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FOREWORD

In addition to their purely national efforts, many developing countries
are attempting to consolidate their economic base by forming wider
markets through programmes for mutual trade liberalization, co-ordinated
industrial development and co-operative measures in other fields. At its
second and third sessions, the United Nations Conference on Trade and
Development (UNCTAD) gave particular attention to these matters,
adopting declaration 23 (I} {concerted declaration on trade expansion,
economic co-operation and regional integration) and resolution 48 (111
(trade expansion, economic co-operation and regional integration among
developing countries} which provide a framework for action by the inter-
national community in support of initiatives taken by the developing
countries with a view to trade expansion, economic co-operation and
regional integration.

Building upon the foundation laid by the Conference, the Trade and
Development Board provided by resolution 53 (VIH) {trade expansion,
economic co-operation and regional integration among developing
countries) for continuation of the work of the UNCTAD secretariat in
this field and recommended ways and means of achieving the objectives
sct by the Conference.

As requested by these bodies, the secretariat has undertaken research
aimed at finding practical solutions for specific problems affecting trade
expansion, economic co-operation and integration efforts among developing
countries, Pursuant to the resolutions of the Conference and the Board,
the secretariat is publishing the results of its research work in the present
series, entitled “Current problems of economic integration”.

I hope that these studies will contribute to the attainment of the
objectives set in this important field by the International Development
Strategy for the Second United Nations Development Decade,

{ Signed) Manuel PEREZ (GUERRERO
Secretary-General of UNCTAD
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INTRODUCTION

Purpose of the study?

The purpose of the study is to analyse and compare the institutional
structures, operation and decision-making processes in the following
regional integration groupings among developing countries : 2

(a) In Latin America: 1. The Latin American Free Trade Association
(LAFTA); 2. The Central American Common Market (CACM); and 3. The
Andean Group or Cartagena Agreement;

(b) In Africa: 1. The East African Community (EAC); 2. The Central
African Economic and Customs Union {(UDEAC); and 3, The Maghreb
Group;

(c) In Asia: The Association of South-East Asian Nations (ASEAN).

The monographs and the comparative analysis will deal not only with
defined formal structures but also with their practical development and
their adaptation to specific regional situations. The purpose of this exercise
is to stimulate exchanges of views between feaders of regional groupings
and to encourage a common approach to the question of which institutional
structures are the most appropriate for promoting economic integration.

Method of werk

This research is based on available publications and documents. In
most of the studies compared, the stress is laid on the economic content of
integration and its institutional aspects are given only marginal treatment.

' The author wishes to express his gratitude 1o all those national, regional and
international officials who helped him in the preparation of this siudy, for which he
assumes full responsibility.

* For practical reasons, it was not possible to include in this study all regional or
subregional integration groupings among developing countries. Thus organizations such
as Regional Co-operation for Development and the Caribbean Free Trade Association
have been omitted.

® See Trade expansion and economic integration among developing corntries: Report
by the UNCTAD secretariar {United WNations publication, Sales No. 67.11.12.27),
c}mp. VL p. 63; and “Trade expansion, cconomic co-operation and regional integra-
tion among develeping countries—Part two: Problems encountered and measures
intended to overcome them., Report by the UNCTAL scerelariat™ (TD/BIAC.10/ALA.),
chap. V. Sec also F. Kahnert, P. Richards, E. Stoutjesdijk and P, Thoemopoulos, Econ-

{Continted on next page.)
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In efforts at integration the main function of institutional structures is,
of course, to provide support and a frame. On the integration process,
however, they may act either as a brake or an engine. That is why th‘exr
effectiveness has considerable importance for integration among developing
countries.*

The study of documentary material was supplemented by research
in the field from March to July 1971, This made it possible to bring the
available information up to date, to check it and also to have interviews
with the directors of regional institutions and with national ofﬁciais. In
all, 99 interviews took place at the headquarters of the oa'ggxuizatlops con-
sidered and in the capitals of the member countries.® Their duration was

(Footnote 3 continued.) .
omic integration among developing countries {(Paris, Development Centre Studies,
Organisation for Economic Co-operation and Dcvelopmqnt {OECD), 1969)‘; 1. 8. Nye,
Peace in parfs, integration and conflict in regional organization (Boston, thtle3 quwn
& Co., 1971); K, W. Deutsch, R. Savage, R. Chadvy:qk zmgl D, Sengfhaas,‘Regrqrfahsm,
trade and political community (in preparation); D. Sidjanski, Difnensmrze.s :.vr.v!.'.rucronq[es
de la integracidn latincamericana (Buenos Aires, Institute for Latin American Integrqtlop
JInter-Ametican Development Bank (INTAL-IDB), 1967). Sce also A. Etzlgm,
Political Unification. A comparative study of leaders and forces (New Yolrk,'Holt, Rine-
hart and Winston, Inc., 1965); although concerned with the role of institutions, leaders
and political forces from the comparative analysis angle, as its title indicates, Professor
Etzioni’s work does not examine any of the groupings forming the subject of the present
study.

% The participants in the Bangkok Seminar on the Institutional I:“'ramcwork of
Economic Integration Among Developing Countries corroborated the importance of
the institutional framework in their conciusions: “The importance of an msutult]one}l
framework in the process of regional co-operation and of economic integration is
recognized, The institutional framework should correspond not only to the s'hori-te.rm
objectives that led to its establishment, but should also be capabic 9[‘ sitmulatmg action
towards the attainment of the long-term objectives that the grouping sets for itself, It
should be flexible enough to adapt itself to changing circumstances and needs.” See
UNCTAD *Report of the Seminar on the Institutional Framewaork of Economic Inte-
gration among Developing Countries” (Rapporteur: Mr. C. E. Guticrrez Luna, Central
American Institute of Public Administration (ICAP) (TAD/EI/SEM.1/3), para. 70, p. 13.

5 Distribution of interviews by organizations and functions:

Mombers of common  Governments  Specialized

institutions, . and organs and United Indr:pam{enr
secrefary-gencral, administra- common NMNations Hniversiry
Organization afficials tions services experis experts Total
LAFTA . . .. 4 1 1 g
Maghreb . . . 2 1
ASEAN 5 4 2 4 i5
EAC . . . .. 11 6 4 5 6 32
UDEAC . .. 7 1 8
CACM . . .. 12 i 1 4 2 20
Andean Group. 6 2 3 4 . 15
ToraL 47 i4 10 20 8 99
tacluding : including: including: Including:
1 EAC minister, 3 ministers 2 directors- 4 permanent Academic
1 member of the Board and peneral and  resicent rep- experts and
of the Andean Group, appropriate appropriate  resentatives. formpr
4 secretaries-general officiats officials United MNations  officials

and assistang secrg-
tarics-general and
officials of various
departments

Development
Programme
{(UND$) and
Technical Assisi-
ance efficials

from half an hour to one hour per person questioned. To these should
be added the numerous conversations that took place at Geneva with
members of the Division for Trade Expansion and Economic Integration
of the UNCTAD secretariat.

On the basis of this work, a first report ® was drafted which served as

a working paper for the Seminar on the International Framework of
Economic Integration among Developing Countries, organized by
UNCTAD at Bangkok from 17-26 January 1972. This Seminar was attended
by 15 representatives from i2 countries members of the groupings studied,
one community minister and 8 representatives of their secretariats (including
3 secretaries-general), 3 representatives of other United Nations bodies,
1| expert and 1 consultant.” The consideration of the monographs on the
groupings represented made it possible to supplement the basic document.
General problems were clarified and the analysis of the decision-making
process was improved as a result of further discussion. The provisional
report was revised in the light of the additional information and the
comments, ideas and experience made available by leading personalities

of the regional groupings® The present study is the outcome of this long
process.

//’ Relations between content and institutions

i From the institutional standpoint, the fundamental question is the

i relation between, on the one hand, the aims assigned to integration, its

| content and its problems, and on the other the form, capacity and efficiency
of the institutions primarily responsible for operating the integration
process. The problems that arise from this relationship, while they vary
in their form, are much the same ; adaptation of the institutions to common
tasks, political and administrative modernization, reconciliation of national
and regional interests, autonomy of decision of the common institutions,
and the balance of power and advantages within the grouping.

Of course, it is not always politically possible to devise the most
adequate institutional instruments. The importance of the institutional
machinery has sometimes been played down in an effort to arrive at
acceptable solutions. However, the experience of CACM in particular

¢ UNCTAD, document TAD/EI/Sem.1/] and Add.1.

" Three groupings were represented at a high level : 1 community minister of EAC,
2 secretaries-general of EAC and UDEAC and 1 assistant secretary-generat of the Per-
manent Secretariat of the General Treaty on Central American Fconomic Integration
(SIECA)}, 3 directors of EAC, UDEAC and SIECA, respectively, and [ official from EAC.
. High ranking personalities from 12 countries members of 4 groupings (the 3 men-
tioned above and ASEAN); CACM : 1 minister, 1 deputy-minister (Hondurasy; | director
(Guatemala) and | adviser (Costa Rica); UDEAC: 1 director (Gabon) and 1 presidential
adviser (Cameroon); EAC: 1 planning official (Uganda): ASEAN ; 2 assistant secretaries-
general (Philippines and Thailand), 1 assistant director (Indonesia) and 5 officials
(1 Indonesia, 1 Malaysia, 2 Philippines and 1 Singapore).

8 The Secretary-General of LAFTA, the Secretary of the Permanent Consultative

Comrpittee of.thc Maghreb Countries and a member of the Board of the Andean Group
submitted their comments in writing. :




has shown that, although in the expansion phase of integration thesc
deficiencies may be offset or masked by shared enthusiasm and the con-
vergence of wills, they inevitably show up with the first difficulties.
Institutional defects may, in certain cases, further paralyse an integration
movement and underwise the strength of the regional organization.

It is a commonplace today to assert that the objective of common
development implies more than a mere regulation of trade: that it implies
common actions and policies, initiatives and promotion efforts, a develop-
ment strategy and development programming; in short, ampler and more

active common duties which in their turn call for effective organization of |
combined powers and means and for permanent and competent admin-
istrative instruments. o

e

Classification

For purposes of comparison the seven groupings have been subdivided
into two categories according. to their degree of integration. The first
category comprises three regional and subregional co-operative groupings:
LAFTA, the Maghreb Groupand ASEAN. The second is made up of four
groupings which have reached a more advanced level of integration: EAC,
UDEAC, CACM and the Andean Group.

1t would clearly have been difficult, if not impossible, to make a broad
comparison of organizations with such different aims and content. jWithout
attempting to make this classification into a rigid distinction, we have
based it on the distinction between free trade areas and other more
advanced forms of union, ie., Customs unions, common markets and
economic unions? Although the various types of integration form part of
a continuous process ranging from loose co-operation to an advanced
degree of integration, it has been demonstrated many times that the
threshold between liberalization of trade and a customs union is a real
dividing line entailing differences of structures and instruments. The form
of the institutions, their size, their decision-making process and the scope
of their activities vary so widely between co-operative and integrational
organizations ithat no easy comparison is possible. This general point
having beehi ‘made, there is nothing to prevent comparisons between
aspects, however limited, that are common to these two categories of
organizations, particularly since, as time goes by, an organization may
develop in one or other direction according to whether it is following the
path of integration, disintegration or transformation. Nevertheless, whether
in the shorter or longer term, the objective of both categorics is integration.!®

* According to B. Balassa these concepts may be defined as follows: (a) the free
trade area implies the removal of quantitative restrictions and customs tariffs; (H) the
Customs union unifies the tariffs of the countries within the area against outsiders;
() the common market abolishes all restrictions on factor movements within the area;
{d) the economic union provides for a certain degree of harmonization of cconomic.
monetary, fiscal, social and counter-cyclical policies {see . Kahnert ef al., op. cit.,, p. 11},

10 This consideration explains—if it does not entirely justify—the absence of the word
“co-operation” in the title of this study.

Aims of the regional groupings

The aims of the groupings studied reflect this distinction. In principle,
LAFTA, the Maghreb Group and ASEAN aim at a liberalization of trade
among their member countries in the more or less near future. The
Protocols of Agreement (1964-1966) and the ministerial declarations made
at the fifth Conference (1967) and the sixth Conference (1970) of the
Ministers of Economic Affairs of the Maghreb countries and the ASEAN
Declaration 1 (Bangkok, [967) set forth general objectives that are often
!)road _anc_! sometimes imprecise: LAFTA, on the other hand, is pursuing
its objective (?f establishing a free trade area reinforced by industrial
complementarity agreements, with a view to the ultimate establishment of
a common market. Having embarked on liberalization, LAFTA is at
present going thr_ough a crisis of growth. Now that it has reached a ceiling
in its method of liberalization by negotiated phases, it nceds to get its second
wind, which 1s‘inconceivabie without the determined support of all its
members, and in particular of the three countries with large domestic
markets: Brazil, Argentina and Mexico.

‘ Ti}e.Maghreb Group and ASEAN, on the other hand, are as yet only
in an initial, preparatory stage; necither of them is really underway. In
the Maghreb Group, the draft agreement of December 1969, which has
not yet been adopted, defines common objectives: preparation of a list of
industries on which agreement must be reached, linear liberalization,
harmomzahgn of protective measures, establishment of a multitateral pay-
ments machinery and establishment of an integration bank. In the case
of ASEAN, the objectives contained in the Declaration of Bangkok (1967)
include acceleration of economic growth and social and cultural progress
in the region, more effective co-operation for better use of agriculture and
industry in the member States, and expansion of their trade. These broad
and dw.ersnﬁed goals have been only partially specified in the 121 recom-
mendations adopted at the four ministerial meetings of ASEAN. These
recommendations cover a large range of projects.

A United Nations team has been given the task of examining these
projects and recommending a programme to the countries members of
ASEAN. The team is working towards selective liberalization, supplemented
by industrial co-operation agreements, Such a specific programme, if

actually adopted by the member countries, would mean a genuine trans-
formation of ASEAN.

. In contrast, the four other groupings are pursuing in varying degrees
a single general objective: the elimination of barriers to free movement
in the area, t_he establishment of a Customs union leading gradually to an
economic union, and the development and industrialization of the region,
De_spxt'e this similarity, differences of conception emerge both in their specific
objectives and in their means of implementation. In industrial development,
for example, CACM has adopted a pragmatic approach in the form of a

1 ASEAN, document ASEAN/DOC/!,




régime for integration industries and of a mechanism of incentives, whereas
EAC and UDEAC have resorted to a general instrument, the transfer tax
or the single tax. In addition, EAC is also aiming at harmonization of
national development plans, while UDEAC has the ambitious objective
of general development planning for the region, implying an equitable
distribution of industrialization projects and co-ordination of national
programmes, This global strategy has had to be abandoned for more limited
and selective aims. The new orientation is not unlike the sectoral program-
ming envisaged in the Andean Group. Difficulties and resistance have been
met by three of these four subregional groupings—the Andean Group
is still only at the very beginning of its existence—in their concerted
industrial development. On the other hand, encouraging results have been
obtained in the liberalization of trade, in Customs union, and in certain
aspects of economic union—for example, the UDEAC monetary union—ot
of common services, particularly in EAC and CACM,

The situation at present

Although the groupings have quite similar objectives, their present
situations differ. On the whole, after an initial period either of inactivity
following an initial measure of trade liberalization, as in LAFTA, or of
experimental co-operation, the three co-operative groupings are preparing
for a renewal of activity. Generally speaking, they are all looking for
practical ways of relaunching active co-operation.

Thesituation of the integration groupings is more varied. UDEAC is
to some extend, marking time while waiting for a resurgence of industrial
development; this contrasts with the energetic take-off stage of the Andean
Group. CACM and EAC, on the contrary, are attempting to find a way
out of their crises. The intergovernmental institutions of CACM have been
paralysed and freedom of movement has been partly interrupted by the
armed conflict which broke out in July 1969 between Honduras and El
Salvador. This crisis, which revealed the weakness of the intergovernmental
institutions and machinery, led to a reappraisal and an attempt was made
to strengthen the institutional framework and machinery. One of the aims
of the Normalization Commission is to restructure the institutions in the
light of the common experience, The conflict also revealed problems of
substance which have been weighing on the region for some time and
relate to equitable distribution of the benefits and costs of integration,
balanced development of the region and fiscal receipts. These causes of
imbalance were already troubling the countries members of EAC lfong
before the Community was established in 1967, The advent of a new régime
in Uganda early in 1971 has created a situation of tension with the United
Republic of Tanzania, paralysing the intergovernmental machinery and
preventing the three Presidents from meeting, However, an agreement
guaranteeing the proper functioning of EAC was concluded in Nov-
ember 1971, Since then, the institutions have resumed normal operation,
although the three Heads of State have not yet met within the supreme
institution, the EAC Authority, These parallel crises raise the question of

6

the settlelr_:ent of conflicts within regional groupings and put the solidarity
and capacity of the regional institutions (o the test. In both cases, they have
demonstrated the importance and continuity of the community organs,

the commeon services and the specialized bodies, which have not interrupted
their activities.
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Chapter I

REGIONAL CO-OPERATION:
LATIN AMERICAN FREE TRADE ASSOCIATION,
MAGHREB GROUP,
ASSOCIATION OF SOUTH-EAST ASIAN NATIONS

A. Latin American Free Trade Association

I. INSTITUTIONS AND AGENTS

(a) Main institutions

(i) The Council and the Conference

I. LAFTA has two organs at the highest level : the Council of Ministers
for Foreign Affairs and the Conference of Contracting Parties. The purpose
of the Council of the Ministers, which was established in 1965, is to associate
the political authorities with the work of LAFTA and, in this way, to
give the Association a new political impetus. The Conference, consisting of
representatives of the member States, is more a forum for negotiations than
a directing body. It is, in fact, an enlarged and extended meeting of the
Standing Executive Committee.r It continues to meet regularly, although

its main negotiating functions have been considerably reduced.

{(ii) The Standing Fxecutive Committee
2. The Standing Executive Committee of LAFTA, composed

de integracidn de la ALALC (Montevideo, LAFTA, 1969), pp. 21-23.

vol. 1, Text and Documents (United Nations publication, Sales No. 62.J1.G.3), p. 57.
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permanent representatives of the member States at the ambassadorial leved,
has become the keystone of the institutional system and emphasizes its
intergovernmental character. Although it has certain community functions
—under the Montevideo Treaty? it is responsible for supervising the

. t See D. Sidjanski, Dimensiones institucionales de la integracidn latinoamericana
{Buenos Aires, INTAL-IDB, 1967), p. 28; and G. Magarifios, Evaluacidn del proceso

® Treaty establishing a Fres Trade Area and instituting the Latin American Free
Trade Association, signed at Montevideo, Uruguay, on 18 February 1960. For the text
of the treaty, see United Nations, Multilateral Economic Co-operation in Latin America,



implementation of the Treaty's provisions-—outwardly it is more a prolonga-
tion of the Conference or, as the case may be, of the Council of Ministers?
In the last few years, the Standing Executive Committee has become more
of an administrative organ of the Association, and in that capacity it has
to deal with many routine questions of minor importance. On the whole,
its activities have tended to become more regnlar and more routine; and
this is confirmed by two indications. Firstly, there has been little significant
change in the composition of the national delegations for several years,
their size (either in general or as regards the number of technical repre-
sentatives) not having increased. There are not more than 60 members
making up eleven delegations, or more like 50 when the particularly large
delegation from the country acting as host to LAFTA is excluded, i.c.‘ an
average of 5 per delegation Secondly, certain permancntl representatives
(Colombia, Ecuador, Mexico, Peru) are also accredited as ambassadorstothe
Uruguayan Government, and therefore do not devote themselves exclusively
to the work of the Standing Executive Committe, whose importance cannof
have increased. On the other hand, the Committee continues to meet
weekly and its four working parties also hold many meetings.®

(iif) The Executive Secretariat

3. The Executive secretariat of LAFTA is a technical body which
report, directly to the Standing Executive Committee and has only a small
measure of autonomy. The Executive Secretary, the two Deputy Executive
Secretaries and the various secretariat departments play a technical role
in preparing for meetings of the Council and the Conference, and of advisory
bodies and working parties, Since the Association has not been transformed,
despite the efforts made in 1965-1966, the Executive Secretariat has remained
fairly small. In [971, counting two new officials, the total number of “profes-
sionals” provided for in the Association’s budget was 27, including the
three Executive Secretaries, To this total may be added several inter-
national civil servants who have been seconded from their organizations
to work in the Association’s secretariat.

4. (@) By category, the members of the secretariat are classiﬁe(.i as
toilows: 1 Executive Secretary and 2 Deputy Executive Secretaries; S_Direc-
tors of department; 7 heads of division (Jefe del sector); 2 co-ordinators

1 Magarifios, op. cif., p. 21,

4 In 1971, for example, the size of the delegations to the Standing Executive
Committee was as follows: Argentina 7, Bolivia 3, Brazil 4, Chile 4, Colombia 5,
Ecuador 5, Mexico 6, Paraguay 5, Peru 4, Venezuela 4 and Uruguay 13.

s The four working parties consider the following topics: I. Agricultural and
industrial problems; Il. Administrative probiems; 1II. Trade matters; IV. Economic
matters and special matters. The working parties, which are composed of members of
the permanent delegations, are assisted by officials of the Association secretariat. Co-
ordination of these working parties is the responsibility of the representatives of the
member countrics, who perform thus function on a rotation basis. Through their
co-ordinators, the working parties submit to the Standing Executive Committee periodic
reports on their activities and any conclusions they have reached, for consideration by
the competent organs. {See the programme of work of the Standing Executive Committee
in LAFTA, Sintesis mensual (Montevideo), No, 80 (February 1972), pp. 88-89.
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and 10 professionals. At the technical level, the general service staff com-
prise 16 chiefs of service and 1 press secretary.

(b) The division by department and service is as follows:

Office of the Executive Secretary—1 Executive Secretary and 2 Deputy
Executive Secretaries, 1 co-ordinator, 5 professionals; 1 chief of service
and 1 press secretary belonging to the general service staff;
Administrative departmeni—1 director and 12 chiefs of service {general
services),

Trade policy department—1| director, 3 heads of division and 1 co-ordinator;
Industry departmeni—!1 director, 2 heads of division and 3 professionals;
Agriculture departiment—1 director and 1 professional;

Economic affairs department—1 director, 1 head of division and 1 profes-
sional;

Statistical service-—1 head of division and 3 chiefs of service (general
services).

5. The increase in the size of the budgets (in U.S. doilars) reveals the
development of the Association’s resources: amounting to $375,000 in
1962, of which $265,000 came under the heading of staff costs, the budget
rose to $730,000 (550,000 for staff costs) in 1965 and $798,000 ($630,000
for staff costs) in 1966; then $1,150,000 (3939,000) in 1969. After a relatively
rapid expansion over the first few years, there was only a slight increase in
1970, to $1,222,000 ($999,400), and in 1971, to $1,297,000 ($1,220,620).

6. After the period of rapid expansion between 1962 and 1966, the
Association slowed down to a steady pace from 1966-1967 onwards. At
the same time, the Executive secretariat ceased to play a directing rele in
the integration process. Once limits had been set to any expansion of
LAFTA’s functions, the Standing Executive Committee resumed its central
supervisory and executive role and strengthened its hold over the Executive
secretariat. In doing so, it acted far more as an intergovernmental body
than as a community institution., The Technical Committee,® in fact, never
materialized while the Executive secretariat’s role was further restricted.

{(b) Advisory bodies and specialized organs

(i) Councils and Commissions

7. In LAFTA, these bodies have developed at the level of the Standing
Executive Committee and of the Executive secretariat. At the highest level,
there are three Councils (the Council for Financial and Monetary Policy,

* The Technical Committee was to have been an autonomous community body
representing the interests of the region as a whole and composed of eminent Latin
American personalities. It was to have been invested with executive powers and with
powers of initiating proposals, and its functions were to have been to counterbalance
the weight of national interests in intergovernmental bodies and to take charge of the

“‘Executive secretariat. It was to have been established in 1965 at the same time as the

Council of Ministers.
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the Council for Transport and Communications and the Council for
Agricultural Policy). Their activities appear to be very much reduced at
the present time, since only the Council for Financial and Monetary Policy
has held meetings {twice) in 1970 and 1971. In addition, there are two
separate Consultative Commissions, one consisting of employers and the
other of workers, which were set up in 1966. While the second of these
Commissions is not very active (two meetings before 1972), the Consultative
Employers’ Commission held its sixth meeting in April 1971 at Caracas,
with the participation of the Executive Secretariat of LAFTA and about
60 representatives. The effect of the subdjvision of the Commission into
national delegations is to some extent offset by the role of the Association
of Latin American Industrialists (AILA), which is active both inside and
outside the Commission (their meetings follow each other or coincide).
Lastly, various special meetings, such as the meetings of Customs directors,
tax directors, stock-exchange representatives etc,, were held in 1970 and
1971, At the technical-expert level there are eight Commissions (Comi-
siones asesores), including the Commission on Industrial Development,
the Commission on Trade Policy and the Commission on Monetary Affairs,
Consisting of one or two members from each country, the commissions and
working parties meet on an average once a year. The Executive secretariat
is responsible for preparing, co-ordinating and servicing the meetings.
The aim is to make experts in various specialized fields in the member
States available to the Standing Executive Committee and the Executive
secretariat; in principle, these experts participate in the work of the com-
missions in their personal capacity, whereas the participants in the working
parties are government experts. This initial distinction has since become
blurred, since the non-government experts in the commissions behave in
practice like national representatives.

(ii) Sectoral meetings

8. Representatives of the industrial sectors have been associated with
advisory activities since 1962 through the sectoral meetings. These meetings
enable the private sectors to compare their points of view, fo contribute
to the preparation of proposals and projects and to facilitate their adoption
by intervening with their respective Governments. On average, between
10 and 17 sectoral meetings are held each year, with about 40 participants
per meeting. In 1963, 327 industrialists took part in 7 meetings; in 1965
these figures rose to 660 and 17 respectively. For the same number of
meetings (17) in 1968 and 1970, the total number of participants was 712. In
1971 there were 22 meetings and 732 participants. The main purpose of these

meetings is to propose tariff concessions or complementarity agreements. -
The tariff negotiations having come to a halt the work of the meetings was :

concentrated more on complementarity agreements. In 1966, of 984 conces

sions recommended to Governments, 568 related to the national schedules |

and only 416 to complementarity agreements. In 1970, on the other hand

only 155 concessions concerned the national schedules as against 1,394 to

be included in the complementarity agreements, The figures for 197
were 5 and 747, respectively. Since 1968, a second trend has been th
growing role of the professional associations in the organization an
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preparation of the sectoral meetings (Latin American Association of the
Electrical and Electronic Industries (ALAINE), Latin American Associa-
tion of the Carried Foods Industry (ALICA), Latin American Association
of the Plastics Indus}ry (ALIPLAST): of 17 meetings held in 1970, 6 were
held under the auspices of the three Latin American professional associa-
tions and lll were oyganized by the Executive secretariat, These profes-
sional associations will be responsible for organizing 8 of the 15 meetings
that ha_ve beep planned for 1971.7 The results obtained from 133 meetings
for 62 industrial sectors (1963-1970) and 155 meetings for 64 sectors up to
the end of 1971 are as follows : of a total of [0,017 concessions recommended,
2,600 or 26 per cent were adopted; when the 1971 data are included,
2,953 concessions out of 10,797 were adopted, or 27 per cent.? In addition,
several complementarity agreements were completed during these mecetings
and put forward as proposals through the Standing Executive Committee,

(iily Complementarity agreements

9. The complementarity agreements were in line with industrial devel-
opment prospects at the regional level. Until 1969, i.e., over a period of
eight years, only seven agreements were signed, but further momentum
was attained between 1969 and 1971 with the signature of 10 new agree-
ments and consideration of about 20 draft agreements.? This increase
ter_xds to make up for the stagnation in the tariff field. Despite the momentum
gained, the results obtained are modest. Moreover, the agreements are

mainly between. the large countries and the foreign industries established
in those countries,

‘10. Most. of the complementarity agreements are administered by a
special committee or a board of directors. The administering body is com-
posed of one titular representative and one alternate per member State,
As in the example of the petrochemical industry {organized in accordance

" The functions performed by the secretariat i i i
) C ariat include the following: preparation
of c}he basic documents (ias.t of products, agenda, etc.), provision of technical assistance
aln d'guldance for the meetings (the object being fo avoid conflicts) and preparation of
studies and drafts in various fieids (origin, transport and trade policy). These functions

of co-ordination and organization ma i ; ; ;
01 ¥ be assumed in part m
associations, part by Latin American professional

® See LAFTA, Sintesis mensual (Montevid No. 7
No. 81 (Manh 10525, esis e video), No. 76 (October 1971), p. 444 and

® The first seven agresments are concerned with punched card i ’
domestic appliances, products of the electronics, chemiga% and petroi’hztﬁg(lmifd:g]t}?;s’
and households good. Participation is restricted and mixed : three large countries are
gﬁrg?g t%tthe gErcg:megzt on electronic valves .but none of them is a party to the agreement
o Chcltanigolc_\,émcal industry; two are parties to the agreements on punched cards and
1971) 5 a2 : -126 l;s,tﬁ" (See LAFTA, Sintesis mensual (Montevidco), MNo. 67 (January
he p;'edrc)}}nina t‘ " e ten new agreements concluded since 1969 are characterized by
Bras ey Me:'cl)'no't exclusive participation of‘. t}]c tlhree large members (Argentina,
only three o8 t]ho sk agreements with the D?F%ICEPE:!UOH.Of these three countries, and
fw oo counte'm (phonographs, petrochemicals and air-conditioning) with that of
exclusively o ries {(Uruguay and Venezuela), the remaining four agreements being
offios ey ween two of threc; large countries. Among the ficlds covered are glass

€quipment, the electronics industry, pharmaceuticals, etc, '
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with the “Protocol of complementarity agreement for the petrochemical
industry” of 25 July 1968), the board of director takes decisions by a majority
of two-thirds of its members. {ts main functions are to gupcrykse.the im-
plementation of the agreement and the exccutipn of the liberalization pro-
grammes; to take any necessary measures to interpret the agreement apd
to settle disputes; to regulate the safeguar_d clauses and to gtudy ﬁnancmgf
possibilities; and lastly, if necessary, to 1mpose penalties in the form o
suspension of the benefits of the agreement against parties not complying
with the obligations it imposes.

(iv) Multilateral compensation agreement

11. On 23 September 1965, the Council for Financial and Monetary
Policy approved an agreement between .the centlral bapks empowering
them to open reciprocal credits. At its thn:d meeting, it mtrodpced some
changes which, after approval by the Standing Executive Committee, came
into force on I July 1968, According to the system in force, the cr‘edlts are
decided on bilaterally, and the resulting balances are cleared multifaterally
every quarter, The Central Bank of Peru acts as the central agent {barco
agente) while the Federal Reserve Bank of New York acts as its correspon-
dent. After each clearing the debtor banks must transfer the appropriate
amounts to the correspondent bank for the account of the central agent.
This system is based on reciprocal credit agreements concluded between
central banks.1°

(¢) National committees and professional organizations

(i) National committees

12. The countries members of LAFTA have set up national com-
mittees whose role is to formulate official positions in relation to LAF.TA,
to prepare the tarifl negotiations and to follow up integration questions.
As a rule, the committees come under the Ministries of Foreign Affairs
and include representatives of other Ministries concerned, of the central
banks and of the Chambers of Commerce, Industry anq Agriculture.
Thus, although they are inter-ministerial bodies, the comm]ttces.are‘also
spokesmen for the private sector, which through them can express its Views.

(it} Professional organizations

13. There are about fifteen professional organizations at the regional

level, two of them are of the central type: AILA and the Association of

Latin American Entrepreneurs of LAFTA (AEL‘PAFALC). The remaining ;
organizations are sectoral or specialized organizalions; they include the -.

10 Soe INTAL, La integracidn econdmica de América Latina. Realizaciones, problema

y perspectivas (Buenos Aires, INTAL-TDB, 1968), p. 223: A. Prugue, Sicte aiios de accidn ;

i .78: and INTAL, E
de la ALALC (Buenos Aires. LAFTA-IDB-INTAL, 1968), pp. 76-78: an ,
procesa de integracion en América Latina 1968-1971 {(Buenos Adres, INTAL-IDB, 1972}
pp- 100-101.
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Latin American Federation of Chemical Industries, the Latin American
Textile Association (ATLA), the Latin American Association of Gilass
Producers, ALAINE, the Latin American Association of the Shipbuilding
Industry (ASINLA), the Latin American Wine and Grape Organization
(OLAVU), and other, more specialized, organizations, such as ALIPLAST,
the Latin American Association of Pulp and Paper Manufacturers, the
Latin American Association of the Tanning Industry ( Curtidurfa) (ALAIC),
the Latin American Organization of Alcoholic Beverage Manufacturers
{OLAYABA) and ALICA. In transport, two associations are active: the
Latin American Shipowners Association (ALAMAR) and the Latin
American Railways Association (ALAF).1

2. THE DECISION-MAKING PROCESS

{a) Distribution of powers

14, In LAFTA, it is the Council which takes the important decisions,
while the Conference retains its role as a forum for negotiations. The
Standing Executive Committee is responsible for preparing decisions and
negotiations and may, in addition, exercise certain powers delegated to
it by the Council or the Conference. Although the Standing Executive
Committee has only limited powers of its own, it occupies a central place
in the decision-making machinery. In the course of LAFTA’s development,
powers have become more concentrated in the permanent intergovern-
mental organ, which is assisted by the Executive secretariat and by various
advisory commissions and meetings.

(b) The decision-making model 2

15, Initiatives stem basically from the Standing Executive Committee
and its members and, less conspicuously, from the Executive Secretariat,
They may also originate from the consultative commissions or sectoral
meetings (the latter have put forward many proposals). Where initiatives
come from the sectoral meetings (particularly from the private sectors
concerned) or from experts participating in working parties or commis-
stons, they are always screened and possibly modified by the Standing
Executive Committee, which then submits them to the Council or the
Conference, or to the Governments concerned il the negotiation of com-
plementarity agrecments is involved, In certain specialized fields, the

initia.tive may be taken by a professional association, such as, in the case
of shipping, ALAMAR.

1 See D. Sidjanski, “Grupos de presidn y la integracién latinoamericana™, in
Relaciones de trabajo en ol proceso de desarvollo econpmico ¥ social, Internalional
Institute of Labour Studies (International Labour Organisation (ILOY) (course of
16 lectures) (Buenos Aires, Editorial Sudamericana, 1968), pp. 81-117,

% Sidianski, Dimensiones institucionales..., op. cit., pp. 55-65; sce also LAFTA,
Sintesis mensual {Montevideo), No. 84 (June 1972), pp. 381-382.
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16. At the stage of study and preparation, the main role is played by
the Standing Executive Committee, assisted by the Executive secretariat
and various groups of experts. Through the Committee, Governments
exercise continuing control over the whole process, the Executive secre-
tariat having a purely technical function. The decision is taken either by
the Committe, where it has its own or delegated powers, or by the Council
and the Conference. In the second case, the Committee’s role is to formulate
proposals and make the necessary preparations. In the negotiation of the
common or national schedules, which are considered by the Conference,
Governments play the main role. At these three levels, unanimity—which
can include abstention—is the general rule, for the treaty requires, except
in certain cases, a two-thirds majority without opposition or negative
vote,

(c) Scope of the instruments and settlement of disputes

17. ‘This intergovernmental process results in instruments which take
the form of resolutions. These are binding on the member States where
they concern the fulfilment of commitments or on the institutions to which
they are addressed, but in most cases they have the character of recom-
mendations or protocols which must be ratified. In short, in this process,
carried out by intergovernmental institutions, the member States have the
maximum safeguards, which come into play either when the common
instruments are adopted (veto) or when they have to be made obligatory.

i8. LAFTA has instituted a flexible mechanism for the settlement of
disputes which may arise between membet countries. In the first stage,
it is laid down that the parties involved in the dispute must engage in direct
negotiation; in the second stage, should it prove impossible to find a solu-
tion by direct means, the question must be submitted to the Standing
Executive Committee (thus following a long-established practice); in the
third stage, an arbitration procedure is laid down.’®

(d) External relations

19. In its relations with third countries and international or regional
organizations, LAFTA is represented by the Standing Executive Com-
mittee and, in exceptional cases, by its Executive Secretary. The latter
attends as an observer the sessions of the Commission of the Andean
Group. Apart from this, it is the Standing Executive Commmittee which
sends delegations to other organizations, concludes co-operation agree-
ments (IDB), receives visits from representatives of Governments or

12 The Protocol on the Settlement of Disputes was approved by the Council at
Asuncidn in 1967, Signed by all the member countries, it entered into force in May 1971
with ratification by five countries (Brazil, Colombia, Ecuador, Mexico and Uruguay)
which have just been joined by a sixth country (Paraguay), on 2 February 1972, Under
the arbitration procedure, the three arbitrators are chosen by agreement between the
parties from a list; in the event of disagreement, the appointment procedure is automatic.
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organlxzations (European Economic Community {EEC), Organization of
Amerlqan‘ States (OAS)) and participates in the meetings of the Economic
Commission for Latin America (ECLA) and the Special Committec on
I ~tin American Co-ordination (CECLA}M

B, Maghreb Group

1. INSTITUTIONS AND AGENTS

(a) Main institutions

(i} Conference of Ministers of Economic Affairs of the Maghreb Couniries

?0, As its name indicates, the Conference of Ministers of Economic
AfTairs of the Maghreb Countries is made up of the ministers of economic
affairs of the member countries. Some 10 higher civil servants from the
Maghreb countries also participate in the meetings to assist the ministers
in the yarious fields of integration. In practice, the same officials and experis
in various capacities, usually take part in the work of the advisory com-’-
missions or specialized bodies. No specific frequency is laid down for the
ministerial meetings, which usually last for several days.

