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I. COMMON MARKET

1. Free trade

With the expiry in June 1966 cf the period prescribed in the General Treaty
for the suspension of the special systems of exceptiun to the rule of free trade,
the process of annuel incorporation of headings into the regional - free-tradu
régine has been practically completed.

The 1,194 headings of the NAUCAl which had so far bsen incorporated in the
system represent 93.6 per cent of the total. The eighty-two sub-headings which
have not so far been incorporated in the system of unrestricted free trade include,
on the one hand, products for which such treatment is conditional on signature of
special agreements and on compliance with specific conditions, such as equalization
of import duties for thoss products or for their raw material components, and,
on the cther hand. items which are excluded from free trade largely because of
the existence of internrational agreements regulating trade in thsse products.

Varicus additional esfforts heve besn made to incorperate further headings
into the free-trade régime and to guaraniee the application of that régime to
goods already covered by it. uis regards the inclusiorn of new headings, a
Prctocol tc the Goneral Treaty was signad zt San Salvador on 12 October 1967 to
eliminat: from the system of exceptions to free trade ths headings comprising
papar and glass containers which had remained as exceptions in trade between
Nicaragua and the other countries <f the Common Market. New that this Protocol
has come inte force, cn 20 January 1963, =nd hes subsequently been ratified by
most of the countries, thz system of unrestricted fres trade is completely in
force except betwecn Nicaraguo and Honduras, since the latter country has not yet
ratified end therufore not deposited the instrument of ratification.

As regards tha= gubrertoeing of free trads, action by the governments and by .
regional instituticns has 122 to the solution of cortain trade problems connccted
with uncertainty as to the origin of goonds and, in somc cases, with recourse to
the provisions on unfair business practices. In this connexion, the Economic
Council adopted Resolution No. 50 {(CEC) at San Sslvador on 27 March 1968 approving
Regulaticns for tho Settloment of Disputes which have been applied since that
date by the Exccutive Council.

Since 1964 the Executive Ccuneil has been developing procedurss for suspending t
customs duty exemptions granted on imports from outside Central imorica in the
case of products for which substitutes are being produced under satisfactory
conditions in the contracting States. To this end, improvemenus were made in the
proccdures for application «f the provisions of “rrlclw IX of the General Treaty,
which has tended to onsure that the entire Common Market would be open for
products from the region and, more particularly, raw materials, scmi--processed
goods, packeging and packzsging meterinls and capital goods.

1 ‘ . . . oo
Central imerican Uniferm Tariff Nomenclature
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2. Dniform import tariff

The Second Protocol of Managua to the Equalization igresment and to the
lAgrecment on the Régime of Central imerican Integrated Industrles, signed on
1 July 1968 and in force as from 23 March 1969, coatains provisions regerding
tariffs as part of the development policy for the textile industry introduced
by that instrument. As a result, some.headings which had been equalized under
earlier instruments were broken down and two headings were incorporated which had
previously been awaiting equalization. 4s a result, uniform duties havé'bsen
adopted for 1,514 headings, representlng 97.5 per cent of the l 551 headings
in the tariff.i

The Protocdl of Guatemala City to the Tariff Equalization Agreement cane
into force on 4 May 1967. It incorporates forty-five headings in the uniform
tariff, fifteen of these for immediate equalization and thirty for progressive
equallzatlon. It also provides for amendments to certain dutiés which had been
equalized under earlier instruments.

The other existing instruments for equalization of tariffs continued to
progress in tneir respective transition periods towards the stage.cf uniform.
duties for those headings whlch are included in the system of progreb51vv
equallzatlon=

On 28 April the transition period for the Protoc 7 o San José came to an
end and this implied the inclusion in the uniform teriff of 120 headings which
had been in process of progressive equalizaticn.

3. Evclution of trade

Trade between the Central imerican countries continued to grow, and in
1968 reached an estimated total of Cif260 million (Table 1).2 - The absclute
increase as compared with 1967 was Ci$46 million or 21.6 per cent. The trend
is still upwards but the relative amount of increase is less thqn in the preceding
year.

Trade by countries (Tables 24 and 2B) shows a slight change from the
traditional pattern. Guatemala and E1l Salvador continued in 1967 to-zccount for
the bulk of intra-regional imports and exports, but the third place, which had
been held by Honduras, was taken in the case of imports by Nicaragus, althcugh the

lIt should be pointed out, as has been dene in carlier reports, that the total
number of hcadings may vary os a result of the introduction of new paragraphs in
the existing sub-headings, as has been done with a view te the equalization of the
2.5 per cent of the schedule which is still pending, or as a result of changing
certain duties on which agreement had already been rcached.

2 \
The Central Americen peso (Ci$) is a unit of account created by the central
banks of the area and is equivalent to one United States dollar (Us$) .



L/3364
Page 6

difference in the figure was quite small; Costa Rica became the-third.lergest
exporting country in the Common Market. The country distribution of imports is
reasonably proportionate, whereas exports ere still concentrated between the '
three main suppllers, which account for 80.3 per cent of the total.

The commodity composition of trade (Table 3) shows the same characteristics
as in previcus years. Manufactured goods still predominate (Sections 6 and 8 of
the NiUCA), amounting to C4$103.7 million in 1967 or 34.4 per cent of the total.
Foodstuffs (Secticn O of the NiUCA) come in second place with CA%47.8 million
or 22.3 per cent, followed by chemical products (Sectlon 5) with Ca$32.9 million
or 15.4 per cent. The other six sections represent between 9.02 per tent and

Leb5 per cent..

The other tables included in the snnex to this report give figures for the
total velue of imports and exports, the share of Central imerican trade in total
trade and the distribution of Central imerican trude by areas of origin and '
destination.

dio Customs legislation

Lt its thirty-seventh meeting the Executive Council examined the draft”
regulations on customs formalities for produrts covered by the free-trade régime.
This draft, drawn up on the basis of irticle 183 of the Central iAmerican Uniform
Customs Code (C4UC4), vwas approved at the technical level by th: second mesting
of Directors-Genaral of Customs held in dpril 1968, and is intended to simplify
customs formalities for products originating in Central imerice.

The Council approved the draft regulaticns by Resslution-No. 106-and-
recommended their approval by the Ecconomic Council. The latter body has not yet
considered the draft.

In a2ddition, a draft protoccl cn uniform customs lsgislation, and a draft
agreement on smuggling and tax evasion, are still pending before the Executive
and Economic Ccuncilis.

5. Other uniform legislation

The Agfeement for the Protection of Industrizl Property, Trade Marks, Trade
Nemes and Publicity Slogans or Signs, was signed in San José, Costa Rica on
1 June 1968.

Drafts for uniform legislation on patents of inventions and 1ndu trlal
designs =nd models, on bills c¢f exchange and on commercial companies, as well as
a harbour code are in various stages of preparation.
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IT. INDUSTRIAL SECTOR

1. Intesrated industries

The Agréement on the Régime of Integrated Industries, sijned at Tegucigalpa
in 1958 and in force since 1961, is intended to promote the 0rowth of industries
whose capacity is so small that they must have access to the whole Central American
rder to operate under rsascnably economic and competitive conditions.

.
arket in o

At the present time three plants are operating under this Régime: one for
tyres and tubes in Guatemala, and one for chlorated insecticices and one for
chlorine and caustic soda in HWicaragua. The tariff protection provided for in the
relevant Protocol for industries established in this latter country began to toke
effect in December 1967 and March 1988, when SIECA informed the Governmments that
the plants fulfilled the requircments lala down in the Protocol with resobct to
capacity and standards of quality.

The Second Protocol to the Régime, which declared the sheet zlass industry as
being an integrated incdustry and authorized, in accordance with the Agreement, =2
producing plant to bé established in Honduras, came into force on 27 January 1060,
when the third instrument of ratification wos received, and has now become
effective in all five countries since the fifth ratification was dsposited on
14 Mny of this year. However, the plant has not yet been sct up becauses certein
details have still to be settlced concerning the size and chcracteristics of the
available msrket.

At present the responsible authorities are stuay¢n' reoucsts for othe
industries, such as pulp and paper, iron and steel, and man-made fibres, to be
declarcd integrated industries. ,

2. Spocinl System for Promotiou cof Productive Activities

The opcclul System for Promotion of Proe ictive Activities, whlcn was
established by the First Protocol to the Azrecment on the Réiime of Integrated
Industrics, signed in San Salvador on 29 Jenuary 1963, came into force for all the
countries except Honduras on 2% February 1965. In terms of this system, customs
duties are ostablishced g priori at rates higher than thosc of the existing tariff
wnen there is regiomal production and an 1uotallca capacity sufficient to cover at
least 50 per cent of demand from uDO five countries. This iastrument is used in
special cases to prevent the immediote adoption of a protectionist tariff from

adverscly affecting the consumer hecause of a shortfall in Jdomcstic production.

