 3,571 4,846 L,590 4,079 7,568

Source: Economic Coimission for Latin imerica, based on Central American
foreign tradec statistics,

34/ See FAO, Food and hgrlcultulal Statistics, 12§g, vhich gives consump-
tion flgures for the two courtries mentioned above only.

JAlthough the
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Although the amounts of nitrogen applied in other Central
American countries are not known, fertilizers seem to be applied on
a very small scale, particularly in view of the fact that the soil
is generally deficient in nitrogen because the tropical rainfall and
the prolonged rainy season in vast areas of the Caribbean coast have
seriously depleted the nitrogen content of the soil. So far as
phosphorous is concerned, a survey recently made in ELl Salvador
indicates that of 241 samples taken throughout the 6ountry, especially
in coffee plantations, &0 per cent showed the phosphorous content to
be deficient.zé/

In order to obtain g reliable estimate of Central America's
fertilizer requirenents, it is necessary to prepare a regional balance
sheet for nitrogen, phosphorous and potassium. The balance sheet
would show what fertilizers are requirsd for the soil since it would
indicate what amounts of the three chemicals are extracted by crops.

Most Central American tariff classifications make no distinction
between the different kinds of fertilizers. It is therefore impossible
to deduce from table 23 what is the proportion of the three chemicals
in total imports. From the point of view of the potential manufaéture
of fertilizers in Central America, however, a different approzch may
be used. The main cause of high fertilizer costs is the high cost of
transport. When importing Chilean nitrates, for exsmple, the farmer
pays for the transport of 15 per cent nitrogen and 85 per cent inert
materials, when all he really needs is the nitrogen. There are two
methods of remedying this situation; one is to reduce the cost of
transport by means of local manufacture and the other is to import.
concentrates, that is, fertilizers containing a high proportion of one
or more basic elements which are later "diluted" by the addition of
local inert materials.

The large-scale production of phosphate and potassium fertilizers
is based on the mining of natural deposits. To date no deposits of this
kind have been found in Central America. In the case of these two

chemicals, efforts should be made to import concentrates. A thorough

35/ See Alfredo Martinez C., "Elementos sobre el fésforo de los suelos",
El café de E1 Salvador, N°s 282-283, June 1955.

/study must
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study must be made to determine the relative cost advantages of _
importing cheaper and more common fertilizers as compared with more
expensive concentrates.

The position is different with respect to nitrogen since it can
be obtained from the air. But the nitrogen in the air must first be
"fixed", In order to be applied to the soil and absorbed by the crops,
it must be combined with another chemical. In modern practice, nitrogen
is fixed by causing it to react with low-cost hydrogen, which produces
ammonia. This process is economic only when hydrogen is really cheap.

There are many sources of hydrogen but only two seem practical in
Central America: (a) electrolysis of brine and (b) hydrogen obtained as
a by-product from the manufacture of high-octane rectified petrol.
The first process has the advantage that caustic scda and chloride are
also produced. In turn chloride can be used for the manufacture of
bleaching’powders, insecticides, etc., But it is doubiful whether this
system can be employed economically at relatively low capacity levels
and in the‘abéénce of a large market for caustic soda ahd chloride,
since for each kilogramme of hydrogen released by electrolysis, 44
kilogrammes of caustic soda and 35 of chloride are obtained as byhprodudts.
For the manufacture of 10 tons of ammonia, 1.77 tons ‘of hydrogen are
required, the production of which yields 78 tons of caustic soda and
62 tons of chloride. Unless these chemicals could be sol& at a profit,
hydrogen manufaciured by electrolysis of brine would prove to be too
expensive for the production of ammonia.

The second method naturally presupposes the execution of the petroleun
refining project. Petrol obtained from direct distillation is frequently

rectified to improve its efficiency in the engine, measured in octanes.

36/ Central America's imports of caustic soda in 1954 totalled 3,453 tons.
It is generally imported as a solid. An electrolytic plant producing
soluble caustic soda could probably not solidify it cheaply enough to
competé with imported caustic soda, and transport costs for the liquid
would be too high under Central American conditiomns. Yet if a good
narket were available for chloride, for example in a pesticide industry,
there might be a sound economic case for the manufacture of hydrogen
by electrolysis.

/The rectifying
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The rectifying process consists of partial cracking 2Z-/'wl'r.‘u:h releases
hydrogen as a by-product. The hydrogen thus obtained would be cheap
and the ammonia plant should therefore be situated near the refinery.

To have a rough idea of the possible capacity of an ammonia
plant, it may be assumed that the annual production target is 50,000
tons of ammonium sulphate. In theory, 15,000 tons of anhydrous
ammonia are necessary to manufacture that volume of sulphate, that is,
a nitrogen fixation plant with an effective daily capacity of 50 tons
of ammonia. |

Once processed, ammonia can be used in its pure state or cohverted
into ammonium salts. The use of anhydrous ammonia as a fertilizer
directly applied to the scil is a recent development, the main
advantage of which consists in the low tonnage to be transported.

One ton of ammonium sulphate contains 20 per cent nitregen, while one
ton of anhydrous ammonia contains 85 per cent. The disadvantage of
this methed is that it requires special facilities for storage,
transport and application, but it seems to be one of the most promising
solutions to the problem ofureducing fertilizer costs and should be
carefully examined.

The classic method of producing ammonium sulphate is to treat
ammonia with sulphuric acid. Unless sulphuric acid is also manufactured
(as it must be if superphosphates are to be produced), it seems
advisable to use the modern method of treating ammonia with carbon
dioxide and gypsum, both of which are obtainable in Central America.

A fertilizer factory could also manufacture superphosphates using
imported phosphate rock.ég/ The process consists of treating phosphate
rock - in which the phosphorous is not readily soluble — with sulphuric
acid. The resulting superphosphate contains scluble phosphorous which
is easily absorbed by crops. Manufacture of superphosphates is

economic only when the plant also produces its own sulphuric acid.

37/ See section 2 "Petroleum refining", in this chapter.
38/ Most superphosphate plants use imported phosphate rock.

/Unless adequate
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Unless adequate svlphur deposits can be mined in Central America, it
would be preferable to import it, possibly from lexico, for the
manufacture of acid. |

Some proportion of the factory's nitrogen and phosphorous
requirements could be covered with local raw materials such as bones,
dried blood, fish meal and oil-seed cakes. ,

Finally, a fertilizer plant must have mirxing equipment in order
to prepare the formulae required for different crops and kinds of soil.
In brief, the establisiment of a fertilizer plant depends on
many factors yet to be determined. It is therefore impossible, until

further study is made, to decide on its feasibility. The present
situation mey be summed up as follows: o

(a) A detailed analysis of present consumption of fertilizers
by types is required.

(b) In order to determine the fertilizer requirements of the
regioh it would be necessary to draw up a balance sheet for nitrogen,
phosphorous and potassium.

(¢) Bven if the previously menticned surveys reveal -~ which is
likely - that there is a market for fertilizers large enough to Warrant
regional production, nitrogenous fertilizers could not be manufactured
sconomically unless there is a cheap source of h&drogen, for instance
from petrol rectification.

(a) Tt might also be possible, depending on the size of the
market, to set up a superphosphate plant producinz its own sulphuric
acid. If it proved inadvisable to adopt the nitrogen fixation process
for the production of ammonia, the plant could import anhydrous ammonia
and treat it with'Sulphuric acid to obtain ammonium sulphate and
superphosphates. |

(e) The plant should have mixing equipment which could use
a small proportion of local raw materials such as dried blood, bones,
oil-seed cake, fish meal, etc.

In view of' the many unknown and variable factors involved, it is

impossible at the moment to estimate investment requirements.

/10. Insecticides
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10. Insecticides and fungicides

Insecticides and fungicides can be classified in two major groups:
organic and inorganic. The former includes modern insecticides such
as DDT, BHC, toxaphene, chlordane, etc. There are also some organic
fungicides, but at present their 1mportance for Central America is
slight. The second group includes the M"classic! pesticides: Paris
green, calcium and lead arsenic, lime and sulphur, Bordeaux mixture
and copper sulphate, which is the fungicide in most common use.

It would be a mistake to assume that with the advent of organic
pesticides no further use has been.made of the traditional inorganic
pesticides. The fact is that the latter are extremely effective in
controlling a very wide wvariety of pests; They can often be manufac-
tured locally and are much cheaper than their organic equivalents, as

1952 consumption figures for the United States clearly show (see
-table 24).

Table 24
UNITED STATeS: FRODUCTION AND ILiPORTS OF SELECTED PESTICIDES, 1952

(Thousands of kilogrammes)

Production
Calcium arseniate 3,571
Lead arseniate 6,486
White arsenic 14,231
Copper sulphate 85,839
DDT 45,368
BHC 38,631
Other insecticides : 30,724
Organie fungicides 13,946

Imports
Pyrethrum flowers 3,123
Rotenone roots 1,295
White arsenic 4,071

Source: United States Departament of Agrlculture, Agricultural
Statistics, 1953.

/Bven assuming
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Even assuming that the "other insecticides” listed in table 24
are all of the organic type nvalthough they undoubtedly include some
of the traditional kinds like lime and sulphur - it can be seen that
approximately the same amounts of "medern' and "classic" insecticides
were used, despite the fact that United States farmers, thanks to their
higher levels of productivity, are in a position to spend more on
higher-priced modefn insecticides. The traditional lower-cost inorganic
pesticides have by no means been completely ousted by the organic ones.
They have their place in agriculture and will presumably retain it for
a long time to come. It would therefore be desirable to carry out
exhanstive research to aécertain how far they can be utilized in
Central America and which types can be manufactured within this area.

Table 25 shows the present consumption of pesticides iﬁ Central
America. Most of the countries groﬁp insecticides and fungicides
together in import statisties, so that their relative proportions
cannot be ascertained. Nor is it possible to distinguish between the
different types of products and between the various concentrates of the
same product. Table 26 shows the proportion of total imports represented
by fungicides in the case of Guatemala, where the latter are registered
separately. Insecticides seem to constitute only a very small percentage
of the whole, but the percentége increased substantially from 1950,
because of the dewvelopment of cotton—planting; The fungicide imported
is probably copper suiphate for the banana plantations. The principal
consumers of insecticides are the cotton-planters. Consequently in
certain countries like El Salvador and Nicaragua, where there are
extensive areas under cotton, import statistics must refer mainly to

insecticides.

/Table 25
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CENIRAL AMERICA:

Table 25

IMPORTS CF IWSECTICIDES 4ND FUNGICIDES

Country 1947 1948 1949 1950 1951 1952 1953 1954
(Lons)
Costa Rica 49 230 102 178 164 223 810 586
El Salvador ees Ly655 6,889
Guatemala 3,930 9,166 5,305 5,775 8,921 9,013 9,203 9,478
Honduras 68 1C0 12 135 . 222 LOL 585 675
Nicaragua ‘e cee eee 1,765 2,951 2,983 6,107 16,284
(Thousands of dollars ¢.i.f.) '
Costa Rica 62 132 59 146 165 155 413 491
El Salvador . R voe cee . e ees 1,191 1,863
Guatemala 215 1,355 863 966 1,714 2,259 1,997 2,225
Honduras 34 62 &7 62 138 251 248 228
Nicaragua coo ass o 570 1,319 1,089 1,510 4,485

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics.

Table 26

GUATEMALA: PHRCENTAGE CF FUNGICIDES IN TOTAI I3POHRTS QF
: INSECTICIDES AND FUNGICIDES
(Percentages)

In terms In terms

of volume of value
1947 G6,5 91.8
1948 8.4 92.6
1949 87.4 1.0
1950 OL.2 87.5
1951 0.3 78.5
1952 78.4 75.3
1953 8l,1 78,1
1954 60,7 54.3

source: Economic Commission for Latin America, based on
Central American foreign trade statistics.

/It is clear
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It is clear from table 25 that at the present moment total
consumption is so great as to cell for a detailed study of the problem.
In 1953, Central America imported about 21,500 tons of pesticides,
valued at 5.4 million dollars. In 1954, imports rose to 33,900 tons,
valued at 9.3 million dollars. The value added in the United States
pesticide industry was 40 per cent in‘l950.§2/ Supposing that half
these imports had been locally produced within Central America, the
gross product would have increased in 1954 by about 2 million.dollars.

The first pre-requisite for the manufacture of inorganic pesticides
is the availability of the basic raw materials. The products must be
cheap, and it it doubtful whether the raw materials could survive the
import freight charges. The second requisite is a market. Careful
research should be carried out to determine which inorganic pesticides
can be advantageously used for Central American crops.

When the raw materials are available, there is practically no
maxirum or minimum 1imit to the size of the plant. Most of the
necessary processes are of such a kind that it is almost equally
feasible to cperate economically with a daiiy capacity of one or of
one hundred tons. The main raw materials are lime, sulphur, lead
oxide (litharge)}, copper oxide {or sulphur ore) and arsenic. With
these raw materials - plus sulphuric, acetic and nitric acid in
relatively small quantities - the following pesticides can be manufactured:
lead arsenate, calcium arsenate, Paris green, Bordeaux mixture, sulphur,ﬁg/
.calcium sulphate and copper sulphate.

All these raw materials exist in Central. America, but, with the
exception of lime, they do not seem to be commercially availabie.
Deposits of sulphur, lead and copper -are known to exist, and arsenic
is a by-product of copper and lead smelting. If superphosphates were
manufactured in the area, sulphuric acid could be obtained. Acetic
acid is a product of wood distilling, and its manufacture migﬁt therefore -
constitute a secondary branch of the wood industry which could be

39/ Annual Survey of Manufactures: 1949 and 1950, op. cit.

40/ In various forms, for both dry and liquid application, for
fumigation, etc.

/established on
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established on the basis of the projected pulp and paper mill., Nitrie
acid could be obtained from ammonia if a plant for the manufacture of
nitrogeneous fertilizers were set up, although it may prove cheaper to
import it.

’ Thus the manufacture of inorganic pesticides would depend on prior
studies of needs and resources, and in any event upon the development
of certain mining and fertilizer industries. The advantages for the
region attendant upon the fulfilment of these conditions seem so
considerable as to justify a later examination of the problem.

The manufacture of organic insecticides is a much more complex
process, requiring substantial investment. Raw materials for the
production of DDT are benzine, chlorine, alcohol and sulphuric acid.
Benzine would have to be imported;&l/ chlorine could be obtained
electrolytically, if this process were adopted for the production of
hydrogen in connexion with the manufacﬁure of fertilizers; sufficient
quantities of alechol are available, and the production of sulphuric
acid is linked to the production of superphosphates. A plant with so

low a daily output as 2 tons L2/

would be economic provided that there
was no difficulty in obtaining these raw materials. On the assumption
that technical DDT is diluted for agricultural purposes by 3 per cent
on an average, the output mentioned would mean a daily 67 tons of
agricultural insecticide, a volume which the Central American market
would undoubiedly be capable of ébsorbing. Mention must also be made
of the consumption of DDT by the Departments of Sanitation and Hygiene,
which use large quantities in their anti-malaria campaign.

A plant with a daily éépacity of 2 tons would cost approximately
700,000 dollars. It should be emphasized, however, fhat the problem
of DDT production is bound up with the installation of other industries
capable of supplying the necessary raw materials.

41/ However, in the projected petroleum refinery it could be manufactured
by catalytic synthesis.

42/ Information supplied by the Industrial Development Section of the
United Nations Technical Assistance Administration.

/The manufacture
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The manufacture of DDT in a Central American piant might also
be based on the purchase and combinatiod.of semi-factured ingredients,
i.e. chloral and chloro-benzine. The feasibility of this would. largely
depend on the cost of raw materials as compared with that of importing
the finished product. o |
The possibility of manufacturing toiaphene i$ also wprthy of study.
This important ingredient of insecticides for cotton is made_from
turpentine, and the production of the latter may be considerably
expanded in Central America. The process of manufacturing toxaphens
can by no means be described as straighiforward, apart from the fact
that chlorine is required. MHowever, since the basic material exists
in Central America and the production of toxaphene would encourage the
development of the pine resin industfy, research should'be made into
this matter. (Resin is also utilized as an auxiliary material in
certain insecticide formulae to make the products more adhesive,)
Organic insecticides are not used in their pure form, but normally
have to be diluted and blended with other insecticides to render them
effective in controlling a variety of pests as well as of any species
of insect which may have become immme to a particular insecticide.
The diluting and blending processes are carried out in plants where
the ingredicnis are combined in the proper proportions and where the
inert materials, auxiliary products, etc., are added. Scme inert
materials - c¢lay and talcum, for example - exist in Central America.
Mention might also be made of certain botanical insecticides
which are often used in agriculture either by themselves or so combined
with others as to give produce formulae. The most important are
pyrethrum (from pyrethrum flowers) and rotenone (from certain
roots). Plants'containing rotencne are to be found in Central America,
and while in normal times they are not widely cultivated for domestic
consumption, during the last war considerable quantities were produced
for export to the United States. This suggests the possibility of
increasing the production of rotencne in the area not only for local use
but also for export. In order to promote the cultivation of plants

/whose yield
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whose yield of rotenone is high, appropriate research would have to
be carried out by agricultural experimental stations in the various
countries.

The establishment of one or more mixing plants may constitute a
‘first practical step towards the large-scale manufacture of organic
insecticides in Central America, as soon as the necessary raw materials
are available. The same plants might menufacture some inorganic
pesticides, always provided that the raw materials exist within the
area. _

No recommendations can be made as to the manufacture of pesticides
in Central America without a thorough study of requirements, availability
of raw materials, predictable development of other industries, ‘etc.
Such a study would be highly desirable, in view of the importance of
pesticides not only for agriculture but for sanitation and hygiene.

11. Paints and varnishes

Consumption of paints and varnishes in Central America has increased
steadily since 1948 (see tables 27 and 28). In that year, the area's
imports of these two products amounted to 3,133 tons, with a value of
1.6 million dollars; in 1953, 4,045 tons, valued at 2.3 million dollars,
were imported.

/Table 27
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Table 27
CENTRAaL AMERICA: PAINT LxPORTS
Country 1947 1948 1949 1950 1951 952 1953 195
(Ions)
Costa Rica 984 923 98, 830 996 1,069 1, 314 _/ 1,139
E1l Salvador 429 275 352 403 L97 596 736
Guatemala 555 253 625 L87 524 507 572 630
Honduras 397 790 421 64,2 565 1,045 597 661
Hicaragua b/ 52 516 320 704, 528 651 _ 764 971
Total 2,817 3,057 2,702 3,066 3,110 3,868 3,914 4,137
(Thousands of dollars, c.i.f.)
Costa Rica 478 409 L69 L11 499 554 7233/ 575
El S2'vador 266 180 236 240 316 394 465 500
Guaterala 238 25 285 222 238 250 283 330
Hondu, as 185 416 204 336 330 622 334 405
Nicaragua b/ 232 _ 282 189 361 _ 291 374 481 510
Total 1,389 1,546 1,383 1,570 1,67L 2,19 2,286 2,380

Source: Ecorcinic Commission for Latin Amerlca, based on Central American -
forezgn trade statistics. '

a/ Incliading varnishes.
b/ Including varnishes, pigments and inks.
Table 28
CEATRAL AJERIGA VARNISH TeiPORTS

Count:y 1947 19&8 1249 1950 1951 1952 1953 1954
(Ions)
Costa Rica 7 12 21 18 18 26 a/ 34
El Salvador 20 17 17 20 20 23 27 23
Guatemala 27 22 22 32 2L 26 29 31
Honduras 15 25 20 16 19 28 2L A9
Total four '
countries 69 76 80 . 86 81 103 sae 107
(Thousands of dollars, C.i.f.)
Costa Rica 5 8 18 12 16 20 Q/ 27
El Salvador 9 11 9 10 12 AFA 17 16
Guatemals 14 15 13 18 15 17 19 20
Honduras Al 22 18 14 A3 24 A
Total four )
countries 39 56 58 5h 56 75 aee 77

Source: Economic Commission for Latin America, based on Central American
foreign trade statistics.
Note: Nicaragua'!s statistics group paints and varnishes as a single item,
Included under paints.
/There is
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There is a close connexion betweer: the consumption of paints
and varnishes ard the expansion of building activities, as well as
the over-all improvement of standards of living. Assuming that
consumption will continue to grow at its present annual rate of’
ébout 5.per.cent, Central Ameirica will consume 4,900 tons in 1957
and 7,300 in 1965. At average 1954 import prices, these figures
would represent respective values of 2.8 and 4.2 million dollars.

The paint industry covers a wide variety of products, ranging
from distemper ﬁo synthetic latex emulsion paints, and from wood
varnish to enamel for motor cars. Obviocusly, a Central Americaﬁ
industry would have to concentrate on some of the basic and less
coslly picducts, without for the moiment attempting to cover the whole
gamut of vurieties. At the outset, the products selected might be
pairt for walls, simple enamels, different kinds of wood varnish and
simple oll paints.

" Paint for walls could, to begin with, be of ths distemper type,
in powdered form. Here the essential process consists in the grinding
and blending of the raw materials, whereas the other three types of
products sre liquid and have to be heat-processed. The adjective
"simple" is added as a general indication of the fact that, as far as
‘possible, products should »: multi-purpose and inexpensive and that
there shovld be a considerable demand for them in the area. Research
is needed to determine real cornsunption and consumer preferences by
type, auality and price.

As a conservative estirate, an indvstry manufactlaring the foregoing
products could supply about one-~third of Cent:ial American denand, while
the rest would have to be mevw with imports, either because the products
concerned were highly specislized, or becsuse some parts of the area
found it more satisfactory to obtain supplies frdm abroad. In 1957, the
one-third of probable consumption to be covered with regional production

would amount to 600 tdns, with a value of 900,000 dollars at 1954 prices.gg/

43/ In 1954, the factory in Costa Rica produced 50,000 gallons ~ or
about 200 tons - of paint and varnishes.