(ii) Permanent Consultative Committee of the Maghreb Countries

21. Created by the first Conference of Ministers of Economic Affairs
of the Maghreb Countries (Tunis, 29 September-1 October 1964) and estab-
lished at Tunis since 1966, the Permanent Counsultative Committee of the
Maghreb Countries (CPCM) is made up of one representative per member
country. The three representatives conduct their activities on a continuous
and permanent basis at the headguarters of CPCM. They are higher civil
servanis having at least the rank of director in the national civil service,
or an equivalent rank, in their country of origin. The representatives agree
together on the steps to be taken within the framework of CPCM activities.
Each representative may be entrusted with a particular co-ordination and
research mission; he may be appointed to represent CPCM at meetings
of the specialized Maghreb institutions or of national, regional and inter-
nathnal economic organizations, or to make statements to information
media or the Press. Any such mission is defined by CPCM. Lastly, each

u 'I.'he purpose of CECLA is to enable the Latin American countries to formufate
ax}d ‘maintain common positions vis-ii-vis the United States of America and EEC, and
within such ‘:mernaiional organizations as UNCTAD. For example, a special delegation
frqm LAFTA tock part in the twelfth extraordinary ministerial meeting of CECLA
_{era, 25 Qctober-9 November 1971); at that meeting, the Latin American countries
defined a common position with a view to the third session of the United Nations

- Lonference on Trade and Development, The Lima Declaration (see Proceedings

United Nations Confererice on Trade and Development, Third Session, vol. 1, Ré}of{c::;;
" Annexes (United Nations publication, Sales No. E.73.11.0.4), annex VI, F} contains
o8 reaffirmation of the principles of UNCTAD but also guidelines for common action
v {see LAFTA, Sinfesis mensual (Montevideo), No. 81 (March 1972), pp. 172-179).

19




representative is reponsible for the necessary liaison between CPCM and
the competent authorities of his country of origin.

22. The Presidency of CPCM rotates among the member countries
and the President must hold the rank of minister. He is appointed by the
Conference of Ministers of Lconomic Affairs of the Maghreb Countries
and is responsible for supervising the execution of the tasks entrusted to
CPCM by the Conference of Ministers, He presides at meetings of CPCM
at least four times a year, He represents CPCM in dealings with the public
authorites of the Maghreb countries, international organizations and third
parties, and in all civil, administrative and legal acts. On behalf of CPCM,
he receives any monies duc to the Cominittee and commits it to expenditure.
He presents the detailed report of the activities of CPCM and of its sub-
ordinate institutions to the Conference of Ministers, as well as quarterly
reports on the management of the CPCM budget.

23. The Vice-President, who must be a representative of the same
country as the President, takes the latter’s place when he is unavailable
and also, in consuitation with the President, exercises certain of his pre-
rogatives, including that of presiding over some of the frequent meetings
of CPCM held at its headquarters,

(ili} Secretariat

24, CPCM has an embryonic sccretariat, headed by a Secretary
appointed by the Conference of Ministers for a three-year term, which is
renewable, He is directly responsible to the President. He exercises his
functions under the authority of CPCM and within the framework of the
decisions taken by the Committee. He provides secretariat services for the
Conference of Ministers, sessions and meetings of CPCM and meetings
of the specialized Maghreb commissions and committees. He is responsible
for organizing the said meetings and sessions, and {or securing and prepar-
ing all the relevant documents.

25. The Secretary is responsible, under the authority of the President
or, in his absence, of the Vice-President, for paving any sums committed
in conformity with the approved annual budget? and within the limits
of the corresponding funds, He is also responsible for the recruitment
administrative organization and management of the stafl. Nevertheless,
the recruitment and dismissal of technical staff require a decision by CPCM.
The administrative stafl is placed under the authority of the Sccretary.

26. The stalf, the draft statute for which is being considered by CPCM,
consists of onc administrator, one accountant, one interpreter, one public
information officer, one documents officer and four editors, as” well as
secretaries, shorthand-typists and clerks. The experts and technicians
who carry out their duties under the direction of the Secretary of CPCM, 2
are sclected from among candidates submitted by the representatives.'®

18 The annual budget of CPCM amounted to approximately 3U.S. 495,000 in 1972
¥ Of six posts appearing in the budget, only one has been fifled.
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The other stafl members arc recruited by the Secretary as and when they are
needed, and their distribution by nationality is pragmatic.}?

27. At its present stage of organization, the Maghreb Group does not
apply the principle of division of functions between the intergovernmental
institutions and the secretariat, For the time being, the control of CPCM
and its representatives over the Secreiary and the secretariat is strong
and, conirary to the practice in infzrnational organizations, leaves them
only a limited amount of freedom of action.

(b} Advisory hodies and specialized organs

28. Two categories of bodies can be distinguished : the commissions
and committecs, on the one hand, and, on the other, specialized intra-
Maghreb bodics responsible for research or for managing certain common
activities such as the marketing of a product, as, for instance, the Maghreb
Alfa Board {COMALFA) and the Maghreb Centre for Industrial Studies
(CEIM).2 All these bodies were set up under the auspices of the Permanent
Consultative Committec and are supervised by it.

(1) Commissions and committees

29. There are at present some fifteen cominissions and committees,
as well as two sub-committees of the Statistical and National Accounting
Commission. In addition, the Transport and Communications Commission
is assisted by four committecs and by the Maghreb Central Clearing House,
The commissions and committees together cover the following fields:
transport and communications, posts and telecommunications, industry,
trade relations, statistics and accounting, tourism, pharmaceuticals, etc.

30. Generally speaking, these bodics have certain features in common:
in principle, each country has one ot two members per commission or
committee (except three on the proposed Maghreb Committee on Employ-
ment and Labour), and the chairmanship rotates among the member
States for one-year terms, except in the case of the Committce on Postal
and Telecomamunications Co-ordination, where the term is two YCars.
Regular meetings are normally held once or twice a year, except in the case
of the Committee on Postal and Telecommiunications Co-ordination which
meets bienaially. The meetings are held in cach of the Maghreb capitals
in turn. Most of these commissions and committees have as yet no fixed
headquarters, although fixed headquarters may well become necessary,

_“_CPCM Statates, art, [1: “The Secrctary shall be responsible for the recruitment
administrative organization and management of the staff; nevertiwcless, the recruilment
and _di_smissal of technical staff shalt bz usbject to agreement by the Committes. The
adnnm?lm%ivc stall shall come under the authority of the Scoretary,” Art. 12: * The
Commities shall be assisted in its work by the technical stafl of the Maghrch Centre

- for Industrial Studies and the Maghreh specialized Commissions and Commiltecs™,

" G . L oo N , .
See W, Baghriche, Aspects institutionnels de Pimégration écanomique dn Maghreb

- Bubregional Course on the Economic Integration of the Maghrel) (Tunis, Institut de
développoement cconomique ¢t dz planification, March 1969), p. 8. - :
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mainly because of the increasing work-load. For example, the Transport
and Communications Cominission and two of its committees (Rail Trans-
port and Road Transport) have established headquarters in Tunis and
Algiers. These two committees have their own secretariats, though the
secretariat of the Commission is provided by CPCM. The proposed Com-
mittee on Employment and Labour would also have a fixed headquarters,
at Rabat, as well as a permanent secretariat. According to the draft Maghreb
agreement on economic co-operation, however, this structure is likely to
be changed.

(i) Specialized organs

31, The Maghreb Standardization Committee (COMANOR). Although
it appears among these commissions and committees, COMANOR. differs
from them in that its structure is more complex and more autonomous,
and that it is connected with CEIM, The Statutes of COMANOR® which
were adopted in July 1970, provide for three types of bodies: () the Board
of Directors, the deliberative body of COMANOR, is composed of repre-
sentatives appeinted by the Maghreb countries; it elects its chairman for
a one-year term, by a majority vote, and the chairmanship rotates among the
representatives of the Maghreb countries; (b) the technical committees,
established by the Board of Directors to prepare draft Maghreb standards;
(c) the secretariat, consisting of a secretary and of technical and admin-
istrative staff forming an integral part of the CEIM personnel which func-
tions in a continuous and permanent manner within that body. The secre-
tariat is responsible for making proposals to the Board of Directors of
COMANOR, for execuiing the Board’s decisions and, in particular, for co-
ordinating Maghreb co-operation activities in the field of standardization.
It provides secretariat services for the Board of Directors and the technical
comrmnittees,

32. The purpose of COMANOR is to promote the development and
standardization of norms for industrial products in the Maghreb countries,
with a view to increasing economic co-operation between those countries.
1t is responsible for adopting recommendations for Maghreb standards,
for assisting specialized bodies in the Maghreb countries and fostering the
basic and advanced training of Maghreb officials responsible for standardiza-
tion matters. In addition, it co-ordinates the action of specialized Maghreb
bodies in international organizations.

33. The Maghreb Centre for Industrial Studies (CEIM). This Centre,

which has its headquarters at Tangier, is mainly concerned with technical °
assistance and with the evaluation and study of development projects. :

It is governed by a Board of Directors and a Director. The Board of Direc-
tors is composed of two representatives per country, one of whom is respon-

sible for permanent liaison between his Government and CEIM. The Board

approves the work programme and budget of CEIM and the Director’s

¥ The COMANOR Statutes, adopted in July 1970, have been supplemented by
the draft statutes prepared in March 1972. :
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annual report. The Director, who is appointed by the Conference of
Ministers, is respousible for the technical, administrative and financial
management of CEIM. CEIM, which is a specialized and autonomous
body, functions in liaisen with and under the supervision of CPCM.

34, The Maghreb Alfa Board (COMALFA). This Board, which is
not currently active, has the task of marketing the alfa crop and has exclusive’
selling rights. An operational body, it investigates the international market
and centralizes all orders, sales, information and documentation. COMALFA
is governed by a Board of Directors consisting of two representatives per
member country. The Board meets three times a year.2® By a unanimous
decision, it fixes each country’s quota and establishes the floor price,
COMALFA itself has no permanent central secretariat, but its Chairman
is assisted by permanent secretariats in each of the member countries which
maintain a documentation centre, The Chairman, who is appointed an-
nually on the rotation principle, has considerable powers: he distributes
orders in the light of the quotas allocated and of the customers’ wishes
and has full powers of investigation. The member countries undertake to
assist him and to grant him facilities for carrying out his duties. Other
functions, such as the invoicing and collection of sums due on sales, are
not centralized but remain within the competence of ¢ach member country.

35. In the early stages, COMALFA functioned normally and was
able to ensure substantial foreign currency earnings for the member coun-
tries which had encountered difficulties in marketing their production by
reasont of the deterioration in the prices for the product and of the use of
less costly products by the European paper-making industry. However,
in view of the steady shrinking of foreign markets, the Fifth Conference
of Ministers of Economic Affairs of the Maghreb Countries (1967) decided
in favour of the industrialization of the alfa sector, the technical planning
of which was entrusted to CEIM.

{¢) National co-ordinating bodies and professional associations

36. The machinery in the Maghreb Group is a simple one: as a general
rule, the Minister of Economic Affairs in each country or an official
appointed by him co-ordinates the work within the Ministry and between
the various Ministries,

37. The only Maghreb professional association connected with
economic integration, the Union of Maghreb Chambers of Commerce
and Industry, is in process of formation. There are other associations~—of
magistrates, physicians, women and family organizations.?!

® COMALFA is financed not only by contributions but also by earnings from
services rendered, as in the case of CEIM and COMANOR. In the case of COMALFA,
the operational costs which are met by the member countries are distributed in accor-
dance with a special system pro rata to the quotas allocated, within a limit of 1 per cent

" of the f.o.b. value.

8 Ch. Tnani, Tunisian representative to CPCM, “Les institutions maghrébines

‘gouvernementales et non gouvernementales” in “Séminaire des experts maghrébins sur
i 1es.techniques Juridiques de la coopération maghrébine”, Tunis, 27-30 January 1971
7. {mimeographed), p. 2.
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2, THE DECISION-MAKING PROCESS

(a) Distribution of bawers

38. All decision-making powers are held by the Conference of
Ministers of Economic Affairs of the Maghreb Countries, the keystone of
the system. Aithough operating without a written statute, the Conference
has decision-making powers with respect to the other institutions and the
power of assessing and approving instruments submitted to it. This power
of approval is in some cases limited, for important instruments must be
approved by the Governments ol member States, Despite this formal
concentration of powers in the Conference, CPCM fulfils a basic function
in actual practice: it prepares the Conlerence instruments, makes proposals
and supervises the implementation of measures agreed upon by the Confer-
ence. In carrying out these duties, it is assisted by the advisory and specialized
bodies. The duties of these bodies consist mainly in the co-ordination and
harmonization of activities and standards, the exchange of technicians,
documentation or information, research and the preparation of common
decisions. The recommendations or suggestions of most of these bodies
have to be unanimous. They are submitted through CPCM to the Con-
ference of Ministers. The bodies in question are sometimes empowered to
supervise the execution of measures decided upon by their boards of direc-
tors. They also have certain powers to carry out specific tasks and manage-
ment duties. The activities of CEIM may be mentioned int this connexion,
and also those of COMALFA, whose Board of Directors fixes the quotas
and the floor price, and whose Chairman has important powers, In ex-
ceptional cases, the Committee on Rail Transport is even empowered 1o
take certain executive decisions,

(b} The decision-making mode!

39. On the basis of this distribution of powers, the general model
of the decision-making process can be summarized as follows: on the
initiative of the Conference, CPCM or a Government, the commissions,
commitlees or sub-committees prepare recommendations which are
addressed to CPCM. After consideration and, possibly, amendment, the
latter body submits them to the Conference, At all these levels, unanimous
agreement is sought. In practice, however, the distinctions and procedures
appear less strict. In the first place, although the Ministers sometimes
meet in restricted session, work is usually carried out in plenary, in the
presence of other members of delegations, or in commission. In either
case, the people present are often those who took part in the preparation
of recommendations in the advisory commissions or in CPCM. Moreover,
the participation of the latter body in the whole process of producing
recommendations is effected through one of its representatives, who attends
all the meetings for the purpose of assisting the participants and facilitating
the interpretation of recommendations within CPCM. The Secretary of
CPCM also takes part in these meetings.
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40. 1n this way, CPCM follows a matter through its various stages
from start to finish and holds frequent meetings before, during and after
these preparatory discussions. It is also in a posit_ion to }1oid various
consuliations during this process; it can arrange spec;al meetings, convene
expert commissions or consult national administrations or international
or regional organizations (UNCTAD, the Food and Agnc'ult_ure Organiza-
tion of the United Nations (FAQ), the Economic Commission for Africa
(ECA)}, the United Nations Industrial Development Organization (UNIIDO),
etc.). It can also establish an ad hoc commission to consider a particular
item for submission to the Conference.

41. Needless to say, CPCM is not absent from the last stage of the
process at the ministerial level. Within the three days preccdmg a meeting
of the Conference of Ministers, it holds, under article 14 of its rules of
procedure, an extraordinary meeting in the place where the _Conference
is to be held, in order to complete work on the documentation for the
Conference, although ali the components of the documentation have already
been sent to the Maghreb countries.? The Conference agenda is a fairly
heavy one since everything, unless an exception is made, must be ap.pr.oved
by it, including the proposals by CPCM and t!’xe advisory comnussions,
and important action to be taken by the specialized bodies. For example,
the work programme and budget of CEIM have to be submitted to the
Conference for approval.

42, The adoption by the Conference of resq}utim}s (recommendat'ioz}s,
practical measures and approval of proposals) is subject to the unanimity
rule. In practice, however the members of the C'onffarence do not vote
in the customary manner of international orgam_zatsons;‘the Ministers
try to reach a consensus and agree that resolutions Wi}lch have be;en
unanimously approved should be distributed. Any resolutions not recetving
unanimous approval, on the other hand, are simply put aside.®

(¢} Common instruments and their scope

43. The instruments of the Conference take the form of a _“Protocol
of Agreement” {Tunis, 1964, Tangier, 1964, Tripoli, 1965 aqd Alg:ex“s,_ 196'6)
or of a “Declaration by the Ministers of Economic Affairs” (Ministerial
Declarations of Tunis, 1967, and of Rabat, 1970). These texts set forth,
on the one hand, general principles and commitments and, on the other,
decisions on such matters as the establishment of commissions or other
bodies, the carrying out of studies, etc. For example, thc Ministerial Dec~
laration of Tunis adopts a global integration strategy, instructs CPCM to
prepare a draft Maghreb agreement on the basis of the principles embodied

2 Gue M. El-Kasri, “Les méthodes de travail des conférences maghrébines”, in
“Séminaire des experts maghrébins...”, op. cit., p. 5. o

2 Gee A. Benslimane (Moroccan representative to CPCM), “Les actes des"msn-
tutions maghrébines ot leurs effets”, in “Séminaire des experts maghrébins...”, op.
¢it., p. 4.
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in the strategy, and lays down the work programme for all the Maghreb
institutions. Protocols of Agreement and Ministerial Declarations do not
require ratification but are simply signed by the Ministers representing the
member States; they may be regarded as agreements concluded in a sim-
plified form, except, perhaps, when they are concluded ad referendum and
specify, like the Declaration of Tunis, that they are subject to approval
by the Governments of member States, All these provisions are contained
in resolutions which, formally speaking, can include decisions (establish-
ment of Maghreb bodies and decisions approving their actions), recommend-
ations, instructions and mandates (addressed to CPCM and to other organ-
izations}. According to A. Benslimane, any action taken by the Conference
of Ministers is, in practice, applied within the Maghreb bodies, despite the
absence of any basic instrument defining competence and terms of
reference.? The draft intergovernmental agreement is intended precisely
to fill that gap and rationalize the Maghreb system.

(d) External relations

44. Within the Maghreb Group, the principal role is that performed by
CPCM, which, under its statutes, has a legal personality, “It shall be the
duty of CPCM, within the framework of instructions given by the Council
of Ministers, to enter into any relations that may be necessary with inter-
national, regional and subregional organizations, with national and inter-
national economic organizations and with the Press. Any action to that
effect shall be the subject of an agreement among the members of the
Committee, who, on each such occasion, shall appoint a spokesman for
that purpose,”® The President represents the Committee in relations with
the authorities of member States and with international organizations;
and it is he, or failing him, the Vice-President, who represents the Com-
mittee vis-a-vis third parties and in all civil, administrative and legal
acts.*®

45. For example, a continuous relationship has been developed with
UNDP on the subject of projects of regional significance. As regards EEC,
the Conference decided at its meeting at Tunis in 1964 to increase contacts
with a view to the co-ordination of positions vis-3-vis the Community,
but the results of these efforts have been limited. In the case of relations
with third countries, common action is largely restricted to studies which
the Committee is asked to undertake 2

™ Ibid, p. 12, For more details on the form of resolutions, see the same report,
pp. 3-10.

18 CPCM Statutes, art. 1, para. 3.
® CPCM Statutes, art. 6, para. 2, and art, 7, para 2.

¥ The role played by COMALFA in the export of alfa to third countries could,
assuming that the Board effectively resumes its activities, be an example of joint actio
in an important sector of Maghreb trade relations.
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C. Association of South-East Asian Nations

1. INSTITUTIONS AND AGENTS
(a) Main institutions

(i) Ministerial Meetings

46, In ASEAN, the annual meetings of Foreign Ministers of the
member countries bring together some sixty participants.?® Those present
at the meetings usually include not only the Ministers themselves, the
ambassadors accredited to the country where the meeting is being held,
the national secretaries-general and some of their assistants, but also officials
of the central bank and other technical ministries. At the third meeting,
for instance, held on 16 and 17 December 1969 in Malaysia, the delegations
of Singapore and Malaysia included officials from the ministries of finance,
development or planning, transport and education. The members of the
Standing Committee, of the national secretariats and of various commis-
sions usually attend as well. The task of drafting recommendations and
the report of the Foreign Ministers approving the report of the Standing
Committee is entrusted to a drafting committee composed of about 20 mem-
bers and established by the Ministers.

(ii) The Standing Committee and the Meeting of National Secretaries-
General

47. The Standing Committee is composed of ambassadors accredited
to the host country. The office of chairman of the Committee is held by the
Minister of Foreign Affairs of that country or his representative. In the
interval between the meetings of Ministers, the Standing Committee is
empowered to take decisions, Its periodic meetings (8 to 10 per year) are
preceded by a Meeting of National Secretaries-General for foreign affairs,
whose functions are more continuous. In fact, the periodic meetings have
been institutionalized—although the Declaration of Bangkok of 1967
made no provision for them—the member countries having realized that
the meetings were essential to fill the co-ordination gap in the over-all
structure,®

- {iii) Lack of a permanent secretariat

43, The duties of a “permanent” secretary are performed jointly by
the Meetings of National Secretaries-General and, in rotation each year,

% A case in point is the Third Ministerfal meeting in 1969 when the number of parti-

- tipants was: Indonesia 15, Philippines 6, Singapore 10, Thailand i4 and Malaysia 16.
"‘The ministers for Foreign Affairs of Laos and the Republic of Viet-Nam also took part
by official invitation,

® See UNCTAD, “Report of the Seminar on the Institutional Framework of

":Ebonomic Integration among Developing Countries” (TAD/EI/SEM.1/3 and Corr.l),
para. 25, p. 5.
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by a secretary-general who is at the same time the national secretary-
general of the host country receiving the ministers and the Standing Com-
mitiee. In 1971, this dual function was discharged by the Under-Secretary
of the Ministry of Foreign Affairs of Singapore, assisted by three members
of his staff. Apart from his activities as Under-Secretary of State for
Foreign Adtairs and national secretary-general, he is responsible for the day-
to-day work of ASEAN, the organization of meetings, communications
and co-ordination.

49, The function of co-ordinating and reviewing the work of the
various committees is performed in the Meetings of the National Secretaries-
General. In the third year of ASEAN’s existence the Meeting of the
National Secretaries-General was instituted with the following terms of
reference

(i) To supervise the work ecntrusted to permanent andjor ad foc
commitiees;

(il To review all reports of the permanent and ad hoc committees

and make observations and recommendations thereon for submission to
the Standing Committee;

(iif) To co-ordinate the work of the permanent and ad ioe committees;

(iv) To identify and determine project priorities, when necessary, for
consideration by the Standing Commitiee;

(v} To provide guidelines for refations with the United Nations and
its agencies;

(vi) To deal with other ASEAN matters and submit reports and
recommendations thereon to the Standing Committee;

(vii) To meet whenever deemed necessary or as called upon by the
Standing Committee, 30

(b} Advisory bodies

50. ASEAN has gradually built up a network of permanent and ad foc
committees. In the absence of a central technical apparatus, the main
work of preparation is done in the committees and sub-committees with °
the aid of the Standing Comumitice, the Secretary-General and the national
secretariats. There are now 11 Permanent Committees concerned with
the foliowing sectors: Commerce and industry (Manila); Science and
technology, Food production and supply, including fisheries, and Tourism
(all three at Djakarta); Finance; Communications, air traffic services and
meteorology, and Mass media (all three at Kuala Lumpur); Shipping
(Bangkek) and Civil air transportation {Singapore), as well as two new
committees on Socio-cultural activities and Transportation and telecom-

¥ See the document submitted 10 the Bangkok Seminar by Miss Tang Ling Ling
(Singapore), “Comments of the Representative of the Singapore ASEAN National
Secretariat on the Study on Institutional Aspects of Regional Integration among
Developing Countries by Professor Dusan Sidjanski” (mimeographed; English only), p. 2.
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munications.® In addition, an Advisory Committee has been set up to
give instructions to the United Nations Team on ASEAN Economic Co-
operation and to supervise its work. The members of these committees are
usually officials of the competent ministries and institutes. Some repre-
sentatives of chambers of commerce or industry have recently taken part
in the meetings of the Permanent Committee on Commerce and Industry.
Officials of the national banks and planming institutes also sometimes
attend, although these bodies are not associated with the work as closely
as they might be and are not always represented by high-level staff. In the
absence of a permanent secretariat, the number of meetings (one or possibly
two a year) and their duration seem hardly adequate to ensure the continuity
of the work. The effectiveness of the committees often depends in fact
on the interest and energy of the chairman, the secretariat serving them and
the support of certain of their members.

51. The Permanent Committeec on Tourism, which is composed of
directors-general of tourism of the member countries, meets twice a year.
In the intervening period, many questions can be settled either by resident
deputy representatives (counsellors of embassy at the headquarters of the
Committee) or by correspondence. The distinguishing feature of this
Committee is the existence of a secretariat, which has its headquarters in
the country of the Chairman (still at Djakarta in 1971, and afterwards
at Kuala Lumpur), who changes every three years. The secretariat consists
of an Executive Director {the Chairman), an Executive Secretary and the
administrative staff, The Chairman represents the secretariat, and directs
its work in accordance with the policy established by the Committee, to
which he submits reports and proposals. The Executive Secretary, appointed
by the Chairman, has the full-time function of assisting the Executive
Directar and the Committee in their work, implementing their decisions and
submitting progress reports to them, He may also propose changes in the
exccution of the policies laid down by the Committee. Lastly, he directs
and co-ordinates the functions and work of the administrative secretariat.
tle i1s answerable to the Executive Director. The secretariat consisis of
about 10 persons, among whom there are three assistant secretaries respon-
sible for market studies, research and special projects (at present only one
assistant secretary is actually in office), an administrative director, a treas-
urer and general service stafl. The secretariat budget is financed by the
Indonesian Government. In spite of these rescurces and various projects
and efforts (ASEAN tours, and ASEAN Tourist Year 1971), little has vet
been accomplished.

52. Other examples which might be mentioned are the Permanent Com-
mittee on Science and Techunology, whose current Chairman, in tenure of the
office for two years, is at the same time Director of the Indonesian lnstitute
of Science. Similar efforts are being made in meteorology, air services and
air transport, and may well give rise to closer co-operation and possibly to the

- ! The location of these committees chunges every three years, rotating among the
member countrics. Thus, in 1972, the Permanent Committee on Commerce and Industry
was transferred to Singapore.
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establishment of common services.® The 1969 agreement setting up a
Joint Fund is an innovation in a system which relies entirely on national
institutions and resources. The purpose of the Fund is to finance joint
projects approved by the ASEAN Foreign Ministers, Its limited resources
total no more than $5 million, each country’s initial contribution being
$1 million.® The Fund has not yet financed an operational project. The
implementation plan has an original feature in that it provides for the
establishment for each project of a joint management committee, whose
members--one for each country-are appointed by the Standing Com-
mittee. The joint management committee assumes responsibility for the
implementation and supervision of the approved project. Taking its de-
cisions by majority vote, the committee is presided over by the representative
of the country where the project is to be carried out. This function is at
present being carried out by the Permanent Committee on Finance,

53, This structure of the committees will be put to the test as the

activities of ASEAN increase. A specific example is provided by the prob-
lems encountered by the Permanent Committee on Commerce and Industry.
This Committee, which considers the programme prepared by the United
Nations Team, has to decide upon a series of long-term projects (establish-
ment of a free-trade area, complementarity programmes, conclusion of
global arrangements and the institution of payments machinery). The
Committee has recently accepted the principle that the most effective way
of meeting the needs of the region would be to establish a free-trade area
among the member countries for selected commodities and for a limited
period. Consequently, the Committee will be called upon not only to
propose solutions and practical measures but also to consider the problem
of implementing these measures and supervising their execution. If the
proposals that the Committee is now formulating have produced such a
considerable work-load, it is obvious that the application and supervision
of these measures will undoubtedly bring up the problem of ASEAN’s
institutional system and, in particular, of the advisability of and need for a
permanent secretariat. At the moment, a considerable part of this pre-
paratory work will fall on the secretariat and competent minister of Singa-
pore, which has just become host to the Permanent Committee on Com-
merce and Industry. The problem will not be tackled as a whole, however,
until the basic decisions have been taken by ASEAN concerning its orienta-
tion and development.

* Other possibilities might be mentioned, such as research on the different qualities -
of rice and methods of cuitivation in the Piklippines; research on fisheries products, -
etc. There are, in fact, many reasons for close co-operation in science, technology and
rescarch, The recent split in MSA (Malaysia-Singapore Airlines), however, runs countet’
to this trend. Co-operation between central banks takes place within the framework.:
of SEACEN, in which countries that are not members of ASEAN, such as Ceylon and -
Nepal, participate.

% These amounts are included in the budgets of the Ministries of Foreign Affairs
and held at the disposal of the Joint Fund by the nationa! banks.
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(c} National secretariats and professional organizations

(i) National secretariats

54. The national secrefariats are responsible for co-ordination at the
national level with the other secretariats and with the committees under
their jurisdiction. They have a certain degree of autonomy, can present
proposals, influence decisions and interpret the joint rules. Their form and
size vary from country to country. In Thaitand and Singapore, for instance,
they are small, but the secretariat at Kuala Lumpur is somewhat larger.

55. The Bangkok secretariat consists of a secretary-general and his
deputy, whose main function is to direct the Economic Department of the
Ministry of Foreign Affairs. Where necessary, they can receive assistance
from other ministries and institutions in their work connected with ASEAN.
Nevertheless, early in 1972, during which year Thailand provided the
Secrctary-General of ASEAN, this additional work-load raised some
problems regarding their capacity to carry out the growing tasks of
ASEAN.

56. Directed by the Under-Secretary of the Ministry of Foreign Affairs,
the secretariat at Singapore includes three of his staff; the work of co-
ordination with other Ministries and institutions seems to be carried out
effectively, thus compensating to some extent for the secretariat’s small
size. The work of the committees with headquarters at Singapore comes
under the competent Ministries which have the duty of studying, co-
ordinating and implementing the iechnical work of these committees.8t
Moreaver, the same officials are very often members of or advisors to the
ASEAN committees as well,

57. Unlike these two national secretariats, those of the Philippines and
Indonesia are larger and more structurally elaborated. Both constitute a
department or office of the Ministry of Foreign Affairs. At Manila, the
secretariat consists of about five or six full-time officers {plus administrative
assistants and secretariat staff), assisted by officials from other Ministries
(Trade and Industry, Economic Affairs, Finance and Agriculture) and from
public bodies. These officials constitute local panels of experts for each
committee. In the case of the Permanent Committee on Commerce and
Industry, for instance, the panel of experts is made up of officials from the
Ministry of Commerce and Industry, the Planning Body, the Board of
Investments, the Tariff Commission, the Central Bank, the Development
Corporation, the Presidential Economic Staff and an officer from the Office
of Economic Affairs of the Foreign Ministry,

58, The same principle is followed at Djakarta, where the national
secretary-general is assisted by a deputy and four assistants, for economic

 affairs, social and cultural affairs, general affairs and research and planning,

Their number is to be doubled so that about 20 full-time officials will be

~available, plus administrative staff. The national secretariat has set up

# Miss Tang Ling Ling, “Comments of the Representative of the Singapore ASEAN

- National Secretariat...”, op. cit, p. 3.
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five working groups: commerce, industry, agriculture, shipping and
tourism. Collaboration with other Ministries and government institutions
is conducted through the medium of an Advisory Committee on which they
are all represented. The Advisory Committee reaches decisions concerning
the studies, reports and comments of the working groups; it works out
official positions and carries out adjustments of various policies. The
departments and Ministries are respectively responsible for specific projects.
The national secretariat members—of whom there is always at least one
on the Indonesian dclegation--and the officials responsible for ASEAN
affairs in various public bodies—who are at the same time members of the
national advisery committee and of various ASEAN committees—Tform
the nucleus of officials who are responsible, on a full-time or part-time
basis, for ASEAN business.

59, Tt is di(ﬁgult to gauge the efficiency of the individual sccretariats
becaqse of the differences in administrative organization between them,
and in the calibre of the administrative and technical staff.

(ii) Professional organizations

~_ 60. The ASEAN Tours and Travel Association was set up at Djakarta
in March 1971, According to a Press release issued after the Fourth Minis-
‘teriai Mecting, held at Manila in March 1971, the Ministers stressed the
importance of active participation by the private sector in the work of
ASEAN, in order to stimulate the vigorous development of commercial
and industrial undertakings in the region.® The Conlederation of Chambers
of Commerce of the ASEAN countries could, since its consolidation,
beecome a representative of that sector. Then the relationships of ASEAN
with the varicus sectors would be carried out through the medium of the
Confederation. The latter would co-ordinate projects and woutld then bring
them before ASEAN.

2. THE DECISION-MAKING PROCESS
(a) Distribution of powers

‘ 61. The powers of decision-making and recommendation are, in
prmc;_p]c, concentrated in the Ministerial Meeting, The Standing Committee
organizes the meetings, draws up projects for the Ministers, and is respon-
§iblc for carrying out their instructions. Between Ministerial Meetings, it
is empowered to take certain decisions.

62. The Meetings of Secretaries-General supervise the work of the

committees, examine their reports and co-ordinate their activities. They..
also allocate prioritics to prejects for the Standing Committee, review,
other questions and submit reports and recemmendalions to the Standing

Committee.

% See the joint Press release of the Fourth ASEAN Minjsterial Mecting, Manila
13 March 1971, para. 7. :
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{b) The decision-making model

63. The general model of the decision-making process can be outlined
as follows:

64. The initiatives and projects may originate from: (a) the Govern-
ments of member countries, their civil services or public organizations;
(b} the private scctors of one or several members or from multinational
enterprises; (¢) the secretary-general of a national secretariat, on behalf
of that secretariat; (¢) the committees and (¢) international bodies or agen-
cies. These initiatives or projects vary in their degree of elaboration. For
example, the payments union project submitted by the Philippines con-
tained a definition of the main features of the proposed machinery. Projects
are generally sent to the committees and sub-committees which then
examine them. Nevertheless, although the private sector has the choice of
two routes—through a national secreiary-general or directly through a
committee—an exceptional case arose in 1970, Three private organizations
{Association for Development of Regional Investments, Ford Automobile
and Business Community) submitted their proposals directly to the Foreign
Ministers who agreed fo entertain them but then referred them without
comiment to the relevant permanent committees.

65. The committees submit proposals unanimously in the form of
reports or draft recommendations to the Meetings of Secretaries-General.
The proposals are then reviewed by the national secretaries-general, who
meeting as a rule in the capital which is the headquarters of ASEAN,
adopt unanimous decisions regarding the desirability and substance of the
projects. At the same time, the secretaries-general co-ordinate the various
projects, establish priorities and draft a report for the Standing Committee.
The latter reaches a decision on the basis of that repoert. It may decide to
adopt a proposal, to amend it or to refer it to the permanent committces.
Once a project has been approved, by joint agreement, with or without
amendments, the Standing Comunittee then submits it to the Ministerial
Mecting, whose deciston must be unanimous. If it is referred to the com-
mitiees, the project may, after some adjustments or amendments, take the
same route.

66. Despite the preparatory and co-ordination work carried out by the
national secrctariats and the Mueetings of Secretaries-General, a project is
exposed in the course of this process to all sorts of changes. It may undergo
modification or be the subject of reservations on the part of one or other
bady. Sometimes, too, agreement obtained at a certain level is already
qualified by reservations which may thercafter be maodified, confirmed or

'_ - replaced by others, In principle, all the paths converge, through the Standing
~ Committee, in the Ministerial Mcetings. The process that has been described

constitutes a general model which, with variations, covers most cases and

o particularty those of specific projects. The long-term programme prepared
- by the United Nations Team naturally gives rise to a special process,
Cowing to its scope and complexity. Apart from the promotional role played
: %)Y the United Nations Fecam, this process is characterized by the regular
“ntervention of an Advisory Commiltee composed of planning officials
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and economists of the member countries, Apart from thus, aithough it
does create an increased work-load, particularly for the Permanent Coms-
mittee on Commerce and Industry, the process of working out an over-all
programme for ASEAN follows the standard route.

67. While the Permanent Commitiee on Tourism and its secretariat
seem to operate with a measure of independence within the framework of
general directives given by the Ministers, the Joint Fund has to follow the
general practice: projects are presented by the national secretaries-general
to the Standing Committee and, through it, to the Ministers, for their
approval. At this stage, however, the implementation and supervision of
the project are entrusted to an intergovernmental management committee,
which, exceptionally, but for reasons of efficiency, takes its decisions by a
majority vote of the members present and voting.

(c) Scope of the instruments

68. This process usually culminates in recommendations, projects or
agreements. By now, more than 120 recommendations have been formulated
embodying about a dozen short- and long-term proijects, the recommenda-
tions of which reflect various aspects considered by the relevant committees.
To give an example, recommendation 35, advocating the establishment of a
Joint Fund, was revised and restructured to become an agreement on the
establishment of the ASEAN Fund, to which are appended regulations
concerning the operation of the Fund. This agreement, like that on the
mass media, was not made subject to ratification by the member countries
but came into force upon its signature by the contracting parties. The
agreement on the commercial rights of non-scheduled airlines, on the other
hand, which was signed at Manila in March 1971, is to come into force as
soon as not less than three signatory States have deposited their instruments
of ratification. With respect to the problem of ratification, a guiding prin-
ciple seems to emerge : procedural regulations are not subject to ratification
but ratification is necessary where substantive regulations are concerned,

69. If a project is fully approved, the national secretariats help in its
implementation. In this way, each national secretariat is responsible for
administering various projects.® It is accepted that, if one country cannot
for the time being participate in the implementation of a project, due to
financial constraints, for instance, the other members are neveriheless
entitled to proceed. The country in question can join the others once it
considers it is ready to assume its obligations.®?