The Second Protocol to the Azrecement on the Régime of Intezrated Central
American Industrics, signed on 5 November 1965, added the following products to
the Speeinl System: sulphuric acic, uncut absorbent paper in luf re rolls or in
small rolls for sanitary use; toilct paper in sheets or in rolls; sheets or thin
leaves of aluminium, with or without paper baciking and whcther or ﬁot printed
(aluminium foil); aond metal cylindors for compressed gases anc similar containers
which resist prossurc but which arc not soldered or have soldercd bottoms.
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Of the products mentioned, the metal cylinders industry is -already covered by
the protective charges, and the latter will shortly be oxtended to the sulphuric
acid industry. R

On 23 March of this year, with the coming into force of the Second Protocol
of Managua to the Equalization Agzreement and the Agreement on the Régime of.
Integrated Industries mentioned above, which was signed on 16 November 1967, the
following products were added to the Special System: polyvinyl chloride and
compounids thereof; shovels, picks, hoes; axes and spades without handles;
mattocks; trinkets, jewellery and silverwere; ‘fluorescent tubes.

Of these products, the following have already been made subject to the
corresponding charges: compounds.of polyvinyl chleride and fluorescent tubes, for
which it had been shown that the necessary production machinery and installed '
capacity existed. At present, action is beiny taken to extend the coverage to the
manufacture of hand tools, and the factories in question have already been
inspected to determine whether they satisfy the conditions. At the same time, the
Executive Council has pending before it a number of other applications for
inclusion in the systei of certain products the manufacture of which the Governments

wish to promote.

3. Fiscal incentives to industrial development

The Central American Agreement on Fiscal Incentives to Industrial Development
establishes z uniform system of fiscal incentives with a view to stimulating the
industrial development of Central America as a whole, thus unifying the national
provisions on the subject, as well as co-ordinating their application in the
various menber countries.

The First Protocol to the Azreement deals with the concessions which Honduras
can. grant for the establishment or extension in its tercitory of manufacturing
industries in excess of those already contemplated in the Agreement itself. The
purpose of this instrument is to ensure that Honduras, which is relatively less
developed in the manufacturing sector, should be able to attract more investment
for industries to be established in its territory and thus extend its industrial

basis.

Both the Agreement and the Protocol came into force on 23 larch when the
fifth instrument of ratification for the two instruments was deposited. Accordingly;
the Economic Council has recommended to the fxecutive Council that it should revise
the regulations which had been approved a few years ago sSo as to adapt them to
recent developments in connexion with the administration of fiscal incentives.

In accordance with an express provision of the A:reement the signatory States
must, within a period of not more than one year from 1ts cominy into force, sign a
protocol establishing the fiscal incentives applicable to overall activities.
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lee Textile industry

The Second Protocol of Managua lays down the regional policy for development
of the woven cotton fabrics industry. That.policy is based on the control of
supply by programming investments in new plants, subject to certain limits of
capacity which are lzid down in the Protocol for each country. It should be
pointed out that these provisions constitute the first concrete application of
regional policy for a given branch of industry.. ‘

The Protocol lays down among other things the maximum producing capacity to
be installed in the various countries up to 31 December 1970; it fixes a
reasonably protectionist customs tariff and provides for the abolition of duty-
free treatment for imports from third countries. It also contains provisions
concerning finance, technical assistence and the training of woerkers.

At the present time studies are being made of the knitted febrics industry
and the man-made fibre industry, to serve as a basis for uniform policies in
those branches of the textils industry.

5. Other industries

The Central American Research Institute for Industry (ICAITI) has undertaken
studies at the request of SIECA in the industrial branches for fats and oils and
phermaceutical products which will serve as a basis for proposing policiss
designed to promote and develop those branches.

III. INTEGRATION IN THE AGRICULTURAL SIECTOR

1. Co-ordination of price stabilizaticn policies for staple srains

On 14 October 1967 a Special Protocol on Grains under the General Treaty
(Protocol of Limdn) came into force when the third instrument of ratification was
deposited. This Protocol provides a bacis for co-ordinating production anc
supply programmes for staple grains in Central dmerica. The Protocol becane
effective for 2ll five countries when the fifth instrument of ratification was
deposited in February 1968.

The Co-ordinating Committee for Markets and Frice Stzbilization set up by
the Protocol has held a number of meetings to considsr questions concsrning the
harmonization of price stabilization policies. Its decisions have been based on
studies submitted by SIZCA in co-operaticn with the FAO Advisory Group for
Central American Integration (GAFICA).
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Among the more important activities of this Commission is the establishment
of a price stabilization fund for staple grains to finance the purchase of such
grains by the bodies responsible for regulating prices.’ The Commission sub-
mitted to the Central American Economic Council a draft request for co-opsration
from the FAQ World Food Programme in setting up this fund. The Council approved
this proposal in May 1969 and requested the Central American Bank to follow up

the matter,

Under its terms of reference the Commission is empowerea to fix sach year
co-ordinated guaranteed prices to producers which must be observed in all the
countriss, In carrying out this task the Commission, which previously had fixed
minimum prices for two products only, has now for the first time established =
co-ordinated prices for the four staple grains (maize, beanhs, rice and sorghum)
in accordance with the Protocol of Limén; these prices will remain in effect
during the crop year 1969-1970. The regional bodies Have also been asked to
undertcke studies which will enable guasranteed prices to be fixed in future.on
the bssis of a common formula, adapted to conditions in the area.

Recognizing that uniform action on price stabilization calls for action
by the regulating bodies to maintain uniform methods of operation over and above
the measures just mentioned, the Commission, on the basis of studies made by
SIECL, has decided to examine in the very near future the various measurss which
will bave to be taken to attein this objectivs.

The Committee also approved the establishment of a2 system of weekly notices
to informths public throughout the area of the situation on the grain market
of Central America and on trends in supply and demand in the five capital cities,
This service is provided by SIECA and has been opsrating since Septembsr 1968,

2. Co—ordination in the cotton industry

The Cen*ral Anerican Front for *he Defence of fotton, established by
producers in the arsa, continued to be active on both o regional and an
international basis. At the rsgional level the Front took steps to fix a
minimun price for cottonseeds and was successful in having measures adopted to
prohibit the use of industricl tallow in the production of foodstuffs, thus
promoting the use of cottonseceds. In the international field the Front presents
the co-ordinated views of ths Central American producers at annual mectings of
the International Cotton Advisory Cormittee. In this connexion ths SIECA
preparcd a document "Cotton in Central America" containing recent figures on
the development of this crop in the region. The Front has now decided on the
joint position it will take at the forthcoming meeting of the Committes in
Kampala, Uganda, next June, at which it will propose resolutions for restoring
the balance of the world cotton market.
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3. Livéstock

The SIECA has considered the possibility of establishing on a regional basis
a uniform register for the pedigrees of cattle. Studles are also being carried
out to promote cattle-farming in Central America and Panama and concerning the
merketing of meat at the regional level. These studies were begun by GAFICA and
are being carried on by the FAO/IBD and FAO/IBRD groups. IGAITI has made
proposals on quality standards for milk and milk products wiich are at present
being considered by the countries and the regional organizations concerned.

In accordance with the provisions of the Protocol of San José, the Executive
Council determined the first quotas for imports of powdered milk from third
countries and those became effective on 1 January 1969.

L. Fisheries project

The five Central American Governments and Panama have since November 1966,
with the help of the United Nations Development Programme and FAO, been working on
a regional project for fisheries development. The purpose of the project is to
increase production and consumption of fish products in the area, and to this end
the following steps are being taken:

(1) determining the potential of fishery resources which could be.
comnercilally developed; '

(ii) the development and management of existing fisheries;

(iii) improvements in the methods of processing and marketing fishery
products;

(iv) -consolidation of the administration aud planning of fisheries.

The Central American Commission for Fisherics Development, established by the
supreme authorities on the subject in each country, is responsible for decisions
concerning the work to be done in developinz the project, for which a director,
with headquarters in San Salvador, is responsible.

The studies and rescarch undsrtaken in connexion witih the project are
submitted periodically to the Coummaission.

5.  Anima] health

The Ixecutive Council has expressed conceri over the difficulties arising for
unrestricted trade because of the existence of diffcrent health legislation in the
various countries of the region. It has thereforc instructed SIECA to take the
necessary steps to have a study made with n view to simplifyin; and harmonizing
the Central American legislations on health controls.
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SIECA, in conjunction with the International Regional Organization against
‘Plant and inimal Diseases (OIRSA), has commenced the preparation of a draft code
on animal health and is now trying to find means of overcomiiy obstacles to free
trade arising out of the application of provisions concerning plant and animal
health.

