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The period which elapsed between October 1968 and October 1969 marks, not
indeed chronologically but rather in its potentialities for the future, a turning
point in the historic process of integration which is the aim of the Latin imerican
Free Trade Association.

The fact that the countries which were attempting to integrate sre at very -
different ‘levels of development within a network of profoundly dissimilar social
and economic conditions and covering a vast territoriasl area, places apparently
insuperable .difficulties in the way of achieving a political and economic union,
the roots of which lie in the very process of American history, but at the same
time they present a challenge.

Perhaps the example of Europe hes led us to simplify the process which was
begun in 1961, or perhaps on the other hand we have tended to complicate it with
the result that we get involved in purely teriff discussions and negotiations,
forgetting that the basic objective is to make our industries mutually complementary,
to provide them with a wider end permanent market and to obtein adequate financing
for the projects involved in integration.

" The proof that complementarity sgreements provide a solution for Latin imerican
problens- can be found in the fact that eight of those are alreedy in force and
thet a ninth one, concerning products for the generation, carriage and distribution
of electric power, was signed by the plenipotentisries of Brazil and Mexico last
Cctober.
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Before making a few brief comments on the events of the past year I should
like to point out that within the framework of the liberalization programme which
is intended to promote trade devzslopment, imports between the contracting parties
increased by %100 million. This fizure, however, is quite small when we remember
that all the imports of the contracting parties do not amouat to #1,000 million a
year, which is Jjust about the aversge annual imports of any one moderately
developed country. This fact gives a clear idesa of the modest level of our mutual
trade even at the present time. We must not forget, however, that the purpose of
LAFTA is to liberalize substantially all our trade and that these figures reflect
the reality of our situation.

I intentionally refer to the modest level of our trade figures after eight years
of a liberalization programme in orcer to stress once zgzain the importance of
certain other aspects of integration from the point of view of our future
developnment.

The contracting perties have in their possession an exhaustive analysis made
by their techunical experts and have decided, without in the least wanting to show
any slackening in their political intentions, to make substantial amendments to the
Montevideo Treety for the constructive purpose of bringinz its terms into line with
the realities experienced in the past eight years. Gonsequentlj, the so-called
"Protocol of Caracas", signed at the IXth Session of the Conference a few months
ago extended until 31 December 1930 the transitional period for building up our
free-trade area which, according to the Treaty, should have encded in 1973. At the
same time 1t adopted more concrete foundations for the future negotiations to.

transform LAFT. into a common market. It also decided to revise the standards
governing the procedure for drawinz up a common schedule and national schedules.

It is in the financial and monetary field that LAFTY has a feeling of being
faced with very serious difficulties. In order to overcoame some of the monetary
ifficulties action has been taken to spead up the mechanism for enabling the
central baznks to cover temporary shortages of liguid resources, and several meetings
of the Commercisl Bank nave been helc with a view to drawin:; up uniform operating
procedurss to facilitate the workini of the systeir of payments and reciprocal
credits adoptea by tie central banks of the LAFTA countries.

The absence of a financial and co-ordinating body is still one of the serious
zaps in our intezrated structure.

On the other hand, Latin imerica annually loses through invisibles more than
it receives in the form of 2id for development, and this fuCu, combined with the
¢ifficulties of a ruzgged territory, makes clear the importance of maritime transport,
with all its consequznces in the form of clasihes of interest both at the regional
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level and at the international level. These problems are now being studied with a
view to adapting the situation to meet our desire for economic and social develcp-
ment. To this end it is indispensable to continue studying the recommendations
made by our Council to the ixecutive Committee concerning the desirability of
holding within the framework of LAiFTL a special meeting on meritime transport to
examine the problems in depth, including the possibility of eventually setting up
single bodies at government and cntrepreneurial level for maritime transport
similar to ICAO and IATA, for example.

The process of integration, which is essentially our process, must however be
able to count on resources from outside our Associztion. I should like to stress
this point very strongly because I am not talking sbout aid, but about the
investments which industrialized countries mizht make in the sxpectation of a
reasonable return, on a scale adsquate to meet the requirements of the social and
economic development of our countries. If we ask for help for our development it
is essential for us to present a common front as regards toaxetion, so as to |
encourage investment from outside the irca. We nust try to esvolve a mechanism which
prevents dissimilarities wnd discrepanciss in our respective laws concerning the
treatment of foreign capital. For the gbove purposes we are preparing:

(a) a general standsrd classification of taxes;

(b) an adjustment of our taxuation systems to the process of integration;

(¢) a provisional survey of the taxes in force in member countries of LAFTA.