70. The national secretaries-general are responsible for following
up the implementation of projects in the relevant committees, At their
periodic meetings, they draw up a progress report on the projects under their

% Generally speaking, there is a tendency for ASEANTprojects to observe the
following criteria: (z) be readily feasible; (&) produce_quick results; (c) benefit every:
member country; and {4} require minimum financing. o

¥ UNCTAD, “Report of the Seminar...”, op. cif., para, 58, p. 11.
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charge. In addition, before the Foreign Ministers meet the Secretary-
General of ASEAN calls the attention of the national secretariats to projects
whose adoption has not been followed by implementation.®®

71. Despite certain delays or difficulties of co-ordination, this process
seems to be in keeping with the relatively modest level of ASEAN actjvities,
at least at the formulation stage, The desire to undertake a more ambitious
programme and the need to supervise the application of projects being
prepared or executed, create new needs and raise the question of ASEAN’s
structure. In particular, the need to set up a permanent and effective
administrative nucleus-—or more than one—is bescoming more specific
and more urgent.®

(d) External relations

72. In the fourth preambular paragraph of the Declaration of Bangkok
(1967}, which is the basic document of the Association, the signatories
declare that they are determined to ensure their stability and security from
external interference. At their various meetings, the Foreign Ministers
exchange ideas on political problems relating to the region and, in particular,
on the possibilities of neutralization. The proposal to establish a neutral
zone in South-East Asia envisages a joint guarantee by the Union of Soviet
Socialist Republics, the United States of America and China.®® More
recently, in the joint Press release of the Fourth ASEAN Ministerial
Meeting (Manila, March 1971), the Ministers referred to the necessity and
value of close consultation and co-operation amongst their representatives
at regional and international forums so that the members of ASEAN
would always present a common stand. Consultation on problems affecting
the region as a whole is increasingly taking root in the Economic Com-
nission for Asia and the Far East (ECAFE), the United Nations General
Assembly and UNCTAD.%

73. However, it is in relation to EEC and the effects of its enlargement
on world trade that ASEAN is attempting to define a common position
and present itself as a single unit. Following preparatory discussions in

8 Jbid.Ppara.’59,7p.M 12,

® Ibid., para, 28, p. 6: “Considering the present level of activity in ASEAN, the
member countries regard the institutional framework of the Association as satisfactory
and adequate. However, the Association is beginning to be aware of indications pointing
towards a modification in the institutional framework, specifically with respect to
the National Secretariats, It is expected that this problem wiil be studied intensively
when a decision is taken by ASEAN on the recommendations of the United Nations
Study Team which, if adopted, will expand the economic co-operation activities of the
Association.”

*® These proposals by the five countries of ASEAN, which were formerly received
with some coolness by the USSR, now seem to overlap with the Soviet project for a

“collective security system™ in the region and to be of interest to the Soviet Government
(see Le Monde, Paris, 3 October 1972).

1 Address by Mr. E. Maceda, Secretary of State for Trade and Industry and Head

. of the Phitippine delegation, Maniia, 13 March 1971, on the occasion of the Fourth

ASEAN Ministerial Meeting.
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March 1972, a first official meeting between an ASEAN delegation and the
Commission of the European Communities took place on 16 June 197242
After an examination of topics relating to trade and the future system of
world trade relations, the head of the delegation stressed the usefulness of
an institutionalization of the dialogue between EEC and ASEAN. Both
parties felt it was desirable to set up a permanent organ. To this end,
ASEAN has already established a special co-ordination committee (SCCAN)
at Bangkok, together with a committee at Brussels (ABC) consisting of the
ambassadors of the member countries. This example demonstrates that,
when the need is felt, the members of ASEAN are ready to adopt
institutional solutions which meet their requirements,®

74. Within ECAFE, ASEAN is gradually taking shape as a sub-
regional grouping capable of contributing to the development of the
region.* The United Nations Team has the task of examining projects
in co-operation with an ASEAN ad hoc advisory commiittee (made up of
high-ranking civil-servant economists from the member countries) set up
to consider the Team’s recommendations ard to guide it in its work. The
choice of projects to be executed, and decisions on priorities, are the
responsibility of the ASEAN Foreign Ministers. At their meeting in March
1971, the Ministers reviewed the provisional report of the United Nations
Team on ASEAN Economic Co-operation and gave instructions for the
sectoral studies to be continued.*® The basic decisions which may be taken
in the light of this report may give subregional integration some substance.

75. The United Nations Team has defined the aims of economic co-
operation and the techniques for implementing it in the fields of trade and
industry (selective trade liberalization, introduction of modern large-scale
industry, particularly through complementary agreements or “package

deal” agreements which consist in allocating certain industries to one or
other member countries); it has also submitted sectoral studies and projects -
(e.g., a forestry project). On the basis of these long-term programmes, -
negotiations can begin among the countries members of ASEAN with a :

view to the preparation of a basic treaty incorporating an institutional
framework based on experience and requirements.

2 The ASEAN delegation was led by the Minister of Trade of Indonesia.
4 See joint Press release, Brussels, 16 June 1972,

* See the address by Mr. A. Malik, Minister of Foreign Affairs of Indonesia,
Manila, March 1971, to the Fourth ASEAN Ministerial Meeting,

4 See the joint Press release of the Fourth ASEAN Ministerial Meeting, Manila,
13 March 1971, para. 9,
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Chapter 11

REGIONAL INTEGRATION: EAST AFRICAN COMMUNITY,
CENTRAL AFRICAN CUSTOMS AND ECONOMIC UNION,
CENTRAL AMERICAN COMMON MARKET, ANDEAN GROUP

A. East African Community
1. INSTITUTIONS AND AGENTS °

{a) Main institutions

(i} The Authority

76. The Authority is the sovereign body in which all the main powers
of EAC are concentrated. It was provided that Heads of States members
of the Authority should hold regular meetings three times a year. This has
not always been achieved in practice. It was not achieved in 1969, for ex-
ample. Moreover, since the crisis between Uganda and Tanzania, no
official meeting has been held by the Authority or other intergovernmental
bodies of EAC.

77. The meetings are attended by the Secretary-General (who keeps
the records) and by the Ministers of the Community. The members of the
Authority are entitled to request other persons responsible for Community
services to take part in the meetings (chairmen and directors-general of the
Corporations, Deputy Ministers, members of Councils, and officers of the
Community). Unanimity is the rule for the voting procedure in the Auth-
ority. In fact, all EAC decisions are based on the goodwill of the Presidents
of the partner States. It is specified in the procedural provisions that any
member of the Authority may record his objection to a proposal submitted
to the Authority, and, until his objection has been withdrawn, the proposal
will not be discussed.

(i) The East African Ministers

78. This is the most original body. The East African Ministers are
nominated by the partner States and arc appointed by the Authority.

# See 1. Doimi di Delupis {née Detter), The East Afvican Community and Common
Marker (London, Longman’s, Green and Co., 1970). -
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They constitute the three members of the Committee of Ministers of the
Community. The Treaty for East African Co-operation ¢ provides that the
State which nominates a Community Minister should grant him the status
of Minister in its Government and allow him to attend, and speak at,
meetings of the Cabinet (art, 51.6). In practice, the Community Ministers
sit in their respective Governments, particularly when the Iatter are dealing
with EAC affairs, but their permanent headquarters are at Arusha, the scat
of the Community. They have a dual allegiance to their country and to the
Com}numty, and their role is all the more important as they often exert
real influence at the national level, In addition to the Ministers, Deputy
Ministers are appointed, by the Authority, to ensure that closer relations
are maintained with the Community organ (it is sometimes said that the
ofﬁtce ;)f Deputy Minister has no useful part to play in the institutional
systemn),

79. From the practical standpoint each Minister is responsible for a
broad sector of the Community corresponding to the sphere of competence
of the Council of which he is the Chairman. Each Minister has a Sccretary
—a senior East African official--to assist him and take charge of the
services in his sector. The Ministers meet with the Secretary-G?:neral, if

necessary with the presence of other Community officials, as often as is
required.

(iil) The Councils

80. Of the five Councils, two, the Economic Consultative and Planning
Coun_ca! and the Research and Social Services Council, have advisory
functions, The Common Market Council, the Communications Council

and the Finance Council have, on the other hand, some decision-making
DOWErS.

_ 8L Apart from the Finance Council, which consists of the three EAC
Ministers and the three Ministers of Finance of the member countries, the
four. other Councils are made up, in addition to the three EAC Minis,ters
of nine memnbers (three per country) of ministerial rank. For example, thé
Communications Council comprises not only the three Community
Ministers and the three Ministers of Communications but also two Ministers
per country (Kenya; Ministers of Health and Tourism; Uganda: Ministers
of Trade and Industry and of Planning; Tanzania : Ministers of Trade and
Industry and of Agriculture). The same is true of the Economic Consultative
and Planning Council which consists of the three Community Ministers
the three Ministers of Planning and six other Ministers (Kenya: Mim‘ste;
of Information—formerly respousible for planning—and Minister of

Agripulture; Uganda and Tanzania: Ministers of Trade and Industry and
of Finance).

*" Signed on 6 June 1967 by Kenya, Tanzania (excludin i
a, g Zanzibar) and Uganda.
g%];r e&rl:em tc::t ;f l;he 'll"ggziit)y, se}: 71;’19 Treaty for Eust African Co-aperation (Ngimbi
rament Printer or J. Brownlie, ed., Basic Do , ic s,
{Oxford, Clarendon i:’ress, 1971), p. 63. cuments o African A,
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82. In addition to their members, meetings of the Councils are
attended by officials of the various competent Ministries, the Secretary-
General and the Counsel to the Community, the Secretary of the sector
concerned and any other officer of the Community or of a corporation
whose presence is required for the business under discussion. Under
annex Il to the Treaty, paragraph 7 (¢), the Directors-General and Chairmen -
of the boards of directors of the corporations are entitled to attend, and
speak, at, any meetings of the Communications Council which is conducting
business relating to their corporation. As to the frequency of meetings, each
Council holds at least four meetings per year. The Economic Consultative
and Planning Council, for instance, met four times in 1970 to begin prepar-
ing the EAC five-year plan for (a) the General Service and Corporation
Funds, and (b} co-ordination of the national plans of the partner States
in industry, tourism, transport and communications. The Comntunications
Councll, for its part, has held 24 meetings in three vears, cach meeting
lasting two days. It will be obvious that the frequent meetings of these five
Councils, often attended by the same Ministers and other high-ranking
personalities (e.g., Ministers of Trade and Industry and Ministers of
Finance), have created certain problems: problems of travel, excessive
workload, postponement of meetings, etc. In the light of these problems,
which most economic integration groupings have to face, EAC has adopted
provisions whereby the Councils are obliged at every siiting to set a date for
their next meeting which can then be changed only with the approval of the
three Heads of State.®® As a result, the organization of the Councils’ meet-
ings has become more rational: the programme, agenda and venue can be
established in advance. In addition, meetings of several Councils can be
arranged in a single place, thereby making it possible for the participants
to attend meetings of more than one Council. This form of organization
means a great saving in time and resources and helps to counteract the
drawbacks arising from the multiplicity of Councils in EAC.

83, These specialized ministerial-level Councils oversee the functioning
of EAC and ensure co-ordination between Community and national affairs,
They are essentially intergovernmental, despite the presence of the Com-
munity Ministers, The Community’s point of view is represented by these
Ministers, and by the Secretary-General, the Secretary and the members
of the common services or Corporations attending the meetings.

{(iv) The Central Secretariat and the administrative services

84, Under article 63 of the Treaty, the Secretary-General is appointed
by the Authority. As the principal executive officer of EAC, he is Secretary
of the Authority and of the Commiitee of Ministers and the Councils and,
at the same time, is head of the Community Service Commission. As such,
he is responsible to the Authority for the general efficiency of the adminis-
trative service, for co-ordination of the activities of the Community
officers and for the organization of the executive apparatus in general.

8 UNCTAD, “Report of the Seminar...”, op. ¢it., para. 20, p. 4.
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The Secretaries and heads of departments are answerable to, and must
maintain close contact with, the Secretary-General, who may call a meeting
of them at any time, ’

85. However, the three Secretaries are also responsible to the Com-
munity Ministers. In fact, each Minister exercises direction and contro! over
one of the three secretariats which constitute the Community’s Central
Sceretariat.® Thus these secretariats are subject both to the hierarchic con-
trol of the Secretary-General and the instructions given by the Ministers.
Their duties and responsibilities are distributed according to the following
principle : political instructions come from the Community Ministers, while
operational and administrative activities are the responsibility of the head
of the central administration, In practice, however, the distinction between
political directives and administrative action seems difficult to maintain.

86. The number of officials and employees is considerable. For instance,
the common adminjstrative services (Central Sceretariat with various secre-
tariats and departments) consist of about 4,500 officials and employees.
There is also, under this Community organization, a network of specialized
research and operational services which in turn comprise about 3,500 officials
and employees (sce paras. 90-93 below). The Central Secretariat proper, for
example, consists of 57 persons, the secretariat of the Common Market
Council of 160 and the secretariat for finance and administration of more
than 450 persons. Then there is the Customs and Excise Department which,
including the transfer tax service, numbers 2,565 persons and the Income
Tax Department with more than 1,070,

87, Such a large administration has also a farge budget. The estimated
expenditure for 1970/1971 amounts to 226,274,598 shillings (about §U.8.31.7
million). This sum does not include investment expenditure which amounts
to 74.5 million shillings (roughly $U.S.10.4 million} for the same year.

(b) Advisory bodies and specialized organs
{t) Advisory bodies

88. One example of these is the Permanent Common Market Com-
mittee, which assists the corresponding Council; it consists of four to seven
members per country and about ten members of the Common Market and
Economic Aflairs Division of the EAC Secretariat, A commission composed
of representatives of the Ministries of Finance and Ministries of Trade and
Industry, considers every application connected with the common external
tariff and expresses opinions for the benefit of the Ministers of Finance.

89. Another example is the Planners’ Commitiee sel up by the
Economic Consultative and Planning Council. This Committee, which is
presided over by the Sccretary of the Common Market and Economic
Affairs Division of the EAC Secretariat, consists of three official repre-

¥ See R. Ouko

of the East African Communily with special reference

to the East African Common
Marke! Arrangements™

{mimeographed) (Arusha, 1971), para. 12, p. 4.
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(Kenyan East African Minister), “The Instifutional Framework

sentatives of cach partner State (one of whom _must be a permanent/
principal secretary for planning and economic affairs). 1t also includes the
Secretaries of the other two divisions: Finance and Admxmstratlon, and
Communications and Research. The Committee, in its turn, has set up
several sub-commitiees, e.g., for agriculture and for tourisr, The first
consists of a chairman and a secretary appointed by the Chairman of the
Committce, three government 1'eprescntatives,‘ one appomteq by e:’:tc‘n
partner State, and three officials of the Community. The secretariat services
for the sub-Cominittee are performed by the Common Marke.t and Economic
Affairs Division of the EAC Secretariat. Similar sub-committees have been
established for industry, statistics, and transport and communications.
These advisory bodies, which have been created in response to a specific
need, are composed mainly of government representatives.

(il) Common services

90. The common services are undoubtedly one of the. most original
features of EAC, including, as they do, four large corporations concerned
with railways, airways, harbours and post and teIet‘:o'mmumcatlons. These
four corporations employ about 68,000 persons, divided as follows: r_all-
ways, 50,000; aviation 6,000; harbours 5,000; and post and telecommunica-
tions, 7,000,

91, According to R. Ouko, the corporations enjoy come autonomy
under the policy guidance of their Boards and the over-all control of the
Communications Council and the Authority. Each corporation has a board
of directors, usually consisting of a Chairman appointed by the Authority,
a Director-General, also appointed by the Authority, and six members,
three of whom are appointed by the partner States (on.e by each countr_y)
and the other three by the Authority. The board of directors of the Air-
ways Corporation has eight members (apart from the Chairman and the
Director-General), six of whom are appointed by the partner States {two
each) and two by the Authority. The budget of each corporation is approved
by its board of directors and is not submitted to thg: Leglsl'atwe Assembly
in the same way as the budget for General Fund services, This arrangement,
which arises from their self-financing nature, gives them a certain amount
of independence from direct political factors_. Thus t}}e corporations were
able to carry out their operations with m:mmal disruption during thc
political crisis which beset the Community in 1971.% Nevertheless, despite
this operational independence of the corporations, important supervisory
powers are vested in the Authority. In Kenya an_d I_Jganda, the Legislative
Assembly’s membership is appointed; in 'I‘anfzama it 1s‘elected by the _Na-
tional Assembly.® Consequently, these functional bodies are not entirely
sheitered from the effects of political disagreements at the highest level.
The Harbours Corporation was without a Director-General for some time

50 Ibid., para. 50, pp. 13-14,

8 UNCTAD, “Report of the Seminar..."”, ep. ciz., para. 22, p. 4. Among the mem-
bers of the Legisiative Assembly there are not only parliamentarians but also academics
and businessmen, particularly from Kenya.
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because no meetings of Heads of State had been held, and the Director-
General’s functions were performed by a committee of directors,

92. There are about twenty specialized common services in different
areas of research (industrial, agricultural, health, etc.) and in operational
sectors like the Directorate of Civil Aviation. They employ about
3,800 persons.

93. The East African Development Bank also has a Board of Directors
and a Director-General appointed by the Authority in consultation with the
Board. Besides the Chairman and Director-General, the Board consists of
three directors and three alternate directors (one for each partner State).

The Bank has an authorized capital stock of 400 million shillings (about
$17.5.56 million).

(¢} The Legislative Assembly and the tribunal of the Community

94. The Legislative Assembly, which passes bills by majority vote
and submits them to the Authority for its approval, is composed of the
following members: Ministers and Deputy Ministers of the Community,
the Chairman of the Assembly, the Secretary-General and the Legal Counsel
of thz? Community, and 27 members of Parliament (nine from each country),
appointed in accordance with such procedure as each pariner State decides.
It exercises general legislative control and also supervises EAC activities.5?
The purpose of the Assembly is to approve programmes, pass bills and
exercise a measure of budgetary control, It discusses the affairs of the
Community in meetings open to the public.

93. The Community tribunal provided for in article 32 of the Treaty
bas not yet been set up owing to the difficulties that have been encountered
in finding competent members. It appears, however, that there is a move
towards setting up the tribunal, Moreover, if disputes are not settled in
the Councils, they are submitted to the Authority for arbitration.®

(d) Co-ordination at the national level and professional organizations

. 96. Co-ordination is organized mainly by the Office of the President
in each country (formerly by the Ministry for Foreign Affairs or the Treas-

ury), these Oﬂ‘iceg beipg thp main organs for liaison with EAC, apart :
from the Community Ministries. Working groups and committees consisting

) 52 R, Ouko, “The Institutional framework...”, op. cil., para. 51, p. 14. R. Ouko’
points out that there is also general legislative control in that the annual reports of the

corporations are discussed by the Legislative Assembly which also passes bills affecting
the corporations.

¥ There is also within the Conununity an appeals court for East Africa which is
competent to reach decisions on appeals from the courts of the partner States according
to the laws in force in cach of the countries (art. 8 of the Treaty). The East African
Industrial Court, composed of the Chairmen of the Industrial Courts of the Partner

States, decides on complaints and appeals by officials and employees of the Community
Services and Corporations (art. 85 of the Treaiy).
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of those responsible for the different Ministries participating in the Com-
munity Councils and committees (Ministries of Economic Affairs, Finance,
Development and Industry and various public organizations, Central
Banks, etc.) have been set up at different levels. It is the custom for ministerial
advisers to meet before a committee or council of the Community is
convened in order to discuss the agenda and prepare briefs for the Ministers,
If necessary, a discussion is held with the Minister himself, In fact the
number of persons dealing with Community affairs has for years been quite
small. Co-ordination at the national level seems good on the whole, except
in Uganda,

97. No professional organizations have been set up on a Community
basis, their influence being mainly brought to bear at the governmental
and ministerial levels, through which they endeavour to exert an influence
on the Councils, Community Departments sometimes have informal
contacts with certain national professional organizations. The fack of a
network of professional bodies in the Community itself is due to structural
differences in production and distribution in the partner States which would
make cohesion between such organizations difficult. There is, however, one
exception, i.e., the contacts and negotiations between the common services
and trade unions, & recent example being the negotiations between the
civil airlines and various trade unions 5

2. THE DECISION-MAKING PROCESS, COMMON INSTR UMENTS
AND EXTERNAL RELATIONS

(a) Distribution of powers

98. The main powers are concenirated in the Autherity, which is
responsible for the general direction and control of the Community, the
corporations, the common services and institutions and the East African
Development Bank, The Authority appoints the Ministers, the Secretary-
General, the Directors-General of the corporations and of the Bank, etc.
It may also give directions to the Councils, Ministers and corporations.
The Authority takes the final decision in all matters, since, under article 59
of the Treaty, it must give its assent to Community measures and bills to
give them binding force. Similarly, it is the Authority that gives final
approval to the budget of the Community, and acts as appeal instance for
the Councils and other institutions and the corporations. The Legislative
Assembly has Iegislative and budgetary powers, but they are subject to the
approval of the Authority, The Ministers (art. 51) assist the Authority
in preparing its decisions, carry out its directives, and advise it. It is usually
the Ministers who frame the Authority’s decisions. Furthermore, the
Ministers preside over the Councils in the Community and they are also the
rapporteurs for Biils introduced in the Legislative Assembly, In that

# The East African Union in Uganda, a Tanzanian union and two Kenyan unions,
one at the East African Community level.
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capacity they frame draft decisions for submission to the Assembly or the
Councils, They may also decide matters of general policy which do not have
to he submitted to the Authority and they also exercise the powers delegated
to or conferred upon them by the Authority. The Committee of Ministers
concerns itself with conflicts of interest which may arise among the Ministers
themselves or between the secretariat departments for which they are
responsible on a day-to-day basis,

99. The Economic Consultative and Planning Council and the
Research and Social Services Council assist the partner States in a consul-
tative capacity and they also advise the Authority. Having no powers of
thelr.own, they work out and prepare proposals and studies. The same
functions are performed by the other three councils, but these also have
powers of their own. The Finance Council, for instance, considers and
approves the draft budgets and investment programmes of the corporations,
while the Communications Council exercises control over the corporations
and approves the work programmes and plans proposed by their boards
of directors, to which it may give directions.

100. It is ‘the Common Market Council, however, which has the
broadest and most substantive powers; article 30 of the Treaty provides
that it shall be responsible for and review the functioning and development
of the Common Market, settle problems arising from the implementation
of the Treaty in connexion with the Common Market, consider complaints
of matters concerning breaches of obligations in relation to the Common
Market and, in this connexion, issue binding directives or make recom-
mendations to partner States. As part of its supervisory powers, it has to
take decisions concerning the application of measures provided for in the
Treaty, such as the revocation of taxes, the lifting-of quantitative restric-
tions, ete. Underdarticle 20 of the Treaty it must determine the circumstances
of any case put before it by a State, and decide, where appropriate, that
the transfer tax should be revoked. Lastly, the Council performs a consul-
tative role in trade and economic relations with other countries and
organizations.

101. The Central Secretariat Has the following functions: its Secretary-
General is head of the common administration and also secretary of the
Aughority and of the Commitiee of Ministers; furthermore, he performs
vanous‘services for the Council and other institutions. In addition, the
secretariat keeps the functioning of the Common Market under continuous
review and, in this connexion, presents its findings in the form of reports
to the Council. Lastly, it performs numerous tasks, undertakes studies, and
is responsible for collecting and disseminating information within the
Community.

(b) The decision-making model

102. The process of decision-making follows a general model. The
ﬁrst step is often taken either by the partner States, which prepare proposals
in their own civil services, or by the departments of the Secretariat. It can
also, however, originate elsewhere: the Authority can, for instance, initiate
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projects in the form of directives addressed to the Committee of Ministers
and the Councils of the Community or to the corporations. The board of
directors of a corporation can make proposals which are considered by the
Communications Council and, if they have financial implications, by the
Finance Council. Likewise, a group of officials of the Central Secretariat or
of the national civil services, or one of the three secretaries or the Secretary-
General, can initiate proposals. Lastly, requests or claims by individuals,
particularly in the field of industrial licensing, can lead to decisions by the
administrative authorities or, where necessary, by one of the Councils.
The decision-making process can be set in motion in all these different
ways.

103. The main part in drawing up proposals is played by the Ministers,
the competent Councils and the departments of the Central Secretariat.
For example, the Tourism sub-commitiee of the Planners’ Committee
submitted to the Committee a preliminary proposal concerning the study of
contiguous zones on seas and lakes. In July 1970, the Commitiee considered
the proposal and submitted it with a few minor amendments to the Council.
In September 1970, the Council approved it in a more condensed form.
The importance of the part played at this stage by the members of the
committees and sub-committees and by the Secretariat should be noted.
Approval takes place at a third stage: it is given at the level of the Councils
and Ministers and then of the Legislative Assembly and the Authority.
in the Councils, the major role is played by the partner States and the
Ministers, who check the decisions very carefully since unanimity is required
at each stage. The secretariat is active throughout the process, its role in
the preparation of preposals being mainly technical. After proposals have
been screened by the Councils, and especially the Committee of Ministers,
a decision on them is taken by the Legislative Assembly. These decisions
become binding after they have been approved and put info effect by
the Authority.

104, This general decision-making model can be adapted to different
circumstances, The Common Market Council, for instance, is the only body
empowered to give directives to the partner States, and the decision-making
process stops in the Council i agreement is reached. Where, however,
the Council fails to agree, the Authority may take up the matter and
address directives to the Council if it deems fit.

105, Although more autonomous, the decision-making process in the
Corporations is also geared to the Community system. In the Harbours
Corporation, for example, the programme is drawn up and, after approval
by the Board of Directors, is submitted to the Communications Council.
The final approval of the programme, permitting investments to be planned,
is given by the Authority. Following these different stages and once the
programme has received unanimous approval, the Corporation can submit
requests to international financing agencies. The process seems protracted,
especially since unanimity in the Council is not always easy to achieve.
In cases of disagreement, however, recourse can always be had to the Auth-
ority, But this expedient is seldom used, and its main values is as a weapon
or threat in the negotiations. In short, the process is essentially an inter-

45



governmental one, The Central Secretariat, vyhth ;’s inclined to remain in
the background and has no great powers of initiative or other faculties of
its own, seems ill-equipped to act as a counter_welght to the intergovern-
mental negotiation aspect of the decision-making process, which largely
depends on the goodwill of the partner States.

106. Although it appears simple, this decision-malging process s
in fact quite complicated, mainly because of the complexity of the insti-
tutional structures and the dispersion of powers among the various Counc:}ls.
This dispersion slows down the whole process, particularly as the Coyr;cﬂs,
although they play an important part in the preparation of the decisions,
have, on the whole, only limited powers of their own. With a few exceptions
—which concern, in particular, the Common Market Council aqd the
Communications Council--the main power is ultimately vested in the
Authority.

(c) Common instruments and their scope

107, In EAC, the common instruments take the form of Community
laws or acts which are passed by the Legislative Assembly, and approved
and implemented by the Authority. They have the force of law in the partner
States as soon as they are published in the Official Guazette™ They are
binding on the partner States and persons fes1d1_ng in those States, the
common services and the Community administration. The Authorlty may
also address directives to Ministers and to the common services and'other
Community institutions. In special cases, the Common Market Counqll may
issue directives which are binding on the partner States under article 30
of the Treaty; it may also make recommendations and express opinions.
In principle, these common instruments are mainly addressed to the partner
States and the Community institutions, although the Parliament of Kenya
has stipulated that Acts of the Community in respect of matters referrpd
to in annex X to the Treaty shall have binding force in Kenya. Community
legislation can therefore be considered to have effects which are c!lrectl'y
binding on the citizens concerned, and these effects could be amplified if
multinational enterprises were brought under regulation. The Community
has the dual characteristic, however, of mediate relations between Cqm-
munity bodies and the partner States and a tendency to create 1mmed1_ate
relations through Community Laws and Acts. The direct rg]atlonSW—wh:ch
are both numerous and important—are mainly conpected with the common
services and the corporations. Nevertheless, relanons. of the intergovern-
mental type are still important, as revealed, infer alia, by t}xe fact that
appeals to the Council are submitted by the partner States within the frame-
work of the Common Market. The same system is adopted for the Tribunal.

i ity is the
5 As pointed out by R. Ouke, one of the novel aspects of the Community is
fact that af:)ts passed by the Legistative Assembly and approved by the.Authont_y have
the force of law in each member State and take precedence over national ]egislatlo,fl
where the latter is incompatible with them. (See Ouko, “The Institutional Framework...”,
op. cit., para. 13, p. 4
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As the Tribunal is not in operation, complaints or appeals are referred in
practice to the Central Secretariat, to the Council, and if necessary, to the
Authority. Moreover, there are direct sanctions and appeals corresponding

to the direct relations between the corporations and individuals or
enterprises.

(d) External relations

108. In BEAC, negotiations on the admission of a third country to the
Community or to a corporation may be conducted jointly by .the partner
States.’® When an agreement was concluded with EEC, the negotiations
were conducted jointly and the Arusha Agreement was concluded and
signed by the partner States.®” The main role in this process is played by
the partner States, the Community Ministers and the Central Secretariat.
The Common Market Council may also play a promotional role in establish-

ing closer economic and trade relations with third countries or international
organizations.

109, The accession of the United Kingdom of Great Britain and
Northern Ireland—chief supplier to and chief customer of EAC %—creates
a new situation; the enlarged EEC will supply more than half of EAC’s
imports and take more than a third of its exports. This position of privileged
partner could even be enhanced if the export potential to the former Com-
munity of the Six was exploited, Thus, instead of a better distribution,
EAC’s trade is tending towards a major concentration on the eniarged
Community. In these circumstances, one of the vital problems for the EAC
countries will be to improve their future relations with the enlarged EEC,
either by a revision of the Arusha Agreement or by accession to the Yaoundé
Convention*® This means that external relations, i.e., the capacity of the
EAC countries to present a united front to EEC, will constitute a test of
regional solidarity, particularly since these relations are currently governed
by pragmatic rules and approaches.

¢ In the negotiations for the admission of third countries (Ethiopia, Zambia) an
ad hoe team was appointed.

5 The first agreement of association with EEC was signed at Arasha on 26 July 1968
and the sccond was signed at Arusha a vear later on 24 September 1969,

8 In 1969, imports from the United Kingdom amounted to £70.9 miliion out of a
total of £233.4 million (one-third of total imports), while exports from the EAC countries

to the United Kingdom amounted to £52.9 million out of a total of £225 million (a
quarter of the region’s exports).

¥ Convention of Association between the European Economic Coramunity and

the African and Malagasy States, associated with that Community, signed at Yaoundé
on 29 July 1949,
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B. Central African Customs and Econemic Union

1. INSTITUTIONS AND AGENTS
(a) Main institutions

(1) The Council of Heads of State

110. The supreme organ of UDEAC ?s a Council of Heads of State
which normally meets once a year and_in which the Hgads of Statcs_mcmiberz
of the organization necessarily partiqipate {the rcqmr;:d quorum is at casf
three Heads of State). The Council is presided over in rotation by one ¢
the Heads of State. The ministers and experts who assist the Heads of'Statfér,)
as well as the Secretary-General of UDEAC, take part in these meefangg.]
The primary task of the Secretary-General is to report on each matter Whl'C'l
is considered by the Council and to keep the rf:cords. The Cou.ncsl has wide
powers and takes all its decisions by unanimous vote of its members.
In some urgent cases, it may take decisions by correqundencc_aucl its
President may decide to consult the membcrs_of_the Council agltheu' places
of residence (sec art. 8§ of the Treaty establishing UDEAC).

(i) The Managenient Committee

111. Under article 11 of the Treaty, each State is represented on the
Management Committee by the Minister of Finance or his representative
and the Minister responsible for questions of economic development or
his representative. The Treaty provides that mectings of the Committee
shall not be held valid unless each State is represented by at !east.%ns
Minister (art. 16), and this is also a condition of delegations being ent:teI
to speak and vote. In practice, the participation of the Ministers is ar;mig
ensured. For example, at the session of t‘h_e Managerpcnt Commlttfl:e' he
at Douala from 27-30 June 1970, thf_: Ministers of Finance, thel]\{hmstcr?
responsible for questions of economic development and the Ministers c;
Economic Affairs and Planaing of the four member States were present.
In addition, according to the Treaty, the members qf £k;c2: Commuttee m?y
be assisted by up to four experts for each delegation.®® In practice, the
number of national experts who convene to prepare meetings of the Manage-
ment Committee is tending to increase and varies between 6 and 10._ More;‘
over, these meetings have lead to the estabhshmcnt of a Commlt‘tee 0
Experts which, although not provided for in the Treaty, is becom.;)z;g fan
important element of the machinery of the Union since it is responsi C? or
examining all matters that are to be submitted to the Management Com-

% Confidential matters are dealt with directly by the Heads of State. - .
i ille t 2 he Treaty in French,

¢ Signed at Brazzaville in December 1964, For the text of t
see Journgal officiel de la Républigue Gabonnaise, Libreville, 1 August 1963, p. 352, For
an English text, see GATT, documnent L/2354. . -

*2 Ip accordance with the ruics of procedure of the Manggcmcnl Comm_lucc operating
costs are included in the budget of the General Secretariat for up to six persons per
delegation (rule 23).
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mittee. The Committee of Experts meets for 7 to 10 days before the Manage-
ment Committee to preparc the meeting of the ministers and produce
recommendations for their consideration. The Committee of Experts,
whose composition may vary according to the topics to be considered,
includes the technical advisers to the Presidents, budget directors, directors
of customs, directors of statistical services and other competent officials.
Because of the standing and competence il fts members, its recommenda-
tions and proposals are sefdom rejected by the Management Committee.5
The Secretary-General and some of his assistants also participate in the
meetings of the Management Committee.

112, The Committee, which is presided over by the Ministers of cach
State in turn, meets at least twice a year for two or three days. In practice,
this frequency has been observed. The decisions of the Committee are taken
unanimously; the draft agenda, however, may be amended by majority
vote. Matters on which agreement cannot be reached are referred to the
Council of Heads of State for settlement.

(iif) The General Secrerariat

113. Under article 19 of the Treaty, the Sccretary-General of UDEAC
is Secretary of the Council of Heads of Statc and of the Management
Committee. He is assisted by an administrative staff. The Secretary-General
is appointed by decision of the Council for a three-year termy, and though
under the direct authority of the President of the Council in office, he enjoys
a large measure of independence which is expressly guaranteed by the
Treaty, for article 21 stipulates that the Secretary-General and the staff
shall not seek or receive instructions from any Government or from any
national or international body. They are to refrain from any attitude which
might reflect on their position as international officials,

114. The Secretary-General is the head of the administeation of
UDEAC. Under the staff regulations (art. 9), he appoints officials (other
than heads of division) and other staff members, and he is also responsible
for terminating their employment. Under article 11 of the same regulations,
the principle of an equitable distribution of posts among the mcember
States must be observed for positions in the special category and in
categories 1, 2 and 3. The regulations distinguish three types of employ-
ment: staff seconded from the civil services of the various member States;®
staff under contract; and supplementary staff recruited by decision. Includ-
ing those of the Secretary-General and the Assistant Secretary-General,
there were 136 posts in the administration of the Union in 1971, of which
16 were vacant. The distribution of these posts by nationality was as
follows : 12 Cameroonians, 5 Gabonese, more than 50 Congolese and more

** See M. Yondo {Cameroon), paper on the institutional framework of UDEAC
presented to the Seminar on the Institutional Framework of Economic Integration

among Developing Countries (Bangkok, 17-26 January 1972) (mimeographed; French
only), pp. 8-9.

* National civil servants are, in principle, secconded for a five-year period but each

State is entitled to recali a civil servant at any time. This practice threatens the continuity
of the Union’s civil service,
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than 30 citizens of the Central African Republic, as well as 12 Fl?;il;
(11 for technical assistance and 1 under contract). On accountGo he
importance of Cameroon, it was agreed that the post qf Secrf:'tary-. lenelaé
would always be filled by a Cameroonian. On the basis of this agf;ecmten 1,:
Mr. Tchanqué replaced another Cameroonian. The post of : g:sban
Secretary-General is, as a general rule, rcserved_for a nalltionai 0 G adon§
the smallest country of the Union but the one with the highest st}z:n Sar 0d
living. The Director of the First Division i3 a'COngoiese, while i e e.cond
Division has no Director for the moment (this post was formetly ass:fgr;;
to Chad); the Assistant Secretary-General also acts as Director of the
Second Division.® N o . ,
115. The organization of the administration is simple: besides the
General Secretariat proper, there are two Dw!smns, one fox: Custg!:‘ix;s,
Taxation and Statistics, and the other for mc.lust'nal harmomzati_mll ﬁn A e
harmonization of transport and telecommunications and of Social Legisla-
tion. The Divisions each have three departments, as is shown in the Brégiré
izational chart in annex 1T to this study. The number of posts in the Uf_ AC
Secretariat has already risen from 123 in 19539 % to 14_4 at present, Od wf 1;
22 have still to be filled (including a financial controlier and a hea (E) the
administrative service who are to bp recruited in the Central A rtlc.%an
Republic). It is expected that there will be a consxd‘erable rqqu:remtsan 05
permanent technical stafl in the near futurc, particularly in the4 ecozg
Division, whose industrial harmonization department has only gos s,
of which 2 are at the technical level (one director of the department and one
expert), and whose department of transport and telecommunicatlons
harmonization has 3 posts, including the director and one expert. nsfc;n-
trast, the First Division, has a staff of more than 70. The member Ca es
are aware of the situation and, at the meeting of the Management dom—
mittee in December 1971, the Secretary-General was asked to sp_et;,_ up
the recruitment of a specialist in transport economics and' a spec:a.ijt mn
post and telecommunications matters. In the absence of qualified candidates
in the member States, it is planned to recruit a foreign expert on a t_emporaag
basis.®” This example illustrates the difﬁcr'llty'of recruiting qualified staff,
a problem common to most of the integration institutions of the developing

countries. : . | -
116. The operating budgets for the last six years have been as follows:

Milllons of Milliens of
CFA francs LS. dollars

.. 225 0.091
iggg R 267 1.08
1968 . . ... Lo ams 123
1968 . . ... A+ 1.06
1970 298.9 108
9 L 350.6 1.26

% Yondo, op. cit., pp. 8-9. _ -
6 See UDEAQC, Journal officiel, fifth year, 1 April 1970, decision No. 14/69.