€. Agricultural resssrch

The Standing Cournititce for Agricultural Ressarch held its second meeting at
Tegucigalpa, Honduras, in November 1967. On that occasion an assessment was made
of the state of agricultural research in the region and recomsendations were made
on procedures and pricrities; a reguest was mads to the IICA (northern zone),
SIZCA and BCIZ to make a study and submit suzgestions for the introduction and
operation of comprehensive agricultural rescarch programmes aL reﬂlonul level.

In the light of rccommendations made by the Central American Co-operative
Programne for the Improvement of Food Crops (PCCHCA) which was set up as a working
agroup of the Standing Committee, the Pan-fimerican Agricultural School (8AP) in
Hondurus has taken steps to set up a Regional Goru~Plasm Bank. Equipment for the
Bank wes supplied with the finaacinzl help of ROCAP in respomse to a request made

by PCCHCA through bIbCAu

it present the ZAP is drafting regulations concerning methods for helping the
countrics to preserve seeds in establishments of this kind.

In the same connexion the School held the first intcernational course in seed
technology for Central America 1nd Panoma in bu tember and October 1968. In view
of the success of that course it is planninz a seccond regional course which will

deal with the harvesting, purification, preservation and storazc of seeds.

On the besis of earlier studies undertaken by the Coumission on Economic
Co-operatica withk the financial help of the Inter-fmericnia Development Bank, SIECA
has bszun, in co-operation with the IICA (northern zone), to prepare a plan of
agricultural regions within the Central Americen cconomy in order to guide the
co-ordinzted development of the area in the light of the particular characteristics

of its rosources.

So far a study has been completed of the situation in 1 Salvador (Stage I),
and it ie hoped that thc cxperiment as corried out in that country will lead to the
definition of = methodolozy which can be applied ot regional level. Other stages

in the plan, in which considerable progress has wlso been made, include
agricultural gzoning at the Central Americazn level (Stage IL), the compilation of
blbllO”lethgl and cartographical ianformatiocn (Stage III), tuc training of
professlonu7 staff (Stope IV), the regionalization at national level of the Central
imerican countries and Paname (3tage V) and the integration of national studies

(Stagze VI).
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The regional bodies Wthh are helping to co-ordinate asgricultural research
in the area held a meeting in January 1969 to define the scope of their
activities in the near future. The subjects on which agreement were reached
include the short-term preparation cf uniform legislation on thes production and
marketing of improved seeds; a regional programme for the collection and.
exchange of information on agricultural research; and the preparation of uniform
integrated plans for agricultural rescarch. '

7 Technical co-operation

Work in connexion with the development of agriculture has been greatly
helped by the increasingly active participation of two international organizations.

The FAO idvisory Group for Central American Integration (GAFICA), which
was working at the branch office of the Economic Commission for Letin America in
Mexico as part of the FiO/Central American Integration Scheme (F40/CAIS) was
transferred to the SIECA headquarters in January 1967 in order to co-operats
in the Economic Integration Programme.

The Inter-American Institute of Agricultural Scicnces (IICA) of the
Organization of American States, which moved its Regional Director's office
for the Northern zone to Guatemala in Decembsr 1964, has in recent years been
co—operating more closely with SIECA, especially in its work connected with
research, agricultural cducation and prograumes of training and co~ordination
of activities between the national institutions for agrarian reform.

In pursuance of an agreement signed in 1966 betwesn the Inter-imerican
Development Bank, the Organizatior of American Statss and the Government of
Israecl, this country established a mission to undertzke a programue of
technical assistancs on land settlement in Central imerica. The mission has
been working actively in the various countrics and has had great success in
organizing agricultural settlements ~nd running short courses on land settle-
ment for tschnicians from Central Americe and Paname.

Continued help has been received from the Govermment of ths United States
of America, which has provided technical and financizl assistance through the
local missions of AID and through ROCAP.

Recently o mumbsr of non-profit-making institutions from outside Central
America have made preliminary contacts with certain national znd rcegional
bodies and have expressed an intcrest in assisting to promote agricultural

development in Central Amcrica.

IV. THE EXTHRNAL SECTOR

1. Balance of payments

The first indications of the existence of balance-of-payments problems in
Central America were brought to the attention of the Directors of Planning when
they met at San José, Costa Rica, in 1964, by the Joint Programming Mission for
Central America.
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The »nrcblem has becoae riore acute in recent yesrs zs a natural result of the
process of econoudic grow+h of the countries, which has been characterized by &
tendency for imports froa outside the region to incresse much more quickly than
exports or then the economy =2s 2 whole. Zotween 1961 and 1965, exports from
Centrel ‘merica grew et the rste of 10 to 12 ver cent per annum. However, this
ves not sufficient to cover the import needs whick, during the same Derlod
increased at the rate of 1/ to 15 per ceat por znnum. This led to & growing trade
deficit end a deficit in the current. zccount of the balance of veyments. The first
of those rose from $:531.3 to Ci4103.5 million and the latter from CALA5.1 to
C&%167.2 million.

The.situation described in the preceding paragraph continued through 1$67.
The deficit on current account rose by more then ner cent and is now aporoximately
Ci%242 million, while the internstional reserves of the region as ~ whole £211
by CA%21.3 million. '

"ccordlng to the inform-tion evaila ble, it had been foresecn that the
expansion of economic activity would call for larger impeorts which could not be
covered by exports and by inflow of capitzl. In those circuustances; what was
required was to improve the means for restricting imports which the countries had
2lrezdy started to apoly. ’

The numerous exchinges of views et various levels concerning the measures that
should be tsken to dasal with this probles led to the signing in San Joss,
Costa lica, on 1 June 1955 of - Pxotocol to the bCﬁEI‘l Trezty entitled :
rieasures to Safeguzrd the T.slsnce of nts”. This rfrotocol was signed in the
conviction thet credit =nd monetar:y ﬁedsurou slone wore not Su*lelcnt to restiict
inflationary pressures =nd to reduce their effECbb on the l=vel of internztion:l

reserveg.

The Protocol introduced an Feconomic strbilizetion tex® of genetvs
application which zdcs 30 per cent to ithe rotes of imwort duties. This tax will be
zpolied for five years os froam the date on which the instruwaent came into force
and will be summlemented by the nossibility which hos been grented to the countrics
to impose internel taxes on consunption &t ctes of un to 10 or 20 per cent in

accoréance with schecdules conteined in the Frotocol.

love thor 1965 and is at present in force
y

Protocol came into force on €7
1 an "ic TIgua.

Selvador, Honduras and

1t the szme time tha Jentral imerican cuthoriitlies are contvinuing to seek move
effective means of acting tozether in monetzry, bznking ond credit questions so as
to contrluute to 2 solution of the problem. One of the Lumediztc steps has been
the developuent by the “onetary Council of rn (g egrent on.nonetar7 and exchange
oolicy which is 1nteudad aventually to lead the establizhinent of a Central
firericen monetary union. Flans are also on Ioot Tor establishing a monetar,
stabilizetion fund comnosed of contributions from the countries concerned together

with resources from abro:d.

=
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2.  Commercial policy

(a)  Imstitutional orgenization
International events, combined with the degree of progress which had been
mede by the Central American Common Market, made it necessary to take more
concrete steps to develop a common trade policy which, in addition to
strengthening the external sector of the economies, would lead tc an improvement
in the position of :the region in dealings with third countries or groups of countries.

For this reascn, in August 1967 the Economic Council adopted Resolution No. 44
(CEC) prescribing the methods by which Central American commercial pelicy should
be conducted. The Resclution provides that the formulation and supreme
administration of a common commercial policy in dealings with the rest of the
world is a matter for the Ecomomic Council, which should seek to harmonize the
commercial policy of the region with the foreign policies of the countries
by consultations and meetings with the Ministers of Foreign Affairs. The
Executive Council is responsible for applying and administering the common
commercial policy and, in so doing, it can count on the co-operation of the
national foreign trade committees. SIECL is responsible for undertaking study
and research to facilitate the tasks of both Councils.

(b) Latin American Common Market

In the Declaration of the fmerican Presidents adopted at Punta del Este,
Uruguay, -in April 1967, it was resclved that a Latin imerican Common Market
should gradually be developed based cn the amalgamation of LLFTA and the CACM.