/The value
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The value added by the United States paint lhdustry was 40 per cent

in 1950. ~—/ On these bases, the manufacture of paints in Central
America would mean an increment in the area's gross product of 360,000
dollars in 1957, and 550,000 dollars in 1965.

Some of the raw materials of most importance in the manufacture
of paints and ﬁarnishes are to be found in Central America, or would
be obtainghle in the areg if their productmon on a regional scale were
encouraged by the ex1stence of a safe market The chief materials used
by the paint industry which could be oltained locally are lime, castor-
oil, turpentine, pine resin {pitch) and drying oils'("oiticica" type).

The cuisting castor-oil and piten industries would be ‘given a
great impelus by the establisitment of a relatively large-scale paint
industry, ~nd might find themselves in a.position to improve their

methadis of sxtraction and their standards of quality.

Other vaw materisls such as pigmenté, petroleum solvents and
linﬁemd-oil would haﬁe to be imported. If a petroleum refinery were
instilled it would be relatively easy to prodnce most of the solvents
needed for the paint industry; The indvstry would of course be
interested in using formulae which involved a maximum of locally
produced m~terials.

An z:mual output steh w3 that assumad (1,600 tons) is ecquivalent
to about 5 toms daily, half of which wou’d concist of distemper and
the remainder of paints and varnishes proper. From the strictly
-industrial point of view, the operation of a plant of this capacity
seems feasible under the conditions existing in Central America.

Yet it must be borne in mind that the naint has to be packed and
distributed, and that these opefations represent at least 33 per cent
of the cost. Paint, sxcluding distemper in powdered form, must be
packed in tins, the transport of which is very expensive by reason of

their bulk. Herein may lie the key to economic operaticn.

Lb/ Survey of Manufactures: 1949 ard 1950, op. cit.

/To judge
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To judge by sales experience in Latin America, the break-dowm
of the various sizes of tins used for every hundred gallons of paint
is, on an average, as follows: '

66 gallons in one-gallon tins (66 tins)
28 gallons in quart tins (112 tins)
11 gallons in pint tins (88 tins)

5 gallons in half-pint tins (80 tins)

- As the output of liquid products would be about 2.5 tons daily

(the approximate equivalent of 400 gallons), the plant would need
356 one-gallon tins; 677 quart tins; 528 pint tins; and 480 half-pint
tins. ,

From the economic standpoint, it is doubtful whether the tin
factory conld operate economically on the basis of so small a daily
cbnsumption, unless the output could be expanded to cover the consumption
of containzrs in fish, meat and fruit canning factories. The problem of
contziners is so importent that it would have to be studied conscientiously
from all possible points of view, The use of semi-automatic or of
manually operated machinery would have to be considered as well as the
possibility of’sticking instead of soldering, as the latter operation
calls for skilled labour if it is not done automatically.

Probably the best solution, to begin with at any rate, would be
to buy the tops and bottoms of the tins from the big container
factories, together with shecis of tinplate ready cut to the sizes
required, a method which would mean considerable saving on transport.

All that would have to be done locally would be Yo give the tin
its cylindrical shape, raise the edges and add the tops and bottoms.
A minimum of equipment and trainingy is recvired for this purpose. The
method is successfully applied in floating canneries and in other places
where consumption does not Jjustify complete m&nufacture.éé/ Subsequently,
when consumption approached from 3,000 to 4,000 tins daily, a Semi—

automatic unit might be contemplated.

L5/ Stanford Research Institute, Manual of Industrial Development with
Specific Application to Latin America, 1954. '

JIf the
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If the problem of containers were solved, there is no reason
why a plant with a total capacity of 5 tons per 8 hour shift could
not operate efficiently in Central America. The investment required
would be approximately as follows:

Dollars

Equipment 40,000
Construction | 40,000
Stocks of raw materials - 60, 0G0
Stocks of finished producfs h0,000
“Total 180,000

To sum up, the economic operation of a paint and varnish factory

on tha basis of a regional market seems feasible.

/Chapter VI



E/CN.12/422
(E/CN.12/CCE/33/Rev.2)
Page 168

Chaptér VI
CONCLUSIONS

The possible industrial develbpment projects examined in the preceding
chapter can be divided into twe groups, according to how they might be
promoted. Some undoubtedly need to be carefully stuaied by qualified experts,
s0 that precise conclusions may be reached which will enable the Committee
and the potential investors to form a sounder judgement of the desirability
of the project; these include petroleum refining, the fishery industry, the
manufacture of bilological drugs and aﬁpoules; and the production of
fertilizers and of insecticides and fungicides, The other group comprises
projects which might perhaps be undartalten by private enterprise with its
own resources or with the help of such organizeticns as the Central American
Research Institute for Industry. These relate to the manufecture of tyres,
inner tubes and other rubber produvcts; glass containers; printers' ink and
allied products; welded tubing, and paints and varnishes,

Among the projects reviewed are some which might start operation over
the short term and permit rapid amortization of the capital invested, thus
creating additional inpome and additional savings which might be used for
longer-~term investment,

According to information received, in some of the branches of industry
referred to above preliminary projects or suggestions have already taken
shape in Central Americe, and in one case - that of tyres - a plant is now
under construction. In some instances, smallescale plants or factories are
known to be contemplated, but it has not been ascertained whether these
projects have been prepared from a multinational standpoint or only with an
eye to the local market in one particular country. It would be desirable
in every way that henceforward consideration should be given to the regional
market and to its future projection, for which purwnosc the studies presented
in the preceding chapter might be of use. In any event, the independent or

partial studies already carried out, which constitute a valuable body of

/experience,
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experience, should be taken into account in the prevarstion of broader
projects, or they might sexrve asra nucleus for such projects,

Whatever the procedure to be followed for furthering technical and
economic studies, every possible effort would have to be made to provide
the favourable environment recuired if full advantage is to be faken of
the Central American policy of economic integration., The decision to
install or expand an industrial undertaking rests, in the final issue,
with the investor, be this a private or a public entervrise, a businessman
or a development agency. If the project does not hold out reasonable
prospects of success and of profits, the investor will not take the risk.
And, apart from the intrinsic characteristics of the project, a major part
of this risk may depend upoﬁ the nature of the stimdlus afforded by
government action.

It has already been pointed out that thers is a tendency in Central
“America to grant fiscal facilities for the establishment of new essentisl,
desirable, ete,, industries, according to the definitions of these concepts
contained in the industrial development leglslation passed by some of the
Central American countries. While these tax exemption systems are not
decisive, since they constitute only one of several faciors which may
exert a favwurable influence, there is an element, alrezdy pointed outb
in chapter IIT l{ which deserves further emphasis, Only the Industrial
Development fet of El Salvador places Central American canital on an egral
footing with domestic investment in applying the conditions provided for
in such legislation with respect to the source of capital, In the other
countries, as the legislation in guestion does not embody so liberal an
attitude to the origin of capital, it does not constitute a special
incentive to the establishment of multinational industries consonant with
the regional integration programme, however mich encouregement it may offer
to industries financed by domestic capital, However, with the object of
stimulating the jeoint financing of integration industries by irvestors
from all five countries, the Drafi Régime for Central American Integration

Industries stipulates that capital from Central American sources invested

1/ See chapter III, section 4, especially page 87

/in integration
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in integration industries shall receive the same treatment as domestic
capital in the country where the investment 1s placed.gf

Reference was slso made at an earlier stage Q/to the fact that
industfies designed to serve a multinetional market need some guarantee
to the effect that they can always rely on a market of the slze originally
envisaged., If the output capscity of a plant is calenlated — with all due
cautior — in relation to the Central American markéet az2s a whole or a
substantial proportion of it, and then, through taxation, restrictions or
prohibitions, some country closes part of this market so the production in
guecstion or part of it is lost on account of combetition from another
similay plant installed without regafd to the regional economic integration
programme; the factory will end by operating at a very high cost or even
at a loss. The same argument holds gzood in relation to the regularity of
suppiies of any given raw material, whether it is produced in Central
America or imported through a third country. These are risks peculiar to
the Central American integration nrogramme, and do not arise in the same
way so far as the industrial development of a single country is concerned,
This accounts for the importance af frée trade treaties and of permanent
co~operation between the countries of the area, so thet obstacles to the
intra-regional circulation of raw materials and of semi~finished and
finished products may be removed, Scarcely sny of the produets of the
industries studied in chapter ¥V have besn taken into zccount in the free
trade treaties at present in forecs, In view of this, the draft régime
referred to provideé for the aphlication of free trade treatment to the
products of integration industries, and inciudes clauses desigued to
ensure tne maximum duration and continuity of the Central American market
for which these industries are to be created,

As regards the organization and financing of industrial enterpriées
within the framework of the economic integration of Central America, there

are various possibilities, What is essential in the study of an integration

2/ See article VIII of the draft régime in question.
3/ See chapter I, secticn 2, o ,
/industry is the
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industry is the economic aspect and the situation of the industry in
guesticn - its position vis-a-vis a multinational. or regional rather than
a purely domestic market, It is this position which will determine the
scale of production. The method of financing, on the other hand, is not
what gives an enterprise its multinational character. It would be better
to visualize the greatest possible flexibility as far as methods of
financing are concerned. Consideration may be given to enterprises set up
with capital from a single country, whose production will supply the whole
or parf of the area; to various combinations of capital from two or more
Certtral American sources; or te the association of Central American
capital with capital from abroad, whether in the form of loans or of
private investment, The Central American capital may be public or private,
or both in conjunction. In all these cases arrangements may or may not be
made for the use of foreign patents, procedures and technicue, in return
for the payment of royalties. The financial organization adopted in each,
instance will perhaps depend primarily upon the amount of the investment,
A facbory with an initial investment of 50,000 deollars offers more
possibilities for a simple financing formula than a plant which might
cost 20 million dollars.

It has already been pointed out that important industries - such as
~ cement and textiles - have been developed and cxpanded without regard to
the propoosed Central American economic integraticn, and solely on the
basis of isolated national nrogrammes, Nor are some others, such as
footwear, vogetable oils and powdered milk, established in the course
of the last three years, consonant with the regiomal criterion. The danger
exists, therefore, thet this may continue to happen. Some of the industries
mentioned in chapter V, for exsmple, may be set up in the same way, and
consequently on the basis of an unduly narrow market, or in sites which
are unsatisfactory from the regional point of view,

The possible continuance of industrialization without regional
integration may be the result of two negative lactors in economic policy.
On the one hand, the general opening-up of the Central Amsrican market is

perhaps not receiving a strong encugh impetus from free trade treaties;

/on the other,
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on the other, there is a lack of incentives to contacts between the
production sectors of the five countries with a view to the promotion

of industries, While some projects huve been studied ~ and others might

be considered - by the Central American Economic Co-operation Committee,
and, again, the Central American Research Institute for Industries might
be a useful instrument for the examination of yet others, more still
remains to bc done, as this report suggests, than the Committee can
normally undertake to deal with, What is more important uvndertakings will .
continually be launched by private enterprise, both domestic and foreign;
if infermation on these were available in good time, and if they were to
fit in to the prospective pattern of regional integration they might become
projects for the Central American market, with an adequate economic basis,
It is not inconceiwvable that the private industrial and commercial
organizaticns of the five Clentral Anerican republics might conclude
agreerants rclating to co-ordination and trade, and, in turn, correlate
their activities with those. of the Committee and of the inftegration
programie institutions., The Central American Industrial Tnitiatives
Comnission E/ has begun to fulfil this highly important function.

It is also of interest to point out that the original terms of
reference of the Committee include assistance in the reciprocal co—
ordination of the development programmes of the five member Governments,
This faculty has not yet been exercised, although fragmentary aspects of
the problem have been touched upon in specific studies, Time is certain
to show how desirable it is that the development programmes of individual
countries should not be implemented without reference to those of thelr
nelghbours, Given the extent of the territories inveolvod, the affinities
between their peoples, their financial and business inter-relationships,
the growing miutual dependence of their markets and tlie expansion of their
trade, any developmwent programme must inevitably be affected by existing
plans — or by the want of a definite programme - in The other countries

of Central America.

4/ See chapter III, section 3, Point f,

/Another important
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Another important consideration is that obviously not all the
industries which could be installed in Jentral America are dependent on the
integration programme; in other words, many can be justified within a
particular country by the domestic market alone. Even so, the integration
programme may operate in their favour. Some may be established as suppliers
of a product consumed by another larger industry, installed under the
integration orogramme., Such possibilities as these suggest the desirabllity
of some means of effecting a ramprocnement between the public organizations
of the various countries - such as development agencles and others of an
autonorious nature connected wﬁth economic development -~ and the different
sectors of private cnterprise. This, like every task involving the promotion
of an ‘dez 2iid the implementatin, bf ecoromic vollicy, can be carried out
only by mearns of joint ofricial and privats effort at various levels,
maximum advantage being taken of exisiing facilitieé and serviees. In the
case of Central America, the frequént contacts and the closer relationships
which are being developed between the economies of the five countries
facilitate the co-operation which is essential if a nighor standard of

living 1s to be attained.

/Annex
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Annex

RESOLUTIONS ON THE CENTRAL AMERICAN PROGRAMME
OF ECONGMIC INTEGRATION

INTRODUCTORY NOTR

The present annex comprisss the texts of resolutions adonted in connexion
with the Central American economic integration programme. In the first
section ﬁwo resolutions have been included - as a background to the
work of the Central American Economic Co-operation Committee - which
were adopted by the Economic Commission for Latin America at its fourth
session (Mexico, May-June 1951). The second section contains the
resolutions adopted by the Committee at four sessions held from 1952
to 1956,3 and the third section, the resolutions adopted by ECLA and
its Committee of the Whole with regard to the progress of the Central
American Economic Co-operation Committee's work.

This annex does not include the resolutions and agreements
adopted by sub~committees, commissions and working groups, since their

work is fully covered in the Committee's resolutions.

X Editorial note: The English text of the resolutions of the Economic

Co-operation Committee was provided by the Mexico
Office of ECLA.

/SUBJECT INDEX
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SUBJECT INDEX
I. BACKGROUND INFORMATION

(Resolutions adopted by the Economic Commission for Latin America)

A. Resolution 9 (IV): Econonmic development in Central America, adopted
on 16 June 1951 (E/CN.12/275)

B. Resolution 30 (IV): BEstablishment of a Mexico Office of ECLA,
adopted on 16 June 1951 (E/CN.12/284)
1I. RESOLUTIONS OF THE CENTHAL AMERICAN ECONMMIGC CO-OFERATION CQMMITIEE

A. Organization and opsration

11 (AC.17) Attributions of the Committee of the lMinisters of Economy
on Economic Co-operation in Ceniral America

12 (AC.17) Internal co-ordination and liaison

13 (AC.17) Invitation extended to the Republic of Panama to join
the Commiliee

25 (AC.17) The Committee's rules of procedure

B. General principles of integration

1 (AC.17) General principles of economic integration in Central America

C. Productive activities dirvected towards integration

2 (AC.17) Productive actifities directed towards'economic integration

8 (CCE) Current status of the Central American economic integration
programme

26 (CCE) Regional indusiries bill

27 (CCE) Evaluation of the Central American economic integration
_ programme '

28 (CCE) Central American Industrial Initiatives Comuission
-+ (a) Electric_power
3 (4C.17) Electric power
25 (CCE) - Electrification in Central America
_ (b} Transport
4 (AC.17) Transport study in Central America
21 (AC.17) Transport in Central America
15 (CCE)  Temporary imporﬁétion of road vehicles

/16 (GCR)
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16 {CCE)
17 (CCE)
18 (CCE)
19 (CCE)

1 (CCE)
2 (CCE)

14 (CCE)
20 (CCE)

D. Financing
5 (AC.17)

22 (AC.17)

Regular Central American road traffic service
Licences for drivers of motor vehicles
Regulation of road traffic

Maritime transport |

(¢) Forest resources, pulp ang;paper

Forest resources in Central America
Pulp and paper industry
{(d) Livestock and Qairy industries

Livestock and dairy industriles
Economic survey of the livestock and dairy industries

Financing of economic development and inteération in
Central America ' '

Financing'of economic development

E. TInstitutional projects

6 (AC.17)
6 (CCE)
32 (CCE)

7 (aC.17)
9 (CCz)

31 (CCE)

8 (AC.17)

(a) Industrial technological research

Institute of Industrial Technological Research
Central American Research Institute for Industry
Central American Research Institute for Industry

(b) Techniecal training in industry and managzement

Technical training in the field of industry and management
Technical industrial training
Advanced training in industrial engiheering

(c) Research and training in crop and livestock production

Research and training in crop and livestock production

~and their relationship with econcmic development

' (d) Training in the field of public administration

23 (4AC.17)
5 (CCE)
29 {CCE)

ddvanced School of Public Administration
Advanced School of Public Administration for Central America
Advanced School of Public Administration for Central America

F. Foreign trade

9 (aCc.17)

(a) TIrade nomenclature ‘and regulations

Standardization of interﬁétional trade classifications
and statistical nomenclature

/18 (AC.17)



E/Cl.12 /422
(E/CK.12/CCE/33/Rev.2)
Page 177

18 (AC.17) Trade nomenclature and regulations
4 (CCE) Customs nomenclature and training
22 (CCE) Customs regulations
(t) Inter-Central-American trade and trade policy

19 (AC.17) Inter-Central-American trade

11 (CCE) Inter-Central-American trade and trade policy

23 (CCE)  Inter-Central-American free trade

24 (CCE) Equalization of customs tariffs

{c) Weights and measures

7 (CCE) Standardization of weights and measures

Statistical co-ordination

20 (AC.17) Statistical uniformity in Central America
3 (CCE) Statistical co-ordination

21 (CCE) Statistical co-ordination

Technical assistance

10 (4C.17) Pinancing and administration of Central American projects
of technical assistance

24 (AC.17) Technical assistance
10 (CCE) Technical assistance
30 (CCE) Technical assistance

IIT. R&ESOLUTIONS OF THE ECONOMIC COMMISSION FOR LATIN AN“RICA
AND ITS COMMITTEE OF THE WHOLE

.~ Resolution 50 (V): Hconomic integration of Central fAmerica, adopted

on 25 April 1953 (E/Ci.12/335)

Resclution 73 (AC.24): Bconomic integration of Central America,
adopted on 9 February 1954 (E/CN.12/AC.24/10)

Resolutlon 84 (Vi): Economic integration of Central America, adopted
on 15 September 1955 (E/CN.12/393)

Resolution 111 (AC.34): Economic iﬁtegration of Central America,
adopted on 14 lay 1956, : : '
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I
BACKGROUND INFORMATION

(Resolutions adopted by the Beonomic: Commission for Latin America)

ECONCMIC DEVELCPMENT IN CENTRAL AMERICA

Resolution 9 (IV), adopted on 16 June 1951

(/CN.12/275)

The Economic Commission for Latin America,

Considering that, in a resolution (E/CN.12/194) adopted on 20
June 1950 at its third session, it agreed to recommend to Latin American
Governments that in drafting programmes and taking measures to promote
econocmic development "they should take into account the possibilities of
expanding demand through reciprocal trade, in order to achleve a better
integration of their economies and hlgher levels of product1v1ty and

real ihcome™;

Considering that the delegations of Costa Rica, El Salvador,
Cuatemala, Honduras and Nicaragua, in pursuance of the principle of
the above resolution and in view of the geographical and Eistorical ties
which unite Central America, have expressed the interest of their
Governments in the development of agricultural and industrial production
and of transportation systems in their respective countries so as to
promote the iﬂtegration of their economies and the expansion of markets
by the ¢xchange of their products, the co-ordination of their development
programmes and the establishment of enterprises in which all or some of

these countries have an interest;

Considering that these delegations have also indicated their
desire that the Executive Secretary co-operate with the Governments
concerned in the study and development of these plans; and

Considering that the aspirations of the Central Americar countries

will make a positive contribution to the economic development of Latin

/America and
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America and are compatible with the objectives of the Commission,

(a) Takes note with satisfaction of the declared objectives of -
the Central American Governments with reference to the integration of
their national economies, _

(b) Requests the Executive Secretary to study the means or plans
for the progressivé attainment of those objectives; and

(¢) Invites the Governments of the Isthmus of Central America,
whenever they deem it appropriate, te form a committee on ecconomic
co-operation, composed of ministers of economic affairs or persons
appointed by them, to act as a co-ordinating body for activities
relating to the above-mentioned questions, and as a consultative organ
of the Executive Secretary of ECLA, both to direct the studies mentioned

above and to examine the conclusions reached therein.
BESTABLISHMENT OF A WMEXICO OFFICE OF ECLA

Resolution 30 (IV), adopted on 16 June 1951

(E/CN.12 /284 )

The Economic Commission for Latin America,

Notes with satisfaction the Executive Secretary's recommendation
that an office of the Economic Commission for Latin America should be
set up in Hexieco City, as a branch office of ECLA headgquarters in
Santiago, Chile, to study the economic problems of the following countries:
Costa Rica, Cuba, El Salvador, Guatemala, Haiti, Honduras, Mexico,
Nicaragua, Panama and the Dominican Republic, without prejudice to the
Executive Secretary's authority to extend those studies to other areas
of the continent if he deems it advisable,

Notes that with the establishment of this office, the secretariat
will be able to carry out its work more efficilently and economically,

Accepts with pleasure the generous offer made by the Government of
Mexico to the United Nations to place at the disposal of the ECLA Office

in Mexico all the necessary facilities, and

/Requests the
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guest the Secretary-—(}eneral of the United Natlons, bearing in
mind the foregoing consuierat:n.on, to take the necessary mea'%ures to
facilitate the constltutlon and organlzatlon of the new Office at the
close of the Commission's fourth session.