% Yondo, ap. cit., p. 3.
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The budget for the financial year 1971 also includes 400 million CFA francs

(8U.8.1.44 million) for the equipment budget of the General Secretariat
of UDEAC.

(b) Advisory bodies and specialized organs

() Advisory bodies

117. In UDEAC, both the Council of Heads of State and the Manage-
ment Committee may set up commissions and working committees, and may
decide upon their membership and powers. According to the Treaty and
the rules of procedure of these two bodies, the role of the commissions
is to provde information in their reports to the Committee or the Council,
on the matters referred to those bodics, Their conclusions are for informa-
tion only and canrnot prejudge the Committee’s decisions. By unanimous
agreement of their members, the commissions may enlist the help of any
persons who they consider may be abie to provide them with information,
In addition to the Committee of Experts, which occupies a central place
and is becomiing increasingly important because of jts efficiency, several
commissions have been established to study special questions, The UDEAC
Bulletin_ mentions several meetings of commissions:® the Commission
on the Free Movement of Persons, the Commission on the Harmonization
of Labour and Social Legislation, the ad foc Commission on the Harmoniza-
tion of the Garment Industry in UDEAC and the Commission on the
Harmonization of Postal Service and Telecommunications,

118. By way of example, reference may be made to a major commission
set up in 1970 by an Act of the Council of Heads of State;% this commission
was requested {a) to prepare, following a study by the General Secretariat
of UDEAC, a detailed industriat development plan for the Union;
(b) to follow the progress of work on the preliminary draft and the draft;
{c) to adopt the report on the joint industrialization progranume; and
(d) to direct, where appropriate, the negotiaticns and activities with a view
to the implementation of the proposals adopted. This commission consists
of four representatives from each member State who may be either indi-
viduals or bodies and are appointed in their private capacity on the basis
of their authority and competence by the President of the Council in office
on the recommendation of the Head of State of the couniry they come
from. In practice, cach delegation is made up, as a rule, of a politician in
whom the President has confidence, a planning official, a higher civil
servant and a technician or engineer. As in the case of other commissions,
the General Secretariat of UDEAC provides secretariat services for the
commission,

119, Like the Council and commissions, the Management Committee
may invite any qualified person to attend its meetings in an advisory
capacity, but not to take part in its debates (art. 12 of the Treaty). In this

® See UDEAC, Bulletin d'information, No. 4, March 1971, p. 48 bis,
® UDEAC, Act No, 13/70 of 18 December 1970.
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way, the Council or the Committee may allow the private sector or outside
persons to hear its deliberations, without, however participating in its work.
Such cases can arise when an entreprencur or an industry submits an
application for approval. Another example is the procedure which led to
the building of the oil refinery at Port-Gentil as a community enterprise.
On that occasion the foreign promoters were given a hearing. Subsequently,
the Council also convened them and consulted some outside experts before
taking a decision on the number {one or two) of new refineries to be in-
stalled. It is known that, at the request of Cameroon (Douala) and the
Congo {Point-Noire), the Council decided, with the agreement of the
experts, in favour of two refineries to be established in two separate courn-
tries. Finally, at their last mecting in December 1971, the Management
Committee and the Council heard representatives of the cconomic sectors.

(i1) Specialized organs

120. Among the specialized organs may be mentioned the Accounts
Agency, which is under the direct authority of the general secretariat,
the Inter-State Customs School, the Common Solidarity Fund and the
Central Bank of Equatorial Africa and Cameroon. The countries members
of UDEAC, together with Chad, form a monetary union in which the Bank
operates as bank of issue for the member States and as a link between their
monetary zone and the franc zone through a transactions account.

121. The Common Solidarity Fund, established under article 38 of the
Treaty, was created to make compensating allowance for benefits derived
from transit activities or a concentration of industries in the coastal States
and to correct possible errors in the information on the country of con-
sumption.™ The Fund is financed through budget allocations. The propor-
tion to be paid into the Fund and the percentages to be redistributed to the
member States are fixed by the Council on the recommendation of the
Management Committee. For example, the amount distributed annually
by the Solidarity Fund was between 800 million and 1,200 million CFA
francs ($3.25 million and $4.88 million) from 1960 to 1963 about 1,300 mil-
Jion CEA francs (85.27 million) in 1964 and 1965 and between 1,800 million
and 1,900 million CFA francs ($7.29 million and $7.70 miliien) in 1966,
1967 and 1968. Those benefiting most from the Fund were Chad, before it
withdrew from UDEAC in 1968, and the Centrai African Republic, which
received a net contribution of almost 350 million CFA francs ($1.42 million}
in each year before 1968, and 450 million CFA francs in 196% and 1970.
Since 1969, the system based on Customs receipts has been replaced by
payment to the Central African Republic of a fump sum derived from
contributions by the three other members of the Union, which are fixed
annually by the Council™ The Fund is an original example of a joint

70 UNCTAD, “Report of the Seminar...”, op. ¢it., para. 34, p. 7.

" Yondo, op. cit., p. 13. According to Mr. Yondo, it appears that the total of
500 million CEA francs for 1971 was distributed as follows: Cameroon, 200, Gabon, 150;
and Congo, 150.
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effort aimed at reducing the imbalances which can arise in a community
of developing countries,

(¢} Co-ordination at the national level
and professional organizarions

122, According to festimony which has been collected, co-ordination
at the national level in the countries members of UDEAC is good. The
same people usually take part in the various meetings: the same Ministers,
assistants, advisers, directors of Customs, etc. The heads of delegations
consistently take a single line of action and a single position. This consistency
of approach seems to be {ound among the UDEAC experts as well, who are
practically always goverament experis.

123, Aside from the possibilities available to them through their
Qovcrllnlents, the professional organizations may be called into consulta.
tion by the Council and the Management Committee which, as has been
seen, may hear the organizations concerned and then deliberate in their
absence. The same procedure of hearing and consultation may be used by
the various commissions, as was the case with the textile interests, Organizaf~
tions at the Union level are exceptional; an cxample is provided by the
Chambers of Commerce of the member countries, which meet together
rﬁgu{ijlrl_y and have asked for the introduction of a common tax code within
the Union.

2. THE DECISION-MAKING PROCESS

(a} Distribution of powers

124, The function of the Council of UDEAC, the supreme organ of
the Union, is to ensure the attainment of the objectives Jaid down in the
Treaty. The Council directs and co-ordinates the economic and Customs
policies of the member States; it has power of decision and has authority
over the Management Commiltee. It takes the final decision in all matters
on -which the Management Committee has Tailed to reach a unanimous
d_ecrsion. The Council also adopts the budget and decides on tariff negotia-
tions with third countries and on the application of the general tariff,
.[t arbitrates any disputes which may arise between States with regard to the
1mplementation of the Treaty. The President of the Council may take de-
cisions, including decisions concerning the use of the budget and concern-
jng the staff (decisions Nos. [ and 2 of 1970). In practice, the Council’s meet-
ings are confined to the consideration of very important or confidential mat-

ters andl action on matters referred to it by the Management Committee
for arbitration.”

' 125‘. A novel fegture is the transfer of some authority from the National
Legislative Assembiies to the Council. Under article 9 of the Treaty, in

2 UNCTAD, “Report of the Seminar...”, op. ¢it,, para, 32, p. 7.
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s relating to economic, Customs and fiscal leglsllatloﬂ, the de01§10ns
g;aﬁ?é Counci]g are taken under delegat‘ion of Quth‘OI‘le by the Nalfuonaﬁ
Legislative Assemblies in accordance with the institutional rules of eac
State. In 1969, for example, the Council adopted Act No. 1/69, amending
Act No. 8/65 establishing the Customs code of the Customs and Econor_n&c?
Union. By Act No. 6/69, it again amended t_he UDEAC Customs tariff;
and by Act No. 1/70 it reduced Customs duties.

126. The Management Commitiee acts unc‘ier apthorlty delegated bfz
the Council (art. 17).” The Management Committee is e_mpowered t? dea :
inter alia, with the following matters: tarifl and Istat;stlcal nomenclature;
the common external tariff; import revenue duties and‘turn.over tax on
imports; the single tax; Customs Iggaslatlon and regulatlons‘, 11§rm0t;1;a-
tion of domestic fiscal legislation; investment code; hz}r‘mo‘n:zat;on o I1tn-
dustrial projects, development plans and transport policies; and Tcionsu §a'~_
tions on social issues and on other matters of common 11.1tercst. In th
capacity, it studies issucs and ad'opts. Ineasures. In several qlla:tt.erszl, the
Commmittee preparcs decisions lwhlch‘ it submits to t‘he Council; 1t30rzfv~fs;
up the Customs and fiscal tariffs which the Council adopts (art. 30); 1
recommends to the Council the propertion to bc-_: paid into the ‘C.ommlzm
Solidarity Fund and the percentages 1o be redistributed (art. 38); it mta E;S
proposals regarding the harmonization of domestic _taxatlgn{sys entf
(art. 42); and it has submitted for approval by the Council the draft inves
ment code (art. 45).

127. The Commiitse also has certain powers of its own. Generam;
speaking, it carries out a prelimil}arly gxamination of any nc‘m-conﬁdeg_tlat
matter brought before the Council; it draws up the list of oductsfsu jCCd
to the single tax (art, 32); it exercises some control over tl}e sa t;gua;_
measures a State may wish to take gnd, where necessary, it ?akes in i 1—195
connexion such measures as are required to prevent the diversion of traffic
{art. 40). Lastly, as regards industrial co-operation, the Committec may,
under article 55, decide on the single-tax rates to ’be applied to certajm
industrics. Many of the Management Cominittee’s acts, for exag}p 2,
concern companies which are subject to the smgl;—tax régime, The' om-
mittee decides also on such matters as the establishment of commissions
{decision No. 2 of 1970).

128. The General Secretariat is the executive organ ojf It}_le Union.
The Secretary-General has, on the whple,_ more powers pf initiative acrlad
proposal, study and preparation, application gmd co.-ordmat;on. than de-
cision-making powers proper. The "ijreaty assigns h_xm ce:rta_m impottant
tasks: he is responsible for dispatching current business in the _Custon;]s,
fiscal or economic co-ordination spheres resulting from the application of the
Treaty and for preparing the decisions to be taken' by the Cquncal or the
Committee. Another duty of the General Secretariat is to f urther the ach.teve-
ment of the main objectives of the Treaty establishing UDEAC: the

3 This delegation of authority is already largely provided for in the Treaty.
# JNCTAD, “Report of the Seminar...", op. cit., para. 32, p. 7.
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harmonization of the member States’ industrialization and transport
policies and the co-ordination of their development plans and fiscal SY§-

tems.” The Secretary-General also plays a part in co-ordinating the work
of the Unions” institutions and organs.

129. The Secretary-General, who is the king-pin of the Union, plays
an active part in the conduct of its day-to-day affairs: he attends the meet-
ings of the Council and of the Management Committee, for which he
prepares documentation and decisions, as well as those of the Committee
of Experts and the expert commissions. By his central position, his perma-
nence and his virtual omnipresence, he fulfils a dynamic co-ordination
role. For example, he receives from the member States draft decisions for
inclusion in the agenda of the Council or the Committee; he studies them,
co-ordinates them and gives his opinion on them; and he prepares texts
of regulations and application decisions for submission to the Council
and the Management Committee. With respect to Customs matters, he has
the right, as have the member Statcs, to initiate the preparation of acts and
regulations for the Management Committee and has also a series of im-
plementation functions. He is responsible for preparing and submitting the
budget and for its execution. In performing his functions, he corresponds
directly with the Heads of State of the Union, members of Governments
and all public and private organizations,’

(b) The decision-making model

(1} Origin

[30. The power of initiative lies with the member States or the inter-
governmental institutions or with the General Secretariat of the Union.
As far as the meinber States are concerned, initiatives can come from any
individual or economic entity but, in order to reach the decision-making
organs, they must first be examined and approved by one or other of the
Ministries which is a member of the Management Committee of UDEAC.?
Thus, initiatives from the private sector are not brought directly before
Union institutions but are first screened by the national authorities. For
example, an application for approval under the single-tax régime may be
submitted by a national or foreign firm to the Ministry of Trade of a
member State which, in turn, may transmit it with a favourable opinion to

the Secretary-General for his consideration, conclusions and submission
to the Management Committee,

131. The Secretary-General is allowed a broad measure of Initiative,
He can recommend measures for action by the Council and the Manage-
ment Committee (in Customs matters, for instance), take the initiative in
preparing the budget or draw attention to the non-implementation of

" See UDEAC, “Communication to UNCTAD” (mimeographed), April 1970,
pp. 16-17.

"¢ UDEAC, Act No, 2/65 of the Council of Heads of State, art. 2, para. g.
7 UNCTAD, “Report of the Seminar...”, op. cit., para. 60, p. 11.
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decisions or delays in their implementation (art. 33). Sometimes the T rt!aaty
establishes an obligation to act, as in the case of the single tax or.the 1§r—
monization of plans and industrial co-operation. Th_e Treaty prowcti)es ‘ttaé
the gencral industrial development plan of the Union shall be ;u mitte
within one year after the entry into force of the Treaty (art. 57).

132. In this basic field, the initia.tive lies with the Secretar;,'—Gcneral.
Despite the mandatory time-tgblc lald. down‘by the Treaty,flt has' n_(t)l
proved possible to carry out this commiiment in the absence obunagnm y
among the member States. To date, the general plan has not yet‘ echn ‘raﬁli
up. To compensate for this delay, the Secretary-General has lz\tkcn t fc initia
tive in formulating a new strategy based on the joint development o .ccrtﬁm
sectors which exceed the capacity of the member States taken individually.

133. Naturally, other officials, such as national experts or minxsters
—acting either individually or jointly—make frequent use of their powe;
of initiative. ‘This is also true of the Heads of State, who are the source o

some basic decisions.

(ii} The formulation stage

134, The General Secretariat has the responsibility for the formulation
of decisions. Proposals for action emanating from the xgember States, m‘ter-
aogvernmental institutions or the Secretary-General himself are first con-
;Didercd in the competent departments of the gen_eral secretariat. The latter
studies them, gives its opinion on them and submits the relevant documenta-
tion to the member States one month before the session of the Mana_ge‘n's_ent
Committee. The national experts consider the documents and seek insty uc}
tions from their respective Governments before attending the meeiu;g 0
the Committee of Experts. During this phase, the _Secretar.y-Generdl or
the Committee can obtain the advice of external or ;pternghpnal ex;_:_erts
—as in the case of the decision concerning the 1113§a1ilat5011 of oil refineries—
and also the assistance of various ad hoc commissions.

135. In UDEAC practice, the Committeeﬂof Experts always mects
just prior to meetings of the Committee and Council. it (?;:votes several
days to the preparation of the agenda qnd a sc_arch for satisfactory solut:or;]s.
A feature of this [ormulation stage is the important part played by the
Secretary-General and his services as well as by the national experts.

(iil) The decision-making stage . |
i36. The proposals and other matters ¢ which the experts give their
approval are simply endersed by the Committee ot Counm‘i while thO‘Sf’f on
which there was not agreement arc referred to those bocftcs .for decision.
During this formulation process, the Secr_egary—Gencral s views are not
always accepted by the experts. Thus_, a decision put forwa_rd py the Sectrgln
tary-General may be rejected, in wh‘xc'h case he can refer it d:rectlyhto hc
Management Committee for its opinion. It sometimes happens t §t the
experts themselves are divided on a project or opinion .spbml_tted y the;
Secretary-General. In these circumstances, the cha:}ces of it belpg broug
before the Committee are increased. 1f the Committee then fails to agree
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on the question, it may go round the circuit once again in the hope of a
compromise, or be shelved, or be submitted to the Council. At all levels,
the principle of unanimity is applied in reaching a decision. According to a
well-known administrative practice, the problems which have been solved
by unanimous decision of the experts are entered in list A, while the others
appear in list B. Those in list A are merely endorsed formally by the Com-
mittee and thus end up either as acts and decisions of the Comumittee, or as
proposals transmitted to the Council for decision. As for the items in list B,
either the Ministers reach agreement on them, in which case they are
treated in the same way as the list A items, or they still fail to agree, and the
issues are submitted to the Council for settlement, 1t should be noted that,
in addition to this normal decision-making process, there is another one:
an act or decision can be taken ad hoc and unanimously by the Council or
the Committee.”™ Between meetings, decisions can be taken by direct
consultation of the parties concerned. The question being considered by the
Secretary-General is communicated to the member States, which have two
weeks in which to submit their opinion. If all four of them agree, the de-
cision is taken. If there is disagreement, the Secretary-General submits the

question, with a summary of the opinions, to the next session of the Council
or Cominittee ™

(iv) The implementation stage

137. At the implementation stage, control is exercised by the General
Secretariat, particularly in matters relating to the Customs Union. Examples
of this are the checking against documents of the Customs declarations
which arc delivered to the Secretariat and the replies given to the questions
addressed to it concerning the manner of implementation. If there is any
difference of interpretation, the General Secretariat may impose its view
by delegation of authority : it makes a tariff classification which constitutes
a temporary decision for subsequent endorsement by the Management
Committee. Throughout this process, the General Secretariat maintaing
direct contact with the Customs authorities. The Customs Union is
UDEAC’s most successful venture. Moreover, in this field, the Secretary-
General is empowered to settle all questions involvin g the unity of Customs
legislation and matters relating to the movement of goods. The Secretary-
General can also take certain decisions to modify the lists of raw materials
destined to enterprises in respect of which application of the single tax
régime has been approved by the Management Committee 50

138. In the area of fiscal legislation, the General Secretariat follows
up the Union’s acts from the time of their publication and makes sure that
they are implemented by the Governments and administrations of the

"8 Ihid., para. 64, p. 12.

™ Yondo, ep. cit., p. 12, In principle, lack of reaction by a member State is inter-
preted as agreement. In practice, however, the Secretary-General always regards silence
as indicating disagreement, since upanimity is the best puarantee of implementation.

* UNCTAD, “Report of the Seminar...”, ap. ¢it., para. 65, p. 12, According to
the report, these are the only decisions which the Secretary-General may take.
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member countries. If an act is not applied in a manner cgnsonz;lnt gxth ltsi
conient, and a decree, for exampie,.chaxlggs its meaning, bl e 1 egerae
Secretariat coniacts the national administration responsible by te egtotns
and takes steps to secure review of the decree. In several cases, taef
have withdrawn or modified measures which ran counter to an ac 11od
the community (e.g. the payments for clearance, wh‘lch were ca;:(ie Qot
in Gabon). Another example of the same k:pd, is.prowd;:d by on-t ci:i;;se
inspections made by the General Secretariat’s inspection teams. e
inspections affect companies subject to the single tax. This is an unusu
instance of direct control organized by a regional institution.

. other important function of the Secretary-General concerns
the blsgge?gf the Gcrla)eral Secretariat. The Secretary-General Qreparesdti'tlg
budget and submits it fo the Management Committee for its views an °
the Council for adoption. He administers the budget and his signature :
required for all budget operations. He submits the annual operatin gb ac&co?:rs
for approval to the Council. Within the framework of the ;1 g«:i ny'
provisions, the Secretary-General is aflowed a certain freedom o ?c 0 r
he may authorize transfers between chapters within a budget sec mnt 0f
between headings within a budget chapter, up to a limit of 50 Eper cen 3-
the relevant appropriation. Such deqlsmns must be immediately _comnrtih
nicated to the President of the Council® As a result of these prows:ons,t 1 a{i
budget is more manageable and can be more readily adapted to practic

requirements.

(¢) Common instruments and their scope

(i) Instruments

140. In UDEAC, the Council of Heads pf State and the Mana_gchment
Committee take decisions in the form of instruments {acts) whic [are
binding and which have the force of law in the member States (1)nefc e:;
day after receipt of the Journal officiel of the Union in the cfapia do 'ea:on
State (arts. 10 and 18). In the case of the emergency pr.ocedmgét g ecim :
becomes effective three full days after the arrival of its text”® The tac i f
the Council relate, as a rule, to general issues tha’g ar; very importan ?;
the Union, such as the reduction of Customs duties.® The Managqm&ig
Committee may take certain general decisions, as well as some partlc‘;iu i
ones. Under article 40 of the Treaty (safeguard _clauses) it may ;1 é)_p
measures, make recommendations and express desires. These tw% o 1els
may also give directives, instructions and mandates to the Secretary- fenera;l -
On specific matters, the Secretary-General may also take decisions o ai'n?tl
political nature, which are binding on those to whom they alrlc exp nt:x. ¥
addressed. As a rule, community acts have 1mmed1§te effect in the coun %es
of the Union and they may be addressed to enterprises as well as to member

4 UPEAC, Act No. 2/65. '
82 [JNCTAD, “Report of the Seminar...”, op. cit., para. 66, p. 12.
s UJDEAC, Journal officiel, fifth year, I Getober 1970, No. 2.
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States. (Only in exceptional cases are conventions—such as those on
double taxation and mutual assistance in fiscal matters—subject to
ratification.)

(i) Direct control

141. These direct effects are accompanied by direct controls. In
addition to the control of implementation mentioned earlier, there is an
original example of an organized inspection at the community level. To
reduce evasion and fraud, and to assist administrations which have no
specialized tax surveyor at their disposal, UDEAC has set up an inter-State
auditing team.® Under this act, enterprises subject to the single-tax régime,
or operating in at least two States of the Union and taxed according to the
real-profit régime, are subject to inspection by the members of this team.
The latter operate throughout the Union, have access to the files kept
by the States for each tax-payer, and, in the performance of their functions,
have the same prerogatives as officials of the national tax administrations.
They work in close co-operation with the national officials. On completing
their inspection, the members of the team submit a report to their immediate
superior. This report is then forwarded to the Minister of Finance of the
State in which the enterprise under mvestigation is established. In all
matters relating to fines and penalties, the Fiscal Department of the General
Secretariat merely makes recommendations. If the fraud in question affects
a single member State, the national procedure is followed. If, however,

it affects more than one member State, the Management Committee
determines the penalties %

142, A similar system is applied in settling disputes in Customs mat-
ters. Iines are fixed by the courts or by the Management Committee. The
common code imposes on the judge certain strict rules making it mandatory
for him, if the offender refuses to pay the fine,% to inflict the full penalty.
‘This encourages the offender to make a settlement.

(i1} Appeals

143. Appeals may be made to three institutions of the Union, Im-
portant disputes or disputes which cannot be resolved are settled in the last
resort by the Council. In principle, when a member State brings a case
before the Management Committee or the Council, the Secretary-General
prepares the dossier with the help of the civil services of the member States,
The dossier is examined by the Committee of Experts before being sub-
mitted to the Management Committee for decision. If the Committee
fails to reach a unanimous decision, the dossier is submitted by the Secre-

# Management Committee, Act No. 98/66 of 10 June 1966,

¥ This auditing work is efficiently carried out and constitutes z substantial souroe
of income which is divided amonrg the member States according to the damage they
have suffered (from about 190 million CFA francs in 1967, it appears to have exceeded
530 millton in 1971).

¥ In the event of a refusal to pay a fine fixed by the Management Committee, it is
the Secretary-General who appeals to the courts.
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tary-General to the Council for final decision. If disagreement between
the applicant State and the other members persists, the former may with-
draw the case. UDEAC experience has shown that most disputes are
settled amicably,

144. In establishing direct obligations and benefits, the Union has
also provided a right of direct appeal, particularly in the case of approw_.fed
enterprises, which may address themselves to the General Secretariat,
Another example is the type of appeal open to enterprises under the con-
vention on investment in the States of the Union (see art. 42 of. the Treaty):
enterprises have a right of appeal against an act withdrawing approval
from them. According to the régime applied to the enterprise, the .appeal
is made cither to the administrative authoritics of the State in which the
enterprise is established or to the Committee and the Council.

() External relations

145. As a corollary to the establishment of a Customs Union, UDEAC
provides for joint negotiations with third countries. Thus, the powers of
the Council inciude that of deciding on tariff negotiations with third coun-
tries and on the application of the general tariff. The Cpuncﬁ’s rules also
provide that, when the Union is to be represented in bodies or conferences,
the Secretary-General of the Union shall to inform the Heads of State,‘who
convey their proposals to him, and he reports these proposals to the President
of the Council, who makes the appointments. In practice, it 18 either the
President of the Council or the Chairman of the Commuttee, or, more
usually, the Secretary-General, who represents the Union on such occastons.
However, when the question arose whether the Secret_ary-_Generz_zl should be
given the power to approach international organizations directly with
requests for technical assistance or other assistance of various kinds, §he
member States decided that the present level of integration of the Union
did not justify such a permanent delegation of powers. Nevertheless, the
Council of Heads of State delegates powers to the Secretary-General, on
a case-by-case basis, for the execution of missions of that nature8? Thus,
the recent request to UNDP by the Sccretary-General was endorsed and
supported by the member States. Like the other groupings, UDEAC, of
course, maintains close relations with ECA, UNDP and UNCTAD, as
well as with the European Development Fund (EDF) of EEC#

# Yondo, op. cit., p. 11.
8 The States members of UDEAC are associated with EEC,
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C. Central American Common Market

1. INSTITUTIONS AND AGENTS 3

(a} Main institutions

(i) The Central American Economic Council

146. The Central American Economic Council, an organ of CACM,
is composed of the Ministers of Economic affairs of the member countries.
Meetings of other ministers have sometimes been held, such as meetings of
the Ministers of Finance, Labour, Agriculture and Transport. The pre-
dominance of Ministers of Economic Affairs is certainly one way of ensuring
the participation of the main responsible officials, but it can place too strict
a limitation on the number of participants, In the present crisis within
CACM, the Ministers of Foreign Affairs have to act, since the matter is
ne longer the exclusive responsibility of the Ministers of Economic Affairs.
In principle, the ministerial meetings take place every three months, and
fast from three days to a week. Between 20 and 30 people attend them,
including deputy ministers and integration directors, ministerial assistants
and advisers, representatives of the central banks and high officials, most of
whom are members of the Executive Council. Members of the secretariat
and representatives of other international or regional organizations also
take part in the meetings. An unusual feature of the Council of CACM is
the fact that the delegations include representatives of the private sector
and of employers’ professional federations (the delegation of Honduras,
however, traditionally includes representatives of the trades unions).
These representatives attend only in an advisory capacity, but their influence
more than counterbalances the limitation thus imposed.®

147. Although the consultation of private interests was regarded as a
positive factor, their presence is no longer regarded as desirable at the
time of decision-faking. The Normalization Commission continues to
hear the private sectors but excludes them from attendance at discussions
which are to lead to decisions.? The decisions of the Economic Council are
taken unanimously.

(i) The Executive Council

148, Under the Economic Council comes the Executive Council,
whose role is in principle more technical. It is composed of the vice-ministers
of Economic Affairs ® and the directors or deputy directors of the integra-
tion offices. Between 30 and 40 persons take part in these meetings, includ-

B See F. Villagran Kramer, Inregracidn econdmica centroamericana. Aspectos
saciales y politicos (Guatemala, University of San Carlos de Guatemala).

" Sidjanski, Dimensiones institucionales. .., ap. cit., pp. 104-105.
1 UNCTAD, “Report of the Seminar...”, op. cit., para. 16, p. 3.

9 The attendance of the Vice-Ministers was recommended to the Governments
by the Central American Economic Council at its ninth meeting.
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ing rcgular members, alternate members, assistants and advisors, repre-
sentatives of SIECA and representatives of Central American, Latin
American and international bodies. These meetings, which last from 8
to 10 days, are held about 10 times a year. In practice, the Executive Council
holds its meetings at two levels, that of the regular representatives and that
of the alternate representatives. Participation by the private sectors takes
the same form and presents the same problems as in the Economic Council.
Unlike the Economic Council, the Executive Council may take decisions by
majority vote. Generally speaking, it is an intergovernmental filter for
proposals emanating from the various members, or from SIECA, and it
prepares the decisions of the Economic Council.

149. in order to ensure the functioning of CACM following the [969
crisis, which caused the work of the two Councils to be suspended, the
following meetings were held between June 1971 and July 1972: (@) eight
meetings of the Ministers of Economic Affairs, three in the absence of
Honduras, one in the absence of El Salvador, and four meetings at which the
five Ministers were present, including a joint meeting with the Central
American Monetary Council ; as well as a series of bilateral meetings between
Honduras, on the one hand, and Guatemala, Nicaragua and Costa Rica
on the other; (b) 13 meetings of the Normalization,? including one special
meeting and one meeting of the members of the Normalization Commission
appointed by the Presidents; (¢) eight meetings of the working party of
vice-ministesrs members of the Normalization Commission; and (d) two
meetings of the sub-working party of economic integration directors and
one meeting of the technical group of the Normaiization Commission.®

150. The task of the Normalization Commission is not only to ensure
the resumption of CACM’s normai activities but also to reform and im-
prove its institutions. With that in mind, the Normalization Commission
instructed the presidential representatives to prepare, in co-operation with
SIECA, proposals for improvement of the institutional structures of CACM.
At their cleventh meeting at SIECA headquarters (24-26 July 1972), the
ministeriat membets of the Commission took note of the recomniendations
of the presidential representatives (who had met at SIECA headquarters
on 13, 14 and 15 December 1971} that the Executive Council should become
a standing organ and should function at SIECA headquarters. The Executive
Council would be composed of persons appointed by the respective Govern-
ments for a minimum period of three years, who would have the status
of regional civil servants and the duties specified in the Treaty establishing

9 The Normalization Commission, established in June 971, temporarily replaces
the Central American Economic Council and the Executive Council. It is composed of
iwo members from cach country, the Minister of Feonomic Affairs and an cminent
person appointed by the Head of State. Honduras, however, is not taking part in the
in the Commission’s work, Besides taking over the normal functions of the two Councils
the Commission has to find solutions to the problems caused by the 1969 crisis and carry
out a reform of CACM’s institutions.

81 See SIECA, Carta informativa (Guatemala}, No. 127 (May £972), pp. 21-22, and
No. 130 (August 1972, pp. 1-3.
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S(_I(?Ci\./l,l as u‘mlE as the additional responsibilitics proposed by the pre-

: 1[1 tgn;q representatives. That proposal alene, in view of the fact that its
ent 1s o convert an intergovernmental executive institution into a

CO}“]“UE“{)‘ OI]C, 15 4 SLibStailtia] ”np] VEINERN 1 the t:X!S!]Ilg Eltl]ili)ilal
LIS

(itl) The Permanent Secretariat

151. SIECA is directed by a Secretary-Genera i
vacant owing to the resignation of Mr. Cgstiilo as la(?ésgﬁ S(ffn ihtchgoﬁ?;t .
market crisis) and two Assistant Secretaries-General. The Secretariat is gﬁ
important permanent and dynamic nucleus. Between 1966 and June 1971
the staff mc_reased from 74 persons to 181, The number of technical ex Jert’
and professional staff is estimated at from 50 to 55 persons. These ﬁlmr :
do not include the five professional staff members of the Cer;tral Ameél)'ic; X
Programmq for the Promotion of Exports (PROMECA) or the five oélle:;
who wo_rk in the CACM offices, in Central America and in EBurope. N
do they include several experts from FAQ, the ECLA Programme anpd bA%r
Despite the changes that have taken place in the stafl, there is a permane t
_nucleus of persons whp, to all intents and purposes: are makingﬁ carzi;r
in SIECA. Some continuity is thus ensured, concurrently with a certain
amount of_ coming and going between SIECA, the national administrations
and the private sector. In general, it may be noted that STECA has a qualified
staff capable of performing promotional, study and preparation functions
as well as executive and supervisory functions relating to the operation ol’?
CACM. A brief glance at the organizational chart and distribution of staff
_shows ;hat some departments, and in particular the planning unit, th
mdustngi@evelopment unit and the agricultural scction, are too s,maiie
The activities concerned have been insufficiently deve]oi‘:ed for lack of.
resources. In tl?e last six years, SIECA’s budget, which is main] ﬁ;lan d
by equal contributions from the five member States, was as fO]E)(()WS' *

1966: $410,000, or $80,000 per member State

[967: $510,000, or $100,000 per member State
1968: 3610,000, or $120,000 per member State
1969 : 765,000, or $150,000 per member State
1970: 825,000, or $150,000 per member State
1971 : 8908,000, or $180,000 per member State

The amount by which the budget exceed ibuti i
by s contribut §
sale of publications and obsole?e equipment. | 1ons is covered by the

® General Treaty on Ceniral Americ i i
1 an Economic Integrat ishi
g;nirgegoi\}gnen%an Common.Market_, signed at Managua, Nicgaraégg egsbilghggcgr};?
. For the text see United Nations, Treaty Series, vol. 455 (1963): No. 6543, p. 68

¥ SIECA, Carra informativa (Guaternala), No. 130 (August 1972), pp. 3-4
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(b) Advisory bodies and specialized organs

(i) Advisory bodies - - o ‘ |
152, There are two main kinds of adws.or.y bodies WIthu} CACMI-;
on the one hand, permanent bodies or commissions anc} committees sucf
as those set up in the agricultural sector, the joint meeting of directors 1(1)
lanning bodies, the Technical Telecommunications Commission, tte
I()Zommissicm of Central American Port _Authonpes {COCAAP), ¢ ‘1:
Their membership gives these bodies conslderqbie influence, an example
being the Co-ordinating Committee on Marketmg and Agncuiturz_tl Pncg
Stabilization. After two meetings of the directors (l))f ce;rge;z{; t?aréetmgif:; 1
ice stabilizati izations {August and October ¢ Committs
price stabilization organizations (. 2 O s mmeotivgs of it
resumed its work at its meeting in Novem . .
i o 3 OCAAP held a constituent
al group were held early in 1972. C ' n
:flf:g;i;fg ingMafch 1972 at which seven working pargegsi3 c;ampgzg?_ of etxpct:;:z
i i C ished.®® In addition to
wational port undertakings were estabh‘s :
f)rf%gai represen?attves, representatives Of. the shippers (wusuarios) and of ’?ﬁe
Central American Shipowners Association (ACAMAR]) took part in the
meeting. ‘ . ;
153. The second type of body consists of y«orkmg parties of ad hoc
mcctinm; which provide opportunities for consultfmg, te‘cllnuczarésl gréi exgﬁt;:ts
ing i i implementation of decisions.
during the preparation or 1mp : decision p olte
i ; . y may also take
venes such bodics when it is preparing projects hey '
;?:cc at 1he fevel of the Executive Council during the consideration of the
projects.®® |
154. Thirdly, there arc the conferences which SIECA can con;fet;]]e
and at v;fhich both governmental representatives amiléx repfesentgt;;es gcong
i ; partici “or example, SIECA convened the s
sector involved may participate, For example, i _ .
‘ i i C s of which (Guate
al American Textile Conference, the two session :
1(1:1(:1?: 2 and 3 December 1971 and 20 and 21 April 1972) were attendted Ey
the i,ntegrat'sozz directors, assisted by varsox};}s %ov_emlmﬁma;rzgple;g,iwt}é
i se
sentatives of the Central American Tec nological Re t
ggfriiféltlstry (ICAITI} and the Central American Bgnk fo.r Economli(;
Integration (CABEI),'and by representatives of t}}e industrial scg}%r(.: N
At the meeting to assess the shipping programme which wa‘s hfeld at EcA
headguarters from 11 to 13 July 1972, the group of experts ;gm reg nal
organizations—inctuding COCAAP, ACA;&MAR a;li-clim;(]l:}e ; ;llzagte':i;shed
ended to SIECA that a shipping civision C : ablish
\?\;?mn the Secretariat. That division would be responmblp for the shlpptlpg,;
rozramme in Central America: it would help to co-ordmgte the activitie
Io)f EOCAAP, ACAMAR and the shippers and would maintain close co-
operation with UNCTAD and ECLA.

9 Ihid., No. 122 (December 19713, pp. 2-3.

% Ibid., No. 126 (April 1972), pp. 10-11. .

w Sidjanski, Dimensiones institucionales..., op. cit., pp. 116 and 129 s
w0 SIECA, Carta informativa (Guatemala), No. 122 {December 19713, pp. 4-5.
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I35. In general, SIECA can, if it deems fit, invite to these three types

of meetings experts from the private sector and from specialized, regional
or international organizations.

(i) Specialized organs

I56. Some of the specialized organs may be regarded as official
autonomous institutions for regional integration: these are the Monetary
Council, CABEI, and the Clearing House. The Monetary Council, which
consists of the presidents of the five central banks has set up a number
of advisory or action committees and has its own executive secretariat,
Throughout the crisis, the Monetary Council has continued its work, as
have the other spectalized and autonomous organs. It held a joint meeting
with the Ministers of Economic Affairs on 6 and 7 July 1971, It even
arranged for the signing of an agreement on the Central American Monetary
Stabilization Fund, adopted in October 1969, which will be submitted to the
member countries for ratification.

157. CABEI has two main organs: the Board of Governors, consisting
of the ministers of economic affairs and the presidents of the central banks
of the Central American countries, and a Board of Directors of five mem-
bers, whose chairman is also President of the Bank., Originally, the five
directors were to have acted as heads of department in the bank. In practice,
they do not seem to have actually assumed these duties. CABEI has con.
siderable assets, including an authorized capital of 60 million Central
American pesos, 40 million of which were subscribed in equal shares by the
five member countries. In addition, its present resources amount to 318.8 mil-
lion pesos, including 39.5 million of its own capital and 279.3 million of
funds from external sources’® The Board of Governors of CABEI last
convened on [9 and 20 June 1970, Since then, the governors have not met,
but the Board of Directors has continued to meet regufarly and to discharge
all its duties. By the end of 1971, CABEI had carried out 402 loan operations
amounting to 284 million Central American pesos, divided as follows:
270 loans for a total amount of 95 million through the Ordinary Fund;
106 credits representing 165 million through the Central American Economic
Integration Fund for the financing of infrastructural projects designed to
strengthen the infegration process: and 26 loans totalling about 24 million
which were granted by the Housing Finance Fund 30

138, In addition to these two specialized integration agencies, there
are several other specialized autonomous organs such as ICAP, ICAITI,
the Central American Air Services Corporation {COCESNA), ctc. All of
these have been operating normally since the [969 crisis. (For example,
the fourteenth meeting of the ICAITI Board of Directors was held on
25 August 1970.) These organs co-operate with SIECA. ICATTT has carried
out studies for SIECA and gives technical advice on the projects which

'@ In Central American pesos, the Agency for International Development (AID):
142.5 miilion; IDB: 61.3 million; European credits: 27.6 miilion; commerciat banks
in the United States of America: 30.5 million; Mexice: 6 million.