In order to give effect to this decisicn of the Presidents, a meeting of
representatives of the standing Executive Committee of LAFTA and its Executive
Secretariat --ith the Executive Council and General Secretariat of SIECL was held
in July 1967. On that occeslon it was proposed that, 2= accordance with the
Punta del Este decision, there should be an integrated Co-ordinating Committee
cstablished by agreement and subsequently approved by each of the higher bodies
in both systems of integration. The instruments of ratificetion of this agreement
were exchanged at the joint meeting of Ministers of Foreign Affairs, of LAFTL and
of the CACM countries, held at isuncidn, Paraguay, in September 1967, and on the
game occasion a list cf priorities for the work of the Co-ordinating Committee
was drawn up.

The Committee held its first meeting at Port of Spain, Trinidad and Tobago,
in October 1968 when it approved its standing orders and laid down the principles
to govern the econcmic integration of Latin imerica. It alsoc gave preliminary
consideration to the possibility of drawing up sub-regional integration agreements,
and propcsed that industrial complementarity agreemonts should be open for
participation to all the Latin imerican countries. It also dealt with the
establishment of tariff preferences in Latin fmerica, according to the relative
degree of development of the various countries, and it further decided to
introduce a standstill for import restrictions in Latin America.



. The subjects described in the previous paragraeph were included in the
programme of werk for more detailed study. The secretariats will lsy down the
terms of reference for putting the progrevme into effect and will undertake the
necessary co-ordinztion. It is further provided that a meeting of government
experts will be held which will submit a report with recomendstions to the
Co-ordinating Cdmnitteetasﬂpart of the work on qommercial and tariff policy.

(c) .elatlona w1tb countrles and g_q ns of countrizs

In accordence with ¢ resolution of the Iconomic Council, & study was made
which led to & decisicn to continue negotia=tions for the complete lnco;poratlon
of Psname in the Common :‘arket. In due course officiels of the Central imerican
countries and Fansma will meet to continue the negoti.tions.

4s regards rel-tions with {exico end 3p:zin, the ?ronomic Council has
designated the Txecutive Council to represent Centrsl L.erica on the committees
which are to be set up to study the various posszbllltlas-ox,economlc
co-operation with those countrles. Joth committees will meet. for the first time

during the present rear.

(@) Interggﬁional_conferegg@g

The delegations of the Centrzl .mericen countries have contlnueo to
co-ordinate their sctivities =nd, as far as posdible; tzke a unifori“line in
various intern:stional conferences znd meetings.

On the occasion of the second UNCT:2 Confercnce, the countries nut forwerd
common views at the preliminary umeetings in Bogote nnc .lgeria, et the
Conference itsclf z2nd azt meetings of the Trade ond Develom?nnt Bozrd. In this
connexion it mey be pointed out that Guatenzlz ‘nd Toste lice were appointed
members of the Board and thot four countries -~ Cuatemzls, Honcduras, Niceragusz
and Costa ica .- ,re'mrlberc of various comaittess. The Centrel :merican
countries zre nn clng cverV'ﬂfforu to ensure that effective results will be
obteinad by the snec1¢1 vOmﬁlttee on Preferences, end they hope thet the Corrnittee
on' Shipping w1ll soon Pro¢uce reso]utnons wiich con be *Unl¢ed in the short term.
As regards international conferences on SO@lelC products, the suthorities of the
Comnon Market p=2id specizl nttnntlon to the prenaratory aecetings and the actual
United Nations Conference on Sugar, which was held in Genevs in 196%, and which
approved the Internationcl Suger Agreement, 1963.

As a result of the j int action taken by ths Central 4merican delegations on

e 4

that occasion the Commor liarket will be considered as one unit for allocation
of besic tonnages for export.
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With regard to this agreement, the Central .mepican.countries, consider.thet,
although they were successful in having the quota allocation made to them jointly,
the quota is still too low in view of the present and potential volume of sugar -
production in the area. At future conferences, they vill continue to press for
an allocatlon Wthh corresponds to the reul amount of sugar proauctlon in the -

reglon.. o

" In-the’ moantlme,‘c¢LG is continuing, thxoagh Lts rep;e5untau1ve in Geneva,
to maintain relatiohs with the -Secretariat of UNCTAD; with GATT and with other:
international bodies in:Europe. From time to.time it Fepresents. the govermments

at mbgtlggs ‘0f those bodies.

3. Ixport promotion programme

The promotion of exports to third countries is a matter.to which .great . .
attention has been paid at the naticnal and the regional level in recent years.
From 1964 onwards, verious recommendations have been made to govermments to. increasc
and diversify-their exports in the belief that the successful- ﬂppllcatlon of
development plans depends, to a very great extent, on the ability of the reglon to

obtain foreign exchange.

‘The - first- 301nt meeting of the Economic Ceun01l, the Monetary Council and the
Finance Ministers of Central umerlca, held at Managua in Hovember 1967, recommended:
the creation w1th1n oI”bu of" an OLIlCe wnlch would be’ responsi ible for- promotlng

exports.

In March 1968 on -the ba31s of an agreement 31gned by the Secretary~-General
and’ ‘the President ‘of the Central jimerican Bank of Economic Integration (BCIb), a
body knovm as the "oint SILCA/BCI' ‘Programme for the Promotion of Exports" bégan
to operate within the freomevork of SILCL. The activities of this Joimt Programme
have ‘been directed mainly to deciding what should be included within an export -
programme. The initial work has brought out the magnitude and complexity of the.
task, and the most recent activities have been to.seek suitable means to be adopted

in the public and private sectors.

T EECREIN

The group consisted azt the outset of a Co—ordlnﬂtor and a becretarj, but the
staff has been increased by officials detached from SIEC.. and the Central imerican
Bank. Empha31s has been put on counselling for the setting up in each country of"
bodles to be responsible for promoting: exports; other activitics of the group have
covered 1mormation, seles promotion, market research, training, -technical. ass:Lstan“f.
finance, quality control, export credit guarantees and transport.

‘The Directorate of the Central imerican Bank and tha’ Secretary~General of -SIECA
recently approved a dotailed programme of activities fér the future which will be-
submitted shortly to the supreme authorities of the Common Market for consideration.
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V. DEVELOPMENT OF INyRA-STRUCTURE

1. Regiomal road network

The govermments have continued to carry out the Centrel /merican road plan
approved at the first meeting of Ministers of Economy, Communications and Public
Works held at Guatemala City in 1963. This plan provides for the construction
of thirteen regional roads with a total length of 5,321 Xms. The construction of
the network is to be financed by BCIE, through its Integration Fund, end by
credits from other sources. It is estimated that by 1968 3,368 kms. had been
built; the remaining work will czll for expenditure of CA$l24 million of which
BCIE will finance CL$89Q million, leaving C4%31 million to be covered from other
international sources of credit and coantributions from governments.

2. Study of natural regions

:In 1966 and 1967, the Permanent Secretariat made a study of the natural
regions of Centrcl imerice and established contact with govermment offices
responsible for making similar studies at the national level in Guatemala,
El Salvedor and Honduras so as to ensure co-ordination of the work.

. 4is part of this study of regions, certain areas which offer possibilities for
rulti-national development have been identified, as follows: Gulf of Honduras,
Gulf of Fonsecz ond the Basin of the San Juan River. On the occasion of the
joint meeting betwesn the Econcmic Council and the Central .merican Institute for
Public .dministration in July 1968, the Ministers of Economy of the countries in
whose territory those rasgions are szituated requested financiel assistance from
the Inter-imerican Devclopment Bonk to determine the multi-national projects which
might be contemplated. For this purpose SIEC.. drew up terms of reference for the
initial setivities, and in November 1968 a mission from the Inter-imerican
Development Bank, which hzd been asked to consider the request by the Ministers,
visited the areeas in question and submitted a report which is now being considered
by the Bank with & view to deciding on the financing requested.

3. Research into naturgl resources

itlases of physical rcsources in El Salvador, Honduras, Nicaragua, Costa Rica
and Panzma have now been published, and those contain cartogrzphical information
concerning the soill, ccology, hydraulic resources, rainfell and infra=structure
(roads, electricity, hospitals and schools). The atlas for Guatemala is in course

of preparation.

In addition, the countries have continued their national programmes of surveys
for basic maps ocn a scale of 150,000.
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4. Regional studies on road maintenance

The study on road maintenance prepared by SIECA and BCIE in 1966 is being
revised, both as regards the analysis of the situation and the recommendstions
made therein. The results will be submitted to a meeting of Directors of-
Highways. It is intended to set up working parties to consider the recommendations
made, and in that way to ensure the participation of all bodies concerned in the

matter.

.The results of the deliberations will be submitted to a joint meeting of the
Economic Council and the Ministers of Public WCrks, which will take the necessary

‘decislons.

In the meantime the Central American Bank has decided, as part of its credit
operations, to finance the purchase of maintenance equipment subject to the
condition that the loan will not be hended over until an zppropriate programme
has been submitted for the maintenance of paved networks, including road signs
and signals, and supervision of load weights.