We believe that, just as standerdization of technical standards can promote
the spread of technological knowlcdze and thus improve the application of that
knowledge, so it is essential to have uniform lejislation as an incentive to foreigr
investment.

What I have just said served as a basis for the study in depth, which was made
by the Executive Committee of LAFTA in order to 2ssess the progress of our work.

It was essential to undertake that study in a systematic menner, which would
enable concrete results to be achieved within a rclatively shoert time. For this
purpose, the Standing fxccutive Committee dividoed the work into subjects, and I
should merely like to point out that among the very large nuuber of studies to be
carried out, priority has been given to the following:
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1. Assessment of the process of integration: Under this heading, the following.

peints will be considered:

(a)

(0)
(e)

(d)
(e)

(£)

—
0G
~

a general analysis of the process of bringing to light the main problems
constituting an obstacle to development;

an examination of existing instruments and programmes;
mutual trade:

i. analysis of the characteristics and composition of intra-Area trade
and its relationship to the total trade of the contracting parties;

ii. consideration of the programme of liberalization and the machinery
to be used for carrying it out and, more particularly, the Common
Schedule;

trade in agricultural products;
industrial development:
i. industrial complementarity agreements;

ii. integration by sectors;

‘co-ordination of economic policies;

harmonious economic development:
i. position of couatries with a relatively less-developed economy;

ii. countries with an insufficient market.

Once this task of evaluation has been carried out, it will be essential as a
second step to determine what action has to be taken in future. This heading is

divided into the following four points:

(a)
(b)

(c)
(d)

determination of future stages of progress;

tasks to be undertzken in support of co-ordination of policies and the
harmonization of instruments, as well as means of economic co-~operation
between the contracting parties; i

action to speed up the process of integration;

uniform attitudes vis-a-vis third countries, groups of countries and
international organizations.
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2 Sub-regional integration: A4s representatives to GATT are aware, the’
Standing ixecutive Committee of LAFTA on Q@ July 1969 approved Resolution 179,
declaring that the Sub-regional Integration Agreement signed by Bolivia, Chile,
Ecuador aad Peru was compatible with the Treaty of Montevideo and the supple-
mentary resolutions. In order to do this it was necessary for the Co-ordinator
of the Joint Commission on the Dcclaration of Bogota, which was the starting
point for the whole of this process, to make a lengthy statcment before the
Standing Execcutive Committee and alsc meke certain zdditional statements to
explain points raised by other mombers of LaFTA. Unce these consultations and
statements had been completed, the Committee, as I have just said, declared

that the Sub-regional Integration Agrcement, signed in Bogota on 6 May 1969

by the plenipotentiariees cf the countries already mentioned, was compatible with
the Treaty of Montevidco and was in accordance with the gencral principles laid
down in Resolution 202, with the bases approved in Resolution 203 and with the
standards laid down in Resolution 222 of the Conference; it therefore approved
the Agreement. It is useful and necessary to pcint out that when the Pre5¢aents,
or the representatives of the Presidents, of the signatory countries of the
Andean Sub-rogional Integratiom igrecment met in Bogota in 1966, thty did so
with the firm intention of promoting the balanced and harmonious devclovment of
the countrics therc represcnted, but at the same time it wns kecown that sone
countries, or at lcast some governments, werc concerned lcst this might prove to
be.the establishmont of & political and economic block, which might in sowme. ways
introducc a fecling of discrimination. I should like to statc here that such
was never the intention of the Presidents who mot in Bogota and that their sclc
motive was « conviction that similarity between the degrec of ecenomic dovelop-
ment of the countrics concerncd and their geogrophical proximity would help to
promotc the process of integration, «lways within the framewerk of LAFTA.

uorcovur, the couatries which signod the Jgrcement considered that balanced
and harmonious development should léad to an cguitable distributicn of benciits
derived from integraticn ameng the momber countrics and thus reducce the differcnces
still cxisting betwcen them. Uonsequently, tho results of this procuss muast
be assessed periodically so as to sce Jhut arc: the offects on the expansion of
the total cxports of wach country, the bchavicur of its trade balancc with the
sub-region, the development of its gross national product, the creation of fresh

employment and the foricticr of ucw Lpitul.