102 SIECA, Carta informativa (Guatemala), No, 129 (July 1972), pp. 13-14.
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SIECA has to study for the Executive Council. This co-operation is facili-
tated by the personal relations which exist between the directors of some of
these institutions. For example, the governors of CABE! arc the ministers

who are also members of the Central American Economic Counci of
CACM,

(¢) Co-ordination at the national level
and professional organizations

(i) Co-ordination

i59. Co-ordination at the national level is ensured by the Vice-
Ministers of Economic Affairs responsible for integration matters, as in
Guatemala, or by the directors of the office of integration, as in Costa
Rica. Officials concerned in one way Or another with integration matiers
meet at the Ministry of Economic Affairs and/or at the Ministry of Foreign
Affairs. In addition, their directors and responsible staff are also members
of the Executive Council, and take part, with the ministers, in the meetings
of the Central American Economic Council, As integration concerns only
a few officials (specialists or technical experts), therc are no serious problems
of co-ordination at the national level.

(i) Professional organizations

160. A few broad sectors are covered by about a dozen of these
associations. They include the Federation of Industrial Chambers of
Commerce of Central America (FECAICA), the Federation of Central
American Chambers of Commerce (FECAMCQ), the Federation of
Central American Private-Sector Enterprises (FEDEPRICA) and organiza-
tions concerned with sectors such as textiles, sugar, livestock and cotton.
Some new associations have also been established: the Federation of
Journalists, the Advertising Agencies of Central America and Panama,
the Land Transport Organization, Usuarios, ACAMAR % and the Federa-~
tion of Central American Development Institutions (FEICADE). Until
quite recently, workers had some difficulty in setting up a regional structure.
There is now a Confederation of Central American Workers (CTCA).

161. The two central employers’ organizations (FECAICA and
FECAMCO) play an important role in the intergovernmental institutions
of CACM. Through their representatives, they take part in the meetings
of the Central American Economic Council and the Executive Council,
and in some of the work of the commissions and committees. Quite recently
in the current crisis, moreover, these organizations spoke in favour of main-
taining CACM and suggested to the Normalization Commission that they
should be given direct access to it so that they could take part in the settle-
ment of the crisis.

13 ACAMAR, set up in 1970, held its fourth meeting in early 1972 at which it
approved seven resolutions, several of which were addressed to govermments, Central
American institutions (SIECA, CARBEI) and to international organizations (ECLA,
UNCTAD). (SIECA, Carta informativa (Guatemala), No. 124 (February 1972}, pp. £7-19.)
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162. The Normealization Commission has deci

organizations without associating them with iti; w?;g?dHf)?;v;vgsutllgeﬂ;ese
re§eqtat5ves O:f ‘t]?e major employer’s associations take part in ’the Co?gz
mission’s activities indirectly through their presidents’ representatives
gome_of _whom move in these circles. Nevertheless, some see an advanta E;
in this situation because, compared with the ministers and other ofﬁcigal
pa:itlclpants, these representatives enjoy a large measure of independence
an .frecdom. At the request of the Normalization Commission (sixth
meeting, 19'and 20 November 1971} the representatives of the presidents
prepared, with the co-operation of SIECA, a report recommending various
improvements in the institutional aspects and the trade and industrial polic

of CACM (meeting held at SIECA headquarters, 13-15 December 1971{

2. THE DECISION-MAKING PROCESS

{a) Distribution of powers

16_3. The Cemrq! " American Economic Council directs integration
co-ordt_nates economic policies and takes decisions on problems which thé
Executive CounC{l‘has been unable to solve. In practice, the Economic
Council takes decisions on the many problems which are fre’quently referred
to it by the Executive Council and SIECA. It decides, for example, on
amendments to existing protocols or adopts new protoco’ls. It therefore’ has
con_mdera_b!e powers, since it rules on every important matter, takes the
basic dec:smns. and settles disputes which the Executive Counci’l had been
:]]?eagli:eégogezf;' Thed_Ecopcnnic Council has general responsibility for

co-ordinat iviti i ibili
e e o integi‘;c)i]:') I(})-f activities and has primary responsibility

164. The Executive Council has a central function of a much more
technical nature, which consists in preparing resolutions for the Economic
Council, in addition to exercising its own powers. All decisions of the
Economic Cou:}cﬂ are prepared by the Executive Council and SIECA
the former serving as a kind of channel and filter between the Permanent
Secrﬁtanat.and the Economic Council. In addition to this filtering role
the Executive Council has powers of Initiative and proposal; it may fox"
instance, prepare and negotiate new conventions or amend;nents tc; the
basic rules and is empowered to take all sorts of initiatives on its own,

Consequently, the Executive Counci ivi
( : cil could bec
e, ome a driving force for

165. The Executive Council may, in the course of its work, be required
to make pol:tlpai choices. However, if it considers that it ne’eds political
instructions \x_fit_h respect to certain matters, it can always approach the
Cou_ncﬂ of Ministers. 1t also has certain other powers of its own: it verifies
the 1mp}ementat10n of the Treaty and of other instruments such a;s the Pro-
tocols, interprets the common rules, takes any measures necessary to ensure
the proper f_unctxonmg of CACM and does preparatory work with a view
to the establishment of the economic union, as well as performing any tasks
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assigned to it by the Council of Ministers. As part of its superv;)sory dut:tr:rs,
the Executive Council may, for example, authorize a memhcr 091.1:] 0);
to suspend the application of a general standard relating to t ed?r{gl o
goods, or may take decisions on matters such as the free Elra Ff n f‘ve
between Guatemala and El Salvador {October 1966). Thp§, the Execu ‘ld
Council is empowered to adopt measures and take de_c1.510nsdon a l\;«lnz
range of subjects including, for instance, questions of origin, an I%ucs'liobe
relating to Customs exemptions gnd unfau: business pra_ctlggs. ‘ WIwers
noted, therefore, that the Executive Council has some signi mafn hp% s
which it has not always exercised to the full. The potential role of t ed ;gec
ative Council has nevertheless been confirmed by the recomlpeg a 10!1i
addressed to the Governments by the Central American Eccm}am:c{:ﬁ our;‘(\::e
at its ninth meeting, inviting them to be represented on the xtqcu lof
Council by Vice-Ministers. All the Governments, with the ei(oiep ion
that of Costa Rica, have complied with this recommendation.

166. The functions of SIECA, on the gther hand, are admnmsﬁratws
and technical. It supervises the implementation of 1'esolutiop?, trheat_lestanc‘
instruments, prepares projects and s?udies in accprdance with tﬂ(j,l ins ruer
tions of the Councils and takes certain measures itsell to ensfure ¢ pF;I;“
functioning of the integration process. It is also respgns;ble ofr tohrgat:ﬁm:,;
preparing and servicing meetings of the two Councils an(i of te vret ous
working parties and commissions'. A.lthough SIECA may‘[a SIO interp et th
Treaty, this is mainly the responsibility of the two Councils. In (;nany 2 of
the Councils’ decisions are based on the studies, opinions an repo;r of
SIECA.105 Experience has shown that SIECA is very effectwe_astzlil} ﬁgld
responsible for making recommendations for action. Even in tnsf eld,
however, the Treaty imposes narrow limits upon 1t and obllge;:‘ it to koif v
a lengthy process of special protocols before it can undertake wc};)r.rt 2
new field. The chief weakness of S.EECA, however, lies 11515 its maSII Il1 gA,
ensure that joint decisions are applied and Lm'plemented. Thus lvedg?
role varies according to the matter dealt with and the .stage:'mvobut it.r,
it is considerable in the technical field and at the formulatfol? stt:igcl,, it
is weaker at the implementation stage owing to the lack of clear-

functions.

(b) The decision-making process

167. In CACM, instruments (acts) emanate from Goverr}ments and
the Councils, and also from the initiatives of SIECA and _th.e‘pr}vate Ss;:;té);
The process of preparation is begun on the basis of these 1m't1atn;:sal CA
plays a central role at this stage, in co-operation wth vano;f otlles1 .
experts. For example, there is close collaboration with ICAITI particularly

104 SIECA, Los drganos del Tratade general de integracion econdmica centro-
¥
americana (Guatemala, 1968), p. 25. o )
195 For example, the SIECA report requesting frec t!‘ade in rice, which was accepted
hy the Executive Council and put into effect by Costa Rica.
108 JNCTAD, “Report of the Seminar...”, op. cif., paras. 46 and 48, p. 9
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as regards industrial development and the régime to be applied to integra-
tion industries. It is at this stage that the various advisory commissions
play their part. SIECA also calls upon independent experts and experts
from universities. The Exccutive Council refers the proposals for considera-
tion by specialized commissions consisting of technical experts from
national administrations, by working parties or by the alternate repre-
sentatives, who may hold meetings as required. At this stage, the Executive
Council may hold consultations with representatives of the private sectors,
who may even be members of official bodies. Some decisions may be taken
by the Executive Council itself, by a majority vote, while other questions
and proposals are submitted to the Economic Council, In principle, if
there is agreement in the Executive Council, the draft resolutions are
endorsed by the Economic Council. Disputes at the Executive Council
level and important matters are settled by the Economic Council.

168. The process does not end, however, with a decision by the Council
of Ministers. Unlike other experiments in intcgration, CACM shows traces
of a previous phase in the form of protocols which must be ratified by the
national legislative assemblies. Similarly, the Economic Council may not
modify Customs tariffs without the approval of the assemblies, and this
explains why the process of Central American integration is so slow and
difficult. The ratification of protocols by national parliaments, some of
which are too dependent on the Governments, slows down whole process,
especially since all important decisions, including those establishing pro-
tocols, are taken unanimously.

(c) Common instruments and the settlement of disputes

(i) Instruments

169. Within CACM, the common instruments (acts) of the Economic
Council and the Exccutive Council usually take the form of resolutions and
recommendations. The resofutions of the Council of Ministers contain
directives and instructions to the community organs, or conventions and
protocols, or decisions addressed to the member countries. These decisions,
whether of the Economic Council or of the Executive Council, are usually
enforceable, In certain cases, the Executive Council may issue general rufes
which are binding on ali the member States. The protocols are the most
important instruments, and they are therefore subject to ratification by the
national parliaments. Although most frequently addressed to the member
States, some acts may directly concern individuals. Such is the case when,
in connexion with the régime for integration industries, the Executive
Council fixes the level of prices within the Common Market for the products
of an integration industry. Within this system SIECA does not itself have
the power effectively to supervise the implementation of decisions, but it
may express opinions, give advice or make recommendations. Furthermore,
the penalties laid down to ensure application of the common standards and
obligations are exceptional. In the case of the régime for integration in-
dustrics, for example, the Exccutive Council may authorize import of the
products manufactured by an integrated industry which does not fulfil
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the obiigations imposed under the régime. If a member country does not
implement the decisions of the Executive Council or the Economic Council,
the other member countrics may ultimately resort to various kinds of
reprisal.

(ii) Settlement of disputes

170. The two Councils successively adopted a set of rules of procedure
for the settfement of disputes (March 1968).197 The rules provide that the
procedures to be applied for the settlement of disputes are firstly direct
negotiations between the parties, then recourse in the first instance to the
Executive Council, and in the second instance to the Economic Council and,
lastly, recourse to the arbitral tribunal provided for in the Treaty. Up to
the present, only the first procedure, that of direct negotiations between the
parties, has been feasible, because the two Councils have not held any
meetings since the 1969 crisis.

(iiiy Relations with the Organization of Central American States

171. Upder the Charter of the Organization of Central American
States (OCAS), the Economic Council, the principal Central American
economic integration body, has to submit an annual report on its activities
to the Executive Council of OCAS, which brings the report to the attention
of the Conference of Ministers of Foreign Affairs (arts. 17 and 18). Despite
these structural ties, the development of these two organizations has been
paraflel, and they have co-operated only sporadically, at times when there
was no tivalry or strain between them. QCAS differs from CACM in that
it is a more flexible organization with broad policy objectives. It was
established in 1951, but was modified in 1962 to make it better adapted to
the problems of the region. Its main institutions are the following: the
Meeting of Heads of State, the Conference of Ministers of Foreign Affairs,
the Executive Council at the ambassadorial level, and the Secretariat.
These organs co-ordinate the activities of eight councils {Legislative Council,
Labour and Social Welfare Council, Public Health Council, Tourism
Council, Cultural and Educational Council, Defence Council, Infrastructure
Council and Agricultural Council), and a Court of Justice. Except for the
Legislative Council, which is composed of three representatives from each
national congress, the councils are composed of the competent ministers.
Not withstanding the existence of these institutions, OCAS has achieved
only limited results because of its cumbersome intergovernmental pro-
cedures and its lack of real power with binding force on member States.
The meetings of Heads of State and Ministers of Foreign Affairs have
sometimes given tise to discussions of integration problems, as, for example,
at the beginning of the 1969 crisis.

w7 Sidianski, Dimensiones institucionales.. ., op. cit., pp. 104-105, 107, 117-118 and
121. See also SIECA, La evolucion y el estado actual del Mercado Comun y sus posibilidades
de funcionamiento a corto plazo (The development and present situation of the Common
Market and its short-term operating possibilities) (71/V/20/¥-I), vol. I, pp. 253-26.
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(d) Exrernal relations

172, Under resolution 44 (CEC) entitled “Institutional organization
of Central American Trade Policy”, the Economic Council co-ordinates
and formuiatgs trade policy with the help of the Executive Council and
SIECA, especially as regards technical studies. In this field, the initiative
may come from‘ SIECA or from Governments. A common trade policy has
chome mcreasingly necessary as CACM develops into a Customs union
with a common external tariff. Export promotion has also encouraged a
certatn amount of co-operation. For example, joint action has developed
in the field of sugar exports, where close collaboration between the Federa-
tion of Sugar Producers, the Governments and SIECA has been established.
This collaboration was made possible by the numerous contacts between
SIE_CA and Governments and producers, and between Governments and
their domestic producers. Joint meetings were then held, which have
led to the elaboration of a common position.

173. PROMECA will play an important role in the promotion of
exports from the countries members of CACM. On its proposal, a meeting
of directors of national export promotion bodies took place in November
1971, To co-ordinate the national programmes, it was decided infer alia
to hold annual meetings of the directors, to request PROMECA to submit
proposals for the establishment of permanent machinery to co-ordinate the
work of the common programume and the national organizations, and to
support the CABEIL project for the establishment of a Central American
Fund for the financing and promotion of exports of products which do not
for_m part of the traditional export trade.!® CACM has also sought to apply
a similar system in its contacts with third countries, including Panama and
Mexwo: In these preliminary contacts, SIECA played a role, particularly
in {elations with Panama, but the exploratory contacts with Mexico were
maxnly‘bi!ateral, despite the existence of the Joint Mexican-Central American
Commission. However, in ifs relations with international organizations
such as CECLA, the Special Consultation and Negotiating Committee
{(CECON), and United Nations agencies such as UNCTAD and ECLA,
CACM generally presents a united front. At meetings of these organisations
-—-and this was particularly true of the third session of the United Nations
Confe.rence on Trade and Development, at Santiago in 1972—a repre-
sentative took the floor as the spokesman for Central America. In this
process, the role of SIECA is important, as is shown by the activities of its
representative at Geneva. Lastly, it should be pointed out that, although
most of the treaties are concluded between member States, they include
community clauses. Despite the existence of several instruments for co-
ordination in the field of external relations, a concerted trade policy is
still lJacking in CACM.

™ SIECA, Carta informativa (Guatemala), No. 121 (November 1971), pp. 15-18,
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D. Andean Group
1. INSTITUTIONS AND AGENTS

(a} Main institutions

74, The Andean Group has no formal institution in which ministers
meet, but regular meetings have been held since its establishment: three
meetings of ministers of foreign affairs, three meetings of ministers of
economic affairs and industry, three meetings of ministers of education,
within the framework of the “Andrés Bello” Agreement,'® and one meeting
of ministers of health. These ministers considered matters connected with
integration and issued certain directives. In this way, without forming part
of the institutional system of the Andean Group, the meetings of ministers
can approve certain activities, supplement them and give a new impetus
or direction to integration. For example, at their third meeting, held at
Lima from 19 to 21 June 1972, the Ministers of Foreign Affairs of the
countries members of the Treaty (Cartagena Agreement 19, with the active
participation of the co-ordinator of the Board, carried out an appraisal
of the integration process and defined common attitudes towards the
outside world. They decided to meet at Lima every year in the month of
June. Henceforth, therefore, their meetings will take place at regular
intervals .ttt

175, The Cartagena Agreement provides for two main organs: the
Commission and the Board (Junta).

(i) The Commission

176. The Commission, the main intergovernmental organ, is composed
of principal representatives and alternates, i.e,, two persons from each
member country. In practice, those present at the meetings are far more
numerous, and between 25 and 50 persons may take part. For example,
the session held at Lima from 12 to 17 July 1971 was attended by 49 advisers

1% The “Andrés Bello” Agreement was signed on 31 January 1970 by the counlrics
members of the Andean Group and by Venczuela, With the object of accelerating the
over-all development of its members, the Agreement aims to promote a better knowledge
of the common culturai heritage and of particular cultural features of the mernber
countries, to encourage effective defence of cultural and moraf values and to unite efforts
in the field of education, particularly with regard to science and technology. The
institutions of the Agreement are the Meeting of Ministers of Education, the Board—an
auxiliairy technical organ—consisting of educational planning chiefs, and a permanent
executive secretariat at Bogotd, the establishment of which was decided upon by the
Thinisters at their third meeting, held from 27 to 30 March [972. (See Andean Group,
Carta informativa oficial de la Junta del Acuerdo de Cartagena (Lima), No, 11 {March
1972, p. 2; and J. ). Caldera, Estudio sobre of Pacto andine (Caracas, Cordiplan, 1971},
annex, pp. 107-117.)

10 Apreement on Subregional Integration, signed in November 1969 at Cartagena
{Colombia), between Bolivia, Chile, Colombia, Ecuador and Peru, (See Acuerdo de
Integracion Subregional (Washington, D.C., IDB, 1969).)

W Andean Group, Carta informativa oficial. .., op. cit., Supplement No, 12 (June
1972), “Third mesting of Ministers of Foreign Affairs”.
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besides the representatives: of these advisers: 3 from Bolivia, 3 from
Colon}bia, 11 from Chile, 9 from Ecuador and 23 from Peru. The repre-
sentatives of the States in the Commission are, in principle, the depart-
mental heads and senior officials responsible for integration at the national
Ievel._ T'hey are accompanied by officials and advisers who regularly take
part in integration work in the member countries, According to the Treaty,
the Commission meets three times a year in regular session, and in special
sessions when convened by the President at the request of a member
country or of the Board,

177, Since its first session in November 1969, the Commission has heid
nine mgqfar sessions and six special sessions up to August 1972, cach ses-
sion lasting from 5 to 10 days. The special sessions have become very
important as a result both of their frequency and of the decisions adopted
at t_hem (e.g. the rules of the Economic and Social Committee, the common
régime for foreign capital, the establishment of the councils, the minimum
common external tariff, the rules of competition and the single régime for
multinational enterprises).

- 178 A basit_: characteristic of the Commission is its voting procedure:
in accordar_lcc; with the general rule laid down in article 11 of the Treaty,
the Commission adopts its decisions by a two-thirds majority,

I79. This general rule admits of some important exceptions for which
unanimous agreement is required: in respect of the maiters listed in
annexes I and II to the Treaty, the Commission reaches its decisions by a
qualified two-thirds majority, on condition that no negative vote has been
cast by a member country, as is the LAFTA procedure, In respect of matters
!ISI{:C{ n annex II, however, when a negative vote has been cast the matter
is .rc.ferred back to the Board, which, within two to six months, must resub-
mit 1ts proposal to the Commission, The amended proposal can be approved
by two-thirds of the member countries, provided there is no negative vote
other than that of the country which previously opposed the proposal.
Lastly, in respect of certain matters listed in annex I1I, an affirmative vote
by one of the two smaller countries, Bolivia or Ecuador, is required. This
special procedure, which offers an additional guarantee to the least developed
countries of the Andean region, is in keeping with the aims and provisions
of the Treaty (chap. XII) which institutes preferential treatment in favour
of Bolivia and Ecuador. It should be pointed out that, so far, the members
of the Commission have in fact never voted., All decisions and measures
have been adopted by a consensus of all the members.

(ii) The Board

- 180 The Board (Junta) of the Cartagena Agreement is a new departure
In integration among the developing countries, As provided in the Treaty,
It 15 a principal organ, just like the Commission. Essentially a community
institution, it ensures collective control of the Andean Group’s common
organs and administration. Its members, who are three in number, must be
na'tiqnals of a Latin American country, They are appointed by the Com-
mission, by a unanimous vote, for a term of three vears. Under articles 13
and 14 of the Agreement, they may act only in the interest of the subregion
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as a whole and are collectively answerable to the Commisston. The Treaty
guarantees the independence of the Board.

181. The members of the Board must refrain from any activities
incompatible with the nature of their duties and may not exercise any
other professional office for the duration of their term as member of the
Board. In addition, they may not seek or receive instructions from any
Government or from any national or international entity. The three present
members of the Board work together harmoniously and effectively and are
complementary to one another: the Ecuadorian is an economist, the Colorn-
bian a lawyer {and politician) and the Chilean is an engineer. All three are
persons of very high calibre. Each year, as in the case of the Swiss Federal
Council, one of the three assumes the presidency or the office of co-ordinator.
The collegiate nature and organic aspect of the Board are emphasized
by the need for unanimity among its members. The Board may also, how-
ever, by unanimous decision, present for consideration of the Commission
proposals incorporating several alternatives.

182. Among its other functions, the Board directs the Permanent
Secretariat and the community administration (art. 15 (i)). To ensure
duration and continuity, the Board may appoint permanent officials. It
may also issue contracts for a limited period of two years or assign particular
and specific tasks to experts.

183, At the moment, the community administration consists only of
some 30 professionals and 60 to 70 general service staff. The professional
and technical staff is organized in the following way. Under the authority
of the Board, a Secretary/Director is responsible for external public and
political relations. There are four main units: programming, economic
policy, industry and legal affairs. The programming unit consists of a chief
and seven other professionals, together with two technical assistance experts
one from the United Nations and one from FAQ; the economic policy
unit also comprises eight professionals, its chief and seven assistants;
the industry unit is made up of seven persons, i.e., its chief and six engineers;
while the legal affairs unit consists of three lawyers and one economist,
the latter being the nucleus of a technological group. Apart from these
technical and planning units, which consist mainly of economists, engineers
and a few lawyers, the administration also includes an administrative unit,
a special services unit and an information unit,

184, To allow for the economic weight of the member countries
and their degree of development, the Commission adopted by its De-
cision No. 4 the following scale of assessments for the member countries:
Colombia, Chile and Peru, 28 per cent each; Bolivia and Ecuador, 8 per
cent each.

185. The Board’s budget for 1970 was fixed at $U.8.1,250,000. This
budget, which is quite modest in relation to the aims of the Cartagena
Agreement and the activities of the Board, increased only slightly in the
years 1971, 1972 and 1973, In fact, the increases over the preceding year
were only $250,000 in 1971, $186,890 in 1972, and $140,277 in 1973. While
the Board’s activities have been expanding considerably, the resources
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made avaiia‘pk:: to it have increased only slowly., The last three budgets
have been divided by sections as shown in the following table.

Board budgets, 1971-1973
{(In United States dollars)

Section 197 1972 18738

1. Direction and co-ordination . . . 274,590 387,005 388,429

0. Technical activities . . . . . . | 704,805 715,699 813,518

(a) Program.ming. ........ (156,740) (185,112) (206,968)

{6} Economlc policy . . . . . . (239,050) (226,326) (246,315)

(c) Indusmes_ ......... (213,133) (206,425) (241,617

(d) Legal affairs . . . . . . . . (%5,887) (97,836) {118,618)

L. Administratives activities . . . . 494,605 581,254 622,200
1IV. Office of the Andean Developinent

Corporation . . . . . . . . .. — 2,932 3,200

ANNUAL TOTAL 1,500,000 1,686,890 1,827,167

No. ;2A§gea§n20wup, Carta informativa oficial..., op. clt., Supplement No. 13 (August 1972}, decision

(b) Advisory bodies and specialized organs

(i) Advisory bodies

.186. Within the Andean Group there are four types of advisory
bodies or groups: the Economic and Social Committee, the Advisory
Committee, the various councils, subregional and government experts,
and, lastly a specialized body for fostering development: the Andean
Development Corporation (ADC).

187. The purpose of the Economic and Social Commitiee is to associate
employers’ and workers® representatives with the activities of the commu-
nity of member States. The representatives are directly elected by the
workers’ and employers’ organizations, six from each country (three worker
and three employer representations).}*? In consultation with the national
employers’ organizations and trade unions, the member countries establish
national procedures to ensure genuine elections such as will make the
Committee’s membership as representative as possible. At the Committee’s
first meeting, held at Lima in March 1971, the members appointed as their
Chairman the Secretary-General of Chile’s National Federation of Metal-

e This number has just been modified by decision No. 55 of the ninth regular
session of ;he Commission: “The Committes may meet with the participation of a mini-
mum of eight workers® representatives and eight employers’ representatives”. (Andean
Group, Carta informativa oficial. .., op. cit., Supplement No, 13, August 1972).
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lurgical Workers. Henceforth the Committee will hold its re_gular mlcetings
20 days before any session of the Commission at which questions of interest
to the Committee are to be considered. The second meeting took place
in October 1971. At both these meetings the Committee addressed recom-
mendations both to member countries and to the Commission and Board.

188. Under article 19 of the Treaty, the Advisory Committee is the organ
through which the member States maintain close ties with the Board. This
Committee ollers an institutional framework for such meetings of Govern-
ment representatives in various sectors as are not held under the auspices
of the Commission. The Comumittee has a dual function : it assists the Board
in carrying out its work and, at the Commission’s request, it an.alyses
proposals by the Board which are to be submitted to the Commission.

189. Seven councils have been established, on the proposal of the Board,
in accordance with Commission decisions Nos, 22, 36 and 39: the Plarmipg
Council, the Monetary Council, the Financing Council, the Fiscal Poh_cy
Council, the External Trade Council, the Tourism Council and the Soctal
Affairs Council.® The purpose of these councils is o bring high-level
representatives of the national institutions responsible for the formu!at!on
and implementation of development plans into continuous assoctation
in order to draw up and implement development plans and policies. The
chief functions of the councils are to make recommendations to facilitate
the harmonization and co-ordination of development plans, to assist the
Board, at its request, in the preparation of its proposals in that field, to co-
operate in the application of policy Lharmonization decisions and to co-
ordinate the development plans adopted by the Commission and to keep
the main institutions informed of them.

190. The meetings of the Governors of the Ceniral Banks of the member
countries take place regularly. At their second meeting, at La Paz in Nov-
ember 1971, it was decided to establish groups of experts to prepare a
technical report on the purchase of ADC shares by the Central Banks and
to study the harmonization of monetary policies and instruments* The
third meeting was held just prior to the [9-21 June 1972 meeting of the
Monetary Council, which has decided to set up machinery for information
and consultation on the monetary systems and parities in member countries.

191. Apart from these institutionalized consultation methods, the
Board and the Commission are empowered to consult experts of various
kinds: subregional experts, who are convened in their personal capacities
and without any official mandate: national experts, who seem to be in an
intermediate position; and government experts, who are official experts
briefed by their administrations. Both bodies can also consult independent
experts or international experts.

18 The ministers of Foreign Affairs (third meeting, June 1972) recommended to
the institutions of the Cartagena Agreement the establishment of a scicnce and technology
council and of a systern of periodic meetings of the nationa! authorities responsible for
air transport.

u Andean Group, Carfa informativa oficial. . ., op. cit., No. 14 (June 1972}, p. 10.
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192, As a general rule these consultations take place in working groups,
ad hoc meetings or round-table meetings. At its meeting in July 1971,
for example, the Commission convened an intergovernmental working
group on the expansion of trade. The work of this group, which is composed
of high-level government representatives, is co-ordinated by the Board, which
will have to submit the group’s report to the Commission. Having been
convencd by the Board, the group met on 8 and 9 June 1972 to examine the
proposal that an export promotion system be established, a proposal which
the Commission was to approve before the end of 1972

193. In 1971, the following meetings were held or were planned:
two meetings of national experts, one on NABANDINA (the Andean
Group’s tariff nomenclature based on the Brussels nomenclature), and the
other on the preliminary draft concerning multinational undertakings;
six meetings of subregional experts, two on commercial competition, two on
harmonization of industrial promotion legislation and two on fiscal policy;
and six meetings of government experts, one on the global strategy for
development, one on trademarks and patents, and the other four on subjects
already considered by the national experts (NABANDINA) and the sub-
regional experts,

(i) Specialized organ

194, ADC was established in February 1968 by six Governments,
namely, the five members of the Andean Pact and Venezuela.l®

195, The main functions of ADC include providing technical and
financial assistance for the preparation and execution of multinational or
complementarity projects, promoting the inflow of capital and technology,
granting loans and providing guarantees of various kinds and promoting
organizations for the modernization of enterprises. To achieve these objec-
tives, ADC has an authorized capital of $0U.5.100 miilion, $25 million of
which have been subscribed in the following way: one “A” share in the
amount of $1 million per country, and “B” shares at the rate of $4.5 miilion
each for Colombia, Chile, Peru and Venezuela and $500,000 each for
Bolivia and Ecuador. The “B” shares are guaranteed by the Governments
but nay be subscribed by Governments, public or private institutions or
even individuals. Provided there is a quorum of not fess than four holders
of “A” shares and of holders of other shares representing half the total value
of such other shares, the General Meeting of shareholders takes decisions
by a majority which must include not less than three holders of “A™ shares
and shareholders holding half the other shares represented at the meeting.
The General Meeting defines policy, but decisions concerning the practical
exercise of the Corporation’s functions are taken by a Board of Directors
consisting of eleven Directors clected for a period of three years, Decisions
are laken by a simple majority of the Dirvectors present. The Board of

""" The difference in the number of members is due to the fact that the Corporation
was established before the final signature of the Andean Pact. Venezuela took part in
all the negotiations right up til} then, but, at the last minute, was wnable to join the
Group.
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Directors may delegate certain of its powers to the President and the Exec-
utive Committee of the Corporation. The Corporation is still in its initial
stage. As regards its administrative organization, it already has 19 inter-
national officials, constituting a permanent technical staff, as well as a local
general services staff of some 30 persons. The Corporation also frequently
makes use of external advisers and experts. Although it is still in a formative
stage, the Corporation has had 220 proposals and projects submitted to it.
In January 1971, the Board of Directors selected 32 proposals. At its third
meeting, in November 1971, the Board of Directors approved the negotia- .
tions with IDB whereby $U.S.12 million will be made available for the -
1971-1974 plan of operations.1® Vi

(c) Co-ordination at the national level and professional;
organizations

196 There-afe specialized bodies responsible for integration f‘guestigns
in-most_of-thie countties members of the Aridean Group, as a‘Tesult-of the

o

#work earried out and the co-operation which has taken place in thecontext

Bt LAFTA;§@§%mbia has a foreign trade institute (INCOMEX), while

| Ecuador has just established an institute for external trade and integration;
Chile and Bolivia have secretariats, the Executive Secretariat of LAF Arand
! the Technical Secretariat for Integration respectively; in Peru, there is a
| National Integration Office attached to the Ministry of Foreign Affairs.
- In its work, the Board ;maintains close contact with?Govemments through

| these national institutés” or secretariats.’

k

‘" 197. The LAFTA Executive Secretariat’ ﬁliie, for example, com-
prises about 80 persons, 25 of whom are highly qualified civil servants.
This secretariat, which includes members of various ministries (foreign
affairs, to which the Executive Secrctariat is attached, economic affairs,
planning and agriculture) as well as of ADC and the Central Bank, co-
ordinates public-sector activities relating to integration. Its chief and assist-
ant chief are the member and the alternate member respectively of the
Andean Group Commission. =08

..e-1987°The national séGiétariaf also maintaing contacts with the private
i sector through consultations, groups and committees, so that it can prepare
¢ proposals with a view to the adoption of a national position. In most
. of the member countries, this is the system adopted: continuous contacts
and consultations with the private sector, but decisions and action proper
| at the level of the responsible government officials. There is one exception,
: that of Ecuador, whose delegations include representatives of the private
: sector, which thus participates directly at the negotiating table. !

U199, Apart from these channels of approach through national Govern-
ments, professional groups also take part in the work of the Economic and
Social Committee, which quite recently recommended that the Coungils set
up by the Commission (decision No. 22) should include certain repre-

us Andean Group, Carfa informativa oficial. .., op. cit., No. 9 (November 1971}, p. 8.
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sentatives of the private sector and of private groups in addition to the
official _mcmbers. Subregional structures are gradually taking shape
notably in the sectors most directly affected by sectoral programming suc};
as paper apd pulp, textiles, gramophone records, bicycles and glassware.
The establishment of new organizations seems to provide confirmation of
this trend. These include the Confederation of Metallurgists of the Andean
Area (Aggust 1971),47 the Sub-regional Committee of Andean Constructors
Com.panlles,l which has set up a co-ordination office at Lima and has asked
the institutions of the Agreement to establish a Construction Council
{II;I’;)Z‘Sem’ber 1971),8 and the Andean Road Transport Organization (April

2. THE DECISION-MAKING PROCESS

(a) Distribution of powers

‘ 200, In the Andean Group, the distribution of powers is clearly estab-
lished, the Cartagena Agreement regarding both the Commission and the
Board as principal organs. The Commission has the main responsibility
for general policy, for the co-ordination of national development plans and
for the harmonization of economic policies. In these fields, as well as in
approving physical integration programmes and the programme for
harmpmzmg the external trade instruments of the member countries and
also in establishing the terms of accession of new members, the Com-
mission lakes decisions by a two-thirds affirmative vote with no negative
vote. _The same requirements, but with the possibility of reconsideration,
are laid down for the identification of products for the sectoral programme
of industrial development, and for the approval of such programmes or of
rationalization or specialization programmes {annex II and articte Il
of 1h(? Treaty). As a general rule, the absence of a negative vote, i.e., forall
practical purposes, consensus, is required for standards and basic decisions,
for amendments to the Cartagena Agreement, for the general programmes
and for very important or politically delicate questions. On the other hand,
the general requirement of a qualified two-thirds majority applies to
decisions which, in principle, involve carrying out Treaty obligations,
parpcu}arly in the field of liberalization, establishing rules for foreign
capital or for multinational enterprises, adopting measures in various
fields, setting up advisory bodies and working parties, defining certain rules
and estgblishing regulations, etc. The Commission must also see to it that
the obligations resulting from the Cartagena Agreement and the Monte-
video Treaty 120 are harmoniously carried out, act on proposals by the Board
and, in general, seek to solve problems of common interest,

u? Ibid., No. 6 (August 1971}, p. 5.

n& rhid., No. 9 (November 1971}, p. 12.
18 fhid., No, 12 (April 1972), p. 8.

120 See foot-note 2 above.
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201. The Board has three mains functions: it dralts proposals for E{:;
Commission and prepares annual budget estimates; 1t sup'cr\:flscs(c
implementation of the Treaty and of decisions of the Cgmm:fsu;:]lemii;
art. 85, concerning rules of origin); it grants eu.Itl’lorlzaugn?s9 ?it ember
States intending to adopt safeguard measures (arts. 77 an l )ﬁtained X
takes studies and preparatory work and evaluates the results o y
integration.

202. The central machinery of the Agrecmcnt_ consists of t!}ls thar':;’—
Commission tandem, the other boglf?s hz'wmg essemz;allyf advgsorfy ugcaxtot:he.
In fact, a proposal by the Commission is almost always to ‘et‘olm: 11 the
basis of decisions on important questions. More than twenty alr icles ol an(;:{
to basic matters provide for this procedure, whereby the Board proposes

the Commission decides. ™

(b)Y The decision-making process

(1) Origin o

203. The decision-making process is usua.ily mltlatcd‘ by the gioetlirg
within the framework of the obligations and time-table laid dowil 1.:; the
Cartagena Agreement. Initiatives can also come frpm Go;e{gnm?n s ﬁl\ h Lhe
Commission. They may be formula.tcd by _the Ministers o orjc1gpt fairs
or other competent ministers during their meectings. Thus, at l1 sb i
session, the Commission took up fmj conmde::atlon the proposa 'Sl yther
Ministers of Foreign Affairs concenlmg.r‘nm-:hmery for liaison W;tl 0 her
countries or economic authorities®® ]m‘tlatwes can also come rq]m e
Committees {e.g., the Economic and Socmi Comr:nutee), the iCouncl Sts ne
Monetary Council}, the various meetings qf patlonal officia s,lexzer o
professional organizations., Whatever the origin of the proposals, they
considered and then formulated by the Board.

(i) The formulation stage

204. The formulation stage is the Board’s responsibility. By agreentent
with the Commission, the Board prepares an annual work progtalmme
which includes the drafting of various decisions or proposals. It can a v;\ah):z
consult the Commission at various points in ‘thlS preparatory stage. his
procedure has not often been used, espc_cta]%y since the Govern{nenlt ex;cjieb
express national viewpoints. The prmmpal role at thi§_ stage 12 playe : 03;
the Board, its permanent secretariat and the commissions an grpzip;n '
experts. At the beginning of this process, the Board n1aydiort;mxi1 ion 2
study by an independent or r'merf:anona{ expert. The round-ta Ct' thod
can also be used for consulting international eXperts. 'l:h.ese meetings i
guite informal. Written records are not kept systematically; they are mainly

21 Examples of articles providing for a recornmendation to be m::t;lc;gy ;lsﬁe 'gozglgi
before the Commission takes final action include: articles 27, 28, 29, 33, 35, 36, 34, 39,
46-52, 66, 70, 74 and 89. ‘

122 Andean Group, Carta informativa oficial. .., op. cit., No. 16 (August 1972), p. 11

80

in the form of minutes, and a compiete recording of the discussion is

available. This preliminary work helps to give a gencral idea of the probiem
under consideration12?