5. Electrification and hydraulic resources

The Central American Sub-Committee on Flectrification and Hydraulic
Rescurces has set up three working parties; one on standardizetion. one on
inter-State links and one on charges. The first of those groups has begun to
study the possible unification of standards, systems of distribution and
codification of materials. ' The second has laid down guidelines for the preparation
of a Central American Agreement on Inter-State Electricity Links, which will -
provide a general basis for formal bilateral and multilateral contracts and
which provides for the creation of a Central American Commission for Inter-State
Electricity Links. The third working party has studied the establishment of uniform
accounting and statistical systems, and has examined the comparative situation.
as regards costs of electric energy in the region. The final results of the
work of those groups will 1n due course come before the Sub-Committee.

The Govermments, with financial help from the United Nations Development
Programme, have set up a Central American Hydro-meteorologicel Network which
will operate for a period of five years and will evaluate rainfall and study
hydro-meteorological conditions in the region.

6. Maritime transport and harbour development

The Working Party of the Transport Sub-Committee of the Economic Co-~operation
Committee held two meetings:. the first at San Salvador in November 1967 and the

second at Guatemals City in September 1968%.

At the first ﬁeetlng the Working Party laid dowun general Iines of policy to
be followed ia its discussions, and conaidered the pnssibility of settiag up =
Central America=a Commission of Harbour Authorities, = Central American
Association of Users of Meritime Transport and a Ceatral American Shipowners'

Agsociatinon.
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At its second meeting the VWorking Party approved a draft request to be
submitted to the Central American Economic Council for the establishment of the
Central American Commission of Harbour Authorities as a technical advisory body
to the Council. This Commission was established by Resolution No. 58 (CEC) of
the Council, and will hold its first meeting next June. '

Also in the course of the second meeting the Working Party drew up
preliminary draft standing orders for the Commission and considered the
establishment of uniform accounting and statistical systems with a view %o
facilitating the study of the costs of harbour operations. It made arrangements
for the publication of uniform statistics on the subject and for the simplification
of documents to be produced by ships, and for ensuring that such documents
complied with the provisions of international conventions.

In Februsry 1969 an extraordinary Central American meeting on maritime
transport was held at Guatemala City for the purpose of exchanging views on the
possible consequences of the expected increase in freight rates and to determine
what steps could be recommended to the Govermients to meet the situation.

SIECA is preparing a study on the main lines of shipping policy, the results
of which will be submitted to the Commission.

7.  Airfields

The extension of the Las Mercedes Airport in Hicaragua has been completed,
and air terminals heve been built at Guatemala City, Managua and San Pedro Sula.
Proposals are at present being considered for extending the E1 Ccco Airport in
Costa Rica, znd studies are being made for the site of the new Tegucigalpa

airport.

8. Postal services

In December 1966 the first meeting of Directors of Postzl Services, convened
by the Central imerican Institutes of Public Administration, was held at San José,
Costa Rica. At that meeting the Directors exchanged views on the problems of
surface transport of mzil within the region, and decided, for an experimental
period, to have the mail corried in a vehicle tc be provided by the Guztemala
Post:1l Service and which would meke the round between the five capitals, the
cost being met jointly by the five countries.

The second meeting of Directors of Postal Services was held at Guatemala City
in February 1968, having been convened by SIECA at the request of the Directors
themselves. At that meeting an assessment was made of the results of the
experiment begun z2s a result of the first meeting, and it was found that the
operation of the service was very slow and costly in view of the small volume of
mail that was carried. SIECA wos therefore asked to mzke a study of the problems
of the region as regsrds surfece transport of meil. SIECA has completed this
study, and its principal recommendations include the following: (1) To enter



L/3364
Page 21

into contracts with road transport services existing in the regionl for the daily
despatch of letters and parcels, it bteing thought that a maximum of three days
would be required to reach the most distant capitals in the region; (2) training
of Post Office staff, including the establishment of a uentral American school

for this purpose.

9., Telecommunications

" In April 1966 the Governments signed a treaty setting up the Regional
Technical Telecommunications Commission (COMIELCA) for ths purpose of co-ordinating
the construction of the Central-imerican telecommunications network based on
uniform specifications. The contracts were to be allotted on the basis of a
joint tender. The construction of the network would be financed by the Central-
American Bank, which has made loans to each Govermment to finance the part of the
work for whlch it is respoﬂ31b1e. It is hoped that the network will be completed
within two yesrs and will have a capacity of 960 channels linking up the cap;tals
of the Central-American countries and the city of San Pedro Sula, with connexions
.with Mexico and Panama and a third outlet for the rest of the world which may

p0851bly be via satellite.

10. Central-Amewlcan Air Safety Services Corporatlon (COCESNA)

The Central-American Governments set up COCESNA in 1960 under the management
of the Directors-General of Aviation. The Corporation has the sole operating
rlght for all the communication facilities and nav1gatlonal alds for air traffic

in Central America.

The Corporation has made considerable progress in the construction of
facilities for air navigation as prescribed by ICAQ, 'including the operation of
radio beacons, VOR and DME for the main airports of the region. In addition,
channels are being rented from the National Telecommunications Departments for
inter-regional services. In March 1969 the Central-American Bank granted the
Corporation a loan of CA$300,000 to extend its installations, which include a
number of additional channels to be rented from the National Telecommunications

Departments.

11. Road transport services

The Permanent Secretariat is meking a study of the situation of road transport
services in the region which will include an enquiry into transport undertakings,
undertakings making use of road transport and official bodies connected with the
supervision ¢f transit, including passage through frontier posts. The information
thus collected will be used as a basis for outlining a policy of road transport
services for the area.

lAt present mail is being despatched by sea, using internetional services,
or in part by reil.
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VI. TECHNICAL ASSISTANCE

1, Technical assistance granted SIECA to the countries

Economic programming activities have continued tc be developed in the main
within each country. The regional organizations, and particularly SIECA, have
restricted their activities to giving advice to the countries in drawing up their
national plans and have carried out research work at regional level.

The advice given includes co-operation in the preparation of plans for
mediun~-term action in Costa Rica, Bl Salvador and Nicaragua and in the preparation
of an annual operation plan for the public sector in Honduras. SIECA also
co-operated with Costa Rica in preparing an operational plan for public and
industrial investment to be put into effect in 1969, Advice was given to the
Planning Office and to INSAFI in El Salvador in the preparation of a five-year
plan, and to the Planning Office and INFONAC in Nicaragua for the preparation
of an economic developument plan for 1969-1973. In Guatemala assistance was given
in the macro-economic evaluation of basic industrial projects. '

As regards regional action, SIECA, OAS and ECLA formed a working party to
analyze the financial requirements of the countries during the next few years,
including the preparation of a comparative study of their secondary structures
and the possibilities of harmonizing national systems. A budget was also drawn
up for preliminary programmes of the main regicnal organizations for 1969.

Frogress has been made in developing ean inter-institutional pregramme for
co-ordinated studies by BCIE/ICAITI/ECLA/SIECA,

Information on programming activities for different sectors is given in
other sections of this document.

2. Fxternal technical assistance for the integration movement

During 1967, 1968 and 1969 the Permancnt Secretariat as well as other
regional institutions continued to receive valuable help from various organs of
the United Nations, the Inter-imerican Development Bank, the Organization of
Americen States and the Governront of the United States, working through ROCAP.

Conversations have slso been begun with certain other friendly governments
and with a number of private foundations with a view to extending the fields of
activity for which external co-operation might possibly be obtained.
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VII. FINJNCING OF ECONOMIC INTEGRATION

The financing body of the integration movement is the Central American Bank
of Economic Integration, whose authorized capital increased over the period
coVered by this report from US$40 million to USH6C million. In addition, the
Governments have approved a grarantee capital of a further US$40 million as
backing for the institution's bond issues.

In the past two years, the Bank has succeeded in doubling its resources by
contracting loans and credit lines with international financial organizations and
friendly governments. Thus, at 30 4pril 1969 the Bank's resources were in the
vicinity of CA$250 million, of which CA$R15 million were of external origin.

The Central imerican Economic Integration Fund, whose establishment was
reported at the end of the third session of the Inter-imerican Economic and Social
Council in 196/, is the main financing source for infrastructure projects of
regional or multinational interest, and has been administered by the Central
imerican Bank. 4t 30 April 1969. the aggregate raesources of the Fund were
equivalent to CA$122.5 million, of which approximately one half had been obtained

since Junc 1967.