/1T
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IX

RESOLUTIONS OF THE CENTRAL AMERTCAN ECONCMIC CO-OFERATION COMMITTEE ™

1. First session

GENERAL PRINCIPLES OF ECOLCMIC INTEGRATION
IN CENTRAL AMERICA

" Resolution 1 (AC.17), adopted on 27 August 1952
B/ON.A2/A0 17 78)

The Committee of the Ministers of Economy on Economic Co-oneration

in Central America,

Considering that the Executive Secretary of the Economic Commission
for Latin America, fulfilling the instructions given during the fourth
session of the Commissioh, held in Mexico City, presented a report on

Economic Integration and Reciprocity in Ceniral America;

Considering that in the aforesaid report the Zxecutive Secretary
makes several suggestions for carrying out a gradual and limited integration
of the countries of the Isthmus; and

Considering that'although it is the common aspiration of the peoples
and Governments of the Isthmus of Central America to achieve a total
integration of their economies as soon as possible, it would be advisable,
given present day conditions, to concentrate their efforts in a gradual
economic integration limited to specific sectors of crop and livestock

production and industry,
Resolves

To note with satisfaction the report presented by the Bxecutive
Secretary of the Economic Commission for Latin America on etonomic

integration and reciprocity in Central America and to congratulate the

f The documents of the first two sessions of the Committee bear the
symbol E/CN.12/AC. l?/F and those of the extraordinary session and
later sessions E/CH. 12/CCE/- The English text was provided by the
Mexico Office of ECLA, oo '

It Tegucigalpa, Honduras, 23-28 August 1952.
/secretariat of
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secretariat of the aforesaid Commission on the accuracy with which it
has analysed the economic problems comgon to the Central American

countries and proposed concrete measures for their solution; and

Recopmends to the participating va@rnments:

(a) That in formulating their‘economip policies they should
take into account the need for integrating the economies of
their respectiive countries and so develop programmes directed
to achieving this objective, based on the common aspirations
and the prinéiples of mutual co-operation and reciprocity; and

(b) That in order to carry out this policy of intégration gradually
and progressively it is necessary to study and adbpt pro jects
of economic development calling for joint action, and to carry
these out in accordance with the practical possibilities
available. |

PRCDUCTIVE ACTIVITIES DIRECTED TOWARDS
ECONCMIC INTEGRATION

Resolution 2 {4C.17), adopted on 27 August 1952
(E/CN.12/AC.17/9)

The Committee of the Miuisters of Economy- on Zconomic Co-~operation

in Central America,

Considering that this Committee has resolved to adopt the principles
of limited and gradual .economic integration, based on mutual co-operation
and reciprocity, as a practical guide which, for the present; would
assist in promoting the complementary development of the economy of
Central America;

Considering that the secretariat of the Economic Commission for
Latin America has submitted to the consideration of the Committee a
number of studies which may serve as a basis for the preparation of

concrete projects in an important sector of productive activities;

Considering that in selecting initial projects it is riecessary to
keep in mind the advisability of stimulating agricultural'devalopment

/with a
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with a view to increasing both consumption and the volume of trade and
providing an adequate supply of raw materials for Central American
industries, and that these projects should not only envisage the
establishment of new industrial activities but also the improvement

and rationalization of those already in existence; and

Considering that, in order to regulate the prepsration of the
concrete projects and the utilization of such technical aésistance as
may be lent by the United Nations and its specialized ageﬁcies, it would
be desirable to indicate those groups of activities which are of

immediate interest and which best comply with the objectives in view,
Resolves:
1. To note the suggestions contained in chapter IV of the repert

on Economic Integration and Reciprocity in Central America presented by

the Executive Secretary of the Commission and to request that concrete
projects be formulated, envisaging the establishment of new industries
and the improvement and rationalization of those already in existence,
taking into account the need for:
(a) linking the development of crop and livestock producing
activities with industrial development;
(b) promoting an increase in the volume of inter-Ceritral
American trade and closer ecoromic complementary activities;
and
(c) seeking thne widest application of the principle of
reciprocity, keeping in mind the location of all productive
activities; '

2. To recommend that the Governments of the Central American
‘Republics request the United Fations, the Food and Agriculture Organization
and other specialized agencies to send experts to work in conjunction
with those of the Economic Coﬁmission for Latin America in order to
formulate the concrete projects referred to in the foregoing section in
connexion with the activities mentioned in the report, granting the

highest priority to the following group:

/(a) cotton
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(a) cotton and cotton yarn and textiles;

(b) oilseeds, oils, fats and related industries;

(¢) cattle-raising, dairy products, preparation of meat and
hides, footwear, leather goods and other by-products;

(d) fishing and related industries;

(e) forest resources, lumber, woodpulp and paper industries;

{f) rubber tires and tubes and other rubber goods; and

(g) wooden and wax matches. - ‘

In drawing up these projects, special attention should be given
to the possible tax implications involved by their execution, and an
attempt should be made to suggest the best means of preventing any
adverse results;

3. To reqpmmend that the secretariat of ﬁhe Economic Commission
for Latin America make periodic reports to the Committee on the progress’
of the work referved to above and its relationship with the integration
of the Central American economies, recuesting, at the same time, that
with a view to the better fulfilment of the principles adopted by the
Committee, the Coirmnission should sugéest the extensions or changes it
deems advisable to make in the initial 1list of activities included in
this resoclution.

FLECTRIC POWER

Resolution 3 (AC.17),adopted on 27 August 1952
E/CH.12/4C. 17710

The Committee of the Ministers of Economy on Economic Co-operation
in Central America,

Considering that one of the fundamental requisites for industrial
and agricultural development and for economic integration in Central

Anerica is an adequate supply of electric power;

- Considering that the installations currently available in Central
Anerica are inadequate to meet present demand and cannot therefore

contribute to- the economic development of the area;

/Corsidering that
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Consi&erihg that as yéf'no'aggregate study has been made of the
electric power industry of Central America and that, on the whole, in
the present plants it has proved impossible to adopt the modern techniques
of inter-connexion and load compensation required teo obtain the maxXimum

benefit from the resources used in the generation of electricity,

Resolves: |

1. To recommend that the respective Governments request.from the
Technical Assistance Administration of the United Nations the services
of the necessary experts who, together with the Executive Secretariat
of the Economic Commission for Latin America and in consultatioﬁ with
the ‘Governments, would carry out a complete study of the electrical
industry of Central America. ‘

2. That, in carrying out this study, due account be taken of
existing electrification plans; that an indication be given of the methods
and systems to be adopted in order to stimulate the development of
electric power and to improve actual conditions in the generation,
distribution and consumption of électricity. It is likewise neceséary
to ascertain the possibilities of inter-connexion of the power networks
of each country on a national and international scale, so that efficient
use can be made of electric installations and the utilization of the

hydroelectric resources of the area.
TRANSPORT STUDY IN CENTRAL AMERICA

Resolution 4 (AC.17), adopted on 27 August 1952
T (E/CN.12/AC.17/11)

The Committee of the Ministers of Fconomy on Economic Co=-oneration
in Central America, | |

Considering that the Executive Secrétary of the Hconomic Commission
for Latin America reported to the Committee (E/CN;iZ/hC.l7/5) on the
progress made by the Central American Remublics and Panama in their
request to the Technical Assistance Administration of the United Nations

for an integral study of Transport in Central America, to be carried ouf

/jointly by
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jointly by that Administration and by the Executive Secretariat of the

Commission}

Considqgigg that the report to be prepared by these experts should
be presented to the Governments conceried for study, and that it would
be advisable to discuss the conelusions of the document in a seminar
attended by representatives and technicians of the different interested

countries,

Hesolves: _

1. To note with satisfaction the report submitted by the Executive
Secretary of the Economic Commission for Latin America on the background
and preparatory work for this study and of the proposal to hold a seminar
to discuss this subject; ' '

2. To offer its auspices to the seminar referred to above in view
of the importance of these problems in relation to the policy of
integration and reciprocity adepted by the Central American countries
and to recommend that the Executive Secretary, after consultation with

the participating governments, set the place and date of this meeting.

FINANCING OF ECONCMIC DREVELCPUENT AMD INTEGRATION
IN CENTRAL AMERICA

Resolution 5 {AC.17), adopted on 27 August 1952
(E/Cli.12/AC.17/12)

The Committee of the lMinisters of Economy on iconomic Co-~operation
in Central America, ' |

Considering that, in order to carry out the policies of development
and gradual and limited integration of Central American economy, it is
essential to have greater financial resources than are at present available
and also to ensure the co~operation of the republics of the Isthmus in the

Joint or co~ordinated financing of the different projects;

Considering that the possibilities of increasing savings and
domestic investments in Central America and the means of utilizing

foreign financial resources supplied by private capital and by

/international financial
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Considering that as yet no aggregate study has been ma&e of the
electric power industry of Central America and that, on the wbole, in
the present plants it has proved impossible to adopt the moderﬁ technigues
of inter-gonnexion and load compensation required te obtain the maximum

benefit from the resources used in the generation of electricity,

Resolves:

1. To recommend that the respective Governments request from the
Technical Assistance Administration of the United Nations the services
of the necessary experts who, together with the Executive Secretariat
of the Economic Commission for Latin America and in consultation with
the Governments, would carry out a complete study of the electrical
industry of Central America.

2. That, in carrying out this study, due account be taken of
existing electrification plans; that an indication be given of the methods
and systems to be adopted in order to stimulate the development of
electric power and to improve actual conditions in the generation,
distribution and consumption of electricity. It is likewise necessary
to ascertain the possibilities of inter-connexion of the power networks
of each country on a national and international scale, so that efficient
use can be made of electric installations and the utilization of the

hydroelectric resources of the area.
TRANSPORT STUDY IN CENTRAL AMERICA

Resolution 4 (AC.17), adopted on 27 Ausust 1952
(E/CN.12/AC.17/11)

The Committee of the Mipisters of Economy on Economic Co-oneration
in Central America,

Considering that the Execgtive Secretary of the Economic Commission
for Latin America reported to the Committee (E/CN.12/AC.17/6) on the
progress made by the Central American Republics and Panama in their
request to the Technical Assistanée Administration of the nited Naﬁions

for an integral -study of Transport in Central America, to be carried out

/joinutly by
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jointly by that Administration and by the Executive Secretariat of the

Commission;

Considering that the report to be prepared by these experts should
be presented to the Governments conceried for study, and that it ﬁould
be advisable to discuss the conclusions of the document in a seminar
attended by representatives and technicians of the different interested

countries,

Resolves:

1. To note with satisfaction the report submitted by the Executive
Secretary of the Economic Commission for Latin America on the background
and preparatory work for this study and of the proposal to hold a seminar
to discuss this subject;

2. To offer its guspices to the seminar referred to above in view
of the importance of these problems in relation to the policy of
integration and reciprocity adopted by the Central American countries
and to recommend that the Executive Secretary, after consultation with

the participating govermments, set the place and date of this meeting.

FINANCING OF ECONOMIC DEVELOPMENT AND INTEGRATION
© 1IN CENTRAL AVMERICA

Resolubion 5 (AC.17), adopted on 27 August 1952
(E/CN.12/4C.17/12)

The Committee of the Ministefs of Feonomy on Heonomiec Co—operaticn
in Central America, '

Considering that, in order to carry out the policies of development
and gradual and limited integration of Central American ecouomy, it is
essential to have greater financial resocurces than are at present available
and also to ensure the co~operation of the republics of the Isthmus in the

Joint or co-ordinated financing of the different projects;

Considering that the possibilities of increasing savings and
domestie investments in Central America and the means of utilizing

foreign financial resources supplied by private capital and by

/international financial
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{vi) To train Central American researchers and technicians in
the “variods activities pfomoted by the institute and to
train skilled labour for such activities.

(vii) To sponsor by all possible publicity methods the knowledge of
technique and to stimulate concern for industrial technological

research.

TECHNICAL TRAINING IN THE FIELD OF INDUSTRY
AND MANMAGEMENT '

Resolutien 7 (AC.17), adopted on 27 August 1952
(E/CN.12/AC.17/14)

The Committee of the Ministers of Economy on Sconomic Co~operation

in Central America,

" Considering that the training of industrial experts and skilled
labour is one of the most pressing requisites for those industries
already located in Central America or those to be established there
shortly, especially in view of the plans of economic integration whibh

the countries in this area propose to carry out;

Considering that the training of commercial and industrial leaders
and managers 1s likewise essential to good organization and industrial

development in this region,

Resolves to recommend that the Goverrments of the Central American
countries request United Nations and its specialized agencies, in
collaboration with the Executive Secretary of the Economic Commission
for Latin America and in accordance with the means provided by the
extended programme of technical assistance, to prepare:

(a) Concrete proposals for the most suitable method of promoting
the training of experts and skilled labour in Central America,
taking into account prevailing conditions and the objectives
of economic development and integration pursued by the
republies in this area; and

(b) A report recommehding the most adequate programme of technical
training for industrial and cormercial leaders and managers in

Central America.
/RESEARCH AND
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RESEARCH AND TRAINING IN CROP AND LIVESTOCK PRODUCTICN
AND THEIR RELATIONSHIP W/ ITH ECCNCMIC DEVELOPMENT

Resolution 8 (4C.17), adopted on 27 August 1952
(E/CN.12/AC.17/15)

The Committee of the Ministers of Economy on Economic Co-operation

in Central America,

Considering that at the present time, research work in the field
of crop and livestock production is being carried out which, from the
standpoint of its economic consequences, is of special importance to

the objectives of development and integration pursued by this Committee,

Resolves:

1. To recommend that the Central American Gowvernments, through
their Ministries of Agriculture or other appropriate organs, give special
attention to the relationship between research and training in crop and
livestock production on the one hand, and economic development on the
other, with a view to increase co-ordination throughout Central America
as a whole;

2. To recommend that the Executive Secretary of the Economic
Commission for Latin America, in co-operation with the Food and
Agriculture Organization, and in consultation with the competent
national and international agencies, carry out an appraisal of the
activities referred to immediately above, under l. in connexion with
the requisites, possibilities and objectives of economic development
and especially with the policy of integration. '

~ * /STANDARDIZATION OF
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STANDARDIZATION OF INTERNATIONAL TRADE CLASSIFICATIONS
AND STATISTICAL NCMENCLATURE

Resolutlon 9 (4C. l7)yadopted on 27 August 1952
(B/CN.12/iC.27718)

The Committee of the Ministers of Economy on Fconomic Co-operation

in Central America,

Considering that the compilation of comparable foreign trade
staﬁistics and the adoption of standardized international trade
nomenclature are essential requirements for carrying out a gradual and
limited policy of economic integration in the countries of Central

America, as approved by this Committes,

Resolves:

i. To recommend that the Covernments of the Central American
republics co~ordinate their efforts in the ¢dnversion of their |
international trade statistics to the Standardized Internaticnal Trade
Classification (SITC), collaborating with the Economic Commission for
Latin Awmerica, the Statistical Office of the United MNations and the
Inter-fmerican Institute of Statistics in this task; |

2. To constitute s sub-committee for tie pu:’pose of preparing a
vroject of standardized interrationsl tracde classifications for the
countries of Central America and to request the co-operation of the
Executive Secretary of the Economic Commission for Latin America in
carrying out this work; and

3. To designate the city of Tegucigalpa as the headquarters of
the aforesaid sub-committee and to invite the Govermments and the
Executive Secretary of the Economic Commission for Latin America to send

delegates at their earliest possible convenience.

/FINANCING AND
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FINANCING AND ADMINISTRATION OF CENTRAL AMERTCAN
PROJECTS OF TECHNICAL ASSISTANCE

The Committee of the Ministers of Economy on Economicrcoégperation

in Central America,

Considering that this Committee recommended that the participmating
Governments request of United Nations and its specialized agencies the
technical agssistance required for the study of the problems common to
the Central American republics and for the formulation of projects

directed to the integration of their economies;

Considrring that,notwithstanding the fact that the Central American
countries have signed technical assistance agreements with !nited Nations
‘ard with the specialized agencies, these agreements do not provide for
aspects arising from inter-Central American integration angd co-operation

as presented in the projects of assistance considered by this Committee,

Resolves to recommend that the orgenizations fomming the Technical
Assistance AMministration Board of United Nations take the necessary
steps to grant special treatment for the technical assistance requests
made by the Governments of Central America, in accordance with the
regional nature of the projects; and that in establishing the aforesaid
agreements,uthey take intc account the limited contributing capacity
of the Central American countries and the desirability of establishing
simple administrative methods to facilitate co-operation between United

Nations ard the Governments of Central American republics.

/ATTRIBUTICNS OF
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ATTRIBUTIONS CF THE COMMITTEE OF THF MINISTERS OF
ECONCMY ON ECOKCMIC CO-QOPERATION IN CENTRAL AMERICA

Resolution 11 (AC.17), adopted on 27 August 1952
(E/CN.12/AC.17/18)

The Committee of the Ministers of Economy on Economic Co-operation

in Central fAmerica,

Consifdering that resolution 9 (IV) of the Economic Commission for
latin America, adopted in June 1951, indicates the general method of
. procedure for the Committee and.that in holding its first Sessicn it
would be opportune for this Committee to state these atiributions

specifically in order to guide its work in the future,

Resolves that the Committee of Ministers of Economy on Economic
Co-operation in Central America is a permanent organization of the
Economic Commission for Latin America, on the governméntal level;

The following shall be the functions of the Committee:

(a) To propose to the participating Governments such concrete
measures as are directéd to the gradual and limited integration of the
economies of the Central American countries and the necessary co-—ordination
for their domestic programmes of economic develcpuent; | '

(b} To determine the car:ying out of research and study in connexion
with the objectives outlined immediately above;

(q) To direct ard guide the utilization of technical assistance in
matters pertaining to the integration of the Central American economies;
to co-ordinate requests made by these Governments for technical assistance
in such matters; to superintend the progress and execution of the work
done by the experts; and to take note of fhe reports and studies
submitted by the latter; . ‘

(d) To constitute sub-committees to deal with subjects related to
the economic integration of Central America aﬁd to sponsor meetings of
exnerts;

The Comrittee should ordinarily meet once a,yéar, the Ministers
attending in person; should thaj be prevented therefrom by unavoidable
circumstances, they may be represented by an alternate. The Committee

/may hold
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may hold additional rreetingé , att‘énded by the airisters or their duly-
appointed substitutes when the contiﬁﬁity of the work of the Cormittes so
demand s; . o o .

The Committee may invite observers.or représentatiﬁés of specialized
agencies of United Nations, or of other bodies to attend its meetings, in an
advisory capacity; -

The Committee shall determine the places in which its meetings are to be
held, observing, insofar as is possible, a suitable order of rotation for the
Central American countries, though rermiting them Lo coincide with the periodic
sessions of the Economic Commission for Latin America, when this appears

desiiable.
INTUENAL CO-ORDINATION AND LIAISOW

Resclution 12 (AC.17), adorted on 27 Aucust 1952
(&/CH,12/AC.17/19)

The Committee of the Ministers of Economy on Fconomic Co-cneration
in Cert ral America, _ ‘
| Considering thet, in order to carry ouwt the plans of integration of the

.economies of the Ceitral Amcrican countries, it is essential to ensure the .
continuity of the work of the Committee and tske the necessary megasures to
enable the respective Govermments to co-ordinate tthe ;‘Lnternai activities of
the different departments concerned with matters related to tre integration

of the Central American economies,

Reéolves to recommend to the part.icﬁ..p;.ting Gove rnrert s , '

(a) That they appoint a Liaison Officer to co-prdinate the activities of
the differer;t'departments concerned with matters related to the
integr'ation of the Central American economies; and

(b) That the aforesaid Officer likewise fulfil lirison duties between
his Governent and the Executive Secretariat of the Economic Commission
for Latin Amerie and, insofar as is possible, represent the Minister
of Economy at the meetings which the latter is unable to attend

pversonally,

JINVITATION EXTENDED
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TNVITATION BATUNDED TO THE REPUBLIC OF PANAMA
- TO JOIN THE COM«ITTEE

Re’soluti‘on gg %AC 17), adopted on 23 Aup;ust 1952

Cl.12/4C.17/20)

The Copmittes of the Mipisters Q;Lﬁcoﬁomy'dnﬂEconomic Co—operation in

Central America

Considering that thetPrms of resolutlon 9 (IV) of the Economic Commission
-for Latin America unouestlonab1y allow for the participation of the Hepublic

- . of Panama in the Committee of Minlsters of Econcmy on Economic Co-operation

in Cemtral Americas

Considerirg that, in view of the geogrephic position of the kepublic of
Panama ahdlfhe fésemﬁlance between its economic problems and those of the rest
of Ceptral’ﬁmqrica,ithe incorporat ion of the aforeSaid sister republic in the
) moﬁement'of integrabion and reciprocity would assist in solving these problems

“énd'in.extending'the scope of the policy fostered by the Committee,
| Resolves:

l. To express its pleasure in having the Hepublic of Panama share
the principles and purposes upheld by the Committee and participate in the
activities and sessions of the aforesaid comnittee, as a member thereof,

2. To _empower the Exgcutlve Secretary of the Economic Commission for
Latin Amerlca, in concurrence with the Cheirman of the Committee of Ministers
of Economy on Economic Co-operation in Central America, to invite the Govern—
mert of'thé—Republic of Panama to send its representatives té-forthcoming

meetings and activities ol the above Committee and its subsidiary bodies,

./PLACE " AND
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PLACE AND DATE OF THE MEXT SESSION

Resolution 14 (AC,17) adopted on 27 August 1952
(E/@.12/4C,17/21)

The Committee of the Ministers of Economy on Econcmic Co-operation

in Certral America,

Resolves

1. To take note of the genercus offers made by the Goverments of
Costa Rica and Nicaragua regarding the holdings of the forthcoming sessions
of the Committee in the cities of San José and Managua, successively and
accept these invitaticns with fnleasure; ard , ‘

2. To empower the Chaiman of the Committee, in the event of any
circumstance arising which would prevent the sessions being he 1d in the
order and places arringed, to fix the date and place of the next one after
consultation with the other member Govermments of the Committee and in
agreement with the Executive Secretary of the Economic Comisgidn for Latin

America.