205. Contributions are also made by subregional experts for whose
assistance the Board makes specific application to Governments, At this
stage, the main task is to delimit the problem and then to identify the pos-
sibilities and, in particular, the margins between the minimum and the
maximum acceptable to Governments. Since, however, these subregional
experts are not aiways civil servaats, they are not necessarily aware of the
Governments' positions. The main purpose of these meetings, which last
two or three days, is to enable the technical experts to give their different
views. the aim being to arrive at the formulation of a technical opinion on
which the Board’s proposal can be based. The Board’s Staff co-ordinate
these meetings, provide their sceretariat and do the necessary preparatory
work, They draw up the agenda, which can be supplemented by the experts,
the aim being from the start of the meetings to identify the forms of possible
agreement, to determine the meaning and concept of the problems involved
and to establish priorities. The number of meetings held on a given problem
depends on its inherent difficulties but also on the extent of agreement among
the experts. The meetings generally conclude with the approval of a memo-

randum, addressed to the Board, contaiming the conclusions reached by
the experts.

206. This preliminary work enables the Board to prepare an iaitial
draft which is then discussed by the comumittee of government experis.
At this point begins a process of discussion and negotiation, in which the
delegations try to give maximum weight to their own views while the Board
seeks to emphasize the regional interest. These mectings enable the Board
to assess the possibilities of action and to obtain a conspectus of Govern-
ment viewpoints, This information can be supplemented by visits of Board

members or their representatives to the administrations of the member
countries.

207. During these consultations, the Governments and their admin-
istration are asked to answer various questions and, in particular, to define
their national positions. On the basis of all this information, the Board
prepares its proposal, While agreement or disagreement among the regional
or government experts may help it to adapt or amend its dralt, the Board

183 An example of this procedure was the meeting of jurists which was convened
by the Board to consider the possibility of establishing a jurisdictional organ (sce
para. 214 below), Ten Latin-American specialists and academics took part, together with
a judge from the Court of Justice of the European Communities and the assisiant
director of the Communities’ legal department. A further example was the meeting
at Lima, from 22 to 25 August 1972, of Board specialists and high-level experts fo
consider a programime of technological development. Fhis meeling was attended by
French, English, Canadian, Argentinian and Colombian university experts, as well as
by experts from OAS, UNCTAD and the Latin American Institute for Economic and
Social Planning (ILPES). The Board’s represcnlatives were an expert respossible for
co-ordinating the work and other specialists, as well as the three members of the RBoard

and its sceretary-dircctor (Andean Group, Carra informativa oftcial. .., op. cit., No. 16
(August 1972), p. 16).
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retains full power to determine the p.roposal’slﬁnal form. Tl;e grqc;;;i;ﬁ
at this stage might be described as a dlalogue with the yat:ogg at_ml istra-
tions at the technical level, but this is carried out updel th'c irec EODO o
Board, which is solefy responsible for the formulation of its own proposal.

(iii) The Board-Commission dialogue

208. The real dialogue stage begins with _the :trans_mlsm%g {1)”1fr s:hii
proposal to the Commission. There are two possible s:tt‘natzons. Z frst 1
when the proposal is based on a Comsensus of the govemmeint ex};1 i éase,
for example, in the case of the list of agricultural products. 1: Slfi:on arises,.
the Commission merely endorse; the prfpﬁ::i. :t})'llfé (;gl?;: ;13 lrllmagreement

ernment experts have no ment.
Kﬁ;gt;gl?off :hen begin 5131 the Commission. The_method of neg:otlta;tl;ir;
seems to be realistic, frank, and, on the vghoic, efﬁc:e_nt,. each rgpre?ezment
seeking to determine the pos_sible margin of ne.go'tlatlonhelmh {z)tgei o On.
For instance, the ninth session of the Comml'ssmn, z 1{0i grmanent
10 July 1972, was suspended on 15 July by decision of the five pti g
representatives so as to enable them to cpnsult their Goyerinm;’,l;x directly
on the subject of the agenda items. These included in particular t] ii psct)f o
for a sectoral development programme for the engineering 1n unta{i.ves
was probably in connexion with this proposf’il tha’g the rleiﬁresgowever
felt the need to consult their Govert}m;nts. It is not ~1mp0513214 %h cond’
that some difficulties had arisen within the Cpmmlsglon. o ?t S{;oved
stage took place from 17 to 20 August 1972 during which ?erloh ED pVelo 1
possible to reach agreement on the first sectoral Progralrzr;me or the Develop
ment of the Engineering Industry (decision No. 57).

209. Negotiations within the Commission arc often suppleznen;gg
by bilateral contacts between member countries, or between 5}11 codu_?f Iy and
the Board. Such contacts enable the B_oard to sound out the di er:al S
hetween the views of member countries and to amend_;tg prc;;}):a .
necessary. Under the Treaty, the Board ha}s a neg]olsagmgunani [;1)] oué
its proposal can be amended by the Commuission onl_y dyt nanimous
vote. In actual practice, the Board prefers not to I?e ob 1};ge o] amend ite
proposal, and it therefore makes whatever changes.lt thin s may Socedure
of its own accord. It is at this stage that the qualified mz_zjorit)é tptes fure
shows its importance in bringing pressure to bear on hes:tar;lt Sta ;aisaE
facilitating the achievemefl;t of compc;‘ct)énlses bf)é zgtri;:;;uié; :hglfruipclt)ioniné

ini f foreign affairs stated they we . ‘ i
f)};etrlil;?li:gti?ional cilgecision-making machinery in the Andean integration

system (third meeting, June 1972).

(c) Common instruments

i t, the Commission
0. Under article 6 of the Cartagena Agreemen , the C
exprgslses its will in the form of decisions. These are binding instruments

124 Andean Group, Carta informativa oficial. .., op. cit.,, No. 15 (July 1972), p. 7.
128 Jpid. p. 11 and ibid., Supplement No. 13 (August 1972), pp. 19-28.
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(Acts) which may be either very general (e.g., decision No. 24, concerning
the régime to be applied to foreign capital) or more limited (decision
No. 16, approving a list of agricultural products). All these decisions are
taken on proposals by the Board,

211. The Board can also pass resolutions when it is acting as a decision-
making body, as, for example, in the context of the requirements concerning
the origin of products (art. 83). Such resolutions are binding. In addition,
the Commission can issue instructions, and can give the Board certain tasks
to carry out. The Board, for its part, can quthorize the adoption of safe-
guard measures. Both institutions can also make recommendations and
express views and opinions.

212. As regards entry into force, in principle these instruments take
effect immediately, as far as the member countries are concerned. In
practice, however, to ensure that decisions are publicized in the required
manner and within the prescribed time limits, they are circulated in the
form of national decrees putting the decisions into effect, Although some-
times rather late in appearing, these decrees give the date of the decision
as the date of entry into force. In the case of the rules for foreign capital,
the decision was to enter into force when the instruments puiting the rules
into effect were deposited with the Board, and within the six months pro-
vided for in the Treaty. All the member countrics have used decrees for
bringing the decisions into effect except Ecuador, which has followed the
parliamentary ratification procedure 126

213. Under article 23 of the Cartagena Agreement, the Cormission’s
rules lay down procedures for the settlement of disputes: in the first place
direct negotiations, then use of the Commission’s good offices and, in the
case of failure, the establishment of a Conciliation Committee. After having
conducted an enquiry, the Conciliation Committee must submit a majority
report to the Commission. If all these procedures fail to produce a settle-
ment, the member countries can resort to arbitration as provided for by the
LAFTA Protocol for the Settlement of Disputes.

214, At its special session in December 1971, the Commission recom-
mended that the Board should carry out the necessary studies to enable it,
before the last regular session in 1972, to make recommendations to govern-
ments with a view to the establishment of a jurisdictional otgan, This organ
wauld be responsible for settling any disputes which might arise as a result
of the application of the Agreement, decisions of the Commission or resolu-
tions of the Board.**” In June 1972, a meeting of jurists was held at the
headquarters of the Andean Group. As a result of its work, it was possible
for the Board to compile useful documentation on the possibility of setting

12 Inn November 1971, the Colombian Government issued Decree No. 1299, which
was declared uncosstitutional by the Supreme Court. The Colombian Government
therefore issued regulations on foreign investment which were in keeping with the
common rules approved by the Commission, At the same time, it announced that it
would submit a Bill to Congress enabling it to validate the Cartagena Agreement and
to obtain, futer alia, the power to apply the rules on foreign capital {Andean Group,
Carta informativa oficial, .., op. cit., No. I5 (July 1672}, p. 5).

7 Andean Group, Carta informativa oficial. . ., ap. cit., No. 10(December 1971}, p. 5.
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up a body to ensure unity of interpretation, supervision of legality and the
setilement of coniroversies within the framework of the Cartagena
Agreement 1%

(&) External relations

215. With a view to establishing a common external tarift by 1980,
the member States have undertaken not to alter unilaterally, during the
various stages planned for the introduction of the common external tarifi,
any Customs duties levied against third countries. They have also under-
taken to conduct consultations in the Commission before concluding tariff
agreements with third countries. The Group is thus moving towards a
common trade policy, especially since the Commission may, on the recom-
mendation of the Board, change the rate of common Customs duties
(arts. 66 and 68 of the Treaty).

216. In practice, the Andean Group has already established various
types of external relations, Thus, through the President of the Commission,
it has contacts with the Commission and the Council of the European
Communities. In this connexion, the Commission, after studying the
Board’s report, intends to establish, if possible, a joint Andean Group-
Furopean Communities Commission. At their mecting, the Ministers of
Foreign Affairs of the member countries supported this initiative of the
Commission. The Commission has also sent a mission, headed by its Presi-
dent, to Japan. In relation to LAFTA, the Andean Group has taken a
consistent position, worked out in prior consultations, which it is secking
to strengthen. Common positions have been adopted both on liberalization
problems and on the complementarity agreements, The Andean Group
intends to take joint action in various international forums. To this end, the
ministers of foreign affairs recommended in June 1972 that, at its next
regular session, the Commission should take up the subject of developing a
common position of the member countrics in the international field with
a view to making the co-ordination machinery more operational and more
effective. They laid stress on the joint responsibility of the member countries.
In addition, the Board has been empowered by Commission decision No. 9
to negotiate and to enter into technical assistance agreements with the inter-
national organizations. In this connexion, as is known, the Board has already
achieved some satisfactory results. There are various other examples of
joint action: the ministers addressed a joint note, followed by separate
notes, to the Secretary-General of the United Nations, to support the request
for assistance submitted by ADC to UNDP; they recommended that the
Andean institutions should draw up a programme for technical assistance
between the member countries and should study the financing possibilities;
they also decided to take co-ordinated action so that the member countries
could have one representative for Latin America in IMF’s Committee of
Twenty. It is too early to say how the external relations of the Andean
Group will develop and what form they will take. It is unfortunate, however,

138 Jhid,, No. 14 (Fune 1972), p. 4.
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that more specific institutional arrangements and procedures have not been
worked out for elaborating and putting into practice the common trade
policy which is the logical extension of the common external tariff. Never-
theless, the political will revealed and the practical results obtained com-
bined with the growing needs as integration progresses, are so many f,actors

which inc!icate that, in the long run, the external relations of the Andean
Group will have to be backed up by effective machinery.
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Part Two

COMPARATIVE ANALYSIS




Chapter I
GENERAL PATTERNS

A. Latin American Free Trade Association, Maghreb Group
and Association of Scuth-East Asian Nations

1. The general pattern of the institutional structures and the distribu-
tion of powers in each of these three groupings is at first sight similar.
The decision-making power is concentrated in the intergovernmental bodies
which act unanimously: the Council of Ministers and Conference of
Contracting Parties in LAFTA, the Conference of Ministers of Economic
Affairs of the Maghreb Countries, and the ASEAN Ministerial Meetings.
These main decision-making bodies are assisted by standing committees.
Both the acts of the main institutions and the form and functions of the
standing committees and secretariats emphasize the differences between the
three groupings, which are due to their different levels of development:
the Maghreb countries and ASEAN are at an initial stage, while LAFTA
has reached the first stage of implementation. Consequently, the first two
merely draw up proposals and adopt resolutions which are basically recom-
mendations, whereas LAFTA also makes use of resolutions but these
impose certain obligations. This is the general situation in theory, but the
characteristic tendencies of the first two groupings have not prevented some
of their recommendations from being put into effect. In contrast with
ASEAN’s Standing Committee, which has no organic structure, and with
the Maghreb Group’s Permanent Consultative Committee, the cornerstone
of LAFTA is its Standing Executive Commitice, which takes decisions,
adopts some resolutions and sees that the Association functions satisfac-
torily. The differences are even more pronounced in the secretariats:
LAFTA has a permanent staff but the other two groupings have virtually
none; the Maghreb Group has only an embryonic secretariat and ASEAN
has no permanent administrative machinery at all.

2. Around these institutional nuclei there are coasultative committees
and some specialized organs and mechanisms: the Maghreb Centre for
Industrial Studies, the ASEAN Fund, and LAFTA’s clearing agreements
for trade and its complementarity agreements, Although fairly extensive,
these consultative systems and ancillary mechanisms do not seem able to
compensate for the structural inadequacies which can be detected in
LAFTA and are obvious in the two groupings stilt at the formative stage.
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B. East African Community, Cenfral African Customs and
Economic Upion, Central American Common Market and Andean Group

3. More claborate institutional systems have been set up where the
objective is the creation of Customs and economic unions. Alongside the
intergovernmental bodies, community structures have developed in the form
of general secretariats and even of a major subregional body, the Board
of the Andean Group. Their fuller powers—though as a rule strongly
concentrated in the supreme organs, which act unanimously except in
special cases—are distributed more practically in order betier to ensure
continuity of execution. Similarly, their joint decisions have a wider effect
and more often become law at once. The increased obligations are matched
by greater scope for appeal against joint decisions or for the settlement
of disputes. Functions of this kind are rarely assigned to specialized bodies
and are usually also performed by the principal institutions. Certain
groupings, however, have dense systems of advisory commissions and
specialized bodies: e.g., the specialized institutions of CACM and, in partic-
ular, the EAC common services. These experiments possess certain features
in common but, despite the similarity of their objectives and content, have
broad structural differences.

4. Only EAC and UDEAC are headed by a supreme organ composed
of Presidents or Heads of member States, although the governments in the
other groupings may of course convene a conference of heads of State from
time to time. At the ministerial level, & comparison can be made between the
Management Committee of UDEAC and the Central American Economic
Council of CACM. The case of EAC and the Andean Group is scarcely
comparable, however, since the latter has no formal ministerial council, and
EAC’s ministerial institutions are peculiar to itself, consisting of a group of
East African ministers and five Councils composed of ministers of the
Partner Governments, assisted by their advisers, but presided over by a
Community minister.

5. Neither EAC nor UDEAC really have institutions comparable to
the Executive Council of CACM, which is composed of vice-ministers or
senior national civil servants, and frames and executes the decisions of the
Central American Economic Council, supervises the operation of the
common market and for that purpose takes certain decisions with the
assistance of SIECA. In the other two groupings these functions are shared
or performed in collaboration by the ministerial institutions and general
secretariats. For obvious reasons, all four groupings have permanent
secretariats,

6. The structure of the Andean Group is unusual and differs basically
from that of the other systems, as the decision-making power is vested in
two main bodies: an intergovernmental Commission and a joint Board.
The Board, which is autonomous, directs the secretariat, presents proposals,
takes certain decisions and supervises the implementation of the joint
decisions. Since it has powers of execution and initiative, it is the driving
force behind integration, The Commission maintains relations with govern-
ments, keeps in touch with the situation in the member countries, and has

9

the final say in the most important fields of action. Here, the cornerstone
of the system is the Commission-Board tandem: the Board proposes and
implements while the Commission takes the decisions. This is the only
grouping in which an effective balance has been struck between the inter-
governmental institution and the community institution. In all the others,
the balance of power is tilted in favour of the intergovernmental institution.

7. While all the groupings have consultative bodies which make
use of government experts, and, less frequently, of independent experts,
only EAC has a legislative assembly that carries out legislative, budgetary
and supervisory functions, final assent being given by the Authority. EAC
1s ?.ISO the only organization whose statutes provide for a tribunal, although
this has not yet been set up. Finally, except for UDEAC, which has a central
bank, thesc subregional integration groups have financial institutions for
the promotion of economic development,
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Chapter 11

COMPARISON OF STRUCFTURES

A, Main institutions

1. LaTiN AMERICAN FREE TRADE ASSOCIATION, MaGHREB GrOUP
AND ASSOCIATION OF SOUTH-EAST ASIAN NATIONS

8, The ministerial bodies of these groupings differ in their constitution.
On the one hand, there are the LAFTA Council and the ASEAN Ministerial
Meetings which consist of Ministers of Foreign Affairs and, on the other,
the Conference of Ministers of Economic Affairs of the Maghreb countries.
These political organs meet once a year at the most. Because of this, they
can operate efficiently only on two conditions: {a) the problems to be dealt
with must be sufficiently important and specific for the Ministers not to lose
interest or their willingness to take an active part in the meetings {there
seems to be a Jack of interest at present in LAFTA and in the Maghreb
Group); and (b} sustained and effective support must be provided by other
bodies in the preparation and implementation of decisions.

9. While the problems of starting integration seem to be absorbing the
attention of the ASEAN Ministers at present, their activities are not always
adequately prepared, for want of organs comparable to the standing
committees of the other two groupings or to the LAFTA secretariat. In
ASEAN, the Standing Committee of Ambassadors and the Meetings of
National Secretaries-General, who serve only part-time on those bodies,
are not able to do any substantial or continuous work, particularly as they
have no permanent secrctariat to call on. Such basic scrvices are provided
yearly in rotation by the national Secretaries-General. Even the more
sustained contribution of the latter cannot compensate, however, for the
absence of permanent common organs furnished with the appropriate
resources. Even the examination of the programme prepared by the United
Nations Team gave rise to problems owing to the resultant increase in the
work-load of the Committee on Commerce and Industry and of the national
secretariats. The situation is confused and provisional, since if any specific
programme of action were approved, ASEAN would have to be restructured
and permanent machinery established. Even during the current period of
transition the preparation of studies and projects, the determination of

92

options and priorities, the co-ordination of the work of the different
commitiees, and collaboration with teams of international technical
specialists are all factors which militate in favour of the immediate estab-
lishment of a technically well-equipped central organ. Even if its formation
was not the result of a general decision and it was only provisional, a
technical body of this kind could make an effective contribution to the
defining of projects and priorities in ASEAN.

10. Although still only preparing for the take-off of the integration
process, the Maghreb countries at least have a committee which, though
consultative and more modest than that of LAFTA, is nevertheless per-
manently available. Both are the supreme organs for the preparation of
studies and co-ordination of activities and for the supervision of other
bodies. The Standing Executive Committee also watches over the rather
sluggish progress of trade liberalization. Despite their differences of power
and function, the two committees follow much the same procedures:
CPCM is bound by the rule of unanimity, while LAFTA’s Standing
Executive Committee permits the use of the veto.

11. Two other disparities should be noted. LAFTA has a Conference
of Contracting Parties charged with the particular task of negotiating
national and common schedules, which has no counterpart in the other
two groupings. The Maghreb Group also lacks the permanent team for
which its statutes provide. Unlike in the other groupings, its technical staff,
which should be the backbone of the central secretariat, is directed by the
Secretary, but is recruited and dismissed by CPCM. Its members, therefore,
instead of being free of government influence, like any other international
secretariat, have two masters.

12. The secretariat of LAFTA, on the other hand, is effective, but is
too small in comparison with those of other groupings. After a period of
expansion, it ceased to act as a driving force just then LAFTA first ran into
difficulties, in [966-1967, and its development stopped. The proposed
Technical Committee could not be set up, while the Council of Ministers
of Foreign Affairs is the outcome of a compromise. Meanwhile, the Standing
Executive Committee has resumed its supervisory and executive functions
and strengthened its hold over the secretariat, which is subjected to restric-
tions, and has taken on more minor administrative and routine tasks.
In doing so it has encroached upon the functions of the secretariat while
emphasizing its intergovernmental status. Thus the importance and role
of the Executive Secretariat have been circumscribed, particularly by certain
provisions in the rules of the Standing Executive Committee,! for want of a
clear definition of its functions in the Treaty and of a sound institutional
structure. This development should be studied by other regional
organizations.

t See G. Magarifios, Evaluacion del proceso dc integracion de la ALALC (Monte-
video, LAFTA, 1969), pp. 25-26; and D. Sidjanski, Dimensiones institucionales de la
integracidn latinoamericana (Buenos Aires, INTAL-TDB, 1967), pp. 39-40.
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2. EAST AFRICAN COMMUNITY, CENTRAL AFRICAN CUSTOMS AND ECONOMIC
UnioN, CENTRAL AMERICAN COMMON MARKET AND ANDEAN GROUP

(a) Intergovernmental institutions

13, The presidential institutions, the Authority in EAC and the Council
of Heads of State in UDEAC, which meet once a year, offer more than
one advantage. The leading role played by the Heads of State in the member
couniries means that decisions taken by them in concert give a political
impetus to integration, Meetings of this kind at the highest level can also
speed the decision-making process inasmuch as the Heads of State have
the power rapidly to decide what attitude they will take. Moreover, these
institutions ensure a broadness of view and effective execution, provided
that power is not unduly concentrated in their hands. If, however, the
concentration of power is excessive, as it is in EAC, the political conflicts
tend to affect every level of the common structure, and the Authority
therefore has to endorse virtually all community decisions and legislation.
That is the general rule, from which the community budget is not exempt.
This concentration of power results in an expansion of the functions and
consequently of the influence of the presidential secretariats in the member
countries,

4. Although these meetings may facililate the achievement of rapid
solutions and compromises, they are also apt to make certain procedures
more rigid. At the present stage, it is difficult to conceive of a Head of State
placed in a minority position; furthermore it is no easy task to convene the
Presidents every time an urgent problem has to be settled. For this reason,
the UDEAC Treaty allows urgent decisions to be taken by correspondence
or by consultation at their place of domicile.

15. Informal meetings also may be held by the Heads of State of the
Andean Group? and by those of the Central American countries under
the terms of the Charter of OCAS.? Thus, the Central American Presidents
met in 1968 and took certain decisions concerning the Common Market.
Their personal representatives now sit on the Normalization Commission,

16. At the ministerial level, EAC has devised an unusual procedure.
The three Community ministers have a dual function: they occupy their
seats in their respective Governments, as members, in particular when
Community business is discussed, but they reside at Arusha and perform
permanent Community functions. They owe a dual allegiance to their
countries and to the Community. The latter allegiance is important because
of their collective duty to reach agreed decisions in the Committee of Minis-

% The “Declaration of Bogotd” by the Presidents of Chile, Colombia, Ecuador,
Peru and Venezuela on }6 August 1966 was the origin of the Cartagena Agreement.
Tt expressed their intention to undertake joint action to speed up the economic and
social development of their countries and provides for the establishment of a joint
commission to put the presidential decision into effect and a development corporation
to carry out promotional and technical assistance work.

¢ See the note on OCAS in paragraph 171 of part one of this study.
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ters. In the event of disagreement in the Committee on a question of direct
concern to one of the Councils, each minister may maintain his position and
is not subject to the rule of collective responsibility. The former allegiance
is preserved by the close ties which they may have with their Head of State
and their Government. It is thus possible for the Community Ministers
not only to obtain and supply information without passing through inter-
mediaries, but also to influence the behaviour of their Governments. For
this very reason, however, they are also exposed to the direct influence of
their Governments. The Committec of Ministers has acquired, on the
whole, considerable influence in the management of the Community’s
affairs especially since the ministers not only preside over the Councils but
also direct the three corresponding sectors of Communitly activity; (a) the
Common Market Council and the Economic Consultative and Planning
Council; (&) the Finance Council; and {¢) the Communications Council
and the Research and Social Services Council. One positive aspect is that
the ministerial and infergovernmental Councils in which the nationa!
ministers predominate are presided over not by national but by Community
ministers. In this respect, in particular, the Committee of Ministers and the
specialized Councils differ from the ministerial bodies of other groupings.
This peculiar structure is not, however, without some drawbacks. A latent
conflict concerned not merely with the division of responsibility and the
right of initiative but also with administrative control has brought the
Community ministers into opposition to the Secrctary-General. The reason
for this is that the three secretaries heading the three secretariats are directed
and supervised by their respective ministers, but are at the same time
hierarchically subordinate to the Secretary-General. It is, admittedly, more
a political control that the ministers reserve for themselves, but it may be
asked how far this control—to ensure that political functions are properly
carried out—extends. In exercising their permanent control, ministers may
well be tempted to intervene in administrative matters in order to enhance
their authority. This authority derives, incidentally, from the Committee
of Community Ministers, which, aithough not a cabinet in the full sense
of the term, tends to act collectively.

17. Although appointed “executive head” of the Community, the
_Secretary—Gcnerai could weil have difficulties, particularly with the minister
in charge of the finance and administration sector.

18. Before EAC was established, the Secretary-General had been the
main senior official and held some significant powers. New structures have
been superimposed on these old rules and habits, and the Secretary-General
is now surrounded by Community ministers. In the initial stages, the adapta-
tion produced some friction, The predecesser of the present Secrctary-
General had a difficult task and, by the end of his term of office, was vir-
tually isolated. The present situation will depend on the personalities and
behaviour of the ministers and of the new Secretary-General, and on their
capacily to work together in harmony. These vacillations within the organ-
ization are nevertheless a potential source of internal tension.

19. .The Manlagelpent Committee of UDEAC and the Cantral American
Economic Council bring together the ministers of economic affairs and of
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planning twice and four times a year respectively. The UDEAC Treaty makes
this obligatory and specifies that a delegation may not vote in the Manage-
ment Committee unless it includes at least one minister and that the
meetings of the Committee are not valid unless cach State is represented
by at least one minister (arts. i1 and 16).

20. in practice, the number of ministers attending these meetings of the
Management Committee often exceeds the Treaty requirement, since the
ministers of finance or development sometimes join their colleagues respon-
sible for economic affairs and for planning. The Management Committee
may meet thus with additional participants if necessary.

21, The Central American Economic Council has also held meetings
with other ministers concerned with integration, such as the ministers
of finance, agriculture, public works, etc., thus foreshadowing a council of
varied composition,

22. Although comparable with the ministerial councils of the other
integration groupings, the Central American Economic Council differs
from them by the fact that it is the supreme organ of CACM, while the
Councils of EAC and the Management Committee of UDEAC occupy
an intermediate position, having over them an institution composed of
Heads of State.

23. At the government representatives level, the Central American
Economic Council is assisted by an Executive Council composed of vice-
ministers and of senior officials responsible for integration. This more
technical body, whose work is organized in accordance with the criteria
of importance or technivality and of its subject matter, is convened at
more frequent intervals and forms an intergovernmental filter, particularly
for the initiatives and activities of SIECA. In order to supervise the ful-
filment of jointly assumed obligations, the Executive Council can adopt
resolutions by majority vote.

24. The Exccutive Council has become highly important, particularly
since 1966. 1ts membership has increased and its organization has become
more structured. Thus, at its twenty-fourth meeting, in November 1966,
the Executive Councii adopted new organizational rules. To strengthen its
structure, it decided to institutionalize the practice of holding meetings of
alternates. The task of these mectings will be to consider and resolve
problems relating to the common market, the negotiation of uniform
import duties and any other matters which the Executive Council may
entrust to them in the future.

25 The Executive Council has since been functioning at two levels:
a general level and a technical level. At the same time, it has taken up some
heavier tasks on the instructions of the Economic Council* For example,
the Economic Council recommended that, since the Executive Council
would sometimes have to take decisions of a more political nature, the
Governments should send representatives of vice-ministerial tank. Apart
from the Government of Costa Rica, all the Governments have adopted

4 Sidjanski, op. cit., p. 106.
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t;:e practig:_e of being represented by vice-ministers.® In the present crisis
tfese meetings at th_e vice-ministerial level have been replaced by “meeting;
of the vice-ministerial working group of the Normalization Commission”,

Although it has made certain changes, the Worki
) X in
retained the existing structures. ¢ B Group has very largely

26. _The EAC and UDEAC treaties do not provide for similar organs
In practice, the Permanent Common Market Committee performs a role
of formulation and supervision in a limited field which is comparable in
that respect to that of the Executive Council. Unlike the latter body, how-
ever, it has no decision-making power. The same is true of UDfEAC’s
Committee of Experts, which sifts all the draft decisions o which the
Management Committee and the Council of Heads of State have to act.

~ 27. The supreme institution of the Andean Grou (551

is composed of senior national officials responsible fg;' tifxllieg"i:z’;;“;?ﬁ
fo'relgn. trade. As in the other three groupings, it dispenses in its deliberations
wgth dlpiqmatlc protocol, the discussions being frank and the subjects dealt
with spec;ﬁ_c: A distinctive feature of the Commission, as an intergovern-
mentai_ demsxor_l-making body, is its voting practice, invelving decisions b
a qualificd majority, with some important exceptions. In the case of basig
standards, the general programmes and questions of political significance,

there must be a qualified majority wi i i i
_ Jority without any negative vote. This re -
ment amounts in fact to a consensus. e

28. AI‘thqugh the Commission is the only governing body entitled to
use the majority vote, its members have never actually voted to date, but
have taken all thci_r decisions by unanimous consent. Nevcrthciess’ the
existence of this majority rule helps to facilitate compromises more in }’ceep-
ing with the Community’s interest, and a more rapid concilitation of views
without necessarily reducing them to the lowest common denominatori

(b) Community institutions: the Board and the general secretariats

29. The Board of the Andean Group has no equivalent in the other
groupings. It is the main institution, a collegiate body whose independence
of governments and vested interests is guaranteed by the Agreement, and
it has_ the power of initiating action and taking decisions. It? poiiticai and
techmqai ieve‘I is high and it takes an over-all view of the interests of the
subregion which, according to the President of the Commission, is unique.®
It can thereforc play an active part in negotiations by singling oui objcctich.y
:'cmd Impartially the.common denominator between national and regional
mterests. It has built up a great fund of confidence among its member
Sta}es. Thr§ confidence and the Board’s technical competencebarc the foun-
dation of its capability and its infiuence. Its collegiate structure is reflected

® See G. Fonseca and D. Ramirez, L ] [
econdmica centroamericana (Gualcma]a.'S{(I?EstAr:g’(lzgzg)iﬁ;. ggfrado general de integracidn

¢ Conversation on 2 i : .
Commission in 1971, a 21 July 1971 with Mr. Juan Somavia, who was President of the
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in the consensus of its three members, on which all its initiatives and actions
are founded. In order to maintain its freedom of action, neither the Board
nor any of its members attends meetings with government experts. 1t
sends to such meetings officials whe are not empowered to commit the
Board, which alone can take the final decision. The Board considers drafts
and opinions submitted to it, draws up its own proposal and exchanges
views with the Commission and with the Governments. Jealous of its
independence, it originally had great aims of monopotizing and centralizing
most of the functions assigned to it under the Cartagena Agreement. In
view, however, of the immensity of the tasks and the impossibility of dealing
with them all, it established priorities and arranged for the collaboration
of public authorities, experts and national and regional institutes. In
performing its functions it relies on a dynamic and competent administrative
nucleus which assists it in the planning, preparation and initiation of the

common tasks.

30. The secretaries-general personally direct the administration of the
other groupings. Their high quality, particularly in CACM and UDEAC,
permits comparison with a distinctive feature of the Board, its characteristic
collegiate form. In fact, the group directing CACM, which consists of a
secretary-general and two assistant secretaries-gencral, could readily be
made an institution in the tradition of close coliaboration. I the position
of the executive nucleus were strengthened, that transformation would
enable it to ovecome a lack of authority which became obvious during the
current crisis in the absence of a secretary-general, The Secretary-General
of UDEAC has wide powers of initiative, study and supervision of imple-
mentation, but his activities seem to be jealously watched by the member
States.

3. A brief comparison of the administrative machinery will bring out
the contrast between the embryonic initial stafl of the Andean Pact (54 mil-
lion inhabitants) consisting of about 100 persons in all, and the Community
administration of EAC, a medium-sized grouping (33 million inhabitants)
which has a staff of 4,482. It is quite clear that the Andean Group has too
small a secretariat, considering the Group’s objectives, the extent of its
functions and, in particular, the need to supervise implementation through-
out a vast and scattered area. This lack is not fully felt as yet, as, in this
initial phase, the dynamism of the present team makes up for its numerical
inadequacy. There is still a danger, however, which could become greater
as time passes: lacking the means and resources for carrying out its vast
range of duties, the Board could, in practice, sec its powers whittled away.
The influence and the traditional weight of government administrations
could gradually make themselves felt wherever, owing to lack of means,
the Board has been obliged to relinquish some of its Community powers
to the benefit of intergovernmental institutions or national administrations.
The grant of powers alone is not enough; the community institution must
also be given resources commensurate with its tasks,

32, Between these two extremes are the secretariats of the two small
groupings, UDEAC (9 million inhabitants) and CACM (15 million inhabi-
tanis), which total 120 and 180 persons respectively. It can obviously be
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objected that these comparative figures bear no relation to the size of the
areas served or to the magnitude and nature of the work, How is it possible
to compare the common services of EAC, which comprise a Customs
Dep?_rvtmeng (2,565) and an Income Tax Department (1,070) with the na.tionakf
gdrmmstranons for which they are a substitute? Similar difficulties arise
if one attempts to compare the quality, technical level and efficiency of
the;e systems. The senior levels seem on the whole to be competent, the
main problems being the recruitment of staff at the intermediate lieveis
and the development of a strong and durable administration.

33. However, the recruitment difficulties can also stem from the general
lack of qualified personnel from which the less-developed regions are
suffering. In such cases, the national administrations are hesitant, indeed
reluctant, to part with certain competent officials even for limited ’periods
Thqre may bfa ‘more or less acute and jealous competition between thf;
national administrations and the joint administration, with each of them
trying to offer comparable conditions. Effective training of key staff is one
of the essential factors for regional development. - k

3{1. In comparison with the co-operation agencies, the integration
groupings posscss community institutions that have greater independence
and powers aqd carry more weight and the political leaders, ministers and
even the .pres_sldents themselves play a more active and important role
They ordinarily act by unanimous agreement, but two exceptions to this
rule h'ave alreagiy been metnjoned: the majority rule of CACM’s
Executive Council, and, even more important, the qualified majority rule
of the Andean Group’s Commission.

35. Apart from these levels, two EAC bodies—the Legislative Assembly
f.md the Court (not get set up)—have no equivalent in other groupings
T hq c_astabhshment of legislative assemblies in other groupings with differen£
political systems mjght give rise to problems at the present stage of develop-
ment; bt_lt a qumal body might become necessary with the progressive
Increase in activity at the regional level.

B. Advisory hodies, specialized organs and commen services

1. ADVISORY BODIES

36. All the groupings have a system of advisory bodics composed of

[ government experts that is designed to associate authorities in the naticnal

aglministrations with the study and drafting of joint instruments! At the
hlghegt level are the two EAC Councils (the Economic Consultative ‘and
Planning Council and the Research and Saocial Services Countil) on which
the Community and national ministers sit with purely consultative functions.
Thesc,_ however, are the exception. More numetous are the organs cofhposed
of senior officials in different sectors: for example, in LAFTA the Council on
Financial and Monetary Policy and the Industrial Development Commission ;
the Transport and Communications Commission in the Maghreb Group;

the ASEAN____Committee on Commerce and lndustry;‘fihe councils and
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committees of planning directors in the feur integration groupingsﬁé’? and
the seven councils set up by the Andean Group Commission. In short, a
tairly dense network of commissions and committees surrounds the prin-
cipal institutions./>
37.7Although these bodies composed of official representatives are
. numerdus and differ little from one grouping to another, the organs which
: bring together private interests are few and-far-between. There are the
LAFTA Consultative Employers’ Commission and Workcers® Commission
{not currently functioning), and the sectoral meetings. These meetings, which
are attended by industrialists from different branches of industry, are the
novel and dynamic clement in LAFTA. By making for closer relations
between economic agents in Latin America (17 meetings in 1970 attended
by more than 700 persons and 22 meetings attended by 732 persons in 1971),
they enable the private sectors to exchange views, to play an active part in
preparing and advancing projects (e.g., tariff concessions and comple-
mentarity agreements), and to facilitate the adoption of projects by ap-
proaches to their governments.. The frequency of these meetings and the
pace of their activities have increased despite the difficulties the Association
is experiencing.. They are, moreover, responsible for initiating most of the
new complementarity agreements. This is an original example of an effective
and appropriate association of the private sectors with joint activities.