As regards utilization of these resources, as of 30 fpril 1669 existing
loans by the Bank amounted to Ciil50 million, of which Cid52 million (34 per cent)
were intended for industry, Cil88 million (59 per cent) for infra-structure and
Ca$l0 million (7 per cent) for housing. The foregoing operations were carried out
by means of almost 200 loans to the member countries.

With a view to mobilizing increased resources for financing the integration
effort, and in accordance with the guidelines set forth in pcint 38 of the
"Vifia del Mar fLction Programme", an cdvisory group composed of representatives of
SIZCi, the Central American Bank, ICAITI, ECLL, IDB, O4S, 4ID, IBRD, and IMF, met
in Washington in September 1968. At the meeting, cstimates were drawn up of the
financing requirements of the integration process for the coming two years; and the
bases were established for the work to be done in order to mobilize those

resources.

VIII. ACTIVITIES OF REGIONAL INSTITUTIONS

Some of the more important activities of the institutions responsible for the
direction, co-ordination and execution of the Programme have already been
mentioned in earlier sections of this report; accordingly, here we shall merely
summarize their activities during the period under consideration. It should be
noted that thesc institutions have ecstablished closer relations among themselves,
in order to ensure better co-ordination of activitdies.

1. Central fmerican fconomic Council

The Economic Council has held six nmcetings at which it approved various
agreements, protoccls and regulations that had been submitted to it; it
cstablished the meeting of Dircetor-General of Customs as an advisory body of
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the Executiv: Council; it adopted a »lan for immediste action in pursuance of
the Economic Integration Prisramne; wnd it sttended to other matters for which
it has responsibility under the Integration Treaties. In addition, it held two
joint mectings with the Menctery Council and the Centrsl American Ministers of
Finance ol a second meeting with the Monetary Council™ in order to discuss
measures for dezling with the rezion's balance-cf-payments problems.

In July 1968, the Economic Council held a meeting at Guatemala City with
the Inter-imericen Council of the Ailiance for Frogress (CILLP), the first meeting
of this kind to be held in the continent, to study ways of ensuring more
effective and speedy financial and technical assistance for thce five countries.

The Council visited Washington D.C. in February 1968 to discuss with
United States officials some of the problems of external origin with which.the
Central iAmerican Common Market is confronted, Similarly, with a view to
naintaining ¢loser relations with the European Economic Community, the Council..
has arranged tc visit the member countries of the Community in the near future.
In this connexion, the Secretary-General of SIECA went to Brussels in June 1968
to prepare for the visit. ' ‘

2. Executive Council

The Exzecutive Council held twelve meetings in the period covered by this
report, to consider matters connected with the administration of the
Cormon Farket. It also sxomined matters referred to it by the Economic Council,
including gusstions relating to the balance~of-payucnts problem which are
reported in enother section of this document, ~nd it examined draft legal
instrunients submitted to it by SIBECL. The last of these twelve meetings was
beginninz ot the time when this report was prepared, with a view to considering
draft implem.nting rogulations for te Centrel Aticricar Agrecement on Fiscal -
Incentives for Industricl Dovelopmont.

3. Pernmanent Sceretoriat of the Gonercsl Troaty (SIRCL)

Iy
i

SIECA has continued to carry out enquirics ond studies and to preparc
docunentation for mactings of the various kedies of the Gencral Treaty and of the
cormittees and auxilizry bodics. In co-opcration with the Secrctariat of the
Central fmericen Monctery Council, SIECA carried out enquirics end prepared
background material to enable decisions to be token for dealing with the region's

[e]

balance-of-payments probloms.

The teriff projcct in which SIECA has been engaged jointly with ICLP was
extended until 1970, under an agreement recently negotiated with ROCAP. An
Export Promotion Prcgromme hes besn launched jointly with the Central American
Bank of Economic Integration and this is roported on in the relevant section of
this documont.

lThe first had bcen held in January 1967.
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L Economic Co-operation Committee of the Central-imerican Isthmus:

The Statistical Co-ordination Sub-Committee of the Central-American Isthmus -
held its second extraordinary meeting at Guatemala City in November 1968, to
examine the content and coverage of the 1970 censuses. On that occasion, it
adopted Resolution No. 58 (sC.2) under which various measures were recommended
to govermments for carrying out censuses of population, housing and agriculture
in 1970, in accordance with the American Census Programme (COT4-1970).

5. Central American Bank of Economic Integration (BCIE)

The main financial activities of the Bank are summarized above in-
Section VIII. In addition, the Bank has taken an active part in the identification
and preparation of projects of regional or multinational interest.

6. Central American Research Institute for Industry (ICAITI)

During the period covered by this report, ICAITI carried out technical and.
economic studies for international and regional bodies, integration organizations,
national organizations and for the private sector; it gave advisory assistance
to industries in the region and carried out analyses, tests and experiments on
products of those industries; it continued its research work designed to identify
raw materials in the area with a view to their industrial utilization, or to
promote new uses for raw materials already known; it drew up new quality standards,
and expanded its training programmes in the field of research technigues.

7. Central American Monetary GCouncil (COMCA)

The Secretariat of the Monetary Council has been working on the bases for
an additional monetary protocol to the General Treaty, with a view to harmonizing,
co-ordinating or unifying the monetary policies of the member countries as a
prior step towards attaining a monetary union. Under the Agreement, the Council
and its Secretariat would be established on an institutional basis, and the
groundwork would be laid for a common market of capital guaranteeing full
convertibility of the currencies of the five countries.

The Council is also studying rossibilities for establishing a Central American
Monetary Stabilization Fund designed +to afford temomorary financing to associated
countries in order to heln them %o restore balance.-of-pajments equilibrium in the
event ihat their internation2? monelary reserves fell to a level that might
disrunt payments relations within the Common Market.

In co-operation with the Central American Central Banks, the Council is
endeavouring to strengthen existing payments mechanisms. In this connexion it
is examining the possible establishment in the near future of a Central American
traveller's cheque and a Central American bill of exchange which would help to
expedite payments within the Common Market.
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In addition, and as mentioned in other sections of this document, the
Secretariat of the Council:.-has parulclpated actively in the work . leadlng up
to the signature of the Saq José Protocol on Measures to Safeguard the Balance

of Iéyments.

8. Central imerican Clearing Houss

At 31 December 1968, operations by the Clearing House within the Common
Market had rezched an amount of CA%$222,556,000, representing the highest annual
level of clearing transactions ever carried out by the Clearing House since its
establishment in July 1961, and an increase by CA%42.2 million {24.5 per cent)
over the level of clearing transactions carried out in 1967, which had reached
nearly CA%18u.4 million. This increase is also the largest since the

Clearing House began operations.

It is estimated that payments through the Clearing House represent
approximately 85 per cent of all transactions within the Common Market. “The
difference is acccunted for by frontier trade which does not usually use banking
serv1ces, and by commercial transactions effected on credit terms.

e

9. Central American Institute of Public Administratidn (ICAP)

The Institute continued its technical and general training programmes for
personndl in the public scctor. In February of the current year the governments
signed =z new agreement with the United Hations Development Programme, prov1d1ng

for the continuing flnan01ng of the Institute's activities.

In addition, a new agreement was signed between ICAF and SIECA on the one
hand and ROCAF, on the cther hand, with a view to continuing activities under

the joint tariff project.

10. Organization of Central American uwtes (CDECA)

The Conference of Ministers of External Rclatvions, which is the main body
of ODECA, held its third regular meeting in December 1967, and the fourth
commenced in January 1969. ‘On thzsc occasions the Ministers examined matters
connected with the smooﬁn wori-ing of the Organization, and set up bodies to deal

with snecific matters.

h ical councils and commitices of the Organization have continued
to hold meetings to atitend to mattors within their purview.

11. Stpreme Cowicil of the Contral Amcrican Universities (CSUCA)

The Council, which was so+ up by the .ational Universities of Central America
and Panawa, has continued its zfforts te raise the cultural, social and economic
1ev97 of +hn peoples of the Isfnmus, to disseminate the ideal of Central American
union and to contribute to thos:. aspects within its purview in connexion with:

the achievement of cconomic integration.
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IX, PROSPECTS

By reason of the dynamic character of the Integration Programme, periodic
reviews afford an opportunity not only toevaluate progress but also to redefine
objectives in the light of the stage of progress achieved.

At the present time, the final stage has been reached in liberalizing intra-
regional trade and adopting a common tariff to be applicable to imports from the
rest of the world. For this reason the meeting of Central American Presidents,
held at San Salvador in July 1968, when it evaluated the results already achieved,
defined the new tasks to be undertaken within the Frogramme. The Declaration of
Central American Presidents which was issued on that occasion includes the new
guidelines set by the supreme political authorities of the region for the
Common Market bodies.