VOTE OF THANKS TO THE OFFICER3 OF THE CCMMITTEE, THE .
SECHETARIAT AND THE RERESENTATIVES OF THE UNITED NATIMNS

Resolution 15 (AC,17). adopted on 27 August 1952
n/CN.12/40.17/22)

The Committee of the Ministers of Economy oﬁ Economic Co-operation

in Central America,

Resolves to express its warmest thanks:

(a) To the Chairmen of the Comﬁittee, Dr. Marco A, Batres, Minister of
Finance, Public Credit and Corﬁrnerce of Horduras, for the efficiency with
which he conducted the proceedings of the Committee, thus cort ributing to
the suc cessful conclusion of the meeting; '

(b) To the Executive Secretary of the Economic Comission for Latin
fmerica ard other members of the secretariat for the preparation of the
Confererce and of the technical reports which provided the Committee with
a2 sound basis for its discussions;

¢ /{c) To tre
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(¢) To the Assistent-Director of the Technical Assistance Administration
of United Nations and the Executive Secretary of the Technical Assistance
Administration Board of United Nations for having attended the meeting and
ﬁnpar‘bed explanatory comments of great value in clarifying the discussion
of certain important topics. . . : 7

VOTE OF THANKS TO THE GOVERMMENT AND
AUTHOFL TIES OF HONDUAS

Resolution 16 (AC.17), adopted on 27 August 1952
(E/0N . 12/4C, 17/73

The Committee of the Ministers of Economy on Economic Co-operation

in Central America,

Resolves to express its sincerest thanks to the Govermment end
- autlorities of Honduras for the generous hospitality shown to all the dele-
gations and to the secretariat of the Economic Commission for Latin America,
as well as for the efficient measures taken to ensure the smooth running
of the meetings.

2. Second session

SITUATION OF THE ECONCMIC INTEGRATION PROGRAMME

Resolution 17 (AC.17), adopted on 15 October 1953
(E/CN,12/AC.17/32)

The Comitee of the lMinisters of Economy on Economic Co-oreration
in Central America, ‘

Considering that the Executive Secretary of the Econromic Commission for
Latin America has presented 2 report on the work carried out since the
Committee's first session (E/CH.12/4C.17/27),

Resolves to take note with satisfaction of the report of the Executive
Secretary of the Economic Commission for Latin America on the work carried
out in implementing the gradual and progressive programme for economie
integration in Cemtral America, as recommended at the Committee's first

session, '
/TRADE HONENCLATURE
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TRADE - NOMENCLATURE AKD REGUIJXTIOI\?}S

Resolution 18 (AC 17), adopted on 16 October 1953
(E/CN,1274C.17/33) '

The Committee of the Ministers of Economy on Economic Co—operation in
Central America,

Considering that the Sub-Committee on the Unification of Central
American Tariff Nomenclature, established in accordance with resolution
9 (AC.17) of the Committee's first session, has submitted for its consideration
a project for Uniform Central American Tariff lomenclature {Nomenclatura
Arancelaria Uniforme Centrosmericana — NAUCA) (E/CN.12/AC.17/25),

Considering’ that the project submitted by that Sub-Committee is :a.dapted
to the requirements of the Central American countries and that customs
standardization is essential in order to carry out the economic integration

programme,

Considering that it is necessary, for more adecuste application of NAUCA,
to have a standard manual for internationel traede, as indicated by the sub-
items in NAUCA,

Congidering that it is desirable to adopt a uniform nomenclatwre for

export products,

Considering that, in order to seéure effective application of NAUCA, it
is necessary, as far as possible, to standardize customs legislation,
regulations, teminology and procedure, as well as the varying concepts for

units of appraisal and criteria for valuing merchandise, ard

Considering that differences between the taxation systemé_, as well as
other economic factors which affect the cost of imported goods, encourage
cont raband, to the prejudice of the interests of each of the Certral American

countries,

Resolves:
l. To approve the report of the Sub-Commttee on the Unification of
Central American Tariff Nomenclature Dresented on 4 March 1953, amd to exprece

/its thanks
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its thanks to the members of .'I;hbe. S-ﬁ'b-Co.mmittae and to the technical advisers
who made a decisive contribution to the sat isfactory aceomplishment of this
work 3 s . T . . .

2. To recommend that Gove rnmerrts adont the Umi‘orm E,entral Amerlcan
Customs Nomerclatwe (NAUCA) as soon as possible,
| 3. To request the secretariat to take up with the U"uted Natlons
Statisti cal Office and the Inter-American Statistical Institute the enlargement
of the standard manual for foreigi trade published by these bodies by including
‘the sub-items comprised in NAUCA; |

4. To constitute a.Sub—Comrhittee.on Cent ral American Trade, with head-
quarters at Tegucigalpa but empowered to’meet at any of the other Central
American capitals or at the lexico City Office of the Economic Commission
for Latin America when the work so recuires., This Sub—Committee shall have
the following functiors: ]

(a)_ To draw up a uniform Certradl American tariff nomenclature for export
products; )

(b) To study the means for unifying customs legislation, regulations,

terminology and procedures, as well as the concepts for units. of
appraisal and, criteria for valuing merchandise; '

(¢) To proceed with the consideration of customs, commercial, monetary,
exchang:, taxation or other factors affecting the cost of commodities
exchanged between the Central American republics, partieulerly those
which are or may be the object of contraband, with o view to off-~
setting the differentials which give or may give rise to such
traffie,

(d) To formulate Areco&mner‘ldétions on the foregoing subjects so that

Goverrments may adopt wniform solutions and procedure,

JINTER-CENTRAL. AERIC AN
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 INTER-CENTHAI-AMERICAN TRADE

itesolution 19 (AC. 17), adopted ou 15 Uctober 1953
" (E/0N, 12/aC,17,3k)

The Coﬁmiijee of the iinisters of Eeonomy on Eeonomic Co-gperation in

Centrul Americu,

ConSidering that it is eseential for the econonic integration of
Central America that trude between the different countries be facilitated
and that a multilateral free-trade treaty is an effective means to that end,

Considering that biluteral free-trade treaties between some of the
Central Auerican countries constitute a step towards the integration of
their economies, and

Considering that the absence of adequate studies on Inter-(entral-
Trade hampers the immedizte achievement of the above~mentioned objectives,

Resolves: _

1. To recommend thzt Governments continue their present policy of
signing bilateral free-trade treaties with cther Central American countries;
2. To request the secretariat, in consﬁltation with the respective
" Governments, to study inter-Central -American trade and the prospects for
"establishing a multilateral ree~trade treaty among the Central imerican

countries, presenting relevant recommendations to the Committee,
STATISYICAL UNIXCRMITY IN CENTRAL AMERICA

Kesolution 20 (AC.17), adopted on 15 Uctober 1953
(E/CN.12/AC.17/35)

The Committee of the Ministers of Eecmenmy on Economic Co~operation
in Central America,

Consid=»pring that it-is fundamental, both for Central fLmerican economic
development and for the accomplishment of the economic integration programme,
to depend upon uniform statistical data,

/Resolves:
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Resolves:

1.  To request the secretariat, in collaboration with competent national
and international bodies, to study adequate measures for estzblishing uniform
statistical standards, concepts and methods, as well as for co~ordinating
legal dispositions and technical procedure relating to the collection,
compilation and publication of statisties which have a bearing on the
accomplishment of the Central American Econcmic integration programme ;

2, To recommend that Governments, in collaboration with the secretariat
and the aforementioned bodies, arrange meetings between their directors of
statistics to settle the details of implementing the recommendation in |

clause 1 above,
TRANSPORT IN CENTRAL AMERICA

Resolution 21 (4C,17), adopted on 15 October 1953
(E/CN.12/4C . 17/36)

The Committe of the Ministers of FEconemy on Economic Co-operation in
Central America,

Considering that the development, improvement and co-ordination of
transport are of fundamental importance to the economic integration of
Central America, and

Bearing in mind the extensive report on this subject, prepared by ﬁhe
Joint Mission of the Technical Assistance Administration and th; Ecomonie
Commission for Latin America with the collaboration of the International
Civil Aviation Organization (E/CN.12/356}, as well as the results of the
Transport Seminar held at San José, Costa Rica, in June 1953,

Resolves:

1. To take note with satisfaction of the report on Transport in
Central America, prepared by the Joint Mission of the Technical Assistance
Administration and the Econcmic Commission for Latin America with the
collaboration of the International Civil Aviation Organization, and to

express its thanks to the Mission for the work accomplished;
2, To take note with satisfaction of the report on the Transport
Seminar held at San José, Costa Ricaj '

/3+ To recormend
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3. To recommend to the Central American Governments that they give
their fullest attention to these reports with the aim of implementing,
within their possibilities and in accordance with their own transpart
policy, those of the Mission!s recommendations which are of interest to
the economic development of their respecti#e countries and, in particular,
to the economic integration of Central America;

L, To request the secretariat to prepare, after individual negotiations
with each Central American Government and in consultation or collaboraﬁion
with the pertinent internastional bodies, draft projects serving as a basis
for implementing those recommendations of regional interest contained in
the aforementioned reports, and to approach gQQernments in due course to
establish the best means for arranging meetings at which officiuls of the
competent ministries and Government agencies are represented, in order to
discuss the following subjects: o - |

{a) Co-ordination of internationul lund communications as regards plans,
-specifications, procedure and other aspects of highway constrﬁction;

(b) Hegulation of international road traffic with the alm of ad0pting
uniform standards for fucilituting such traffic and which will allgw for
the removal of unnecessary obstacles thereto;

(c) Regulation and improvement of maritime and port services;

(d} Joint action designed to effect a reduction in maritime freight
and insurance charges, as well as the elimination of discriminatory measures
in such matters;

(e) Regulation and expansion of Central American air services;

(£f) Co-ordination and improvement of statistics relating to land,
sez and air transport; and

(g) Other factors which, in the opinion of Governments, are considered
as being of common interest;

5. To request the secretariat to undertake research into the real and
potential traffic between Central American ports, and between these and
foreign ports, both through trans-shipment at Paname and through direct
services, with a view to determining whether there is any ecconomic basis for
establishing a Central American merchant shipping line, to provids effici-

ent maritime serwvices; if such an economic basis exists, to formulate a plan

/for establishing
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for establishing a Central American merchant shipping line, to be
submitted to Governments and indicating alternative forms of organization
and financing, while giving due consideration to present shipping lines of
national registration;

6. To request the secretariat to study, in conSultafion with the Central
American Directéré‘of Civil Aviation, the possibiliﬁies for creating a Central
American air transpbrt company and to submit such a report to Governments,
proposing pdssible solutions and p@ying due consideratidn to national
companies already in existence; ' _

7. To recommend to Governments that, to ensure the accomplishment of
the work indicated in this resolution, they should give the secretariat the

co-operation and assistance essential for obtaining optimnm'results;
FINANCING OF ECONOMIC DEVELOFMENT

Hesolution 22 (ACLL7L,adqpted on 16 October 1953
(L/CW . 12/4C,17/37)

The Committee of the Ministers of'Economy on. Economic Co=operation in

Central America,

Considering thaf, in fulfilgent of resolution 5 (aC.l17) adopted at the
Committee's first session, the secretariat ﬁas submitted the Preliminary
report on financing economic development and integration in Central America
(E/CN.12/4C,17/30) and that it is desirable to adopt meusures designed to

increase and channel savings and to develop stock markets,

Resolves:

1. To tuake note with satisfaction of the Preliminary report on

problems of financing economic development and integration in Central America

presented by the secretariat; _
2. To recommend the Governments of the Central American republics:
{a) To undertuke monetary, banking, fiscal and other measures
designed to increase savings and to channel them towards the

finuneing of domestic and regional economic development, und

/{b) To'give



E/CN,12/422
(E/CN.12/ u..L/BB/bEev.2)
Page 204

(b) To give the aforementioned report the widest possible
circulation, particularly among financial circles in
their respective countries;

3. To recommend the reserve baniks of Central America to study the
said report and to adopt or encourage those measures which in their opinion
are desirable for achlGVlng the aims outlined in the preceding paragraph
requesting them also at their periodic meetings, to consider and agree upon
methods for Central American co-ordination in this matter;

4. To request the secretariat, in co-operation with the competent
international agencies, to collaborate with the Central American Government s
and reserve banks in carrying out the aims of this resclution and, in’
particular, to continue to study the financial problems related to the

Central American economic integration programme,
ADVANCED SCHOOL CF PUBLIC ADMIHISTRATION

Resolution 23 (AC.17), adooted on 16 October 1953
(E/CN,12/4C.17/38)

The bommlttee of the Mlnlsters of Economy on Lconomic Co-operation

in Central Amﬁr1Ca,

Considering that the Governments of the Central American republics
requested the United Nations Technical Assistance Administration to
undertake a study on the establishment of an advanced School of Public
Administration and that, following a discussion of the gerieral outlines
of the project between each Government and the expert nominated for this
purpose, the suid study has been submitted to this Committee (&/CN.12/AC.
17/31); and .

Considering that the project for establishing the said School has
been welcomed with enthusiasm and that it is desirable for the teaching

work to begin as soon as possible,

Resolves:

1. To tuke note with gatisfaction of the report preﬁared by the
Public Administration Uivision of the United Nations Technical Assistance
Administration, submitted by the secretariat;

/2. To recommend
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2, To recommend the Governments of the Central American Republics:

(a} To approach the United Nations Technical Assistance
Administration so that it may establish an Advanced sSchool
of Public Administration élong the genéral linesipfoposed
in the aforementioned report, with the pérticipatidn of the
Governments and in accordance with supplementary agreements
that may be signed for that purpose, bearing in mind the
preliminary steps already taken;

{b) To establish, for the supplementary agreements mentioned in
the preceding parsgraph, procedure for consultation and
co~operation to provide the School with juridical status,
thus guaranteeing the continuity and permanence of this
programme;

3. To request the Technical Assigtunce Administration and participating
Governments to reach agreement as soon as possible on the recommendations
for establishing the school contained in this resolution, bearing in mind

the generally expressed desire at this session that the first teaching term
should begin on 1 uarch 1954,

TECHNICAL ASSISTANCE

Resolution 24 (4C.17), adopted on 16 October 1953
(1y/CN.12/4C.17/39)

The Committee of the iinisters of Economy on Egonomic Co~opération
in Central Ameriéa, -

Considering that under resolution 2 (4C.17) of the Committee's first
session it was agreed to request the United Nutions and its specialized
agencies for technical assistance to study specific activities of interest

for the economic integration programmes of Central America,

Considering that the United Nations Technical Assistunce Board and
its member organizations agreed to prowvide such assistance and that the
activities of the several missions have begun or are about to begin, in

accordance with the reguests put forwurd by the Governments of the Central

/American Republics;
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American republics,

Considering thut some of the requests submitted are still pending and
similarly that certain new technical assistance requirements, to continue
the work already begun, may arise as a result of the activities of those

missions,

Resolves:

1. To express its appreciution to the Technical Assistance Board and
to the Technical Assistance Administratioﬁ, as well as to the Food and
Agriculture Organization, the International labour Urganisation, the
United Nations Educational, Scientific and Cultural Organization and the
International Civil Aviation Organization, for the efficient way in which
they have met the Government requests relﬁting to technical assistance for

the Central American economic integration programmes;

2. To request the Technicai Aséist;nce Board and the specialized _
agencies of the United thlons, when establishing their 1954 budgets dnd
within the bounds of their financial resources, to conp1nue,g1v1ng the
sane importance to the Central American economic integfation programme;
so that early attention may be given to those requests which have not yet
been approved, those arising as a resilt of the deliberations of this Session
and those which may srise out of the activities of the missions which began
work during 1953, giving the following order of priority to the projects,
according to individual agencies:

(a) Advanced School of Public Administration

(b) Transport in Central America

(c) Trade tiomenclature and Hegulations

(d4) Institute for Industrial Technological Research

(e) Electric power

(f} Technical traihing in the industrial and administrative
fields

(g) Forest products, pulp and paper

(h) Livestock ahd dairy products

(i) Cotton and the textile industry

(j) Vegetable oils and fats;

/3, To recommend
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3. To recommend that the uovermments of the Central imerican
republics should reach agreement with th§ United Hations Technical
Asgistunce Board and the specialized agencies as soon as possible concerning
the signing of the agreements, the contriﬁution of the countries concerned
and the number of experts who may be rgqhired for the 1954 programme,

THE COMMITTEE!'S RULES OF PROCEDURE

Resolution 25 (AC,17), adopted on 16 October 1953
(BE/CNL.12/AC.17/40)

The Committee of the Ministers of Economy on Ecénomic Co~-operation in
Central America, |

Considering that resolution 9 (IV) of the Economic Commission for
Latin America, adopted on 16 June 1951 at-its fourth session, provides a
general indication of the functions of this Committee, as a permanent body

for economic co-operation between the Central American countries;

Considering that under resolution 11 (AC.l7), adopted by this Committee
on 27 August 1952 during its first session, its terms of references were
laid down and its rules of procedure approved; and

Considering that the experience gained indicates the advisability of
intreducing some modifications reluting to the organization and functions
of the Comnittee, in order to include the participation of those senior
officials responsible for the economic policy of the Central American
countries and to establish closer inter-~governmental collaboration to
solve common economic problems, particularly those relating to economie
integration, '

Resolves:
1. To approve the Comuittee!s rules of"procedure according to the
text attached to this resolution; ‘

2. To abrogate the previous rules of procedure approved under resolutlonl
11 (4C.17) of 27 August 1952.

/THE RULES
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THE RULES OF PHOCEDURE OF THR CENTRAL AMERICAN
ECONCMIC CO-OFPERATION COMMITTEE

QOreanization

Chapter I.

Rule 1. The Central American Economic Co-operation Committee is a
permanent organization of the Economic Commission for Latin America, on
the Government level.

Rule 2. The Ministers of Economy of the Central American republics
shall be ex officio members of the Committee, together with such other
Ministers of State as the respective Governments may wish to accredit as
members thereof. ‘

In the event of any of the Ministers of Economy beinz unable to
attend a meeting, he may be represented by a special accredited delegate.

Rule 3. The members of the Committee may be accompanied by advisers
and experts nominated by Governments.

Such advisers and experts may represent their respective chief
delegates with the right to speal and to vote at any meetlng of the
Committee or of its subsidiary bodies.

Rule 4. The Governments of the Central American Republics shall
grant their Ministers, as well as special delegates, advisers and
experts, the usual credentials required for United Nations meetings.

Rule 5. The Chairman of the Committee shall be the Minister of‘ 
Economy in the host country. :

He shall continue in office for the pericd between one session to
that immediately following it.

Rule 6. If the Chairman ceases to be his country's Hinister of -
Economy, he shall be replaced as Chairman by the person succeeding him
in that post.

Rule 7. At each session of the Committee, a rapporteur shall be
elected, who may be one of the Minister's delegates, advisers or experts.

Rule 8. The Chairman shall participate in the meetings of the Cemmittee
as such, and not as the representative of the Government accrediting him, In
this case, another member of his delegation shall represent the gowernment
concerned,

Rule 3. The Executive Secretary of the Economic Commission for latin

America shall be responsible for the secretariat of the Committee,

/Chapter II,
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Chapter 1I. Functions

Rule 10. The following are the funéﬁions of the Comnittee:

{(a} To propose to the participating Governments such concrete mezsures
as are directed towards the gradual and progressive integratioh of the
economies of the Central American countries and to co-ordination of their
domestic programmes of economic development,

(b) To determine the carrying out of research and study in connexion
vith the objectives outlined immediately above.

(¢) To direct and channel the utilization of technical assistance in
matters pertaining to the integration of the Central Americun economies; to
co~ordinate the requests made by these Governments for technical assistance
in such matters; to superintend the progress and execution of the work done
by experts and to take note of the reports and studies submitted by them.

(d} To estabiish sub~committees for dealing with subjects related to
the economic integration of Central America and to sponsor meetings of
experts.

Chapter II1., Sessions

Rule 11, Ordinary sessions of the Committee shall be held once a
year and the Ministers shall attend personally. In the event of any one
of them being unablé to attend, he shall be represented by a special
delegate accredited by his Government,

At these meetings, the Committee shall, in agreement with the Executive
Secretary of the Eccnomic Comaission for Latin America, determine the
approximate date and place of the next meeting.

Rule 12, In addition to the sessions referred to in the preceding
rule, the Committee may hold other meetings, attended by the Ministers or
their delegates, when the continuity of the work so requires.

In such cuses, the Chairman of the Comasittee, on his own initiative
or at the reguest of any one of the Governments, shall issue the necessary
notice of convocation, after consultation with the remuaining Governments
and in agreement with the Executive Secretary of the Economic Commission
for Latin America. ;

Rule 13. The quorum for any session shall consist of a simple majority
of members, but voting on any principal motion may only take place provided
all the member countries are represented. lach country shall have only one
vote, Decisions on principal motions shall be unanimous, but those on
procedure may be taken by a simple majority of votes, In the event of any
doubt as to whether u decision is principal or procedural, the voting must
be unanimous. Abstentions shull not affect such unanimity,

/Rule 1.
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Rule 14, The conduct of the debates and voting procedure shall
follow the usual parliamentary procedure. In the event of doubt, the
flules for the Economic Commission for latin America shall be applied.

Rule 15, At the close of each Session, the Committee shall detail
the result of its work to the bconomic Commission for Latin America, in a
report to contain a summary of the work and the full text of the resolutions
adopted,

Chapter IV. The secretariat

Rule 16. The Executive Secretary shall act in that capacity at all
neetings of the Committee and of its subsidiary bodies. He may apoint -
another member of the secretariat to take place at any meeting.

Hule 17. The Executive Secretary, or his representative, may make
either oral or written statements at any meeting on any question under
discussion, ‘

Rule 18, The Executive Secretary shall be responsible for the
organization and preparation of the sessions. At the beginning of each
session, he shuall present a progress report on the work carried out during
the period between sessions., During that interval, the Executive Secretary
shall, as far as possible, keep the participating Uovernments informed as
to the progress of the work. .