‘ .38. The Andean Group has convened an Economic and Social Com-
* mittee, comptising both management and labour. /When it met at Lima-in

March 1971, this Committee addressed several recommendations to the

Board and the Cominission concerning the study of problems conngcted

with wages and accidents (the Board), the establishrient of a Social Affairs
Council, which was set up in July 1971 by decision 39 of the Commission;
and the inclusion of experts appointed by the employers’ associations and
trade unions in the councils responsible for the harmonization of economic
policy and the co-ordination of development ptans.#The purpose of the
Committee is to analyse the Board’s proposals before they are transmitted
to the Commission, to make its views known through recommendations
addressed on its own initiative to the main institutions, and to assist them
whenever they request its advice. The -Committee-adopts. its reports-and.
recommendations by a two-thirds majority vote of the members present.
1t held its sccond session in October 1971. Another original feature-of the
Andean Group is the distinction drawn bettween subregional experts,
i ity, ;and official or government

&

I

EAC do 1ot in principle associate persons other than official experts with

. of CACM, the private sector is closely associated with the activities of its
" institutions gh various working parties.
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Lf’?omrast to these forms of consultation, UDEAC and._-éspccia-l_ly i

their work. These two groupings have no organs whose membership :
consists of representatives of the economic and social sectors. In the case |

tation of independent or private experts and of repre~ |

sentatives of professional organizations or the private sector with the ;

. preparation and implementation of decisions, through advisory bodies |
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or ad‘ hoc groups, is to be found, with some variations. in all the Latin |
American groupings. The other groupings resort to this Eorm of consulta-
tion only .very rarely, but the practice of consuiting public administra-
tions and government experts is well developed in them all.

2. SPECIALIZED ORGANS

41. These bodies are established for a twofold :
or complemeult the activities of the main institutions, 5;1 fﬁ()tslfe C;c;ﬁs%x;ptohr;
comglementgmy and clearing agreements in LAFTA. or to decentralize
certain functions and make them more specialized and ’autonomous which
is the purpose of the Maghreb Groups CEIM and COMALFAm:«whose
operations are now limited; in ASEAN the Committee on Tourism reflects
the tendency towards specialization while the Joint Fund provides backing,

42. The size of these bodies varies in the different inte ration i
They are smal_[ in UDEAC, which, in addition to an acc%unts agézggnilg;s.
a novel organ in the form of a Solidarity Fund whose purpose is to com, en-
sate for naturai imbalances within the Union. On the other hand UDEpAC
has no development institute, although this seems necessary for thé planning
it proposes to undertake. The position is the Andean Group is similar
on the whole, as it has very few specialized organs; for the preparation of
its development strategy, for example, the Board has to caif upon ILPES
S:mafa;‘ly, the Andegn Group relics on ADC, whose aim is to promote the.
execution  of _multinational projects and modernization programmes
Similar ﬁnancmg and promotion organs have been set np in EAC (thé
East African Development Bank) and in CACM-CABEL

43. These are the two groupings in which the most
ment of specialized organs has taken place: iCAP, the Mglnaertlzc:;;! gi‘:;zs-
ICAITI, and the Clearing House. However, the densest network is in EAC,
wh:er_e a score or so_of specialized institutes and services cover such various’
activities as industrial, agricultural and forestry research, medical research
both general and specialized (malaria, leprosy, virus diseases and tuber:
culosis), veterinary research and specialized services and departments
metcorolc_}gy, royaltics, civil aviation and Customs duties. These are in tl;‘
line of historical tradition in East Africa. ‘ )

3. COMMON SERVICES

44. There are no common services in th i i
. : € co-operation groupings
or in the recently-established Andean Group. They arg rare in cI_H)é)/’\(g:S
gherc !the Joint Central Bank‘ seems to be encountering difficulties. In,
entral America, COCESNA is an example which might be followed in

posts and telecommunications, COCAAP and .
electric power. , over the longer term, in

45, EAC, wh:cljx.has an extensive network of ecommon services. is

- . . D *
an exception. In addition to the numerous specialized institutes and organs
’
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other important activitics in the Community are performed by‘commﬁi(l!

services or departments: the joint tax and Customs admmzst]c'latlc:)l:tsé znd
i ion ailways, aviation, ports, and posts an

the four major corporations for r . ‘ 08

telegraphs, which comprise almost 70,000 persons. In lshto;tlt.aociw:;;s 012
i reas as rt, communications and taxation

such essential arcas as transport, | i o

ic i vide a firm basc for solidarity an
common services, which thus prov; n solid . /
possibility of disi’megration. This is an original contribution to the integra

tion cxperiment.

C. Co-ordination at the national level and professional organizations

b, CO-ORDINATION

46. The simplest form of co-ordination is that practised in the Mails;:}::::
Group where the Minister of Economic AfTairs or_rat}}fﬂ" onfrripcs son
designated by the Minister in each ministry of economic a ;dlr,s C‘tqriats ut
this function. The importance and structure of the national acclrcé écretary-
the ASEAN countries ranfe fromb?k;,! appctm:)t;nzntd(;; :rgi’gggzaof eretany.
General (Thailand) to the establishment rt | ASEAN

Ministry of Foreign Affairs (Indonesia). For lack o
igrﬁzi g‘gg:ﬁzation tli:se national s;cretariats have'::iujilqlf:txl;}ions, for
they perform the same tasks at the national level and in ASEAN.

47 Co~ordination in the Ej C countries is pragmatic, and is :::;:lzf!i%

" ensured by the presidential secretariats and by mtermlm.‘st?a] fcg‘t'g’{g,ji;rthe
.and groups. Owing to the leading part played‘by-_the _He? Jlo ate in the
iintegration of both EAC and UDEAC, co-ordination in the aftt%r.. a Laken
‘asimilar path although in a different-manner. The smuiar;(tiy of t ;: rﬁgn ons
‘taken by the national delegations; which can be ob§erv§ ‘bevetr}l] : UDgE the
?experts, gives some idea of the f‘co-ord_;naﬂon achieved by

countries. . o
48" In the Latin-Américan countries co-ordination is more m'stzlttglodt}gsl.
The members of LAFTA and the Andean Group have specia t'01lo;
" national commissions,” and iep;trtiments o;n;?g?étlfl;c:.scgoéré?gi%rgnlz:t o
ig d these are the bodies resp -ordins ;
gg':;"gf ,;_r,?xd;"l"znand the Andean Groupgln the Central Argu:ncant %c:}untfl ::
“~{hiere are departments and vice-minister$ Tesponsible for integration q

countries regularly consult-the private sector and .pr'ofcsmonai organizations
are fepresented -on some of the national commissions.

2. PROFESSIONAL ORGANIZATIONS

49" The existence of regional profession_ai structures is one ;lndzctzil‘tf?éczf
the degree of integration attaineq. In pr;lnmple, as regso;?hait; ationa;
% community powers and their efTect_s increase, it may be assume: hat nagional
| professional associations will decide to form regional organizations.
i

1
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tions. All-these-bodies in-the. LAFTA, the Andean-Group-and CACM~—

" ever, this assumption is not aliogether valid in the groups that have been

- studied.”)It is not borne out in the Maghreb countries and ASEAN, where
* the lack™of regional associations, except for the Confederation of Chambers

of Commerce of the ASEAN Conntries and the ASEAN Tours and Travel
Association, reflects a low degree of co-operation. The situation in EAC and
UDEAC is even more extreme: there are virtually no regional professional -
organizations'in these communities apart from a few labour unions in the )
context of the EAC commoiservices and meetings of chambers of commerce
or'of industry in UDEAC, 74 ,. . oeh f Bs

50. The paraltel between the degree of regional activity and the number :
of regional associations is even more cvident in the Latin American group-
ings. Of 15 associations in LAFTA, whether genéral, such as AILA, or
sectoral such as ATLA, some play an active part in trade liberalization or
the conclusion of complementarily agreements. Thus ALAINE, ALICA and
ALIPLAST hold sectoral meetings; while ALAMAR, is co-operating with
the excculive secretariat in the preparation of a study on transport based
on unitized methods of cargo handling and the use of coniainers. The
financial aid which IDB is furnishing to ALAMAR is administered by the
general secretariat-of ALAMAR, while the Executive Secretariat of LAFTA
plans and directs the technical work. The two secretariats jointly ensure co-
ordination:® In CACM, the professional federations, such as FECAICA
and FECAMCO, together with some 10 sectoral associations, are actively
participating in the integration process.

.57 In the Andean Group professional organizations are taking shape;

and, as the different sectors are affected by joint decisions and programmes,
they tend to establish organizations at the Andean Group level, particularly

~ as the Board’s policy is apparently to give priorily to the proposals and

views of subregional groupings. Sectoral programming is likely to hasten

" this process, which can already be observed in the textile sector, the pulp

and paper industries, the glass industry, the metalurgical industry# and
in other fields which-are-affected .or- will-be-aflected-by-joint..decisions,

such as the road transport sector 3 Lastly, the establishment of such groups

may also stem from an attempt to reorganize preduction or distribution

- at the regional level, or more simply from the need for information, for a
i minimum of co-ordination or for joint defence of their interests. |

—— e i i h

ol

¥ There are more than ;3/00 socio-economic groupings in the European Communities
(see J. Meynaud and D. Sidjanski, Les groupes de pression dans la Cormumauté euro-
péenne, (Brussels, Institute for European Studies, Free University of Brusseis, 1971). )

* See LAFTA, Sintesis mensual (Montevideo), No. 73 (July 1971); pp. 346 e seqi

" The Confederation of Metallurgists of the Andean/Area, which wag set up by
the Congress of Metallurgical Industries (Santiago,” 16-22 August A971). (See Andean /
Groupy Carta informativa oficial de la- Junta del Acuerds de Captagena (Lima), No. 6
(August 1971}, P33 d :

£ Andean Group, Céf'ra informativa oficial ;. ., op. eit., No.{'“lz (April 1972), p. 8,

103




Chapter I

COMPARISON OF DECISION-MAKING PROCESSES

A. Latin American Free Trade Association, Maghreb Group,
Association of Sonth-East Asian Nations

1. DISTRIBUTION OF POWERS

52. The difference noted between ASEAN and the Maghreb Group
on the one hand and LAFTA on the other in tpeir aims, degree of effective
co-operation and institutions is reflected also in their powers. The forrger
two groupings have only the power to make proposals al}d‘recomm;.n a-
tions—except for certain measures taken .b‘y the specialized b9 ies---
whereas LAFTA may also take binding decisions, Moreover, the distribu-
tion of powers in LAFTA is outlined in the Montevideo Treaty and th}{:
additional protocols, whereas in the other two groupings the approac
is pragmatic and by successive stages (dec]arz.m_ons, agreements or proto-
cols of agreement). Thus the Conference of Ministers qf Economic Affairs
and CPCM, and the ASEAN meetings of Foreign Ministers or of uattm}a}
secretaries, have no specific function; nor has the LAFTA Executive
Secretariat. .

53. In ASEAN and the Maghreb Group, all projects and p.ro.posz‘ils
must as a general rule be approved by tpe Conferenc:e or the er:_t§ter1a;
Meeting. Preparation, study and co-ordination are the responsibility o
CPCM and the Secretary in the case of the Maghreb ‘Group, and of the
Standing Committee, the Meeting of National Secretanes-l(}e.neral and Fhe
Secretary-General in the case of ASEAN. In i_)oth associations they are
assisted by a network of commissions and advisory committees. Bet?:veen
the Meetings of Ministers, the Maghreb and ASEAN Committees arc?
empowered to take decisions on certain matters. .In LAFTA, the powers
are less concentrated at the top, and better distributed and co-ordinated.
Thus, alongside the Council of Ministers_, the Conff_:rcnce continues to act
as a tariff-negotiating body. The Standing Executive _Comm_ltltee has,_ in
addition to its function of drafting decisions, a certain dec_ls'mn-makmg
power of its own in questions of implementation and supervision, as well
as powers delegated by the Council or the Conference. ‘Its exccutive secre-
tariat also services the main institutions, participates actively in the drafting
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of decisions, prepares studies {e.g., the study on containers), and organizes
sectoral meetings and meetings of commissions and working parties.
Although the Executive Secretariat thus has a certain amount of indirect
influence, it is closely supervised by the Standing Executive Comumittee,
which, in practice, occupies a central place in the decision-making process.

2. STAGES IN THE DECISION-MAKING PROCESS

(a) Origin

54. Proposais generally come from the Governments, which make them
either directly or through intergovernmental bodies or advisory commissions
composed of government experts. It is rare for proposals to come from the
private sectors which can, however, address themselves to the ministries
of economic affairs in the case of the Maghreb Group or pass through the
national secretariats in the case of ASEAN. In one exceptional case, some
private-sector organizaftions submitted their proposals directly to the
ASEAN foreign ministers. It should be noted that CPCM, the secretaries-
general and the Standing Executive Committee are the main channels for
transmitting proposals and projects. One difference between LAFTA and
the other groupings is that in LAFTA proposals come mainly from private
sectors participating in sectoral meetings !* and sometimes directly from the
Executive Secretariat itself, although the latter also has the possibility of
introducing some of its ideas through the consultation machinery or even
through certain members of the Standing Executive Committee,

o

i (b) Stage of formulation

55. In the preparatory stage the leading part is played by the permanent
institutions, ie., CPCM and the Secretary in the case of the Maghreb
Group and the Standing Executive Committee and the Executive Secretariat
in the case of LAFTA. These bodies establish guidelines, obtain opinions
from the commissions and committees, and draft proposals in proper
form, modifying them where necessary, In ASEAN, where there is no
central organ, the process is less determinate, since it lacks a general frame-
work, continuity and continuing technical support. The national secretaries,
the commissions and committees, and the Secretary-General therefore all
play a role, but the chief part appears to be taken by the meetings of national
secretaries who supervise and co-ordinate the work of the commissions,
submit comments and recommendations to them, cstablish priorities and
submit various projects and proposals, together with their recommenda-
tions, to the Standing Committee. Thus these meetings of national secre-
taries, followed by meetings of the Standing Committee, and the meetings
of the Standing Executive Committee and CPCM are the main sources or
channels of projects submitted to the ministerial institutions,

11 See above for the example of an initiative due to ALAMAR.
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36. If there is a certain similarity between these various processes,
this is due not only to the central organs of the Maghreb _Group aI}d
LAFTA, but also-to the relatively small number of_ persons mvolv.ed, m
the three associations, at different levels and stages in the preparation of
joint decisions. This nucleus of participants is es_trengthened,' where ap-
propriate, by other official or professional organizations: the United Na.txonsi
Team in ASEAN, UNDP in the Maghreb Group and regional professiona
organizations in LAFTA.

(¢} Decision-making stage

57. Although as a general rule the final choice.and approval are
vested in the ministerial bodies, the organs or meetings preparing the
decisions exercise an undeniable influence at this vital stage. Propgsals
unanimously recommended by a committcj,e and by the meeting of natlpnal
secretaries and accepted and then transmltted.b'y the Standing Committee
of Ambassadors to the Meeting of Foreign Ministers have every chance of
being approved.!?

58. In Maghreb practice, CPCM—represented by one of its members—
and the Secretary attend all the sessions they havg prepa}red and follow t_hﬁ
process closely at the frequent meetings. In addition, in accorc}ance wit
rule 4 of its rules of procedure, CPCM hold§ a special meeting during
the three days preceding the Conference of M1mster§, in the same piaﬁe
where the Conference is to be held, in order to ﬁqahze the Conference’s
documentation, all the elements of which have previously been sent to the
governments.*® At the actual decision-taking phasq, CPCM and its secretary
are present at the Conference of Ministers, which has a heavy ag.enda.
It has to approve not only the proposals of CPCM and the cpmmltte?:s,
but also the measures, work programmes and budgets of specialized bodies
such as CEIM.

59, This part is played in LAFTA by the Standipg_ Executiye Comn}xmc
and the Executive Secretariat, the former exercising continuous inter-
governmental control and the latter fulfilling a tgachmcgl and admimstratwe:,
function, In the final stages of this process, in whsg:h the governments
participate through their representatives in the Standing Executive Com-
mittee, the Council often merely gives formal approval to the draft reso¥u-
tions or agreements unanimously recommended by the Standing Executive

% See the document presented to the Seminar on the Institutional Framework of
Econo:rslic Integration am%ng Developing Countries {Bangkok, 1'{-26 Januar_y 1972),
by Miss Tang Ling Ling (Singapore), “Comm.entsg oE‘_the representative <_)f the.Smgaptpre
ASEAN National Secretariat on the study of mstxt}u‘lonal‘gspepts of regional integration
among developing countries by Professor Dusan Sidjanski (mlmeog.raphed), g 6. -

“From past experience, a recommetidation formulated by a Permanent Commi [elze

reflecting the views of all delegates of the Pernglent Committee is normally

approved by the Foreign Ministers in the same form,

18 See El-Kasri, “Les méthodes de travail des 9onférenccs mag‘hré.bines” in "‘S'émi-
naire des experts maghrébins sur les techniques juridiques de la coopération maghrébine®.
Tunis, 27-30 January 1971 (mimeographed), pp. 5-6.
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Committee. At this final stage, however, LAFTA differs from the other two
groupings in that the process does not necessarily terminate in the Council,

since decisions can be taken both by the Conference and by the Standing
Executive Committee.

60. The procedure is undoubtedly an important aspect of the decision-
making process: in principle all advisory organs forntulate their opinions
or reports by a consensus of their members. In the Maghreb Group and
ASEAN, unanimity is customary in CPCM, the Meeting of National
Secretaries, the Standing Committee and at the ministerial level. In practice,
these bodies do not vote like international organizations, but try to reach a

consensus. Projects which do not receive unanimous approval are shelved
or postponed to a later meeting,

61. When projects are being selected in ASEA N, priorities are estab-
lished according to the following criteria :

(a) Feasibility for immediate implementation;

(&) Quick yields in fruitful results:

(¢) Benefits accruing to all participating members;

(d) Minimum financing; and

(e) Furtherance of the objectives of ASEAN .1

62. The procedure in LAFTA is slightly different: resolutions are
adopted by a two-thirds majority without opposition. In other words, this
procedure gives a veto to any one of the 1] members. In practice, therefore,
a consensus Is the general rule, although abstentions are allowed,

3. SCOPE OF THE INSTR UMENTS AND APPFAL PROCEDURES

63. In passing through the various stages, a project is subject to all
kinds of changes; it may be amended or it may be the subject of reserva-
tions in any organ. In ASEAN, for example, an agreement reached at one
level can be subject to reservations which may later be modified, withdrawn
or even sfrengthened or replaced by other reservations. This would
seem to indicate a certain lack of co-ordination, continuity and
consistency which is to some extent offset by the work of the national
secretariats and the committees. In the two other groupings these defects
are attenuated by the action of the permanent bodjes and by intergovern-
mental consultations. Where, as in the sectoral meetings, experts from the
private sector take part, sudden changes can be avoided through continuous
co-ordination between the Standing Executive Committee, the execution
secretariat and the professional organizations. From observing these
processes the empirical rule can be drawn that the more difficult it is to
reach a compromise between divergent positions, the vaguer and less precise
the resulting instrument is likely to be. ASEAN and the Maghreb Group

M See UNCTAD, “Report of the Seminar on the Institutional Framework of

Economic Integration among Developing Countries” ({TAD/EI/SEM.1/3 and Corr.1),
para. 59A, p. 11.
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tend to state general principles rather than specific objectives, whereas in
LAFTA the resolutions tend to be vague because consensus has to be
reached among 11 members, The requirement for unanimous agreement
of such a large number of participants often leads to compromises reflecting
the lowest common denominator.

64. To facilitate comparisons, a distinction can be made between
internal instruments addressed to the organs and which are binding in the
three groupings, and instruments which are intended for the member States.
The first are decisions to establish commissions or consultative bodies, or
instruments containing instructions and directives from the Council or
Conference of Ministers to other bodies, particularly the Standing Executive
Committee or CPCM. Instruments of the second type which are adopted
in the three groupings are recommended agreements and protocols. In the
Maghreb Group, profocols of agreement and ministerial declarations are
not subject to ratification but are signed by the ministers and sometimes
approved by the Governments. In ASEAN recommendations are the general
rule, although a few agreements have also been concluded: in principle,
when a recommendation is approved by all the member countries, its
implementation becomes mandatory upon all members. If a member decides
to abstain, its abstention is recorded in the text of the recommendation
(examples of agreements: the agreement establishing a Joint Fund which
required only the signatures of the member States to bring it into force, and
the agreement on the commercial rights of non-scheduled air services which
requires the deposit of instruments of ratification. Whereas the forms and
requirements may vary in the Maghreb Group and ASEAN, LAFTA applies
the more cumbersome procedure of requiring every protocol to be submitted
for ratification by member States. This difference is largely offset by the
existence in LAFTA of resolutions with binding effect, which are rare in
the Maghreb Group (the Committee on Rail Transport) and in ASEAN
(the management committees of the Joint Fund).® The resolutions of the
main institutions, and of the Standing Executive Committee in particular,
are binding where they concern liberalization or where they are intended
to secure the fulfilment by member States of their commiiments. In LAFTA,
moreover, the process has been made more effective in certain cases through
the conclusion of agreements directly between public institutions, such as
Central banks, agreements whose implementation is facilitated by the
issuance of administrative instructions.

65. The practical difference between ASEAN and the Maghreb
Group on the one hand and LAFTA on the other is also reflected in the
situation with regard to penalties and appeal procedures, which do not
exist in the first two groupings and are still far from perfect in LAFTA.
The difficulty is that a member State which has not carried out its commit-
memnts can veto any measure which the others might wish to take against it.

15 'I:he management comrmitiees of the ASEAM Joint Fund have not yet been set
up. Their functions are at present being performed by the Permanent Committes on
Finance.
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;I}‘lo remedy this deﬁciency, LAFTA has developed flexible machinery for
i ¢ settlement of disputes which provides, successively, for direct negotia-
ion, appeal to the Standing Executive Committee and, lastly arbitration.

4. EXAMPLES OF PARTICULAR PROCESSES

(a) Process of liberalization

66. Since it has no automatic procedure, LAFTA, which i

group carrying out liberalization measures, conducts’tagghn:esg;?izgonxg
on the basis of national schedules and a common schedule, In the case of
the natlo_nal schedules, the national committees or secretariats undei;take
consultations, study the suggestions of the sectoral meetings and prepare
proposals, Contacts between Governments then take place, but the schedules
are generaily exchanged only in the Conference, which is t};e forum for inter-
governmental negotiations aimed at reaching an unopposed two-thirds
majority agreement. Despite the participation in this process of the sectoral
meetings,*® and hence of those directly concerned, it has not been possible
to overcome all its shortcomings, These include—besides difficulties which
on several occasions have paralysed the machinery—the cumbersome nature
of the procedure (whlc.h calls for the multilateralization of bilateral negotia-
tions); the le}ck of specific obligations (which leads to liberalization primaril

In the marginal sectors); the minor role played by the Executive Secrctariaz
and even by the Standing Executive Committee; and the fact that the results
tend to reflect the lowest common denominator. The process for negotiatin

the common schedule is not fundamentally different from that adopted fo%
the national schedules: the more active role played in it by the Standin

Executive Committee, assisted by the secretariat, has not prevented crise%
such as the present one from arising. LAFTA’s experience has prompted
the members of the Andean Group to establish an automatic mechanism

for liberalization and a virtuall i i
y automatic one for the est
common external tariff, ablishment of the

(b} Decision-making process in the industrial sector

67. The present mechanisms offer few points of co i
absence of any operational bodies, a Joinz Funfc)i has been crggiea(??ﬁ ]RSIE‘JI}\?
So far as the granting of funds is concerned, the decision-making process.
follows thf: general pattern : it starts with a request for funds from a member
State,_which trapsmits the request through its national secretariat to the
Standing Committee. The latter, with the assistance of the national secre-
taries, submits the request for approval to the Foreign Ministers TheM nes-
ton 1s at what point a competent technical body (e.g., a committée of eg ert
economisis), capable of helping to evaluate and select the projects, cé)uld

16 See part o f thi agls: i
o LAFTA.p ne of this study, paragraph 8, which refers to the sectoral meetings
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intervene in that process. More attention has been gjvgn to technical aspects
at the implementation level: the memb'er‘s of the joint management com-
mittees may be experts; the fact that decisions can be adopted b}.,' a ma_mfntl){
of the members present and voting ensures mos‘c_cffect:ve operation o a1
these bodies; and the committees will be Tesponszble for preparing annueﬁz
forecasts for the ministers and for submitting quarterly reports on progress
in implementation to the Standing Committee. The selection of projects
and the study of thesc reports are new fu'nctions for which appropriate
institutional and technical capacity is lacking.

68, CEIM and COMANOR, which hz:ive ipdepenlc(llent machiner‘ihtﬁ:
vised by CPCM, have their own decision-making process, i

iiesggzlres; ﬁtsyinto the general framework._ COMANOR, for which
CEIM acts as secretariat, has a numb}er of techmgal working groups fqr t_he
preparation of recommendations, which, after being adopted by a majo;ity
in the Board of Directors, are transmitted through CPCM to the Confer-
ence of Ministers for final approval. The work programme a_nd budget
of CEIM, whose main functions are research, assistance and project e:vaiuét-
tion, are prepared by its Director, who sub‘mlts them every year, with the
comments of CPCM, to the Board of Directors. After they have bec;ln
approved by the Board of Directors, they are submitted by CPCM to the
Conference for approval, following which t]?ey come into force. Thg Dlrectc;r,
appointed by the Conference, is responm_bifz, under the authority of the
Board of Directors, for the technical, adx_mmstratwe and financial manage-
ment of CEIM. Thus, despite its funciional autonomy, CEIM works 12
continuous co-operation with CPCM and must have its programme an
budget approved by the Conference of Mmlsf:ers. Thlg system is rcml_m?ce;lt
of the structure of the EAC common services, which are all ultimately
subordinate to the supreme body.

69. In LAFTA, complementarity agreements are the mechanism foir
industrial development by branch or sector. The halting of the iibera;
ization process has given a new impetus 1o this sec_toral_ 'for.m 10
co-operation, particularly as most of t}}c projects have the{r origin mlt_1§
sectoral meectings.'” These dynamu; bodies propose g!ra_ift agreements \‘a‘r‘n_c
are incorporated in the record signed by industrialists of the cou.(_gneg
interested in concluding them. After this first phase, the draft s gu.l?mltt;
to the Standing Executive Committee, wi}lch rules on its compatibi 1%. t
this point, government representatives in the Standing Executive 012:
mittee take over the negotiations on behalf of the Govemmenf;s concerneb ;
the agreement is then signed by those Governments and put into effect ty
decree. Although they at first lacked a proper structure, some ggreemenhs
now have their own administering bod}es‘ The Special Committee ?r the
Board of Directors decides by a two-thirds majority vote on thg measurlels
to be taken or the solutions to be adopted. funct:onal autonromy is strength-
ened by a greater decision-making capacity and by improved guarantees

17 See, in part one of this study, paragraph 8 (on sectoral meetings) and para-
graphs 9 and 10 (on complementarity agreements).
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of fulfilment of common obligations, and—what is an exception in

LAFTA-sanctions in the form of suspension of benefits may be imposed
by the body administering the agreement.

(c} Specialized organs

70. While there are very few specialized organs in LAFTA, whose
member countries co-cperate either at the inter-American level (IDB,
ECLA, OAS bodies) or at the subregional level, they promise to be a useful
instrument in the other two associations, although they proceed in a some-
what unsystematic way. Examples of such bodies are ASEAN’s Permanent

Comunittee on Tourism and COMALFA and the Committee on Rail
Transport of the Maghreb Group.

71. Although the Committee on Tourism has a permanent team headed
by an Executive Director and an Executive Secretary, it conforms to the
general pattern in ASEAN : firstly, it prepares draft recommendations which,
through the national secretaries and the Standing Comrmittee, are submitted
to the Foreign Ministers for their approval; secondly, the recommendations
thus formulated, calling, for example, for the organization of a tourist year,
are submitted to the Committee for implementation. Although it is too early
to assess the Committee’s contribution, it is already clear that this body, like
others, is beset by uncertainty, because of the system of rotation of head-
quarters which is applied in ASEAN at all levels.

72. The two Maghreb bodies introduce a new element in the decision-
making process. The Committee on Rail Transport may take unanimous
decisions which are applicable one month following their transmission to
the Chairman of the Transport and Communication Commission, to the
networks concerned, to CPCM and to the Ministers of Transport. The
Committee’s conclusions are formulated as suggestions, however, if their
implementation would have major financial implications for the budgets
of the networks, or would entail changes in the administrative and economic
system of the Maghrcb countries; in all other cases they take the form of
decisions. This process is outside the normal pattern, even though CPCM
is kept informed; it is the Directors-General of the railways and the Minis-

ters of Transport who participate in taking the decisions and in supervising
their implementation.

73. The substantial powers given to its Board of Directors and Chair-
man are a particular feature of COMALFA, which appears to be barely
functioning at present. COMALFA has exclusive responsibitity for the
marketing of alfa, and the Board of Directors unanimously determines each
country’s quota and fixes the floor price. In respect of contracts concluded by
COMALFA, the Chairmnan allocates the orders so far as possible in accord-
ance with the customers’ wishes and within the guota limit set for each
country. Marketing sales, distribution of quotas, the fixing of floor prices
and the supervision of these operations are thus the responsibility of a
specialized body, whose decision-making processes only rarely follow the
usual model, The statutes of COMALFA were approved by the Ministers
of Economic Affairs at their meeting from 25 to 27 May 1965 at Tripoli;
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i les of procedure provide that any disputes will be submitted to
aCnPdCHI\; ;:)]rczrbitfation._ The[;e are the principal links with the ‘Con.ferencc
and CPCM, since the Board of Directors of COMALF{X appoints its own
Chairman and approves its budget on the Chairman’s proposal. Being
soundly conceived COMALFA at first produduced good resuits. However%
following the contraction of the foreign markets, the ﬁfth Conference ©
Ministers of Economic Affairs of thf: Maghreb Countries adopted a new
approach aimed at the industrialization of the alfa sector.

(d) Compensation mechanism

74. Only LAFTA has a compensation mechanism in the form_oih';a

agreement between the central banks, for LAFTA has a‘ctuallly cmbur;w |
on trade liberalization. This mechanism is interesting from iwo a*n.g‘u.s(i
the particular process which led to the conclusion of thq_agreemgn., dl;i
the operation of the mechanism. In the stage of preparing decisions, t.c
main role has been played by the Council for Financial anc_:l‘ .Monetally
Policy, the Executive Secretariat and the consultative commissions. g;s
process started when the demand for services in the trade-payments fie
prompted the secretariat to convene a meeting of about 80 rc?prescntaftlv;:s
of commercial banks in the member countries. With the assistance of the
Executive Secretariat, these representatives fornr.ml‘ated suggestions on 1_:he
payments problem. After screening by thi Commission on Monetary Affafrs,
these suggestions were examined by the Council for Financial and Mogetéry
Policy, which submitted them to a group of central bank_experts for stu ‘yi
The conclusions of this group were consadered_by a meeting of commercia
banks and then by the Commission before betpg submxt_ted, together w1t!1
various comments, through the Standing Executive Commﬁtee tothe _Counc;i
for Financial and Monetary Policy. This process, wh;cl_l stayted early in 1965,
ended with the approval given by the 'Councﬂ for Elpanial and Moneta(?f
Policy in September 1965. The following characteristics should be noted:
the process took place outside the main institutions, the e_ssentlai role.bemg
played by the Council and the Secretariat, a.smste,d by private bankers and
the Commission on Monetary Affairs; in view of the membership of the
Counci! (presidents and managers of central banks), the Stanc‘img Execuu;c
Committee played only a minimal part; and, lastly, mention shouid_ e
made of the speed with which the central banks set up this mech_amsmi
As regards the operation of the agreement, the balances of the reciproca
credits between central banks are cleared every quarter through the Central
Bank of Peru and its correspondent, the Federal Reserve Bank of New York.
This multilateral compensation, operated in this simple manner, has pro-
vided, in the present trade situation, an effective solution to the payments

problem.

{e) External relations

75. In ASEAN, the process of co—ordination. and cpnsuitation is
essentially pragmatic, particulasrly in the various mt_emanonal forums,
including the United Nations, Consultations with a view to presenting a
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common front are more systematic at the ECAFE level; on the other hand,
relations with the United Nations Team are of a special character, the Team
acting as a technical consuitant to ASEAN, moreover the eniargement of
EEC has caused the members of ASEAN to undertake various joint repre-
sentations and to attempt to define a common position and policy. The
exercise of these functions, responding 1o needs that are both urgent and
shared, gave rise to institution of two co-ordination mechanisms, one at
Bangkok and the other at Brussels. In addition, ASEAN has proposed that
the dialogue with the Community should be institutionalized in the form
of a permanent liaison organ. In their relations with third countries, the
members of ASEAN are gradually establishing better co-ordination, in

some sectors according to need. This is a significant step forward in their
co-operation.

76. In the other two organizations, external co-ordination is stil]
somewhat loose, although it is based on permanent bodies, such as CPCM,
the Standing Executive Committee and the Executive Secretariat. In the
Maghreb Group, CPCM, whose role is mainly one of study and preparation,
does not seem to play an active part in relations with EEC, UNDP and
ECA. The situation is much the same in LAFTA, although the Executive
Secretariat sometimes represents the Association as an observer, particularfy
at the meetings of the Commission of the Andean Group. Although the
Standing Executive Committee maintains certain contacts, the co-ordina-
tion of relations between the Latin American countries and the Uhnited
States of America, the United Nations, UNCTAD and EEC is under-
taken outside the Association by CECLA,® with the assistance of the
Latin American Groups meeting in New York, Geneva and Brussels.
[n these three groupings, the degree of co-ordination in external relations
15, on the whole, unequal. In the case of LAFTA, the co-ordination is
ineffective or is ensured by outside bodies such as CECLA; in the Maghreb
Group it is limited to research work; while in ASEAN it is tending to develop
and take on an institutional form. In external relations, therefore, ASEAN
has reached a more advanced stage than the other two associations even
though the latter have, on the whole, fuller institutional structures.

77. These five examples of specific processes, which have just been
surveyed, vary from one association to another. In ASEAN and the Maghreb
Group, however, they are based on a pragmatic and fragmentary approach,
which makes them appear as pointers—in line with practical possibilities——
to more systematic co-operation in the future, In LAFTA, on the other
hand, they form a logical part of the system of trade liberalization, for
which they act as supplementary and supporting instruments, examples

being the multilateral compensation mechanism and the complementarity
agreements,

'8 The Executive Secretary of LAETA is responsible for liaison with CECLA.
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B. East African Community, Central African Customs and
Economic Union, Central American Common Market and Andean Group

P O

|. DISTRIBUTION OF POWERS

7 787 With the exception of the Andean Group, these groupings reveal,
~“on first examination, a considerable concentration of powers in their
supreme, institutions ; the-Authority, the Council of Heads-of State and-the
. .Central American. Economic Council. The distribution is relatively simple
_"in UDEAC and CACM. In UDEAC, although the essential powers are
vested in the Council, the Management Committee is empowered to deal
with questions referred to it by the Council. Under the Treaty establishing
UDEAC, the Management Committee has delegated powers, particularly
in matters connected with the Customs Union. In addition, it prepares
draft decisions for consideration by the Council. The Secretary-General,
for his part, has important powers of initiative, implementation and co-
ordination and is responsible for promoting policies in the industrializa-
tion and transport fields,
; 79. The distribution in CACM is similar] As-in-the-case-of UDEAC
. -and EAC, the Economic Council directs and determines integration policy,
co-ordinates it, takes basic decisions and arbitrates disputcs. As in the case
of UDEAC, the Executive Council plays a central role, but in CACM it
. has a number of powers of its own to which may be added tasks which the
| Economic Council may entrust to it. Apart from its right of initiative and
its role as a filter, the Executive Council takes measures to ensure that the
Treaty and the joint decisions taken are implemented and that the integra-
1 tion process proceeds smoothly. It co-operates, in its work, with SIECA,
| whose powers are less clearly defined. In practice, SIECA supervises the
. implementation of common rules and decisions, organizes meetings at
| various levels, prepares projects, drafts reports and carries out various
. tasks and duties that may be entrusted to it by the two Councils.

‘ 80, In EAC, on the other hand, the distribution is rnuch more com-
plex. A central role is performed by the Community ministers, who represent
the Community in the Governments and the Governments in the Commu-
nity. These ministers, the link between the Community and the Govern-
ments, play an active part in preparihg Community instruments within the
Committee of Ministers but also have departmental responsibilities in the
Central Sceretariat and are responsible for the administrative supervision
of both the gencral services and the common services. These functions of
the Community ministers encroach upon the administrative functions of the
Secretary-General, who, as general administrative head, provides the
secretariat for meetings and for the Community machinery. Despite his
key position, the Secretary-General appears to have lost something of
his powers of initiative except for his technical activities in fields requicing
a considerable amount of preparatory work, such as the planning and
industrialization sectors.

81. The Community structure is still further complicated by the exist-
ence of five councils with unequal powers: some of them have actual powers

i
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{Common Mar_ket, Finance and Communications), white the others have
only consultative functions (the Economic Consultative and Planning
Council, the Research and Social Services Council). These intergovern-
mental institutions, in which ministers in the different governments have the
dominant role, all have powers of initiative and are responsible for drawing
up proposals, but the first three can also take certain decisions and executive
measures. Although the Communications Council carries out over-all
supervision of the corporations, it is the Common Market Council which
has the most significant executive and supervisory powers to ensure the
eﬁ‘ec‘twe functioning of the Common Market. It can issue directives which are
binding on the‘Partner States and can adopt mandatory decisions and
measures. In this complex system, the legislative and budgetary functions
are assigned to the Legislative Assembly. The latter adopts the community’s
laws and budget, which are not executory, however, until they have been

approved by the Authority.

preparatory work as well as for execution and management. In the case of
decisions that are important or of general scope, the commission has to
act on a proposal submitted by the Board. The Andean Group machinery
is thqs endowed with more autonomy and with more important powers and
functr_o.ns than the secretariats of the other three groupings, and is thus in
a position to play a major dynamic role. ’

B3, This is because the Cartagena Agreement establishes a satisfactory
balance b;twceu the community machinery and the intergovernmental
organ, which are the two basic institutions. Their functional co-operation
encouraged by the Board, is the keystone of the Andean system. '

2. STAGES IN THE DECISION-MAKING PROCESS
(a) Origin

84. In EAC and UDEAC, the initiative can come from Heads of
State and Community ministers. It can also come from departments of the
secretariats, particularly in technical ficlds or where the Treaty establishes
obligations or lays down time-tables for common action, as in the case
of the establishment of the customs union in UDEAC, A; a general rule
commeon decisions originate in the official and public sectors; the private,:
sector can make its views known through the Governments.