A}

-

The delegates. here nchLnt arc- alse awarc that 1l was necessary to hormonisze
our econoiiic and social policics and te approximate our Lutlonl laws in thce
appropriazte ficlds. 1t was aluv uccessary te arrive ot joint vlanning, intensi-
fication of the process cof oub—ruglunal industrizlizhition and the carrying out

of programmnes of industrizl development by sectors. From the outset, onc of the
most important probloins has been that of a common external toriff, and the first
step will be the adopticn of a common minimum cxtornsl tariff.

]
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I do not wish to tire dslegates by giving a detailed explanation of
everything that the Agreement is goin - to achieve, because they can read that
for themselves in documents which are readily available. . I should, however,
like tc provide some information on the main organs of the Agreement, which are
the Committee, the Council and, as subsidiary bodies, the various committees.

Thus the Committes 1s the biggest organ under the Agreement, and consists of one
plenipotentiary repressnting the govarnment of each of the States members. Every
government is required te appoint one titular representative and one substitute.

In addition to the Committes there is ths Council, which is the technical organ,
and vhich consists of threc members working solely in the interests of the sub=-
region as a whole. The members of the Council may be nationals of any Latin

american country; it is interesting toc note here that they are not necessarily

selected from countries of tho iAndean area.

The Committec chosc Peru as its seat, thus doing my. country an honour. It
elso sclected as Executive Sscraetary for the Andean group a distinguished Peruvian

gconomist, Dr. Javier Silva Ruete, who was previously manager of the Central
Reserve Bank.

The process oi integration of tho Andean region is thus entering on its
operational phase, and I should like to stross once ogain that all its operations
vwill be carried out within the framework of LiFT4, which in successive resolutions
adopted by its Conference made provision for the existence of one or more sube
regional agraements.

It is alsc intsresting to peint out that within the framework of the process
of integration of the indean sub-rsgion it has been possible to avoid that gap
which we have found to exist within LAFT4 and which has hampered the positive
progress of intezration -~ I rofer to the financial aspect.

i

The -1d an group was conscicus of this basic problem which affects our
countries, and rsalized that it wes essential te set up a body -hich would finance
the reg 1on 1 investments of ths group. To this end it established the Andean
Dovilopmant Corporation, which has its seat in the city of Caracas and which will
begin operations in the very ncar future. The Corporation has a subscribed
capital of $10C million and 2 paid-up capital of $25 million provided by the
member States, bub with certain interesting characteristics. ‘thare are sheres
¢ld by member Statcc, which arc known as typc 4 sheres; there are shares held
by private, scmi-Statc or semi-officizl undertekings in the member States, known
as B shares, and, finally, shares will bc issued which arc known as C shares and
which will permit the possibl: participation of capital fror outside the Area
and cven from outside the continent in this development corporation.

;
]
n
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What are the advantages that may be expected from this type of sub-regiaonal
organization? Its importance lies in the fact that member countries and private
undertakings in thesc countries arc going to be able to unite their efforts to
develop and expand critical sectors, and then withdraw when the projects are
in full working order, leaving them in the hands of thec private sector, and
use their capital for other critical sectors. It also means - and this is very
important for the representatives of the industrialized countries who are '
listening to me - that large-scale foreign invesitment will be in the form of
co-participation in large sub-regional undertzkings, with the following incentives

to invest:

(a) security as regards the investment which they are going to make, because
they will be associates in joint undertekings and not exposed to the
problems vhich would naturally arise in the event of nationalization
in any of the countries concerned;

(b) their investments will be more productive from the purely utilitarian
point of visw, because they will be working in an expanded market of
60 million inhabitants and this will ovcrcome the difficulty which
previously existed as a result of production costs being much too high

for a small market.

This means that the measures teken under the Agreement for Sub-regional _
Integration, supplemented by the establishment of a financial body, provide a
guarantee that this transitional process, which will remein within the framework
and subject to the provisions of LAFT4, will have a positive effect on the
development of our countries, which are a mixturc of moderately developed
countries, countries with an inadequate market and countries with a relatively

less~developed economy.

I believe that, with this brief description I have given of the process of
sub-regional integration which is now coming into operation, together with the
information that I have given as to what has been achieved during 196S by LAFTA,
I have carried out the duty which I was given the honour of undertaking, namely,
to transmit on bchalf of the members of LiFT4 en account of the most important
events that have taken place during the past year, and which we feel sure will
naturally be of interest tc the countries which are lMombers of GATT.