Rule 19. The Executive Secretary shall, at least thirty days before
the inaugural meeting of each session, distribute to the Member Governments
copies of the provisional agenda, together with the reports and decuments
to be discussed at that session,

Chapter V. Gsneral rulss

Rule 20, In the event of any matter arising which has not been foreseen
in the present rules, the pertinent rules of the Liconomic Commission for
Latin America shall be applied, provided they are desmed suitable for the
purposes of the Committee,

Rule 21. The Committee may at any time amend the present rules of
procedure,

Adopted at San José, Costa Rica, on 16 October 1953.

/DATE AND PLACE
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DATL AND PLACE QF THIRD SESSION

Resolution 26 (AC.17), adopted on 16 October 1953
(E/CN,12/AC,17/41)

The Committee of the Ministers of Economy on Economic Co-operation
in Central America,

Considering that under resolution 1i (AC.17), adopted at its first
session, the Committee agreed to take note of the generous offer of the
Government of Niecaragua to held the third session at Managua and to accept

that invitation with pleasure,

Hesolves to repeat its acceptance and to empower the Chairman of the
Committee, in agreement with the Ixecutive Secretary of the Economic
Commission for Latin America, to establish the dute for the third session.

VOTE OF THANKS TO TYE GOVERNMENT AND AUTHORITIES OF COSTA RICA

Resolution 27 (AC;17L adopted on 16 October 1953
(E/CN.12/AC.17/42)

The Committee of the Ministers of Economy on Economic Co-operation
in Central America, '

Resolves to express its ‘sincerest gratitude to the Government and
authorities of the Republic of Costa Rica for the generous hospitality
offered to the delegations and the secretariat of the Economic Commission
for Latin America, as well as for the efficient measures taken to ensure
the smooth running of the meetings, '

/VOTES OF
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VOTES OF THANKS TO THE OFFICEHS OF THE COM{ITTLE, THE SECRETARIAT AND THE
REPRISENTATIVES OF THE UNITED NATIONS

Resolution 28 (4C,17), adepted on 16 October 1953
(E/CN.12/4C,17/43)

The Committee of the Ministers of Economy on Economic Co—operation

in Central America,

Resolves to express its warmest thanks:

(a) To the Chairman of the Committee, Ing. Alfredo E. Hernandez Volio,
finister of Economy and Finance of Costa hica, for the efficiency with which
he has conducted the proceedings of the Committee, thus contributing to the
successful accomplishment of the work;

(b) To the representative of the Executive Secretary of the Economic
Commission for latin aAmerica and other members of the secretariat for the
preparation of the Session and of the technical reports which provided
the Committee with a sound basis for its discussions;

(¢) To the representatives of the United Nations Technical Assistance
Administration and Technical Assistance Board, as well as to those of the
Food and Agric¢ulture Organization, the United Nations Educational, Scientific
and Cultural Organization, the International Labour Office, and the
International Civil Aviation Organization, for having attended the meeting
and for having given explanatory comments of great value in clarifying

the discussion of various important topics.

3. Ixtraordinary session %

FOREST RESOURCES IN CZNTRAL AMERICA

&

Resolution 1 (CCE) adopted on & May 1955
(E/CN,12/CCE/1h) C

The Central American Economic Co-operation Committee,

Considering that, in accordance with resolution 2 (4C.l7), paragraph
2 (e), the secretariat has presented a report on forest resources and the
possibilities of pulp and paper production in Central America, prepared

& San Salvador, El Salvador, L-9 May 1955
/by the
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by the Food and Agriculture Orgunization of the United Wations, with the
collaboration of the Technicual Assistunce Administration and the secretariat,
and

Considerlng that forest resources are an important source of wealth

in Central America, both for the economic development of each country as

well as for the achievement of the aims of economic 1ntegrat10n,
Resolves:

1. To tuke note with satisfaction of the Report on Forest Resources

and the Possibilities of Pulp and Paper'Production‘ig Central America,

prepared by experts of the Food and Agriculture Organizatioﬂ of the United
Wations, with the collaboration of the Technical Assistance Administration

and the secretariat of the Committee;

2. To express its appreciation to these organizations for completing

the first stage of the forestry programme;

3. To transmit this report to the Ministers of Agriculture of the

Central American countries for their study and consideration with a view to:

(a) Implementing its recommendations for the development and protection
of the forest resources of each country through the adoption of uni form
policies on conservation and on improved systems for the utilization of

lumber and other forest product s:

(b} Implementing in the respective countries the recommendations of
the experts concerning mapping, forest inventories, the study of new
species, land tenure and forestry legislation; expansion of forest services,
improvemernt of methods of lumber processing, the formation of a central
organization for lumber industries, market studies and the creation of

subsidiary industries;

‘(¢) To request the Technicul Assistance Board to provide an expert
in forestiry education who would co-operate with the Inter-American Institute
of Agricultural Sciences in broadening the means of instruction for

forestry.

/PULP AND PAPER
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PULP AND PAPER INDUSTRY

. Resolution 2 (CCE), adovted on 6 May 1955
(E/CN.12/CCE/17)

The Central American Beconomic Co-operation Committee,
Having noted with satisfaction the Report on Forest Resources and the

Possibilities of Pulp and Paper Production in Central jimerica, and having

expressed its appreciation to the international agencies responsible,

Considering that forest resources in certain Central American areas

have characteristics favourable to large~scale industrial development,
Considering that, given the extent of the Central American market

fof pulp, paper, cardboard and other products and the considerable cost

of a plant of economic size, it appears advisable that the Central American

project on pulp and paper consist of a single plant located in whichever

zone presents the best possibilities for immediate development; and

Considering that the Republic of Honduras, in accoraance with this
report, offers the most favourable conditions for the esitablishment of
an industry of this type,

Resolves:

1. To request the Technical Assistance Board to provide the
following experts to make a complete study of the location,-development
and financing of a pulp and paper mill in Honduras, in whichever zone
presents the best conditions from the point of view of forest resources,
costs, transport, power and markets:

(a) An expert in forest resources and forest management

(b) An expert on the location of pulp and paper mills, costs,
and markets;

(¢) An expert to draw up plans for a pulp and paper mill and
related industries;

(d) An expert to draw up plans for the financing of this industry
taking into account the advisability of combining all or some of the
following factors: the support of Governments, the aid of private
enterprise either Central American or foreign and the participation of

international financial organizations;

/2. To recommend
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2. To reccmaend to Governments that in formulating their development
plans they bear in miud the project for a Central American pulp and paper
industry and tuake appropriaste measures to expand the Central American
market for the products of this industry;

3+ That the continuation of the studies and projects relating to
this industry should not delay or interfere with the consideration and
formulation of preojects relating to the establishment of otﬁer Central
American industries which would tend to make the economic integration of

the area effective.
STATISTICAL CO-ORDINATION

Resolution 3 (CGEL adopted on 6 Muy 1955
(E/CN.12/CCE/18)

The Central American hconomic Co-operation Committee,

Considering that resolution 20 (AC.17), adopted by the Committee at
its Second Session, held in San José in 1953, recommended that the
voverment s hold "meetings of the Directors of btdtlSthS to determirne
how to put into effect appropriate measures for establishing uniform
statistical standarcs, concepts and methods, and for co-ordinating the
laws and procedures relating to its compilation, preparation and publication
of relevant statistics with a view to the successful promotion of the
Central American economic integration programme"; and that in conformity
with the above resolution the secretariat has sutmitted a report on
statistical co—ordination (1/CN,12/CCE/8),

Considering that the standardization of statistical.systems and
methods in euch of the countries, as well as in the region as a whole,
will promote the Central American economic integration programme, both

at the project stage and in its evaluation at later stages,

Considering the urgent need for basic improvements in Central American
statistics, which are fundumental to the economic integration programnme,

and

/Considering that
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Considering that the measures adopted in this field should be based,
as far as possible, on the international and inter—American standards
established by the appropriate agencies of the United Natiops and the
Inter-American system,

Hesgolves:

1. To tuke note with satisfaction of the report submitted by the
secretariat (E/CN,12/CCE/3), in which the problem of Central American
statistical co-ordination is examined with a view to theé needs of Central

American economic integration,

2., To establish a Statistical Co-~ordination Sub-Commnittee composed
of the Directors-General of Statistics of each country and advisers from
the secretariat, the United Mations Statistical Office and the Inter-American
Stetistical Institute, with headquarfers in San Salvador but empowered also
to meet in any one of the other capital cities of the Central American
countries when need arises. This Sub-Committee will have the following

terms of reference:

(a) To propose, after study, measures considered advisable for the
purpose of establishing uniform statistical standards, concepts and methods
based on the recommendations of the intermational and inter-American agencies;

(b) To draw up plans to serve as a basis for the adoption and
co-ordination of laws and procedures relative to the compilation, preparation
and publication of Central American statistics;

(¢} To suggest plans for mutuul collsboration and technical interchange
aimed at enabling each country to benefii from the experiences of the others;
(d) To promote the establishment of training centres and technical
courses for the personnel of the various Offices of Statistics, with the

co-operation of the international and inter—Américan agencles;

(e) To consider the possibility of joint publication of the basic

statistics of the Central American countries.

The Sub-Committee, in drawing up its work programme, should give
priority to those statistics that are required for the Central American

economic integration programme.

/3. To recommend
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3. To recommend that the secretariat facilitate the establishment
of this Sub-Committee as soon as possible, so that a report on its
activities and work programme may be submitted to the Committee at its

““next session.

CUSTOMS NOMENCLATURE AND TRAINING

Resolution 4 %CGE}!adogted on 7 May 1955
E/Ch.12/CCE/19)

The Central American Economic Co—operation Committze,

Considering that the Central American Trude Sub~Committee established
under resclution 18 (AC.17) hus submitted reports to the Committee on its
first and second sessions (E/CiN.12/CCE/9 and 14),

GCongidering that at its first session, under resolution 2 (5C.1),
the Sub-Committee considered and approved the Draft Standard Export
Nomenclature for Central America (E/CN.12/CCE/SC.1/4), and that this
nomenclature is adapted to the needs of customs and trade statistics

for exports in Central aAmerica,

Consgidering that at its second session, under resolution 8 (SC.1),
the Sub-Committee approved the Draft Code lManual for the Standard Central

American Customs Nomenclature (5CACN), recommended thut member governments
give full effect to the Manual, and also requested that the Committee urge
governments to adopt the SCACN as soon as possible,

_ Considering that under resolutlon g (SC.1) the Sub-Committee also
requested that the secretariat prepare a printed edition of the SCACN and.
the Code Munual to facilitate its use in Central America, and

. Considering that in its resolution 7 (5C.1) the Sub Committee emphasized
the need of better training for customs persomnel in Central America, in

relation to the adoption of the new nomenclature,
Resolves:

l. To approve the reports of the first and second sessions of the
Central American Trade Sub-Committee (E/CN,12/CCE/9 and 14) and to express

/its appreciation
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to the Sub-Committee, the secretariat and the other agencies participating

in this Sub-Committee for their efficient work;

2. To approve the Code Manual of the Standsrd Central American Customs
Nomenelature, with its alphabetical index, druwn up by the Sub-Committee
and to recommend its adoption to those governments which have adopted or are

adopting the Nomenclature;

3. To recommend to Governments which have not already done so, the
adoption of the Standard Ixport Nomenclature for Central America approved
by the Comnittee at its first session under resolution 2 (SC.1);

4. To take note of the progress made in the adoption of the Standard
Central American Uustoms Nomenclature and to express the hope that it will
be used at an early date by all the countries in the area;

5, To adopt the suggestion made by the Sub-Committee in its resolution
7 (5C.1) to recommend to the Governments that they improve the training
of their customs officials and that they thus establisn more adequate
educational facilities, taldng into account among other aspects the guidance
and assistance which cen be given by the Advanced School of Public

Administration for Central America;

6. To request the Advanced School of Public Administration for Central
America to provide courses in customs administration and to co~operate with

the Governments in the training of customs personnel;

7. To support the reéuest'made by the Sub~Committee under resolution
8 (5C.1) that the secretariut prepare a printed edition of the Standard
Central American Customs Nomenclature and its Code Manual, including the
alphabetical inda:, for use by statistical and customs services in Central
America and by the public in general; further, to urge the secretariat,
bearing in mind the urgency which exists for these documents, to grant the
necessary priority for this publication so that it is available during the
course of 1955,

/ADVANCED SCHOOL
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ADVARC=D SCHOOL OF PUBLIC ADMINISTRATION FOR CENTRAL AMERICA

Resolution 5 (CCE), adopted on 7 May 1955
(&/Ci.12/CCE/20)

The Central American kconomic Co-operation Committee,

. Considering that the Director of the Advanced School of Public
Administration for Central America crested under resolution 23 (4C.17)
has submitted to the Comnittee a report on the first year of the school
(B/CN,12/CCL/12 and ESAPAC/256/1G.21), and

Considering that the accomplishments of the School have been in
accordance with the purposes for which it was created and have been of
positive benefit to both the Central American countries and to the Central

American economic integration programme,
Resolves:

1. To approve the report of the Director of the Advanced School of
Public Administration on the first year of the school, and to express to
him and to the teaching staff its apprecilation for the efficient way in
which they have discharged their responsibilities;

2. To take note with satisfaction of the progress and results obtained

so far in the development of the teaching programme of the school.
CENTRAL AMBRICAN RESEARCH INSTJTUTE FOR INDUSTRY

Reselution 6 (CCw), adopted on 7 May 1955
(L/CN,12/CCE/22)

The Central Auerican Eccnomic Co~operation Committee,

Considering that in accordance with resolution é (AC.17), approved
during the first session, the secretariat has submitted a report on the
organization of a Central American Research Institute for Industry (ST/T4A/
J/CLNTRAL AWRICA/R.2), prepared by a mission of the Technical Assistance
Administration, |

/Congidering
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Considering that the services of an institute of Lechnology and
research will centribute to exploring future industrial possibilities
and to a more economic and efficient operation of existing plants, as
well as to the diffusion of scientific, industrial, and technological

information in the Central American aresa, and

Considering that the Governments of Ll Salvador and Guatemala have
offered to be the host to the Institute and have agreed to contribute
equally to the construction of a suitable building and to the installation

of the necessary basic services,
Resolves: -

1. To take note with satisfaction of the report submitted by the
United Nations Technical Assistunce Administration on the organization
of a Central American Hesearch Institute for Industry and to thank the

experts for the success of their mission;

2, To recommend to the Governments of Central America:

(a) That they proceed to establish a Central American Research
Institute for Industry, with adequate legal stutus, along the general
lines of the expert report, with the participation of the governments
and in accordance with the agreements that may be carried out for this

purpose. between the Government s;

(b) That they request the United Nutions Technical Assistance
Administration to give the necessary assistance for the operation of the

Institute and for the development of its activities;

(¢) That in accordance with the financial plan proposed in the report
they contribute funds as indicated in this plan,

3. To authorize the Chairman of the Committee to take whatever steps
may be necessary to implement the project at an early date, in consultation

with the Hegionel Representative of the Technical assistance Board;

4. To express its appreciatioh equally to the Governments of El
Sulvador and Guatemala for their offers to act as host to the Institute
and to provide the building and basic services, and to decide, after an

objective evaluation of general conditions prevailing in each country,

/that the
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that the Institute be established in Guatemala,
 STANDARDIZATION OF WEIGHTS AND HEASURES

Resolution 7 (CCE), adopted on 7 May 1955
(E/CN.12/CCE/22)

The Central American. Economic Co-operation Committee,

Considering that, although the metric system is in effect in Central
_ America, there is still a great diversity of weights and measures in use,

the equivalents of which vary from country to country;

Considering That the standardization of weights_énd measures in the
area and the effective application of the metric system is of fundamental
importance to the aims of the Central American integration programme;

Considering that the second session of the Central Banks of Central
- America requested the iinisters of Economy and Finance, under resolution

8, to undertake studies on the weights and measures used in their countries,

Resolves to recommend that Governments request the Technical Assistance
Board to provide the services of an expert who would, in consultation with
the secretariat and bearing in mind the work being accomplished by Central
American Central Banks, start a study on the weights and measures used
in the area with the aim of obtaining an effective application of the

metric system and to recommend the measures to ba taken for this purpose.

CUKRENT STATUS OF THE CENTRAL AMERICAN ECONOMIC INTEGRATION
PROGRAMME

. Resolution 8 {CCE), adopted on 7 May 1955
LEJCN 12/CC8/23)

The Central American hconomlc'Go—Qperatlon Committee,

 Considering that. the secretariat has submitted a report on the work
done since the second session (E/CN.12/CCE/3), in which the various studies
and projects that have been assigned to it are described, and

/Bearing in
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Bearing in mind resolution 2 (AC.17), adopted at the first session,

where some of the productive activities that are considered to be of top
priority for the Central American economic integration programme are

indicuted,
Hesolves:

l. To take note with satisfaction of the report of the Executive

Secretary on the work accomplished since the second sessionj

2. To reaffirm its inferest that, within the Central American economic
integration programme as a whole, there be an adeguate relationship between
the basic projects of an institutional nature and those relating to the
promotion of productive activities and the establishment of new industries

suitable for Central America;

3. In view of the changes in the Central American economies since
the priorities emumerated in resolution 2 (AC,17) were established, and
having regard to the views expressed at this session, to request that the
secretariat prepare an evaluation of the above-mentioned priorities for
submission to the Committee at its next session, with whatever additions
or changes may seem to Be advisable for early accomflishment'of the aims

of the pfogramme.

TECHNICAL INDUSTRIAL TRAINING

Resolution 9 (CCE) adopted on 7 May 1955
‘ (E/CN.12/CCE/24)

The Central American Economic Co—operation Committee,

Considering that the secretariat, in accordance with resolution 7
(4C.17) has submitted & Preliminary Heport on the possible creation of a
Central American Institute for Technical Industrial Training established

by the United Ngtions Educational, Scientific and Cultural Organization

and the International Labour Organisation,

/Considering



¥/CN.12/422
(B/CN.12/CCE/33/Rev.2)
Page 223

Considering that an improvement in the level of technical training
in the five Central American countries is of fundamental importance for

the integration programme and over-all economic deveicpment,

Considering that an improvement in technical training in Central
America nust include those general aspects of education pertinent to the
problems of the Central American republics,

Regolves:

1. To express its interest in the Preliminary Heport on the possibie

creation of a Central American Institute for Technicul Industrial Training,

submitted by the United Wations Lducational, Scientific and Cultural
Organization and the International Labour Organisation, and to thank these

organizations'for their offer to contribute to the establishment and

financing of such an institute;

<. To recommend to Governments: |

(a) That, through their Ministries of Education and Labour, they give
due consideration to this report and, in the spirit of Central American
Co-operation that characterizes the Committee!s activities, they request
the United Nations Educational, Scientific and Cultural Organization and
the International Labour Organisation to proceed with the necessary
projects, at the national as well as the-fegional level, for'achieving
the improvement in technical training that is seo vitally iﬁportént to
Central American economic integration; S - :

(b) That, in-view of the need for correlating educational and cultural
progress with economic development, the Govermments arrange for periodic
meetings of their Ministers of Education, with the collaboration of the
United Nations Educaticnal, Scientific and Cultural Organization, for
the purpose of promoting and co~ordinating the educational and cultural
development of the area. | |

3. To thank the Government of Guatemala for its offer, expressed
through its representative at the Committee, that the first meeting of
the Central American Ministers of Education, referred to in part (b) of

the foregoing paragraph, should be held in that country and to suggest

/that the
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that the meeting be held as soon as possible.

4he To authorize the Cnairman of the Committes:

(a} To make immediate'contacﬁ.with the United Nations Educational,
Scientific and Cultural Organization and the International Labour
Urgunisation requestlng that the funds assigned in 1955 for the Gentrdl
American Institute for Technicul Industrial Training project be kept
available, in order to indicate to those agencies before 30 June 1955
the interest that the Governments may have in altering the application
of the above-menticned funds, on the understanding that they will in any
case be used for Central imerican technical training in industry;

(b) After consultations have tuken place among the interested
Ministers in each country, to infdrm the Hegional Hepresentutive of the
Technical Assistance Board, before 30 June 1955, cf the decision taken
by the Governments in regard to the recommendations of the report cited
in paragraph 1l.

TECHNICAL ASSISTANCE

Resolution 10 (CCE), adopted on 7 May 1955
(E/CN,12/CCE/25)

The Central American Economic Ce—operation Committee,

Considering That under resolution 24 (AC.17) of the second session
of the Comnittee it was agreed to request the United Nations and its
specialized agencies for technical assistance to study activities of

interest to the programmes of economic integration in Central America,

Considering that the Technical Assistance Board and its member
organizations have given this assistance and have established farious.
missions in accordance with the requests presented by the Central American
Government.s, '

Resolves:

1. To express its appreciation to the Technicul Assistance Board and
Technical Assistance Administration, the United Nations Food and Agriculture

/Crganization,
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Organization, the International Labour Organisation and the United &ations
Educational, Scientific and Cultural Organization, for the effective way
in which they have attended to the requests of the Governments for technical

assistance for the Central American economic integration programme;

2. To reguest the Technicul Assistunce Board and the specialized
agencies of the United Nations that, when establishing their budgets for
1956 and within their financial possibilities, they continue to give high
priority to the Central American Integration Programme. A4s a result, that
they give consideration to the projects arising from this extraordinary
session and from the forthecoming third session, as well as to those which
may lead from the missions which have begun or afe.finishing their work
during the present year, giving priority to the technical assistance
projects set forth below:

(4) Technical Assistance Administration
(1) Advanced School of Public Administration
(2) Central American Resesrch Institute for Industry

(3) Forest resources, pulp and paper (in collaboration with Fi0)
{4). Industrial economics

(5) Highway transpart

(6) Weights and measures

(7) Electric energy

(8) Maritime transport

(%) Customsz ; ' 7

(10) . Cotton and textile industries (in collaboration with FAO)

(B) Food and Agriculture Organization | o
(1) Forest products, pulp and paper (in collaboration with TAA)
(2) livestock and dairy products

(3) Agricultural economics .