From the operative aspect, the targets set forth in the Declaration have
been stated in practical terms in Resolution No. 54 of the Economic Council,
adopted at Tegucigalpa on 22 March of this year, by which the Ministers of
Economy of the Central American countries decided ~s follows:

"l. To set the following central objectives of the Central American
Economic Integration Programme, for the next stage of its implementation:

(a) the establishment-of a customs union beztween the constituent
territories, in a gradual and progressive way and in conformity
with the provisions of Article I of the General Treaty;

(b) " the co-ordination and harmonization of national policies on
industrial, agricultural, monetary and infrastructure matters,
in accordance with the requirements of the Common Market and of
the formation of the customs union;

(c) the creation of a common capital market and the establishment of
conditions to facilitate and promote free movement of workers at
regional level:

(d) joint action to safeguard exports by the Central American countries
to international markets and, in general, improvement of their
economic relations with third countrices."
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TABLE 2 A
INTRA-GENTRAL AMERICAN IMPORTS BY COUNTRY 1963-1967
gevised figures
(CA% million)
1963 1964 1965 1966 1967
Central America 72.1 106.2 135.5 174.7 . 213.9
Guatemala 19.7 26.4 31.5 33.8 4R.1
El Salvador 27.9 39.2 42.4 52,0 54.5
Honduras 13.3 18.0 25.5 34.0 40.8
Nicaragua 7.4 14.3 21.4 31.7 4R.3
Costa Rica 3.8 8.3 4.7 23.2 34.2
Percentages: |
Central America 100.0 100.0 100.0 100.0 100.0
Guatemala 27.3 24.9 23.3 19.3 19.7
El Salvador 38.7 36.9 31.3 29.8 25.4
Handuras 18.4 17.0 18.8 19.5 19.1
Nicaragua 10.3 13.4 15.8 18.1 19.8
Costa Rica 5.3 7.8 10.8 13.3 16.0
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T4BLE 2 B
INTRA-CENTRAL, AMPRICAN EXPORTS BY COUNTRY 1963-1967
Revised figures
(Ca% million)

1963 1964 1965 1966 1967
Central America 72.1 106.2 135.5 174.7 213.9
Guatemala ' 20.8 30.0 38.4 . 55.0 ‘ 65.7
¥l Salvador 28.7 . 35.2 46.1 | 57.5 75.1
Honduras 14.0 - 18.3 22.2 21.5 23.5
Nicaragua 4.2 6.9 2.9 14.9 18.6
Costa Rica VA 15.8 18.9 25.8 31.0
Percentagés:
Central smerica 100.0 100.0 100.0 - 100.0 100.0
Guatemala ' 28.9 23.3 28.3 31.5 30.7
El salvador 39.8 " 33.1- 34.0 - 32.9 35.1
Honduras ‘ 19.4 17.2 16.4 12.3 11.0
Nicaragua 5.8 6.5 7.3 8.5 8.7
Costa Rica - 6.1 14.9 14.0 C 148 | 14.5
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TABLE 3
INTRA~CENTRAL, AMERTCAN TRADE BY NAUCA SECTIONS 1966-1967
Revised Figures
(CA$1000)
‘ 1966 1967
I R - g e | g st

Section pescrlptlon Value total | Valu.e~ total
TOTAL 173,915 | 100.0 | 213,958 | 100.00
0 Foodstuffs 39,082 22.5 47,797 22.30
1 Beverages and tobacco 2,358 1.4 3,250 1.50

2 Crude materials other than
foodstuffs 6,178 3.6 6,975 3.20
3 - Fuels- and lubricants 1,893 - 1.0 4438 2.10
4 Fats and oils 5,221 | 3.0 5,390 2.50
5 Chemicals 25,428 14.6 32,898 15.40
6 Manufactures, by material 50,791 29.2 - 63,025 29.48

7 Machinery and transport

equipment | 7,539 bo3 9,506 4.50
8 Miscellaneous menufactures 34,269 | 19.7 40,683 | 19.00
9. Miscellaneous transactions 1,156 0.7 © 50 0.02
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IABLE 4
- EXTERNAL, TRADE
TOTAL VALUE OF IMPORTS AND EXPORTS
($ million)

Total Guatemala | E1 Salvador | Honduras | Nicaragua |Costa Rica

Imports 1953| 339.0 79.5 7344 62.0 50.4 73.7
' 1954| . 380.8 | 86.3 86.7.. .| ..59.0 . 68.2 80.6
19551 415.3 104.3 91.9 62.0 69.6 87.5 -

19561 . 469. 137.7 104.7 66.9 68.8 91.2

1957 525.1 147.2 115.0 79.0 80.9 102.8

1958 510.5 149.7 | 108.0 75.6 77.9 99.3

1959| 472.5 | 134.0 9.5 69.5 66.8 102.7

1960 514.1 137.9 122.4 71.8 71.7 - 110.4

1961 495.8 133.6 108.7 72.0 s Thody 107.2

1962f - 552.1 136.0 124.8 79.8 - 98.2 - 113.3

1963] 652.6 171.1 151.7 95.1 110.8 123.8

1964  770.L4 202.1 191.1 101.6 137.0 138.6

1965 £89.3 228.3 200.6 121.9 160.3 178.2

1966] 937.0 207.6 220.0 149.0 181.9 178.5

1967|1,030.4 247.1 223.9 1 164.8 203.9 - 190.7

Exports 1953| 380.1 88.9 89.6 67.2 54..5 79.9

FCB 1954 403.8 95.7 105.0 55,6 62.8 84.7

1955 414.6 98.7 106.9 48.1 © 80.0 80.9

1956 . 434. 116.3 112.7 T2.4 65.1 67.5

1957 465.3 108.8 138.5 63.9 71.2 83.4

19581 450.2 102.5 116.0 - 68.7 71.1 91.9

19591 431.5 - 102:1 14344 67.2 2.2 76.6 -

1960 440.1 112.7 116.8 61.9 62.9 85.8

1961 454.1 116.2 119.1 72.3 6% .4 84.2

1962 513.7 114.5 136.3 - 79.8 90.2 23.0

1963 589.1 151.5 153.8 1.9 106.8 95.0

1964 £73.4 164.4 i78.1 31.8 125.2 113.9

1965 761.3 185.8 188.7 126.0 149.0 111.8

19661 836.9 226.1 188.9 144.2 142.2 135.5

‘1967 856.5 197.9 207.2 155.9 151.7 143.8




1/3364

Page 33
IABLE 5
SHARE QF INTRA-CENTRAL AMERICAN TRADE IN TOTAL EXTERNAL. TRADE 1953-67
(in. CA$ million)
. ‘IMPORTS CIF EXPORTS FOB
Total From Central-. Ame_rican % Total To Central .-Amerii,can P
countries countries
1954 380.8 14.0 3.8 | 403.8 14.0 3.5
1955 415.3 13.1 3.2 414..6 13.1 3.2
1956 ‘ 469.3 13.7. 2.9 | 434.0 13.7 3.2
1957 525.1 16.9 3.2 465.8 16.S i 3.6
1958 510.5 - 21.1 L. | 450.2 21.1 4.7
1959 474.0 = 28.7 6.1 | 431.5 28.7 6.7
1960 514.2 32.7 6.4 | 440.1 32.7 Teds
1961 495.8 36.8 7.4 | 454.1 36.8 8.1
1962 552.1 50.8 9.2 513.7 50.8 9.9
1963 652.5 72.1 11.0 | 589.1 72.1 12.2
1964 770 .4, 106.2 13.8 673.4 106.2 15.8
1965 . 889.3 135.5 15.2 761.3 135.5 17.8
1966 | 937.0 | 1747 18.6 | 836.9 174.7 20.9
1967 |1,030.4 213.9 20.8 856.5 213.9 25.0
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TABLE 64
IMPORTS BY THE ARBA, BY ORIQ;N,l9§6f67.
1966 1967
‘ .CA$1C00 total--| CA$'000 . - I' -totale-

1. United States 386,331 £1.2 416,685 . 39.8,
2. European Economic Community | 144,932 15.5 148,857 14.5
3. European Frece Tradu : .o

Association 64ey 378 6.9 73,370 7.1

| 4. Central American Common -
Market 174,734 18.6 |. 213,958 0.8
. L J

5, Latin Mmerican Free Trade : :

Asscelgbion 49.122 5.2 49,529 4.8
6. Japen 60,921 6.5 76,022 7.4
7. Caribbean Free Trade . .