(4) Cotton und textile industries (in collaboration with TAA)
(C) International Labour Organisation and United Nations Educational,

Sclentific and Gultural Organization

(1) Co~ordination of technical training in Central America

/3. To recommend
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3. To recommend to Governments that in drawing up their national
programmes of technical assistance to be submitted to the Technical
Assistance Board, they include the integration projects in the highest
priority group; '

Le To recommend that Governments reach agreement with the Technical
Assistance Brard and the specialized agencies on the signing of the
agfeements, the contributions of the countries and the number of experts

that may be needed for the 1956 programme,
INTER~CENTRAL AMERICAN TRADE AND TRADE POLICY

RGSOlUthR 11 (CCE), adonted on 9 liay 1955
(E/Clui.12/CCE/ 26 )

The Central American Economic Co~operation Committee,

Congidering that the secretariat, in accordunce with resolution 19
(AC.17), has submitted a report analysing the prospects of inter-Central-
imerican trade (E/CN.12/CCE/10) and a second report on trade policy and
free trade in Central America (E/CN.12/CCr/11),

Considering that the delegations of Costa Rica and Nicaragua have
expressed their intention to submit drafts of similar resolutions upon
the intensification of inter-Central imerican trade and upon the possible

drawing-up of a multilateral free trade treaty for Central America,

Considering that bilateral free trade agreements are now being studied
by several'of the Central American Governments and that, in applying the
treaties now in force, problems have come to light and situations have
arisen that require more detailed study by all the Central American
- Governments,

Considering that Governments need to evaluate the experience up to
the present, before working out a common criterion on inter—Central American

trade.bolicy,

/Resolves:
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Resolves: | .

1: ~To take note with satisfaction of the reports submitted by the
secretariat analysing the n»rospects of inter~Central American trade and
on Central American trade policy and free trade; _

2. To recommend that Governments intensify their efforts to ratify
bilateral free trade treéaties among the respective countries;

3. To revise the terms of reference of the Central American Trade
sub-Committee, created by resolution 18 (AC.17), requesting it, in addition,
and bearing in mind conclusions submitted in the'reports to which refererce
is made in paragraph 1 above and the views on inter-Central American trade
policy expressed at this session:

(a) To draw up a preliminary draft for a multilateral Central American
free trade treaty; '

(b) To study those commodities, whether théy are raw materials, semi-
manufactured or manufactured products, which might be included in a minimum
list of commodities to be subject to free trade in Central America; and

-(e) To initiate, in reference to this list, work toward possible
equalization of customs duties on commodities which are important for
Central American economic integration. ‘

4. To postpone until the third session of the Committee a detailed
consideration of a common criterion on Inter-Centrel -American trade policy,
in the light of the conclusions that the Central American Trade Sub-
Committee may have reached by that time. |

/VOTE OF THANKS
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VOTE OF THANKS TO THE GOVERUMENT anND AUTHORITIES OF EL SALVADOR

Resclution 12 (CCE), adopted on 9 May 1955
(%/CN,12/CCE/27)

The Central American Economic Co~operation Committee,
Reselves:

1. To express its deep appreciation to the Government and authorities
of 1 Salvador for the generous hospitality extended to the delegations, to
the secretariat and to the representatives of the specialized agencies, and
to express its satisfaction with the effective arrangements that were made

to ensure the successful operation of the session;

2. To request the iinister of Economy of El Salivador to convey the
Committee!s thanks to the Compafila Salvadorefia del Café for having furnished

their conference rooms for this session,

VOTE OF THANKS TG THE CEAIR, THE SECRETARIAT

THE REPRESENTATIVES OF THE UNITED NATIONS AND

THE SPECTALIZED AGENCIES AND THE AGENCIES OF
THE INTER~AMERICAN SYSTEM

Resolution 13 {CCE), adopted cn 9 May 1955
(E/CN.12/CCE /28)

The Central American Economic Co-operation Cohmittee,

Hesolves to express its deep appreclation

(a) to the Chairman of the Extraordinary Session, Dr. Manuel Antonio
Ram{rez, Acting sinister of Economy, El Salvador, for the effective way
in which he conducted the proceedings of the session, thus contributing
to the successful conclusion of the work;

(b) To the representative of the Exscubive Secretary of the Leonomic
Commission for Latin America and to the other members of the secretariat,
for organizing the session and for the reports that provided the Committee
with a solid basis for their discussions;

/(c) Te the



E/CKq12/1,22
(E/CN.12/CC4/33/Rev.2)
Fage 229
(c) To the representutives of the United Nationas Technical Assistance
Board and the Technical Assistance Administration, the International Labour
Organisation, the Food and Agricultﬁral Organization, and the United Nations
BEducational, Scientific and Cultural OrganiZaEion, for the reports they
submitted to the session, as well as to the representaﬁives of the
International Civil Aviation Organization and those of the International
Bank for lieconstruction and Development for the intefest they had shown
in the work of the Committes; A _
(d) To the representatives of the Inter-imerican Economic and Social
Council and the Inter-American Statistical Institute for their attendance

&t the session and their participation in the discussions.

Lo Third sessiqn n
LIVESTCCK AﬁD‘DAIRY INDUSTRIES. ,

Resolution 14 (CCE), adopted on 25 January 1956
(E/CN,12/CCl/42)

The Central American Zeonomic Co-operation Committes,

Considering that in accordance with resolution 2 (AC,17) the secretariat
has submitted a technical study and a preliminary note on the present
condition and prospects.of the livestock and deiry industries in Central
Americu, prepared by the United Wations Food and Agriculture Organization
(FaQ/55/7/4320 and 55/11/8205), and

Considering that livestock is one of the principal sources of wealth

in Central America, susceptible of a consideruble long-range improvement,
Resclves:

1. To take note with satisfaction of the Report on the technical

aspects of the livestock industry in Central America prepared by experis

of the United Nations Food and Agriculture Crganization, as well as of

the Preliminary Note on some economic aspects of the livestock industry

in Central America prepared by the syme organization, and to express iis
thanks to this Organization for the valuable data which it has collected

& sanagua, Nicaragua, 23-29 January 1956,
/and for
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and for the orientation and recommendation contained in the reports;

2. To transmit the technical report to the Ministers of Agriculture
of the Central American countries for study and considerétion, with a view
to: '

(2) Putting into practice the recommendations for the improved
development of the livestock and dairy industries in the
different countries of Central America, through the adoption,
Jointly or by country, in accordance with the circumstances
and the practical possibilities, of proper means for develop-
ing livestock breeding and an improved vtilization of meat
and milk under the most satisfactory technical conditions;

(b) To determine, in agreement with the Ministers of Economy of
each céuntry, the goals which can bé best achieved through
coordinated action among the Central Amerlcan countries,
particularly in regard to intra-regional trade in livestock
and livestock products, as well as milk,.so that these objectives

may be considered at a future session of the Committee.

3. To invite the Ministers of Agriculture of Central America, under
the terms of resolution 25 (AC.1l7), to participate at future sessions of
this Committee in the discussion of matters the joint consideration of
which by the Ministers of Agriculture and of Economy may be considered

necessary;

Le To expand the information already collected and set forth in the
Preliminary Note on Economic Aspects, striving to draw up a comprehensive

study of the livestock economy in Central America.

/TEMFORARY IMPORTATION
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TEMPORARY IMPCRTATION OF ROAD VEHICLES.

Resolution 15 (CCE), adopted on 25 January 1956
(E/CN,12/CCE/L3)

The Central American Economic Co-ngperation Commitise,

Congidering that the iﬁcrease in international road traffic in Central
America depends in large measure on an increase in facilities and a
standardization of the requirements to which this traffic is subject,

-pérticularly in regard to the customs procedures which are applied to the
temporary importation of vehicles,

Considering that the report on Trunspert in Central America, Regulation
of International Road Traffic (TaA/LAT/3), submitted by the secretariat and
prepared by an expert of the United Nations Technicual Assistance Administratior

-under the terms of resolution 21 (AC.1l7) of this Coumittee, contains an
analysis of the different aspects of this subject, as well as a description
of the regulations and practices currently in effect in the Central American
countries and in other neighbouring countries, and a draft plan of provisions
to be included in a regicnal agreement on the temporary importation of road
vehicles,

Considsring thét the provisions of this draft plan contitute a
.sabtisfactory basis for the establishment of a standard system of minimum
-~ facilities for temporary importation applicable to moter vehicles not

- engaged in commercial traffic, as well as to all road traffic in transit,

Considering that in order that these minimum facilities be accorded
to this traffic at the same time and as soon as possible in all the Central
American countries it would be advisable to conclude a Regional Agreement
on this matter, and

Considering that until a special Agreement is reached with respect to
non-regular commercial traffic between the Central American countries, it
is adviséble_to extend the facilities of their agreement to vehicles engaged

in such traffic,

/Resolves to
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Hesolves to recommend to the Central American Government the approval
and ratification, as soon as possible, of the draft regional agreement on

the temporary importation of road vehicles attached to this resolution,
Appendix

REGIQNAL ACREEMENT ON THE TEMPORARY IMPORTATICN OF
ROAD VEHICIES

The Governments of the Central American Republics, with a view to
. increasing passenser and commercidl traffic through their respective
territories and to strengthening the bends leading toward a greater and
more rapid integration of their economies; and

Convinced of the necessity of facilitating as far as possible the
movement of wehicles across their borders and through their ports and
airports and of standardizing the customs requirements and regulatlons in
this respect,

Have agreed, through their respective duly authorized plenipotentiaries,
on the following Central Amerlcan Agreement on the temporary importation
of road vehicles:

Chapter I.. General trovisions

Article 1., For the purpose of this Agreement, the term "vehicles"
indicates all motor vehicles which travel by road and trailers, together
with the replacement part and accessories and equipment which normally
pertain to them, when these are imported with the vehicle. )

Article 2, Each of the Contracting Statés will admit in temporary
exemption, with no financial guarantee for the payment of taxes and import
dutics, vehicles registered in the territory of any of the other Contracting
States, provided that the conditions of this Agreement are fulfilled and
provided that the vehicles be introduced temporarily by persons residing in
one of the Contracting States., Any Contracting State may exempt from the
terms of this provision vehicles introduced into its territory by persons
residing there,

Article 3

1. Any motor vehicle introduced into the territory of a Contracting
State under the terms of this agreement must be taken out within a
period of 30 days, except when the Contracting State shall have granted a
longer period of temporary exemption in accordance with its regulations,
In any other case, payment of taxes and import duties may be demanded and,
if there is cause for it, customs sanctions may be applied, except in the
cases referred to in Articles 10 and 12 of this Agreement.

/2. The Contracting
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2. The Contracting States may reauire that wvehicles which are
temnorarily imported be protected by the guarantee of the importer to
take the vehicle out of the ccuntry within the stipulated time and to
fulfill all the other conditions under which the temporary importation
is permitted, This guarantee will consist of a Customs Certificate
deposited with the customs zuthorities of the country of temporary
importation.

Article L, This igreement does not cover the importation of fuel,
accessories and replacements which are not a part of the normal equ1pment
of the temporarily imported vehicle,

Chapter II. Provisions Relative to Customs Certificates
Article §
1, The Customs Certificates referred to in Paragraph 2 of Article 3

shall be made out according to the model which appears in Amnex I of this
Agreement,

2, The customs authorities of the Contracting States will provide
the forms for these certificates free of charge to persons who wish to
enter the territories of the other Contracting States and who wish te
prepare their documents before reachiing the post or office of the country
or countrieg of destination,

3. The customs authorities may authorize competent travel and transport
organizations to distribute the printed forms to the persons referred to
in the preceding paragraph.

4, Each customs certificate shall be valid for only one country or
customs terrltory and for only one trip.

Article 6. The customs certificate shall be issued in the name of
the driver of the wehicle temporarily imported.

article 7. The spare wheels, tires and inner tubes and other
accessories which are not considered to be part of the normal equipment
of the vehicle (for exanple, radios, ordinary or baggage trailer, ete, )
shall be declared in the customs certificate and shall be presented when
the vehicle departs from the country of temporary importation,

Article 8. The date on the customs certificate, once having been
reported to the customs authorities of the country of importation, may
be changed only with the permission and under the conditions established
by the authorities of each country.

/Chapter I1I.
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Chapter III. Conditions of temperary importation

frticle 9

1. Vehicles admitted under the terms of this Agreement shall leave
the country in the same condition (except for normal wear and tear) within
the specified time as provided in paragraph 1 of Article 3.

2. If the person who imported the vehicle temporarily shall leave
the country without having deposited a sum of money equal to the correspond-
ing taxes and duties or without having posted a bond satisfactory to the
customs authorities of the country, the latter customs authorities may
consider the period of temporary importation of the vehicle to have expired.

Article 10. The authorities of the country of temporary importation
shall not require the departure of vehicles which are seriously damaged
as a result of bona-fide accidents. However, the Contracting States
reserve the right of refusing to grant this privilege in cases of fraud.

Article 1l. Any violation of the provisions of this Agreement, or’
any substitution, false declaration or device which has the effect of allowing
a person to benefit unduly from the present temporary importation procedure
shall subject the violator to the sanctions established by the law of the
country in which the violation shall have been committed.

Chanter IV. Extepsion of the validity of admission
with temporary exemption

Article 12

1. An extension of the time for re-exporting temporarily imported
vehicles shall be granted wnen the interested parties prove to the
satisfaction of the customs authorities that, for reasons beyond their
control or for any other reason which is justifiable in the opinion of the
customs authorities, they cannot re-export the vehicles within the
stipulated time.

2. Requests for extension must be submitted to the competent customs
authorities before the expiration of the stipulated period, except when
this should be impossible for reascns beyond control or for any other
reason which the authorities consider sufficient.

Chapter V. EBepgularization of customs certificates

Article 13, The countersigning of the exit stubs of the Customs
Certifigate shall constitute proof of the re-exportation of the vehicle.

Article 14

1. In case of destruction or loss of a customs certificate, the
customs authorities of the country of temporary importation shall issue,
at the reqguest of the person importing the vehicle, a substitute decument.

/2. The customs
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2. The customs authorities of the Contracting States will accept
as proof of re-exportation the presentation of the duplicate of the exit
stub of the customs certificate, which shall be given to the interested
party when he takes the vehicle out of the country. In cases of loss or
destruction of the duplicate, the customs authorities will accept as
authentic proof a certificate based on the model which appears in Annex
I1 of this Agreement, issued by a gonsular authority of the country of
temporary importation, h

: Article 15, Action to require proof of the re~exportation of a vehicle
which has been temporarily imported under the terms of this Agreement may
be taken only within one year from the date of expiration of the permit.

Chapter VI. Specizal eonditions of application

Article 16

1. .This Agreement shall also be applied to all ¢lasses of vehicles
engaged in commercial traffic in transit in any of the Comtracting
States, :

2, TFor the purposes of this Article, it shall be understood that the
vehicle is "in transit” with respect to a given country .when i1t crosses
that country's territory without transferring, loading or unloading
merchandise or passengers on a trip between a point of departure and
ancther point of destination both situated outside the given country.

3. Vehicles engaged in transport between a maritime port or an
airport of a country and a point located outside the territory of that
country shall also be considered to be in transit,

Article 17

1. Except in regard to the provisions of the preceding Article,
this Agreement shall not be applied to wvehicles engaged in the regular
commercial transport of persons which operate under international concessions,
nor to vehicles engaged in the regular traffic of merchandise, which traffic
shall be regulated by special conditicons, the terms of which the Contracting
States shall endeavour to standardize. '

2, For the purposes of this Article, the regular commercial traffic
of merchandise is understood to mean the transport of merchandise acczssible
to the public, which is effected between fixed points and according to an
established itinerary or according to previously fixed dates.

Article 18, (Provisional). Provisionally and until such time as a
special agreement is reached on the matter, the provisicns of this Agreement
shall be applied to vehicles engaged in passenger and merchandise commercial
traffic on a non-~regular basis.

Article 19. The provisions of this Agreement shall not limit more
liberal practices or agreements which now exist or which may be adopted
in the future in the different States.

/Article 20,
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Article 20, The authorities of the Contracting States will mutually
co—operdte toward the effective compliance with the provisions of the
present Agreement.

"~ Chapter VII. Final Clauses

Article 21, This Agreement shall be approved and ratified according
to the comstitutional provisgions of each country and will enter into force
on the date of the deposit of the respective instruments of ratification.

‘Article 22, This Agreement shall remain in effect indefinitely but
- may be denounced by any of the Contractlng States by méans of notification
six months in advance.

The Secretariat of the Organization of Central American States shall
be the depository of this document as well as of the instrument of
ratification of the Contracting sStates. That secretariat shall forward
to the Central Americun Uoveruments authenticated copies of this Agreement
and will notify them of the deposit of the instruments of ratification.

Provisional article. This Agreement remains open to the Kepublic
_of Panama so that this Republic may subscribe to it at any time.
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' Anpex I o
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AEGUIAR CENTRAL AMERTCAN INTERNATIONAL ROAD TRAFFIC SERVICE

Hesolution 16 (CCE), adopted oh 26 January 1956
(E/CN.12/CCE/ L4 )

The Centrel American Economic Co~operation Committee,

Considering that the integration of road transport services is
indispensable for the prometion of Central American economic integration;

Considering that it is desirable-to encouragé the establishment among
the Central American countries of regular commercial passenger and freight
services which are efficlent and adequate to the needs of regional

transport,

Considering that the protection of the interests of the users of
these services as well as the desirability of ensuring insofar as possible
the stability of the enterprises rendering these services make it necessary

that these services be subject to the system of public concessions, and

Consgidering that the report on Transport in Central America.
Regulation of International Road Traffic (TAA/LAT/3), submitted by the
secretariat, contains an analysis of the present procedures in regard to

concessions for road transport in the different Central American couniries
and a study of the possibilities and the problems of modifying these
procedures and adapting them to the needs of international trunsport in
Central America, '

Recommends to the Central American Government s:

(a) Thut, in order to fucilitate the establishment of regular services
for the commercial transport of passengers and merchandise between
their respective capitals, they adept a system of granting
concessions to national enterprises of the respective countries;

(b) That they endeavour to conclude bilateral and multilateral
agreements fixing standard conditions for the regulativn of
such services;

(¢) That these agreements include provisions for the elimination of

double taxation which could result from these concessions, and

/(d) That they
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(d) That they grant, in their respective countries, national
treatment to enterprises of other Central American countries

engaged in international road motor transport services, and

Recognizes that the foregoing recommendations shall not affect the
right of each of the Central American Governments to grant broader
concessions in regard to such traffic,

LICENCES FOR DRIVERS OF MOTCR VEHICLES

Resolution 17 (CCE), adopted on 26 January 1956
(E/CN.12/CCE/L5)

The Central American sconomic Co-operation Commities,

Considering that it is necessary to standardize the minimum
requirements for the issuance of licences to drive motor vehicles engaged
in commercial traffic, for the purpose of obtaining maximum road safety
guarantees and also of facilitating inter-Central American recognition

of the licences issued in each one of the countries,

Considering that the report on Transport in Central America,
fiegulation of Intérnational Road Traffic (TAa/L1al/3) submitted by the

secretariat cites and comment s upon the recommendations of the United

WNations in regard to minimum requirements for the issuance of driving

permits for motor vehicles, and

Considering that these minimum requirements are applicable, with
certain qualifications, to the conditions of commercial road traffic in

Central America,
Hesolves:

1. To recomuend to the Central American Governments that they admit
as valid within their territories the permits for driving motor vehicles

issued by the competent authorities of any other Central American State;

2. To recommend to the Central American Governments that for the
issuance of driving permits for motor vehicles engaged in commercial
traffic the following minimun requirements be adopted:

/I. MINIMUM AGE
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I, MINIMUM AGE: 21 years
II, PRQOF OF DRIVING ABILITY

A, MENTAL AND PHYSICAL CONDITION
(a) MEDICAL EXAMINATION, Applicants must be examined by
a properly aqualified doector or doctors, The examination
must include an eye examination and an examination of

the applicantts hearing,

(b) CAUSES OF DISABILITY, Driving permits shall be denied
to persons who suffer from:

(1) illnesses which render the driver, permanently or
temporarily, unable to control the vehicle, such as
epilepsy, paralysis, serious heart condition, etc,

(3i) mental disorders
(4ii) serious infectious disezses
(iv) physical defects which impede control of a vehicle
(the use of special devices or apparatus or the
adaptation of the vehicle are prohibited)
(v) alecoholism or drug addietion

B. KNOWLEDGE OF TRAFFIC IAWS AND REGULATIONS AND OF THE RULES
OF CONDUCT WHICH »:UST BE OBSERVED ON THE HIGHWAY

C. DRIVING SKILL
The applicant must demonstrate a’high degree of driving
skill, It shall be required that: -
(a) applicants have at least two yeai's of p~evious experience
in driving non-commercial mctor -sehicles, ard ihat
(b) applicants undergo a rigorous driving test,
D, KNOWLEDGE OF THE MECHANICAL FURNCTIOWIMG OF HOTOh VEHICLES
The drivers of motér vehicles must have an elementary

knowledge of automotive mechanics

/III, ADMINISTRATIVE
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III. AIMINISTRATIVE CONTROL OF THE ISSUANCE OF LICENCES

A. CENTRAL REGISTRY

(a) The issuance of driving permits shall be subject
to a central control. The registration of licences
issued, denied or withdrawn shall be effected in
such a way as to facilitate reference to them through
a central registry.

(b) Traffic authorities in the various countries shall
facilitate interchange of information relative to

driving permits.

B. VALIDITY OF LICENCES

(a) Bearers of driving licences for commercial vehicles
must undergo, at least once every five years, a
medical examination for the purpose of determining
whether they are still physically and mentally capable
of driving. An examination shall take place at least
once a year if the bearer of the licence is 60 years
old or more.

{b) The authority charged with the issuance of driving
licences shall be authorized to summon the bearer
of a driving licence, when considered necessary,
to submit to a new medical examination of his
physical or mental ability to drive, or to a new
test of his driving skill.

(¢) The results of these examinations shall determine
the renewai, the limiting of use or of the period
of validity of the licence, or the Lemporery suspension
or cancellation of the iicence, according to the

condition of the bearer.

3. To recommend to the Central American Governments that they adopt
a standard form for licences to drive motor vehicles, in accordance with
the recommendations to be made in due time by a group of traffic experts

to be convened under the terms of resolution 18 (CCE).

/REGULATION OF
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REGUIATION OF ROAD TRAFFIC

Resolution 18 (CCE), adopted 26 January 1956

(E/CN,12/CCE/L6)

‘Considering‘that it is necessary to standardize as far as possible
the requirements and the‘regulation of road truffiec,

Considering that the United Nations Economic and Social Council, by
means of Resolution 298 I (XI), brought to the attention of the governments
the advisability of retifying the Convention on road traffic adopted in
Geneva on 19 September 1949, and that this Convention contains an adequate
body of provisions on this subject, ‘

Considering that the report on Transport in Central America.

Hegulation of International Koad Traffic (Tas/LAT/3) proposes cemmon
measures which would tend to facilitate this traffic and to eliminate

unnecessary obstacles, and

Considering that the authorities in each country which are charged
with the responsibility of matters relative to road traffic are the most
appropriate agencies for coming to an agreement on standard policies in
this respect,

Resolves:

1. To recommend that the Central American Governments endeavour to
subscribe as soon as possible to the Convention on Road Traffic (Geneva,

1949);

2. That the secretariat shall, as soon as possible, call a meeting
of the traffic authorities of the Central American countries for the purpose
of agreelng on standard policies on road truffic, taking as a basis the
proposals and recommendations contained in the report on Transport in
Central America. Hegulation of International Road Traffic (TAa/LAT/3),
and giving special considerstion to the following points:

/(a) standard
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(a) A standard system of highway signals,

(b) Maximum dimensions and weights of vehicles and safety
-and‘cOmfbrt requirements of vehicles, and

(¢) Standardization of national driving permits.

3. To recommend to the Governments that they strive to incorporate
in their respective laws and regulations the conclusions reached by the

traffic authorities at such a meeting.
MARITIME TRANSPCRT

Resolution 19 (CCE), adopted on 26 Jamuary 1956
(E/CN.12/CCE/47)

The Central American Economic Co-operation Zommittee,

Takes note of the report entitled Transport in Uentral America.
Maritime Transport (TAA/LAT/5), prepared by experts of the United
Nations Technical Assistance Administration and submitted by the
secretariat under the terms of resolution 21 (AC, 17), and

A
MARITIME LEGISLATION

Considering that there does not exist at present in the Central
American Countries a duly codified and modern port and maritime legislation,

Resolves:

~l. To recommend to the Central American Governments that they request
of the United Nations Technical Assistance Board an expsrt to prepare a
- model draft of Central American port and maritime legislation (which is to
be standard and modern), taking into consideration the observations

. previously submitted by the maritime authorities of each country;

.2, To recommend that the secretariat, in consultation with the
Governments, call a meeting of experts from each country to study this
model draft; and

/3. To recommend
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3+ To recommend to the Governments that they attempt to incorpordte
in their respectxve laws the conclusions reached at that meeting;

B
TRAINING OF CREWS

Congidering that it is advisable to provide the Central American
countriss with perscnnel trained to discharge the duties of maritime

navigation,
Resolves:

To request from the United Nations Technicul Assistance Beard an
expert to draw up a study on the organization of a Central American
Nautical School for the training of crew personnel, and on the measures
which should be adopted to coordinate the efforts fhat the governments .
are making individually toward the training of maritime personnel, taking
into consideration the existing facilities and experience;

C
INSTALLATIONS, OPERATION, ADMINISTRATION AND IMPROVEMENT OF PORTS

Considering that the medernization and improvement of Central American
port instullations and services are essential to attaining the fubture
development of foreign trade in the region,

Resolves:

1, To request from the United Nations Technical Assistance Board
an expert to draw up a study on the measures which should be adopted to co-
ordinate the efforts of the Central American Govermments toward the
modernization of their ports-and their systems of port administration;
the revision of port charges, dues and services; and the 31mp11ficat1on,

modernlzatzon and possible standardization of customs procedures;

24 To recommend to the Governments that they put at the disposal
of the secretariat the studies which have already been made on the
improvement of Central American ports;

/3. To request
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3. To request the secretariat to call a mesting of the competent
port authorities of the Central American countries so that they may
study the report and make pertinent comments for dus consideration by
the Committee, and

D
CENTRAL AMERICAN MERCHANT FLEET

Considering that the organization of a Central American merchant
fleet is desirable for the purpose of attaining an increased development
of regional trade, of safeguarding the international monetary reserves
of the five Central Américan countries and reducing the incidence of
freight rates on the prices of products involved in the regional trade,

Resolves to recommend fo the Central American Governments that they co-.
ordinate their efforts toward the formation of a Central American merchant
fleet, taking into consideration the existing experience and facilities
in the region,

ECONCMIC SURVEY OF THE LIVESTOCK AND DAIRY INDUSTRIES

Resolution 20 (CCE), adopted on 26 Januzry 1956
(£/CN,12/CCE/18)

The Central American Fconomic Co-operation Comnitiee,

Considering that resolution 14 (CCE) recommends an amplification of
the information compiled in the Preliminary Note of the United Nations
Food and Agriculture Organization on the economic aspects of the livestock

and dairy industries,

Considering the advisability of studying in more detail the experience
gained by those countries which have organized cooperative socievies for
the processing and distribution of milk, as well as those countries which

have set up modern slaughterhouses of varying capacities,

/Considering that
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Considering that the above-mentioned Preliminary lote suggests the
posgibility that there might be produced in Central America on an
industrial scale products such as containers for milk and cheeses, all
of them capable of being preduced within the economic integration
programme, and all of them of interest to this Commitiee, and

Considering that in the study submitted by the secretariat entitled
Evaluation of the Economic Integration Programme and Some New Industrial
Possibilities (E/CN.12/CCE/33) there is likewise indicated the possibility
of producing biological drugs for veterinary uses, glass ampoules and

containers, along the same lines,
Resolves:

1. To request from the United Nations Technical Assistance Board
an expert in the organization of the livestock market to:

(a) Study the present status of the livestock market and
of the market for livestock and dairy products in Central
America in regard to production, consumption, costs and
prices, within each country, in the area as a whole and
in relation to the import and export muarket;

(b) Study the conditions under which the trade in and tranSpo;t
of livestock on the hoof is carried out at present in the
region and to suggest the measures necessary to achieve a
higher return on meat in the markets as well as a better
utilization of by~products, with special reference te
gkins and hides;

(e¢) Suggest the most appropriate kind of organization for
ensuring an increased availability of milk and the supply
of liquid milk to the markets and the drying plants which
have already been installed and those which are to be
installed;

(d) Study all effective possibilities which the region offers
for an integration of the livestock and dairy market;

/2. With a view
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2., With a view to obtaining detailed information on the technical
and economic operation and the types of slaughterhouse most appropriate
to the requirements of the region, to select in three different countries
of Central America three slaughterhouses -one large, one medium sized and
one amall~ to serve as models for: :

(a) The adoption of efficient slaughtering techniques to ensure

| a better supply of meat for the murkets;

(b) The adoption of improved techniques of skinning and

- preserving of beef and pork hides and of recoverlng and
presérving the by=-products of slaughter which could be
processed by industrial plants with a view to increasing
the quantity and improving the quulity of {hese products
in Central American markets; :

(¢} The adoption of an efficient system of distributing and
.selling meat, especially through a chain of distribution
of refrigerated meat which would extend from the
slaughterhnuses to the meat shops, as well as a similar

. gystem for processed meat products;

(d) Recommending the system of ownership or management most
adequate for the establishment of slaughterhouses of the
three different categories, according ﬁo the particular

- .conditions prevailing in each country.

The selection of the three different slaughterhouses shall be made
through the consultation of the Chairman of the Comnittee with the other
members. The study of the operation of these slaughterhouses will be in
the charge of the respective national authorities, in co-operation with
the FAO experts assigned to the respectivé countries or to the Cemtral
American economic integration programme., Such authorities will draw up
a report for the consideration of the Committes at its next session in co-
operation with the livestock market expert referred to in paragraph 1;

3. To recommend to the Central American countries in which co-opsrative
dairy organizations have already been established that they draw up, for
the consideration of the Committee at its next session, a report on the

/results obtained
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results obtained by those cowoperatives in regard to the collection,
processing and distribution of milk, so that a study way be made of
the best means of stimulating the production and utilization of milk

and milk products in the entire region;

Le If the preparation of the above~mentioned plans and studies
requires it, to request from the United Nations Techmical Assistance
Board two more experts, one in the livestock industry and one in the
dairy industry to assist in the work outlined in Points 1, 2 and 3;

5. To recommend to the Central American Governments that they
study, in cellaboration with the respective technical organizations, the
establishment if the necessary economic and technical conditions exist,
of one or more cheese factories, for the supply of quality preducts to
the regional market; and that they inform the Committee on the results
obtained;

6., To recommend to the Céntral American Goverrnments that they appoint
national experts, whether government officials or representatives of the
livestock industry of each country, to cn-operate with the experts which
are requested from FAO in the study of the problems which exist in their
respective fields of activity, with special reference to those problems

enumerated in paregraphs 1, 2, 3 and 5;

7« To recommend to the secretariat that, in collaboration with the
industrial and agricultural experts of the economic integration programme
or those assigned to specific countries and with the Central American
Research Institute for Industry, it study the possibilities of producing
in the region milk containers,'to take the place of the containers which
are at present being imported, taking inte consideration various technical
possibilities and relating this study to the other industrial plans of
the integration programme, among them the manufacture of pulp and paper

and the possible manufacture of glass containers;

8. For the purpose of supporting the establishment of optimum
technical conditions for the breeding of livestock, and provided the
tinisters of Agriculture consider it advisable, to recommend to the

/secretariat, in
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pecretariat, in collaboration with the industrial and agricultural experts
of the integration programme or those assigned to specific countries, and
with the Cenmtral American Hesearch Institute for Industry, the study of
the possibilities of establishing 1n Central America a factory for the
production of veterlnary blologlcal product s;

9. To recommend to the Governments an improvement in livestock
statistics and the constant interchange of such data.
STATISTICAL CO-ORDINATION

Resolution 21 (CCE), adopted on 26 January 1956
LE/GN.IZ/CCE/AS)

The Central American Economic Co-operation Committeé,

Considering that the Statistical Co-ordination Sub-Committee,
established under the terms of resolution 3 (CCE), has submitted to the
consideration of this Committee the report of its First Session (E/CN,12/
CCE/36) together with the resolutions adopted at that session,

Resolves:

1. To approve the Report on the First tession of the Statistical
~ Co—ordination Sub-Committee (8/CN.12/CCE/36) and to express the Committee!s.
appreciation to the Sub-Committee, as well as to the secretariat and the

other organizations which have co-operated in the work of the Sub-Committee,
for their efficient work;

2, To approve the work programme of the Sub-Committee for the pericd
1955/56; to recommend to the Central American Governments that they give
to the General Statistics Bureaux, as well as to the International agencies
participating in the programme, the co-operation necessary for a satisfactory
fulfilment of that programme; and to recommend to the Sub-Committee the
addition to the. programme of the following items: the co-ordination of
demographic statistics, the standardization of classificatiors of budgetary

revenues and expenditures, and mining statistics;

3. To reiterate to the Central Admerican Governments the &dv1sab111ty
of applying, in those coumtries that have not yet done so, the Standard

/Central American
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Central American Customs Nomenclatures for imports and exports for the
purposes of foreign trade statistics;

4e To recommend to the Central American Governments:

(a) That, with a view to the needs of the integration programme
and bearing in mind the obvicus general desirability of
such a course, they promote the compiling of forestry and
mining statistics, and that to this end they carry out
inventories of the forest and mining resources of their
respective countries insofar as this is possibile;

(b) That,in order further to develop Central American statistics
and in order to attain greater co-operation in the field
of training;

(i) They lend all possible facilities when the services
of a statistical expert froem one of their countries
shall be requested by the General Statistics Bureau
of one of the other Central American countries;

(ii) They establish the post of Statistician in their civil
services with the purpose of attaining a technical
improvement in statistical work;

(e) That they take the necessary steps, in collaboration with
the Inter-imerican Statistical Institute, to ensure that the
Central American Course in Statistical Training continues
to be offered in one of the Central American countries
during 1956;

5. To affirm the desirability of co-ordinating the basic principles
of the respective Central American statistics laws as one of the effective
ways of co-ordinating statistical work;

6. That the Sub~-Committee be governed, in respect to its terms of
reference, by Hesolution 3 (CUE), which created the Sub-Committee, and,
in respect to procedures, by the regulations of the Comm.ttes;

/7. That
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7. That in the field of industrial statistics the Sub-Committee
give priority, under the terms of reselution 13 (SC,2), to statistics
relative to the following Central Americun industries, at the same time
adding any others whose importance may become evident through censuscs
or through other sources: '

(a) Cotton textiles and textiles made from other fibres
(b) Metallurgical and metallic products
(c) Vegetable oils and fats

(d) Cement '

{(e) Paper and cardboard

(f) Beer and other alccholic beverages
{g) Nonralooholdc beverages

(h) Soap

(i) Livestock and dairy products

(j) Food products

(k) Footwear

CUSTOMS REGULATIONS

Resolution 22 (CCE), adepted on 26 January 1956
{E{CN.lE/CGE[ﬁO)

The Central American Economic Co-operation Committee,

Considering that the Central American Trade Sub-Committee has submitted
a report on its Third Session, together with the resolution adopted (E/CN.12/
CCE/37),

Consﬁdering that in the ﬂraft standard customs code placed before the
Sub-Committee reference is made, among other things, to the temporary
importation and exportation and transit of road motor vehicles, and

Cohéidering that, on the other hand, this Committee has adopted
resolution 15”(CCE), recommending to the Central American Governments
the signing of a Regional Agreement on the treatment to be accorded the
temporary importation of highway vehicles,

¥

/BResolves:
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Resolyes:

" 1. To approve the report of the Third Session of the Central American
Trade Sub-Committee (E/CN.12/CCE/37) ard to express its appreciatior to the
secretariat and to the United Nations Technical Assistance Administration

for the effective way in which they have carried out tiae work;

2, To reaffirm the Sub-Committee!s request, made in its resolution
12 (8C.1), to the Central American Governments, that they send to the
secrétariat, not later than 31 March 1956, the comments resulting from a
detailed study of the draft customs code and procedures submitted by the
secretariat, so that whatever modifications of this draft that be necessary
may be taken into consideration;

3, To recommend to the secretariat and to the Trade Sub—Committee
that in the preparation of the final draft of the customs code and
procedures they bring all matters relative to customs procedure en the
minimum requirements for the temporary importation of road vehicles into
harmony with the draft adopted by the Committee in this respect under the
terms of resolutien 15 (CCE).

INTER.CENTRAL AMERICAN FREE TRADE

Resolution 23 (CCE) adopted on 26 January 1956
(£/CN,12/CCE/ 51 )

The Central American Economic Co-—operation Committee,

Considering that the creation of a Central American free trade zone
is essential tc the chievement of the ends of economic integration,

Resolves.

l, To establish an Ad Hoc Committee to draw up a draft mulbtilateral
treaty on inter-Central American free trade and economic integration, to
serve as a basis for the future development of free commercial interchange

throughout the region.

/2. The Committee,
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2, The Committee, which will assume the duties delegated in this
respect to the Central American Trade Sub-Committee in resclution 11 (CCE)
of 9 May 1955, shall take into consideration the following poiﬂts in the
preparation of the draft: ' '

(a) The establishment of a zone of free trade limited to a
list of commodities not subject to customs duties or to any
restriction or control;

(b) The equalization - for the products included in the list
mentioned in point (a) above or those which are subseqﬁently
added to it as becomes necessary and possible of the duties
applied to their Importation and to the importation of raw
materials pertaining to their manufacture;

(c) The treaty shall remain in effect for 10 years;

{d) The treaty shall set up a Central American Trade Commission
which shall be charged with proposing solutions to the
problems which may arise from the application of the treaty
and studying the problems relative to the development of
Inter-Central American trade, This comnission shall also
periodically recommend to the Central American Governments
the ¢commodities which it believes should be added to the
free trade list, after a study of the implications of such
additions; |

(e) Provisions on the following points shall be incorporated
in the draft treaty: |
(i) teasures for the prevention of unfair trade practices;
(ii) Regulations for the guarantee of the free movement of
merchandise in transit through the territories of Central
American countries;
{iii) The according of national treatment to merchandise
subject .to free trade;
(iv) The according of national treatment to Central American
capital investments;
{v) The according of national treatment to the inter-Central

/American transit
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American transit of wvehicles and to Central American
transport services;

(vi) The according of national treatment to the citizens of
Central American countries in commercial, civil and
social affairs;

(vii) The protection and prométion of regional industries;

(viii) The application of the most~favored-nation clause to
all inter-Central American trade in commodities not.
included in the free exchange 1list, with the exception
of concessions granted through Central American bilate-~
ral free trade treaties;

(ix) The clauses of this agreement which amplify provisions
made in the bilateral treaties shall prevail over the
latter, and

(x) The Central American governments shall be conmitted to
include the Central American clause of exreption in all
trade treaties which they enter into with non-Cemntral

American countries;

3. To delegate also to this Ad Hoc Cormittee the selection of the
commodities which should appear on the free exchange list, having regard
to the studies already carried out by the secretariat in this connexion
In drawing up this list, principal consideration should be given to:

(a) Commodities which pertain to regional industries contemplated

within the integration programme;

(b) Commodities which pertain to industries capable of being

established for the supply of the Central American market,
as a whole; and _

(¢) Commodities now being produced in Central America the trade

of which mlght be increased without adversely affecting the
national economies;

_ ke  To request the secretariat 'to give this Committee all the co-
operation necessary for carrying out its task;

/5. That the
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5. That the Ad Hoc Committee shall meet during the second half
of March 1956 at a place to be agreed upon a consultation among the
members of this Committee;

6. That the draft treaty, once it has been drawn up by the Ad Hoc
Committee, shall be transmitted to the Chairman of the Economic Co-operation
Committee, and copies thereof be sent to the Central American Governments
for their respective consideration,

EQUALIZATION OF CUSTOMS TARIFFS

Resolution 24 (CCE), adopted on 26 January 1956
(E/CN,12/CCE/52)

The Central Ameriean Economic Co—operation Comrittee,

Considering that the adoption of uniform customs tariffs in the
Central American countries is a necessary condition for the integration
of their economies, and

Considering that all the countries have adopted, or are in the

process of adopting, the Standard Central American Customs Nomenclature

(SCACH), which constitutes a step toward the upion of their customs,

Resolves to request the Central American Trade Sub-Committee, with
the oollaboraﬁion and help of the secretariat and of other United Nations
agencies, to draw up a draft plan which could serve as a basis for the
equalization of Central American Customs tariffs, as a first step toward
the formation of a customs union.

ELECTRIFICATION IN CENTRAL AMERICA

Resolution 25 (CCE), adopted on 27 January 1956
(E/CN,12/CCE/53)

The Central American Economic Co-operation Committee,

Considering that the development of electrification in each of the
Central American countries has reached a stage of positive action in which
it is highly desirable that its different aspects and experiences should

be known by the other countries for the purpose of co-ordinating efforts

/and giving
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and giving mutual aid to each other in their common prcblems,
Resolves:

1. To take note of the Freliminary Report on Electrification in
Central America, prepared by experts of the United Nations Technical
Assistance Administration (ST/TAA/J/Central America R.1), and of the
Secretariat Note on this report (E/CN.12/CCE/5); o

2. To accept the suggestion of the Costa Rican delegation teo hold
in San José, Costa Rica, under the auspices of the Committee, a Meeting
of Central American Electric Power Officials and to establish a Documentation
and information Centre to serve the interests of the five countries;

The lieeting of Electric Power Officials shall have as its object:

(a) The establishing of contacts among the officials and experts
of the five countries in order that they may study and
analysz their common problems and exchange information sbout
their respective experiences;

(b) The examination and analysis of the present situation in each
country and of the development plans in their different
technical, legal, economic and administrative aspects; _

{¢) The discussion with international experts of the fundamental
aspects of the electric power industry with a view to seeking
the standardization of procedures and a better integration
of the technical-financial, administrative, rate, and legis-
lative aspects and of technical standards and specifications;

(d) Tne drawing up of recommendations regarding possible technical

assistance needs.

International exberts and experts of the ECLA secretariat, the
Central American Research Institute for Industry, and other international
agencies, as‘well as experts from lexico and Puerto Rico, whose electrical
develbpment is of interest in the consideration of the problems and needs

of Central America, should be invited to participate in the meeting.

/REGIONAL INDUSTRIES
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REGIONAL INDUSTRIES BILL

Reselutdon 26 (008) adopted, on 27 Jamacy 1958
: C

(B/CN. 15/CCR/51)
The Central American Economic Co-operation Commitiee,

Considering that the existence of a standard act granting certain
privileges and inducements to industries of a regional nature is basic to

Central American economic¢ integration,
Resolves:

1. To request the secretariat to prepare a standard bill establishing
a definition of regional integration industries, the fiscal privileges
which are to be granted to these industries and any other inducement which

might contribute to the success and develoment of such industries; and

2. That, when this bill has been completed, it shall be submitted
to a group of experts from the five Central American countries, who shall
make pertinent recommendations to the Committee.