Assccigtion 3.939 0.4 3,294 0.3
8. Council fror Mupusl

Zconcmic iAssistance 2,353 0.3 2,544 0.2
9. Rest of the Werld 50,249 ‘ 5.4 52,736 5.1

—— A ATl L
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EXPORTS FROM THE AREA BY DESTINATION 1966-67
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1966 1967
DESTINATION Valuc in | % of Value in % of
CA%' 000 total CA%' 000 total

1. United States 285,542 34.1 292,974 34.2
2. European Economic Community | 198,159 23.7 191,088 22.3
3. European Free Tfade

Association 39,147 48 32,855 3.8
4. Central American Common

Market 170,284 20.3 205,648 24.0
5, Latin American Free Trade

Association 3,123 0.3 3,278 0.4
6. Japan 88,102 10.5 84,386 . 9.9
7. Caribbean Free Trade _ .

Association 2,992 0.4 3,363 0.4
8. Council for Mutual ,

Economic Assistance 719 0.1 534 0.1
9. Rest of the World 48,825 5.8 42,423 4.9




ANNEX

STATUS OF INSTRUMENTS FOR CENTRAL AMERTCAN ECONOMIC INTEGRATION
AS AT 31 HAY 1G69

Regional Agreement for Temporary Importation of Vehicles by Road, signed
by the five Governments on & November 1956, In force in all the countries.

Multilateral Central imerican Free Trade and Economic Integration Treaty,
signed by the five Governments oa 10 June 1958. In force in all the
countries.

Lgreement on the Central imerican Industrizl Integration Régime, signed
by the five CGovernments on 10 June 1958. In force in all the countries.

Central American Agreement on Movement by Road, signed by the five Governments
on 10 June 1958, In force in 1l the countries.

Central Americen Agreement on Uniform Road Signs and Signals, signed by the

<

five Governments on 10 June 1958. In force in all the cduntries.

Centrel American sngreement on the Equaiization of Import Duties and Charges,
signed by the iive Governuents on 1 September 1952. In force in 211 the -
countries. Entered inte force on 29 September 1950.

Protocol on Central imerican Tariff Precierence to the Central American
Agreement on the Equalizaiion of Import Duties cnd Cherges, signed by the
five Governments on 1 September 1959. A1l the countries have deposited
instruments of ratification. Under article IV of the General Treaty, the
Protocol is not applicable to trade in products subject to special régimes

which are excepted from free trade.

Treaty of Econcmic Association, signed by Guatemalz, E1 Salvador and Honduras
on 6 February 1$60. In force between the three countries.

General Treaty for Central imerican Economic Integration, signed on

13 December 1960 by Guatemala, Fl Salvador, Honduras and Nicaragua.

In force for Guatemala, ELl Salvador and Nicaragua since 4 June 1961; for
o

Honduras since iprii 19062, «nd for Costa Rica since § November 1963.
Instrument of Accession to the Genersl Treaty, signed unilaterzlly by
Costz Rica 2t San José on 23 July 1952. The corresponding instrusent of
ratification was deposited by the Government of that country on

23 September 1963,
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Protocol to the General Treaty containing lists of articles subject to
transitional.régimes of exception from free trade between Costa Rica and
the other countries of the Region, signed by the rive Governments on

16 November 1962, In force in all the countries. Entered into force on

$ Wovember 1963.

Agreement.establishing the Central American Bank of Econocmic Integration,

‘signed on 13 December 196C by Guatemala, El Salvador, Honduras and

Nicaragua. -In force as between them since 1961, and for Costa Rica since
September 1%63.

Instrument of Accession by Costa Rica to the Agreement establishing the
Central American Bank of. Economic Integration, signed by the Government of
thet country at San Jos¢ on 23 July 1962. The corresoondlng instrunent of
ratification was deposited on 23 September 1963.

dMenagua Protocol" to the Central American Agreement on the Equalization of
Lmport Duties and Charges, signed by Guatemala, Bl Salvador, Honduras and
Nicaragua on 13 December 1960, In force as between the five States,
including Costa Rica. Entered into force on 4 June 1S61.

Protocol signed by the five Governments on 31 July 1962, providing for
Costa Rica's accession to the "Managua Protocol®. In force .in all the
countries since 26 December 1563.

"Sen José Protocol! to the Central amcrican Agreement on the Equalization
of Import Dutiecs and Charges, signed by the five Governments.on

31 July 1962. In force in all the countries. IFntered into force on

29 April 1964. :

Central American Agreement on Fiscal Incentives for Industrial Development,
signed at San José by the five Governments on 31 July 1962. In force in
all the countries since 23 March 1969.

"First San Salvador Protocol" to the Central American Agreement on the
Equalization of Import Duties and Charges, signed by the five Governments
on 29 January 1963. In force in all the countries. Entered into force on
11 October 196/,

american Industrial Integration

Protocol to the Agreement on the Central
Régime, signed at San:Salvador by the five Governments on 29 January 1963,
"First Protocol to the Régime". Ratified by Guatemala, El1 3alvador,
Honduras, Nicaragua and Costa Rica. In force since 26 February 1965 for
Guatemala, E1l Salvador and Costa Rica, and since 31 August 1965 for
Nicaragua.



21.

22,

23.

2o

25.

26.

N
~2

(o]
oN
ACLEN N

(0]
G

jav)
5
0Q W

Protoccl to the Gencral Treaty settinz forth the Central American Uniform
Custons Code. Signed by the five Governments on 13 December 1$63. In
force since 6 February 1965 for Guatemala, hlcaragu“ and Costa Rica and
since 14 June 1967 for El Salvador.

"Guatemala Protocol" to the Central American Agreement cn the Equalization
ol Import Duties and Charges, s1gned by the five Governments on

1 August 1964. Instruments of ratification were deposited by Costa Rica
on 2 March 1865 and by Nicaragua on & October of tiat year. Guatemala
deposited the corresponding instrument on 26 April 1967. In force since
L May 1967.

Special Central American Agrecement on the Equalization of Import Duties
and Charges on Woven Febrics of Rayon and other Man-made Fibres, signed
on 7 February 1965 and known as the "Special Agreement”. In force for
ell the countries. ‘Entered inte force on 27 January 1968.

Special Protocol on Grains (Limén Protocol) Signed at Limdén, Costa Rica,
on 28 Ccteber 1S65. In force for all the countries. Entered into force

on 1/ October 1967.

Second Protocol to the Agreement on the Central American Industrial
Integration Regime, signed on 5 November 1965. ZXnown as the "Second
Protocol to the Régime". In force for all the countries. Entered into
force cn 27 January 196&. \

"Second San Salvador Protoccl" to the Central American Agreement on the
Zqualization of Import Duties and Charges, signed on 5 Nevember 1S65.
In force for Guatemala, EI Szlvador, Nicaragua and Costa Rica. Entered
inte force on 14 October 1967.

Trecety on Telecommunications between the Hepublics of Nicaragus,

El Selvador, Guatemale znd Honduras. Signed at Managua on 29 inril 1966.
Cogta Rica has acceded to this Treaty undcr the provisions of the
Transitional Article thereof. Instruments of ratification were deposited
by Guatecwalas on 17 June 1‘66 by El Salvadcr on 13 Hovember 1966, by
Honcuras on 2% Scptember 1966, by Costa Rica on 16 January 1968. In force
sincc 18 November 1966. '

Protocol to the Central American Agrecment on Fiscel Incentives for
Industrial Development (Honduras Preferential Treatment Protocol).
Signed at ranagua on 23 Scptember 1966, In force for all the cowntries

since 23 riarch 1969.
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Proteccol to the General Treaty for Central American Economic Integration,
to extend free trade to paper and glass containers; as between Nicaragua
and the other countries. Signed on 12 October 1966. Instruments of
ratification deposited by Guatemala on 5 October 1967; by El Salvador on
14 Merch 1969; by Nicaragua on 12 January 1968; . by Costa Rica on

31 May 196&. In force for these countries.

Chaerter Establishing the Organization of Central imerican States, signed

on 12 December 1$62.

In force in the five countries since 30 March 1965.

"Second Managua ProtocolM to the Central American Agrcement on the
Equalization of Import Duties and Charges, signed on 16 November 1967,
Deposited by Guatemala on 17 March 196C; by El Salvador on 14 March 1969;
by Nicaragua on 18 January 1968; by Costa Rica on 25 October 1968.

In force since 23 March 1969,

Protocol to the Treaty for Contral American Economic Integration (Emergency
Measures to Safeguard the Balance of Payments), signed on 1 June 1968.
Instruments of ratification deposited by Guatemala on 31 October 1568;
by E1 Salvador on 30 October 1968; by Honduras on 21 March 1969; by
Nicaragua on 3 July 1968. In force since S November 1968.

Central American Agreement for the Protcction of Industrisl Property,

signed on 1 June 1968.
on 6 January 1%6G.

Tastrument of ratification deposited by Nicaragua