EVALUATION OF THE CENTRAL AMERICAN ECONOMIC INTEGRATION PROGRAMME

Resolution 27 (CCE), adopted on 27 January 1956

(B/CN.12/CCR/55)
The Central American Zconomic Co-operation Committee,

Considering that, under the terms of resolution 8 (CCE), the
secretariat has submitted a study om the evaluation of the Central American

Economic Integration Programme and Some New Industrial Possibilities

(E/GN.12/CCE/33) ,

Considering that this study is of considerable lmportance for a
Imowledge of the present state of the programme and for orientation on
the development of the programme, and that it is desirable to make it
available to public and private institutions and firms which could co-
operate in Central American integration, and to encourage thzase institutions
to participate more fully,

/Considering that
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Considering that it is indispensable to determine the effect which
the demographic problems of Central America may have upon the economies
of the region and upon the development of the programme,

Considering that in the economic integration programme and in the
specific develomment projects of the Central American economies it is
necessary to ensure a fair balance between the progress of agricultural

activities and the development of industry,

Considering that the above study examines the possibility of
establishing, in line with the Central American economic integration
programme, several other industries in addition to those enumerated

in resolution 2 (AC.17), adopted at the first session of the Committee
in 1952,

Resolves:

1. To take note with satisfaction of the study on Evaluation of
the Central American Economic Integration Programme and Some New Industrial

Possibilities, prepared by the secretariat, and to congratulate and thank
the secretariat for this valuable study;

2. To recommend to the secretariat:
(a) That the report on the Evaluation of the Central American
Economic Integration Programme be published together with

the resolutions and reports of the meetings held,

(b) That the secretariat also prepare a pamphlet for gemeral’
distribution among the public and private institutions
and firms which might be interested in the development of

the programme;

3. To recommend to the Governmments that, in order to bring about
a broader appreciation of the objectives and the means of the programme.
on the part of private enterprise and on the part of the development
agencies of each of the Central American countries, they include represen-
tatives of these interests in their dclegations tc fusure sessions of
the Committee;

/4« To request
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4. To request the secretariat to submit, at each ordinary séssion
of the Committee, an evaluation study of the Central American Economic
Integration Programme, which shall include a report on the status of the
projects currfntly in progress and at the same time propose; if possible,

new measures for the progressive attainment of integration;

5. To recommend to the secretariat that, in relation to the
subsequent evaluation studies of the Programme, it carry out a detailed
study of the demographic problems of Central America and their effect
on the economic development of the region and, in particular, of the .
relation between population growth and the problems of Central American
economic integration; '

6 With a view to maintaining the necessary balance between
agricultural and industrial development within the Central American
economic integration programme, to consider at the next session the
outlines of an organic programme for the development of agricultural
~and livestock producticn, forestry and fisheries products and for an
improvement in the marketing systems for agricultural products;

7. To declare of interest to Central American economic integration
the develoment of the following industries, viewing the Central American
market as a whole: petroleum products; fertilizers, insecticides and
fungicides; veterinary and biological products and ampoules; tires and
inner tﬁbes; paints, varnishes and ink; ceramics; glass, metal and
plastic contalners; pulp and paper; fisheries products; welded tubing
and absorbemt cotton. Private enterprise should participate actively
in the promotion of these activities, and the necessary steps should be
taken to obtain the collaboration of the United Nations Technical Assistance
agencies, when this is necessary, as well‘as the co—éperation of the Central
American Research Institute for Industry and of other useful sources of

consultation for the carrying out of thess basic studies.

/CENTRAL AMERICAN
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CENTRAL AMERICAN INDUSTRIAL INITIATIVES COMMISSION

Resolutlon 28 Q%* ) adopted on 27 January 1956
CW. 12/CCR/56)

_Iggmgggggggmgmerican Econgpic Co-operation Committee,

Lonsidering that the report on the Evalustion of the Central American

Economic Integration Programme and Some New Industrial Possibilities
(E/CN.12/CCE/33) includes preliminary studies on the possibility of
establishing, on the basis of the Central American market as a whole,

certain industries which might possibly be more economical and beneficial
for the region than if they were created with a view to more limited
national markets,

Considering that, without prejudice to the studies which may be
carried out in collaboration with the United Nations agencies and other
international agencies, it is advisable and necessary increasingly to
stimdate private industrial initiative as well as contact between the
various parties interested in Central American industrial development for
the purpose of increasing the possibiiity of carrying out the plans for
new industries and for the expansion of existing industries, and for the
purpose of achieving a greater correlation and interrelation among
different sectors of industry,

Resolves:

1. To establish a Central American Industrisl) Initiatives Commission
compogsed of tuo representatiVGs designated by each Central American Government
of which at least one should be a representative of private enterprise,
for the purpose of:

(2) Exchenging information on industrial iniciatives, projects
and activities in Central America with a view to promoting
a more adeguate development of induétry and to widening the
market possibilities in Central America as a whole, bearing
specially in mind the interrelation and correlation between
different types of industries; ‘

/{v) To study
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(b) To study practical ways of advancing the technical and
economic studies which may be needed and of initiating
the best methods for carrying out the industrial proposals
and projects, and to suggest to the Govermments, the
development agencies and private enterprise measures which
might facilitate these ends; '

(¢) To advise the Central American Economic Co-ogperation

Committee on problems of integration in the industrial 1ield;

2. The Commission shall meet at least twice a year in different
Central American capitals and will submit to the Committee reports on
the results of the discussions; "

3. 1In addition to the secretariat, the Central American Research
Institute for Industry and the technical assistance experts whose work
is related to the Central American economic integration programme,
according to their terms of reference and work procedures shall lend their
collaboration and advice to the Commission;

L. To recommend that the Commission consider all the industrial
studies which have been or which are being examined by the Central American

Economic Co-operation Committée.
ADVANCED SCHOOL OF PUBLIC ADMINISTRATION FOR CHANTRAL AMERICA

Resolution 29 (CCE), adopted on 28 January 1956

T/ NS

ks i e -

Considering that the Director of the Advanced Scheol of Public
Administration for Central America has submitted to the consideration
of this Committee a report on the activities carried out by the School
during 1955 (E/CN.12/CCE/40 and ESAPAC/382/D.1. 52},

Considering that the work of the Director, in the organization
and establishment of the School as well as in its subsequent development,and

the co~operation of the School's staff, are commendable and praiseworthy,

/Resolyes:
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Resolves:

l. To take note_with satisfaction of the annual report submitted
by the Director of the Advanced School of Public Administration for
Central America; and

2. To register a vote of thanks for their valuablie and commendable
work to the staff of the School and,especially, to the retiring Director
of the School, Dr. Enrique Tejera Paris.

TECHNICAL ASSISTANCE

Resolution 30 (CCE), adopted on 28 January 1956
(E/CN.13/TCE/58)

The Central Amerdcan Eeonomic Co-Operation Committee,

Considering that the Regional Representative of the United Nations
Technical Assistance Board has submitted a report on the Technical
Assistance Activities of the Central American Economic Integration
Programme (E/CN.12/CCE/3L),

Taking into consideration that the respective requests for technical

assistance for 1956 submitted by this Committee were approved and are
being acted upon, '

Considering that in view of the resolutions adopted at the present
session, it is necessary to change the order of priority with certain
technical assistance problems; and

CLonsidering that the requests for technical assistance for 1957
must be submitted to the Technical Assistance Board not later than 15
July 1958,

Resolves:

1. To note with satisfaction the report of the Regional Representative
of the United Nations Technical Assistance Board;

2. To authorize the Chairman of the Committee to transmit to the

Chairman of the United Nations Technical Assistance Board the resolutions

/adopted at
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adopted at the present session and to request the Board to grant high
priority to the requests formulated in the resclutions cited and endeavour
to fulfil in the 1956 programme the greatest possible number of the new
requests, postponing tothis end, if it be necessary, the following
previously subtmitted requests: an expert in vegetable oils and fats
requested from UNTAA, and an expert on the same subject requested from
FAO, as well as an expert in electric energy requested from UNTAA;

3« To authorize the Chairman of the Committee, in consultation
with the other members, to submit to the United Nations Technical
Assistance Board as soon as counvenient a draft programme of technical
assistance for 1957, subject to ratification by the Committee at its
next session.

ADVARCED TRAINING IN IMDUSTRIAL ENGINEERING

Resolution 31 (CCE), adopted on 28 January 1956
¢ E./CN. 12/CCE/59)

The Central American Economic Co-operation Committee,

Congidering that the report on the Organization of a Gentral Amerdcan
Research Institute for Industry (ST/TAA/J/Central America/Re2), which
was brought to the attention of the Committee at its fxtraordinary Session
in San Salvador from 4-9 May 1955, includes in its Annex D a "Memorandum
on the need for Developing Technical University Education in Central
America" and recommendations on ths advisability of making a study to
detemmine ways to improve present conditions of technical and scientific

education in Central America,

Congidering that under the terms of resolution 6 (CCE), adopted on
7 May 1955, it was agreed to create the Central American Research
Institute for Industry, which is now in operation, and that the formation
of an Advanced School of Industrial Engineering and Administration would
be a complement to the functions of this Institute,

/Considering that
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Considering that the general trends in economic develo;ix’xerit require
an increasingly large number of persons with the technical dualifications
indispehsable for an effective implementation of the specific prograrmes
and projects on which the Governmerits and private firms of the Central
American countries are engaged, with a view to an acceleration of Central
American economic integration and development,

Considering that in spite of the individual efforts which the Central
American countries have been making toward improving the necessary
conditions and facilities for professional training in the various fields
of modern technology and science, reality demonstrates that academic
possib:v.htzes and practices are still at a minimum and that their influence
'in industrial develomment is insufficient,

Considering that the work of organizations like the Central American
Research Institute for Industry will help to stimulate the general process
of industrialization and that the effects of scientific research and
technical consultation will not become a practical reality until there is
a sufficient number of quallfled engineers who are capable of taking charge
of local :Lndustn.al projects or of projects of Central American integration
- “availing themselves of the technical information of the Institute,

Resolves to recommend to the Central American Governments that,in
the plans for co-—operatlon which are ca.rr:.ed out in the field of education,
they study, as soon as possible, in collaboration with the United Nations
Educational, Scientific and Cultural Organization, the orgenization of
a Central American Advanced School of Industrial Engineering and Managemertt
for the ‘training of specialized technical personnel.

CENTRAL  A¥ERICAN RESEARCH INSTITUTE'. FCi INDUSTRY

Reaolutlon 32 (CC ), ed on 28 January 1956
Y/ CNe 12?0&"[__)_

The Gentral American Econonu.c Co-operation Committee, '

Congidering that the Central American Research Institute for Industry
has been duly created, under the terms of resolution 6 (CCE) and by means

/of an agreement
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of an agreement subscribed to by the Governments of Costa Rica El Salvador,
Guatemala, Honduras Nicaragua, and has now begun operations in Guatemala
City, and ' ] C

Considering that the Dlrector of the Institute has submitted a first
report of activities (E/CN.12/CCE/L1),

Resolves:

1. To take note with satisfaction of the report of the Director of
the Central American Research Institute for Industry.

2. To express warm gratlitude to the Government of Guatemalza for the
facilities and co-operation whieh it has given for the establishment of
the Institute.

PLACE AND DATE OF NEXT MEETING

Resolution 33 (CCE) adopted on 29 January 1956

(B/CN.12/CCE/61)

The Central American Economic Co-operation Committee,

Resolves to accept the offer of the Republic of Guatemala to hold the
fourth ordinary session of this Committee in that country in January 1957.

VOTE OF THANKS TO THE GOVERNMENT AND AUTHCRITIES OF
NICARAGUA

Resolution 34 (C%/) adopted on 29 January 1956

E/CN L12/CCE82)
The Central American Zconomic Co-operation Committes,

Resulves to express to the Goverrment and authorities of Nicaragua
its deep appreciation for thegenerous hospitality extended to the delegations,
to the secretariat, to the fépresentatives of the specialized agencies and
to the observers and to manifest its satisfaction at the efficient measures

that they took tOTQSSuré‘the sucecessful functioning of the sessione

/VOTE OF THANKS
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VOTE OF THANKS TO THE CHATRMAN AND TO THE SECRETARIAT

Resolution 35 (CCE), adopted on 29 January 1958
{¥/CN.12/CCE/63)

The Central American Economic Co-operation Committee,

Resolves to express its deep appreciation and acknowledgement:

(a) To the Chairman of the third session, Dr. Enrique Delgado,
Minister of Fconomy of Nicaragua, for the able manner in
which he has presided over the proceedings of the session,
thus contributing to the successful completion of its work,
and '

(b) To the representative of the Executive Secretary of the
Economic Commission for Latin America, and to the other
members of the secretariat, for organizing the conference
and for the reports which gave the Cowmittee 2 firm basis
for its deliberations.

VOTE CF THANKS TO THE REPRESENTATIVES OF THE CRGANIZATION
OF CENTRAL AMERICAN STATES, THE REPUBLIC OF PANAMA, THE
UNITED NATIONS, THE SPECIALIZED AGENCIES AND THE OTHER
ORGANIZATIONS OF THE INTER-AMERTCAN SYSTIM

Resolution 3¢ (CCE), adopted on 29 January 1956
B/CN.12/CCE/85)

The Central American Economic Co-operation Commitiee,

Resolves to express its appreciation: ‘

(a) To the representatives of the Organization of Central American
States, for their éttendance, their interest and the co-operaticn
which they offered during the course of the Session;

(b) To the representatives of the United Nations Technical Assistance
Board and Technical Assistance Administration and of the United
Nations Food and Agriculture Organization, for the reports which
they submitted to the session, as well as te the representatives
of the United Wations Educational, Sclentific and Cultural

/Organizatioh, the
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Organization, the Intermational Bank for Reconstruction and
Development and the International HMonetary Fund for the
interest which they manifested in the work of the Committee;

(e) To the representative of the Republic of Panama for having
honored the Committee with his presence as an observer, and

(d) To the gbservers of the Inter-~American Economic and Social
Council and of the Inter-American Statiétical Institute for
their attendance at the meetings and their participation in
the discussions. '
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II1

RESOLUTIONS OF THE ECONOMIC COMMISSION FOR LATIN AMERTCA
AND ITS COMMITTEE OF THE WHOLE
ECONOMIC INTEGRATION OF CENTRAL AMERICA

Resolution 50 (V), adorted on 25 April 1953
AE/CN.12/335)

The Bconomic Comission for Latin America,

Sonsidering: L

(a) That in pursuance of resolution 9 (IV) on Economic Develomment of
Centrai America, the Govermments of Costa Rica, El Salvador, Guatemala,
Hondures and Nicaragua have set up a Committee for Economic Co-operation
composed of their economic ministers, for the purpose of carrying out a
programme of gradual and progressive integration of thelr economies based
on principles of co-operation and reciprocity,

(b) That the Executive Secretary has presented a report on the studies
and work carried out to date in connexion with that programme (E/CN.12/296,

296/Add.1, 296/Add.2 and 297),

Takes note with satisfaction:
(a) Of the setting up of the Committee for Economic Co-operation

of the Economic Ministers of the Central American Isthmus, the first
meeting of which was held successfully in Tegucigalpa, Honduras, in August
1952, as well as of the report on the subject sutmitted by that Committze
(B/CN.12/AC417/24) ;

(b) ©Of the preliminary studies carried out by the Executive
. Secretary which served as a basis for the resolutions adopted by the
Committee for Economic Co-operation at its first meeting;

(c) Of the approval which the United Nations Technical Assistance
Beoard has given to an initial group of technical assistance projects for
Central American economic integration, which form part of the programme
drawn up by the respective governments based on the work carried out
jointly by the Executive Secretary, the Technical Assistance Administration,
the Food and Agriculture Organization, the International Labour Organisation,

/and the United
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and the United Nations Educational Scientific and Cultural Organization;

(d) That the United Nations Technical Assistance Board has appointed
a Resident Reprasentative to the Goverrments of the Central American
Republics who will co~ordinate technlical assistance activities in those
Republics, especially those relﬁting to the economic integration programme;

(e) That the Committee for Economic Co-operation set up a sub-committee
to prepare a draft uniform customs nomenelature for Central America and
that this sub-committee has concdluded its work;

(f) That in relation to the studies for the Central American
economic integration programme, a joint mission of the Technical Assistance’
Administration and the secretariat, with the collaboration of the
International Civil Aviatioﬁ Organization, has been préparing a report
on transportation in Central America which will be discussed at a seminar

to be held in the near future in San José, Costa Rica;
Resolves:

1. To express its satisfaction with the way in which the Committee
for Economic Co-operation of the economic ministers of the Central '

American Isthmus is implementing yesolution 9 (IV) of the Commissiong

2. To recommend to the secretariat that it continues to cafry out
the studies and work necessary for the Central American economic

integration programme;

3. To recommend to the Technical Assistance Administration apd
the specialized agencies of United Nations that, in co-ordination with
the Committee for Economic Co-operation, they continue to give due
attention to projects relating to the Central Amefican ecohqmic integration

programme,

/ECONCMIC INTEGRATION
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ECONOMIC INTEGRATION OF CENTRAL AMERICA

Besolution 73 (AC.24), adopted § February 1954
WO

The Camittee of the Whole of the Economic Cormmission for Latin America,

Considering:

(a) That the secretariat has submitted for the consideration of
the Committee dflthe Whole thé annual report of the Cormittee on Economic
Co-operation in Central America which covers the work carried out from
28 Rugust 1952 to 16 October 1953, and which was approved at the second
session of the Committee in'San José, Costa Rica, '

(b) That in the above report notice is given of the decision of
the San José meeting to call this body the "Committee on Economic Co-
operation in Central America’ instead of the "Committece for Econcmic
Co-operation of .the Ministers of Eeonomy of Central America" with a view
to expanding its memberships and functions, B

(e) That in the same report notice is given of certain modifications
in the rules approved by the Committee,

Takes note: :

(a) Of the report submitted by the Committee on Economic Co-operation
in Central America (E/CN.12/AC.24/5);

(b) Of the technical assistance which the United Nations, FAO, ILC,
UNESCO and ICAO have been rendering to the programme of economic
‘integration in Central America; .

(¢) Of the Committee's change of name and the modification of the
rules, and

Resolves:

l. To express satisfaction with the manner in which the Committee

on Economic Co~operaticn in Central America is carrying out its work;

2 :To recommend the secretariat to continue the implementation
of the studies and tasks necessary for the programmé of economic integration
in Central America;

* Editorisl note: Later modified to "Central American Economic Co-
opsration Committee. !

/3. To recommend
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3. To recommend that Technical Assistance Administration and the
specialized agencies of the United Nations should continue, in co-ordination
with the Committee on Economic Co-operation in Jentral America, to devote
due attention to the projects connected with the programme of economic
integration in Central America.

ECONCMIC INTEGRATION OF CENTRAL AMERICA

Resolution &4 (VI), adopted on 15 September 1955

o e e

{(E/GN. 12/393)

The Economic Commission for Latin America,

Taking into consideration that, in compliance with Resolution 9 (IV),
the Central American Economic Co-operation Conmittee has submitted a report
on its activities carried out between its second session held at San José,
Costa Rica, in October 1953, and the extraordinary session, held at San
Salvador, Zl Salvador, in May 1955, including the resclution approved at
the latter,

Bearing in mind that the programme for the progressive and gradual
economic integration of Central America has enjoyed the continued support
of the Expanded Programme of Technical Assistance of the United Nationg,
furnished in accordance with the requests submitted to the Technical '
Assistance Board by the Goverrments of Costa:Riéa, El'Salﬁador, Guatemala,
Honduras and Nicaragua, and | '

Recopnizing that the implemertation of this programme is helping to
co~ordinate the economic development of Central America, to enlarge the
regional market and to strengthen the bases for an increase in income
and & rise in the standard of living,

1. Takes note with satisfaction:
(a) Of the report submitted by the Central American Economic
Co-operation Committee (BE/CN.12/366), and congratulabes the Committee
and the Governments represented on it on the practical and constructive manner

in which its studies have been carried out, embodying a happy combination

/of the efforts
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of the efforts of a group of Latin American Governments and the technical
resources of the United Nations ecretariat and of the othér international
organizations coliaborating in this work, which has given concrete _
expression to the aspirations of the countries in question and the aims
of the international organizations;

(b) Of the support given to the work of this Committee through the
Expanded Programme of Technical Assistance and especially by the Techrical
Assistance Administration, the Food and Agricultﬁre Organization of tre
United Nations, the International Labour Organisation and the United
Nationg Educational, Scientific and Cultural Organization, as well as
of the collaboration of agencies of the Organization of American States;

‘2, Beaffirnﬁ its desire that the Central American Economic Co-operaticn
Committee should pursue its endeavours to facllitate the economic>integration
of Central America; and

3. Recommends to the secretariat that it continue to carry out the

studies and tasks required by this programme.
ECONCMIC INTEGRATION OF CENTRAL ABAIGA

Resolution 111 (AC.34), adopted on 14 May 1956

) -

Considering that, in compliance with Resolution 9 (IV), the Central
American Economic Co-operation Committee has submitted a report on its
activities carried out between its extraordinary session held at San
Salvador, El Salvador, in May 1955, and the third session, held at Mansgua,
Nicaragua from 23 to 29 January 1956, including the resclutions approved
at the latter,

Takes note with satisfaction:

1. Of the report submitted by the Central American Hconomic Co-
operation Committee (E/CN.12/AC.34/5), and congratulates the Committee
and the Governments concerned on the practical and constructive manner

in which the work has been carried out;

/2. Of the
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2. Of the support given to the work of the Commiitee through the
Expanded Programme of Technical Assistance and especially by the Technical
Assistance Administration, the Food and Agriculture Organization of the
United Nations, the International Labour Organisation and the United
Nations Educational, Scientific and Cultural Organization, as well as of
the collaboration of agencies of the Crganization of American States,

Recognizing that the secretariat, through the happy combination of
its efforts with those of the Governments and other international agencies,
has succeeded in bringing this programme to the stage of practical

achieveaent,

Reaffirms its desire that the Central American Econcmic Co-operation
Committee should pursue its endeavours to facilitate the economic

integration of'Central.America, and

7 Hecommends the secretariat to continue its work and to carry out
the studies that it considers necessary for the successful fulfilment

of the programme.