35, Ip CACM, the power of initiative lics not only with the ministers
and coucils, but also with SIECA and private sectors as well. Although the
corresponding entities can also take initiatives in the Andean Group—e.g
Ministers of Foreign Affairs meeting outside the Group institutionsmiil.é
gi:smbutlon _of powers in actual practice differs from that in the other group-
ings: the prime mover towards integration is essentially the Board c‘which
submits proposals based on the commitments and time-tables laid d,own in
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s 82 The Andean Group differs from the other i i here

. oL groupings in that there

s clear and balanc;d division of powers between the Commission and the
~ Board. The Board is responsible for research, for making proposals and for



the Cartagena Agreement. In exercising its power of initiative, the Board
can act either alone or in consultation with Governments and experts.

(b) Stage of formulation

86. Although the principle of consultation is applied everywhere,
its practice varies from grouping to grouping, The differences are mainly
due to the institutional structures or to the types of experts consulted:
governmental or private.

87. In EAC, projects are developed in the Councils, with the active
participation of the Community Ministers and of departments of the
Central Secretariat. In principle, the competent Council in which an initiative
is introduced establishes committees and sub-committecs or refers it to
standing committees—such as the Permanent Common Markel Commitiec
—composed of government experts and of officials of the Central Secre-
tariat. These advisory bodies study the projects and prepare proposals which
gradually rise up through the various levels, if they are approved by the
experts or government representatives, until they come back to the Council.
The process is a slow one. The technical quality and coherence of the pro-
posals and of the views expressed by the participants, particularly the
Government experis, deserve to be mentioned.

88. In both UDEAC and CACM, the secretariats play a more active
role. They can initiate, study and prepare projects in co-operation with
groups or committees of experts and with the help of commissions and
specialized organs. In UDEAC, for example, the Secretary-General gives
his opinion on every dossier that he prepares and studies and this opinion
is transmitted to the Committee of Experts, the Management Committee
and even the Council. The aunerat principle is followed of seeking a consen-
sus at all these ievels, although, (o uvoid paralysis, disagreements al one
level can be submitted for decision to the next higher level. 1f an opinion
or project of the Sccrctary-General i, not unanimously accepted by the
experts, it can be referred to another authority. In some cascs, it is possibic
to request the views of international or foreign experts. The role of STECA
is just as central and active. In addition to conducting consultations,
STECA can obtain technical advice from speciafized bodies such 2s ICAITI
during this stage, Thus, the Exccutive Council rules on applications in
connexion with the integrated industries on the basis of a SIECA report
which includes an ICAITI opinion on the technological and economic
aspects of the application.!®

89. In addition to these resemblances, certain differences between
the two groupings should be noted: in UDEAC, only government experts
are, as a general rule, associated with this formutation process; their
action just prior to meetings of the Council and of the Management Com-
mittee has a direct effect on the ultimate decisions, CACM has two distinctive
fcatures : both official and private experts arc consulted by STECA. SIECA

» Sidjanski, Dimensiones institucionales.. ., op. cit,, pp. 130-131,

116

sometimes organizes conferences in which representatives of the Govern
ments, of regional and international organizations and of the rivat-
sector take part. Thus, the textile industry was represented at the Specon§
Central. American Textile Conference, while ACAMAR and the shippers
(Usuarios) 1ook an active part in the meetings held to assess the shippin

programme. At a later stage, when the Executive Council is coﬁsidering
?)fp:::éeit', it organizes n;]u; turn a series of official consultations in the form

rking groups, which are remini B
of working ogf e intscent of the work of the UDEAC

90. The Andean Group is developing consultation on a pattern close
te t_hat of CACM, while strengthening the role of the Board. The latter
retains control at the formulation stage, during which it can carryiout various
consultations : it can consult independent or international experts convened
in round-table meetings which enable it to identify the various possible
approaches and concepts; and it can consult subregional cxp\crts who
though qftcn belonging to national administrations participate in the’
consultations in their individual capacity. On the t;asis of the various
technical views expressed, a more accurate idean can be obtained of the
areas of possible agreement among the member countries, ideas can be
clarified and priorities can be outlined. These meetings a]’so prepare th;
consensus among the experts and constitute an informal apprenticeshi
proccss.for the national administrations. On the basis of this work thle)
conclusions of which arc recorded by the community adminis[ratic;n in
a memorandum, the Board prepares its feasibility study. Then Bcgéus. the
formal process of consulting povernment experts and employers’ and
workers’ representatives in the Economic and Social Committee. These
give their views in an advisory capacity, while the government .experts
begin de facto pre-negotiations. During this formulation stage, the Board
ca‘n_also'consu]t directly the Commission, the Governments (,)r their ad-
ministrations, {‘\lthough it takes due account of the opinions thus obtained
which c:nab]e it to adjust its sights, it is still, in the last analysis, solel ’
responsible fc_>r the proposal it presents to the Commission, The féct tin)tr
the proposal is usually the result of a conscnsus of its members empinsizf:s
the collegiate nature of the Board and gives the proposal more wcci Et
Neve{theiess, under the Cartagena Agreement, the members of the Bo%arci
may,_xf they all see fit to do so, submit alternative proposals which they have
u?ammously accepted. This procedure is designed to avoid both paral;sis
gecggiznt;c.}dy which is the prime mover towards integration and imposed

(c) Decision-making stage

91. This stage has, in fact, already begun in the meetin 3y
ment experts, As a rule, projects that have %cen unanimouslygzp(l)afrc%\(f)evdL ll?—
these experts encounter no obstacles at the decision-making stage, In EA(‘y
thi.’? stage is divided into several levels: firstly, that of the Co‘uncils 0?
which there are two kinds: the consultative Councils, that have po’wer
only to make proposals, and the Councils with decision~-making powers
Councils which have decision-making powers under the Treaty can either
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reacl a unanimous decision o, if there is disagreemcnt, submlt the mgtter
to the Authority for arbitration. These Councils sometimes constitute
machinery for the consideration and preparation of common ‘mst‘rumcnhts
which they submit, through their chairmen (Community ministers) to t e
vote of the Legislative Assembly and, lastly, the assent of the Authority.

92. A similar process, though rather simpler inlform, is to be found
in UDEAC and in CACM : the Management Committee and the Executive
Council play a role at this stage. They are empowered to produch a;lcts
or joint measures and, in the event of disagreement on some matfer, they
can submit it to the Council of Heads of State of UDEAC or to the Central
American Fconomic Council. In other cases, the Management Committee
and the Executive Council filter the projects put forward b)f th_e secre-
tariats and submit them in the form of proposals to the supreme institutions,
which take the final decision. In UDEAC, the agreement of the experts is
formalized by inclusion of the decision in liSt' A, which is simply endor;ssg
by the Management Committee or the Council of Heads of State. UDE A\
also possesses an original emergency procedur;,_whereby decisions can be
taken by direct personal consultation at domicile or by correspondence.

93. A common feature of all three processes is the appl.icatiou of the
unanimity rule at all phases of the decision-making stage, w1th_ one cxceg;
tion: a majority is sufficient in the Cen‘]t.ral American Executive Counci
for certain decisions relating to supervision qf implementation. Although
this rufe is quite common at the ministerial or Head-of-State level,
CACM has a distinctive feature: the decisions taken are frequently in
the form of a protocol which must be ratified by the parliaments of the
member countries. This feature, to be fognd oni_y_ in CACM, mdfcatcs that,
in this respect, that grouping is lagging behind the other integration
groupings.

94, In the Andean Group, the Commission acts on propqsa[s made by
the Board. In this unusual steucture, negotiations take place simultancously
between the member Governments and ‘bctween Governments and the
Board. The process of consulting subregional and governmental experts
has enabled the Board to discern the extent of. agreement among the
Governments. As in the case of the other groupings, if the government
experts agree, the Commission simp?y approves the proppsal. Although
a consensus among the experts makes it easicr to adopt decisions, the Board
may, if it so desires, submit proposals which are not basedl Ol & UNanimous
agreement among the representatives of the natzona[ aldmlmstral:ops. This
freedom of action is all the greater in that these official consultations are
carried out through the intermediary of the Board’s own staff, who do not
have authority to commit the Board.

95. The ncgotiations within the Commission, in wh}ch th_e Board takes
part, are often supplemented by bilatcr‘all contacts. During this process, the;
Board can, if it sees fit, modify its initial prpposai to take account o
positions which have bzen exposed and to facilitate adopuon. of its text.
The Board’s negotiating strength vis-a-vis the Governments is based on
its technical competence, on the coherence of its projects and the extent to
which they express the interests of the region, and on the confidence
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which Governments have in it. In addition to these factors, the Treaty
includes a safety device : the Commission may not amend or reject a Board
proposal except by a unanimous vote, Paradoxically, unanimity is used in
this case to strengthen the position of the community institution,

96. Unlike the other groupings, the Andean Group has opted for a
qualified majority procedure as a general rule in respect of basic and pro-
gramme decisions so as to guarantee the relatively unimpeded functioning
of the intergovernmental institution responsible for taking important
decisions. The Presidents of the Commission have wisely sought to avoid the
necessity of voting by always aiming at a consensus, but the fact that de-
cisions can be taken in many cases by a qualified majority encourages
Governments to accept compromises more readily.

97. This decision-making process differs from the model in the other
three groupings, which is markedly intergovernmental in character, The
Board assumes the role of prime mover that is clearly laid down in the
Cartagena Agreement; it has a considerable freedom of initiative and
autonomy, Furthermore, the whole formulation process is carried out under
the Board’s responsibility, although in consultation with subregional,
international and governmental experts. Once formulated, a proposal by
the Board carries a great deal of weight, especially since it is protected
against hasty amendment or rejection by the unanimity requirement im-
posed on the Commission by the Treaty. In addition, the qualified majority
which is all that is required for many decisions makes it possible to reach
a balanced consensus more rapidly and is also a protection against some
possible excesses. This mechanism, based on a balance between the sub-
regional body and the intergovernmental body, is not found elsewhere
in the integration arrangements among developing countries.

(d) The supervision and implamentation stage

98. In this stage, the Secretaries-General perform supervisory func-
tions in co-operation with other institutions. In EAC, the Secretary-General
maintains continuous supervision and submits appropriate reports to the
Common Market Council. The latter, which has supervision and control
responsibility in the same field, can take measures to ensure that the com-
mon rules are applied. Moreaover, in this complex system, the Authority

exercises over-all supervision of all the machinery and institutions and of the
common services.

99. The situation is no more clear-cut in CACM, where the Executive
Council and SIECA share the task of supervision. Both institutions
supervise the implementation of the Treaty, the protocols and the resolu-
tions, but only the Executive Council is empowered to take measures
necessary for the effective functioning of the Common Market. In
practice, SIECA and the Executive Council co-operate closely at this
stage as in the earlier stages, but the Executive Council and, in case
of difficulties, the Economic Council, are the only bodies with decision-
making powers. For example, on the basis of a report by SIECA, the Exec-
utive Council ruled against the 80 per cent duty on the selling price of
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alcoholic beverages which had been imposed by Costa Rica. The Executive
Council decided, at its twenty-second meeting, that these duties were not
compatible with the provisions of the General Treaty. Consequently,vlt
recommended to the Government of Costa Rica that it should reform its
system of taxes on alcoholic beverages.®®

100. In UDEAC, the division of powers between the secretariat and
the Management Committee seems more clearl}f egtabhshed. Thus the
Committee is responsible for supervising the application of the safeguard
clauses and for taking such measures as are required to prevent the diver-
tion of traffic (art, 40 of the Treaty), while the secretariat }_1as SUpervisory
responsibilities with respect to the Customs Unlon: It carries out a docu-
mentary check of declarations and the manner in which they are used. In the
field of fiscal legislation and of the single tax, it ensurcs that the commor
instruments are implemented, and can make on-the-spot checks. This direct
control by a community institution-—performed by secretariat inspection
teams—constitutes an exception.”

10L. In this regard also, the Andean model differs from those just
described. Responsibility for supervision is vested in the Board, which sees
that the Treaty is applied and that the dccisionslof the Commwsmn are
carried out (art, 15a of the Treaty). For example, it supervises the apphc;a-
sion of the rules of origin laid down by the Cpmmiss;on in acporda}ncc with
its proposals. In the Andean Group, the division of functions is clearly
established, and this further confirms the primary role played by the Board
alongside the Commission.

3. SCOPE OF THE INSTRUMENTS AND APPEAL PROCEDURES

(a) Form of the instruments

102. Under various forms and titles, we find what are, on the whole,
similar instruments. To different degrees and in a variety of ways, 'all
four groupings provide for both general and special vinstrume_nts wlth
binding force, Thus there are the community laws and acts in EAC, in whlch,
however, the Common Market Council is also empowered to address bind-
ing directives to the partner States to ensure th'at thlc Colmmon Market
functions effectively. This exception, taken in conjunction with the example
of the corporations, brings out the fact that there is no executive power
in other arcas of EAC activities.

103. In UDEAC, the acrs, which have the force of law, emanate
not only from the Council of Heads of State but also from the Management
Committes. The Council promulgates, as a rule, acts of general scope gnd
also acts on questions of great importance to the Union such as the reduction

# See SIECA, Carta informativa (Guatemala), No. 53 (March 1966), p. ¢ and No. 6}
{October 1966), p. 13, .

4 See in part one of this study (paras. 124-145) the section on the decision-making
process in UDEAC.
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of Customs dutics. The Management Committce is chiefly concerned,
apart from a few general decisions, with special decisions such as safeguard
measures. In addition, a point which should be emphasized, the Secretary-
General is also empowered to take certain special decisions of an executive
nature which have a binding effect.

104. The situation is similar in the Andean Group, where the Com-
mission takes decisions and the Board passes resolutions, both types of
instrument having a binding effect. The board also grants authorizations,
particularly in the case of resort to the safeguard clauses. Although the entry
into force of decisions is, in principle, automatic, it sometimes takes in
practice the form of national decrees which reproduce the text of the decision
as, for instance, in the case of the rules for foreign capital, The date of entry
into force is that specified in the joint decision.

105. CACM diverges here from the other three groupings: the
resolutions of its councils can be binding of implementation or control meas-
ures of an enforceable nature, or Central American Economic Council
instructions to the Executive Council or to SIECA are involved, In the case
of important decisions, however, the instrument used is the protocol, which
requires ratification by the member States. This is an instrument which is
hardly suited to the functioning of a common market for, by increasing the
safeguards given to the member countries, it slows down and restrains the
process of integration.2

106, There are two features common to these four groupings, as well
as to the three associations (LAFTA, the Maghreb Group and ASEAN),
which are worth noting: all the higher bodies have the power to issue
instructions, orders or directives to the other bodies; and use is also made
of various forms of non-binding instruments such as recommendations,
suggestions and opinions.

107. The publication of such instruments is either decentralized, as in
CACM and the Andean Group, whose member States are responsible for
both publication and dissemination, or, as in EAC and UDEAC,
through the medium of an Official Gazette, published by the Secretary-
General. In economic integration groupings, where common activities
and instruments tend to proliferate, the existence of an official gazette
can be a factor making for clarity and effectiveness.

(b) Direct effect of the instruments

108. Experience shows that, as the integration of a community pro-
gresses, the common instruments gradually begin to have a direct effect
on undertakings and transactors. This tendency, which has been noted in

# Sometimes, because of the delays which frequently occur in the ratification
procedure, the content of a protocol is no longer appropriate, at the time of its entry
into effect, to the situation it was designed to meet. Consequently, CACM requires some
means and decisions which will enable it to react promptly to changing situations and
to establish a longer-term approach.
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the form of sectoral meetings in LAFTA, is even more marked in integration
groupings. The situation is clearer in some groupings, however, than in
others. The tendency is observable in the Andean Group, where the develop-
ment of sectoral programming in particular should help to reinforce it.
Although they mainly concern the partner States, the instruments of EAC
affect citizens directly, since they have the force of law in the member
countries. EAC activities in connexion with the transfer tax—and the same
applies to the single tax in the case of UDEAC—have a direct effect on the
undertakings concerned. By definition, the common services and the cor-
porations establish a direct relationship with users, as witness, for example,
the taxes levied by a common service or the operations of the Railways
Corporation. Moreover, the common services and the corporations carry
out a number of operations (loans, acquisition of property, building)
which bring them into constant contact with undertakings and individuals.
In addition to these various external relations there are internal relations
with their own staff, who constitute a large group of wage-earners.

109. In Central America also, the effect varies according to the partic-
ular field involved. In particular, there is a direct eflect on integrated under-
takings and transactors which are affected by the various incentives applied
in CACM. In this connexion, the Executive Council is empowered to fix
price levels for the products of the integrated industries. The situation
in this respect appears clearer in UDEAC: important and general decisions
of the Council are often addressed to member States (e.g., a decision to
lower the common external tariff) but most of the Committee’s instruments
and decisions and those of the Secretariat have a direct effect on specifically
designated commercial or industrial undertakings. Direct relations also take

the form of direct supervision.

(¢) Sanctions and appeal procedures

110, There is generally no provision for organized sanctions except
in the form of a decision authorizing member States to suspend certain
offects or action called for under the common rules. Thus, in CACM,
if a State fails to implement a resolution of the Executive Council or of the
Central American Economic Council, the other member States may have
recourse to various measures of reprisal or retaliation such as suspending
free trade in certain products of particular interest to the State in question,
Such is the principle, but there are several exceptions. In CACM, if obliga-
tions under the integrated industries régime are not fulfilled, the Executive
Council may authorize the import of products which are manufactured by
the defaulting integrated industry. An even more direct sanction is provided
for in articles 12-14 of the Protocol to the Central American Agreement on
the Equalization of Import Duties and Charges (Protocolo al Convenio
centroamericano Sobre equiparacién de gravdmenes a la importacion).
According to article X1V of the General Treaty, if the Executive Council
becomes aware of an “unfair trade practice”, it is empowered to fine the
consignee of the goods an amount of $100 per gross kilogramme and 100 per
cent ad valorem. The sanction is applied by the Government of the country
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into which the goods have been impor i i
: en imported and can be imposed directly o
’tlix}j: undertaking, company or individual to whom the goods are consign)ezd 513
ese are rare examples of exceptional cases in which the CACM syste;n
provides for sanctions with a direct impact on undertakings and individuals

111, In EAC itself the general system is applied.

Counc.ll‘and, if necessary, the Authority addrg:g bind?élg r(&jzgglninn?:nlc\igirg .
or decisions to the member country which has infringed a common markléi
tule, The corporations also have an elaborate system of penalties. Thei
statutes contain provisions relating to offences, There are, for exami:le t}:r
provisions of part XI of the statutes of the Post and 'I"el’eo::ommunicat’ione
Corporation and part X of the statutes of the Harbours Corporation is
whlc}{ breaches and violations are defined and the corresponding penai’tie?.
are laid down. Thus, passengers who alter or forge train tickets are liable to
fines not exceeding 2,000 shillings or a term of imprisonment not exceedin
one year (art. 73). The authorities of the Harbours Corporation can a Ig
a broad range of sanctions in the exercise of their function of superviis)i%g
of harbou.rs : they can detain a ship which has not paid the dues imposed or
they can 1mpound.goods (arts. 44 and 48). These statutes also lay down
a number of sanctions, fines and penalties for various offences. Sanctions
are also prescribed for employees who commit abuses or misde.meanours‘
the unauthorized use of radiocommunications equipment, etc., gives risé
to a fine or to terms of imprisonment (art, 97); under articfes 92, 93 and 94
on the_ rules relating to electro-magnetic energy and to the us,e and sale
of equipment, the accused can apply to the Director-General for the case
to be r_eferred to the Court of Appeal, the constitution of which is governed
by article 95_. All these examples reveal the existence of a developed legal
}nacthery similar to that to be found in the member countries. In fag;t
n various areas of community activity {corporations, services 0} depart:
ments). EAC constitutes a unique example, both as regards the number and
size of the sectors covered and from the technical legal angle.

112, Although UDEAC, like the other groupings, has neither sanctions
agamst member States nor a broad system of penalties such as exists in
EAC, it nevertheie_ss offers an original example of a common system of
control and sanctions in the Customs field and in that of auditing the
accounts of undertakings subject to the single-tax régime and the régime
of taxation based on real profits. In these two areas, direct inspection is
carried out by the Customs department and the inter-State auditing team
respf_:ctwely: In .both cases, these inspections are carried out by community
officials acting in co-operation with the national officials, Furthermore
provision is made for fines and, in the event of refusal to pay, penalties,

are imposed either by the Management Committ ;
authorities or couits. & ¢e or by the national

113. Only the Andean Group_ does not provide for any form of direct
§an(ic:tions, the definition and application of sanctions remaining decentral-
ized and entrusted to the member States. Presumably, however, the

* Sidjanski, Dimensiones institucionales. . ., op. cit., p. 119.
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development of integration in different scctor}s( ‘will, in thfofruitl?(?\:i é?li};se
i i art 5 ions to undertakings, groups uals.
possible Lo apply various sanctions te ups Ot n
}it"k}\is conclusioL is based on the experience of the other groupings examined
above. .
114. Various appeal procedures exist in the four groupings: ;he Tt?:?f
commm; case is where a member State lodges an ap[iea_l :w"tfhhils (i:s 1{::l ter
al institution, sometimes through the sccrelar
governmental institu ) : _ e ot of
idespre 5 ; lied, for instance, 1 " !
a widespread system. It 1s applied, . : o o a0
to function. As in most of the groupings,
Appeal, however, has not yet begun ost Of (he BIouplnes:
sals or di ich have not been resolved at a iowe
appeals or disputes which oot olved e
i ighet ins if necessary, to the suj
mitted to the next higher mstance and, _ to . e o :
Similarty, if a dispute occurs between the Board of_Dx;‘cctors of a (,to;}sgtrte;e
tion and the Communications Council, the At_lthontly is L:[llui?eﬁlt)?)? d{i)sputes
: afin- i roupings, the settle Ispu
¢ matter. In the two Latin-American g s
gcl;mmenccs with direct negotiations, passes through the common institu
tions and may even culminate in arbitration.

115. In UDEAC, undertakings have, by way of ;:xcepti{]j)q, atnil:;ecgg
i i i icati f the single tax. Direct &
eal in connexion with the application o gle tax. peal
?:)Ir)gccdurcs also exist in EAC, as a counterpart to the obligz}u‘ons auilj s:(i)r;;-
tions imposed on individuals or companies by the corporalions anxam -
mon services. We have alrcady seen (in paragraph 111 above) an e p
of recourse to the Court of Appeal.

. From the foregoing, two conclusions emerge : appeal procec_iuge is
not l}itgéhin(l;rganized an%l the function is seldom entrusted to a spercila;hzgg
body. In principle, a member State may appeal but not the pger;qnsf Omtion -
takings directly affected. On the whple, the .orga}nizationfo t :s utm 0
lagging behind the general level of integration in these four groupings.

4. EXAMPLES OF PARTICULAR DECISION-MAKING PROCESSES

(a) Customs union and common market

117. In principale, liberalization, the estabhshme-nt dolf) athgu:;zgti
union and the operation of a common marl_cet are governe }"a d gm -
decision-making processes. In 15;}’;(: thcl Ft)riincl‘ar;altkrlglecsntizslibé]gcretariat,

Market Councii, which, assisted ; ral retari
gﬁ)?rn\?i(ggs the operation of the ;rad_e machinery, issues !i)lmdmgl_g:artc;g!évg.;
if a partner does not fulfil its obligations, and superwseét e a_[.;p lthe oy
the transfer 1ax, which it can if necessary suspend, The Counct 1§ e body
which makes proposals to the Partners and suggests amen rnei s o
adjustments of the exising machinery. Timse.funcnons are.;:x_erc :sisted
accordance with the general pattern. In practice the Cov.;nc;ﬁ is 1a sisied
by the Common Market Standing Committee, composed o Od cia Stes ne
competent ministries and of EAC, which prepares reports '01.1 1;5138 s and
violations of the treaty and recommends measures. (')n‘the bams_ 0 1o mate-
rial the Council reaches decisions (e.g., on the restrictive practices ol a
factory in Tanzania, 1968-1970).
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HE. The keystone of UDEAC is its Customs Union, which operates
in accordance with the general model, Now that it is established, however,
it is governed by an automatic process supervised by the Central Secretariat,
This applies to the control of documents and declarations, the distribution
carried out by the accounting agency, and the inquiries inio undertakings
subject to the single tax, In its managerial capacity the Secretariat plays the
leading part in co-ordinating the activitics of the national administrations
and supervising the operation of the system. In case of disputes or non-
implementation, the Secretariat uses the normal channels to the Management
Committee and, if necessary, to the Council,

119. The situation is different in CACM, which is not a full Customs
union, since it has as yet no common external tariff,2 but which by the eve
of the 1969 crisis had almost completely liberalized trade. Tn both liberal-
ization and the gradual introduction of the common external tarif’ the
general pattern was applied pragmaticaily. One effect of the crisis was
to suspend the operation of this frade mechanism, Pending a general
solution, the Normalization Commission—an ad hoc body—is t{rying to
facilitate the restoration of trade between the member countries. At present
this process is being carried out in the Normalization Commission, outside
the institutional framework, among four member countrics (Honduras
being absent), in the meetings of Ministers of Economic Affairs (five or
four countries being represented), and in ad hoe meetings between Hon-
duras on the one hand and Guatemala, Nicaragua and Costa Rica on the
other. At their meeting, on 25 August 1971, the ministers of economic
affairs of the four countries laid the foundation for a normalization of
trade relations between their countries by bilateral and multilateral means,

120. In the first place, free trade was maintained among four countries,
following its suspension by Honduras and the three Central Aerican coun-
tries, with the exclusion of El Salvador. On 12 April 1972, for example,
the Governments of Nicaragua and Honduras signed a document laying
the foundations for the conclusion of a bilateral trade agrecment,z

121, Contacts between Honduras and El Salvador since June 1972
seem to indicate the likelihood of a resumption of normal relations between
the two countries, This situation has had an impact on trade flows in
CACM. Between 1960 and 1968, these flows increased from 32.7 million
Central American pesos to 258.3 miilion pesos in 1968, an annual growth
rate of 30 per cent. The trade reached the level of 297.4 million pesos in 1970
but only 275 million pesos in 1971, a decrease of 7.5 per cent, According
to estimates, normal functioning of the common market, including Hon-

* At its ninth meeting, ia March 1972, the Normalization Commission considered
the preliminary draft of the Protocol to Ensure Flexible Management of the Centrul-
American External Tarift, prepared by the vice-ministerial working group (Protocolo
Dara manciar en forma flexible el arancel centroamericano de importacidn). AU its cleventh
meeting, in July 1972, the Normalizalion Commission approved the draft and instructed
SIECA to prepare a final version of the Protocol for signature by the Governments.

(See SIECA, Carta informativa (Guatemala), No. 126 (April 1972), p. 2 and No. 130,
(August 1972), p. 4.)

¥ SIECA, Carta informativa (Guatemala), No, 126 (April 1972).
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duras, would have made it possible Lo reach a level of at least 350 r_!}lli}on
pesos 2 The re-establishment of free trade and strucural reorganization
are the chief tasks of the Normalization Commission. -

f
. The Andean Group offers the example of a programme 0
autorlrlzsiic liberalization by stages, the ﬁual‘ d;ite for which has b?pgl ﬂ)i(?;
at 31 December 1980. For the benefit of Bolivia and Ecuadqr, thedl (terawm
ation process has been speeded up to ensure that all their pro huc st \
have duty-free entry by the end of 1973, On the other hand, these tr‘i?:;s
countries will not begin to free products from the other three coun
antil 1976. This process is to be completed by [985.

ocess is based on the following general magl}mery: Fhe
Boarf:iz31;r§§gsei'r and the Commission decides, all the dems:onz biﬂ]%
prepared by meetings of subregional apd go‘.fernmental e)q:af:rts}.1 no.ogS
feature of the Andean Group’s method is a strict _t{me-table for the var:1 b
stages of liberalization. Since | January }971, decision No. 2}9., .}:uropo(s)féi uctysr
the Board and adopted by the Commission, has frced' 62 Bo glan énr ducts
and 49 products from Ecuador, This mea'sure_has sumulatfe tra £ti 1rf1rom
products concerned: for example, Peruvian imports of tin :ingo f971 »
Bolivia, which had been worth only $U.5.36,494 in 1969, wriple mh 1o
a value of $1J.5.98,545. Moreover, as prov1c}ed in th.e TFreaty, the g :“
countries (Chile, Colombia and Pe({u)tha}ve t!S:ncgri‘%ﬁnizzoo?e?o;}??xs

i ictions on the products in the firs '

Sg:;?iﬂiﬂg(:hl‘:sgi[:} lxgh;e BoIiviaind Ecuador are liberalizing these products
in accordance with the LAFTA provisions.

4, As a result of the first automatic reduction of Customs duties,
700 ggoducts from the three countrg’es were completely freed amci1 a totz:lrigi
800 is reached if products originating in the two less-develope .bol:oun s
are added.?” This liberalization has ah‘egdy prgduced some tangi ct_rem; s
not only through its actual effects but, in particular, by the expect;l 1oln I
has aroused : in three years, trade increased by 170 per cent to reach a le
of $U.5.100 million.?®

125. This progress does not seem to satisfy all the countries. z’}s th?
Bolivian Minister of Foreign Affairs pointed out at the third ;neeftmgi o[1
ministers of foreign affairs, decisions such as'No‘. 24 on rules‘ or 011( git
capital and No. 46 on uniform rules for mpitmat‘ional enterpnsesbma ;1 I
more difficult to attract investment. These dlfﬁcuitles are not oflf)set hy 0S o
advantages such as those resultin.g from the increase in trade. urc:h a‘s;e  of
Bolivian products by other countries members _of the Andgan Gro}t}zp Ba lgvian
even reached $U.5.100,000. Hence the necessity, according to the botl l
Minister, to take frank and joint action to overcome the existing obstacles

¢ 1972 to the newspaper
# Statement made by Mr, R, Mayorga-Cortés on 18 January ;
Prensa Efzre(see SIECA, Carfa informativa (Guatemala), No. 123 {January 1972), pp. 8-9).

¥ Andean Group, Carta informativa oficial. .., op. cit., No. 15 (July 1972), pp. 3-4.

38 Jbid., Supplement No. 12 (June 1973), “Third Meeting of Ministers of Foreign
Affairs”, sta,tement by the Co-ordinator of the Board, p. 7.
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and to grant the two less-developed countries advantages more substantial
than those proposed by the Board under the industrialization programme,2®

126, The same machinery is applied for the establishment of the
common external tariff, which can be amended in accordance with the
general model (art. 66 of the Treaty). The common external tarifl, applica-
tion of which should begin in 1976, wiil he fully established by 1980 except
as regards Bolivia and Ecuador which will be allowed a further delay until
1985, A first meeting of subregional experts on the external common tariff
of the Andean Group was held from 7 to 9 March 1972, The participants
examined the basic asumptions, methods and work programme adopted
for the preparation of the tariff which the Board is to submit to the Govern-
ments for consideration in 1973, They also considered the aims of the tariff

and its links with the process of harmonizing economic policies that is
called for in the Cartagena Agreement 30

127. Apart from CACM, the integration groupings present similar
features in their method of dealing with these matters,

(b) Industrialization and planning processes

128. 1t is precisely in this field—the most promising one—that integra-
tion among the developing countries has encountered the most difficultics.
To promote balanced industrial development, EAC applies a transfer tax
i the partner States which are less developed industrially. Under this
compensation system, the Common Market Council issues directives for
the application of the tax by a partner State, and a partner State may request
that the tax be revoked. This mechanism is supplemented by an industrial
licensing system designed to improve the siting of new industrics. In practice,
however, EAC has made no progress in industrial planning and siting. The
proposal by the Economic Consultative and Planning Council that an in-

dustry-siting committee be established has met with opposition from
the pariner States,

129. The industrial licensing laws, which have been in force since 1952-
1953, have not helped to improve the distribution of industry. Moreover,
for a variety of reasons, licences have been granted to competing industries
in the partner States. The present situation is one of excess capacity in
some industries (chiefly in the textile sector) far beyond the requirements
of the market and the necds of rationalization. This situation has led the
Industrial Licensing Council to suspend the issue of licences for a certain

period. The laws that have been in force for the last 20 years are, moreover,
to be replaced in 1973,

130. The EAC institutions have taken steps designed to remedy
the situation and improve the present stysem.S

¥ fbid., statement by the Bolivian Minister of Foreign Affairs, pp. 19-20.
% Andean Group, Carra informativa oficial. . ., op. cit., No. 16 (August 1972}, p. 16,

3 See R. Ouko, “The institutional framework of the East African Community with

special reference to the East African Common Market arrangements” (mimsographed),
Arusha, 1971, pp. 8.9,
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131, In 1970, the Council took an important dccm‘o_n wh;rtc}:lyrm‘_
ﬁve-yca;[: development plan for EAC is Lo be prcpéx_rcd[. A“{:?:):?Snglws .«’_:ﬂd
1 : -ordinate ne ‘ a
i ce hi set up to help to co-o01 . !
nina Committee has bcen- : ) o-ordinale nationa) pans 2
d ltinational industry siting and progran g
Ay P omites i ittees which conduct
) i ises several sub-commi
Permancnt Comnutlee compr comum s W oneus
research and prepare proposals. One sub-commnltﬂuc supc:\ilscs the p]:i[luzms
tic;n(of the five-year programme of expend]turq by EAC f“.ld t 1e_§osl'11(z!(}l_csg€d
The process is refatively simple, On the basg of qucs{fif:;ﬁltl%o‘uncil ';nd
aent porations won Mz ‘
g ¢ e corporations, the Common | ¢ ou |
to departments and to th ‘ o A et by he
i efarjat prepares a draft for consideratio ¥
conomic Allairs sccretara " consider Dy the
unh-commiucc and then by the Permanent Commnl[‘cc I)Lfoxq_!l i 1rmg.(z)12mcu
‘b rthc Fconomic Consultative and Planning Councxl.lo ['hc !-11;&111’:3:”“.} mcn{
,i;l/1i% programme should lead to a hcttcr. halrmom.zatmn o :e thppinter-
poiikcicc, and programmes and a rationalization of requests to the
i . ) = s . -\
national oreanizations for assistance and grants, .
132, A further example is the Industrial Sub-Commyﬁcct whllthd:lz:s
met f{;;lr times since December 1969 and selected 12(1(: mullm;mtmz; ::wu;r

‘ ' Vit i 0 iron and steci, ;

i jch analvtical stadies arce to be made {iro d :
trics on which analytica _ b A ing stect, oo
chL\iClcs' chomicals, petrochemicats and phdl]ﬂaCCIIllC;\l!S_. fg.ll.lilgiu'li;i,cl:of cg,

¢ {se i ] 5 S 1 B i
S squently red, in succession, thie pos: : ‘

-3, 1t hay subscquently consider . cessi ke possi of e

?z';(};l)icl\ir1«*‘ an Last African corporation, cnlc:lm foE [][l(jq;zllzrli i?idusu-ial
il b rict : sstablis Fas lean in
ionas! industries & proposal to establish an

wational industries and the p : tablish an Bast ; st

zomulltirM centre, When these various pt O}ng.l.n have ?621)21:;\;’:«[1311’0 thﬁ
. s : c - fn {

1 sual route through the Permane _
will Tollow the usual ro g Permarnent Commitice 1o th
Econamic Consuliative and Planning Couacil. l"gxs ploici:l:;s 111;1;05”0(“1{:“0%

i 5, C ittees and counctls, .
jour gh sub-commiilecs, commitlees af duc
e o 1o ] ¢ ssion to and fro of the various

3 5 L 1inuous (ransmissiol g

{f numerous reports and a co to ! rion
;ropmals The process is therefore slow and appears to 1mpose a y
burden on the Ceniral Secretariat. .

i mic i ave
131, Several sectors (motor vehicles, chc..ucalsf 1m|]1 an;i S:e}iﬁ)cd e
el Fi iaali sultants already sty
' invesliaation. A firm of consultants has & 3

neen selected tor tnveshigalio . omsul . udied the

rospects for establishing these industyics dndmaglcemc?_ts f?cﬁcaring

Sonl;luded for feasibility studies on these projects. These studies ar

completion.®

134, Industry is the key area for the future of EAC. Econ'o(;mfc dgvl(;flocrs:
ment ana improvement of the links bctweqn Intra-rcg}onal t.ra € an Imer,
tional trade largely depend on the establishment of ;ndpstsy on areg i
gga]c Morcover, it is obvious that scattered mdus}rlcs dopcmpnﬁlg?ria%
¥
ithi imi C i kets can only slow down ngus
the limits of the national mark n only .
wt{;hle::qs In the absence of a common industrial siting policy, based (in[it:rel
px grié:‘ﬁ:e of the licensing system, it is likely that sn_dusirla} fragwcxl E::{ate
N 'Fljl become more marked and that small produg:tmn units mf .OE. §
wtl a higher unit cost. All these factors make the 1x1lr¢)c111<"it1911 of lcblrol;]?e
. ‘ trial siti i articularly in view o
i i 313 gent matter, particularly )
ing and industrial siting an urger 1 i
{)iir?]]::nrecéluired for industrial investment to mature. An additional time

* Ihid., ¢ 12.
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fimit is imposed by the duration of the Common Market itsclf, which is
to expire in December 1982, at which time it will have to be renegotiated,
Consequently, 1974 appears to be the last possible moment for setting up a
regional planning and industrial siting machinery

135, Industrial planning in UDEAC is provided for in the Treaty,
article 57 of which gives the Secretary-General the task of preparing a
general industrialization plan after consulting the ministers responsible
for planning in the member States. In carrying out this task, the Secretary-
General may enlist the help of rescarch bodies approved by the Manage-
ment Committee. This ambitious task has not, however, been carried out
successfully : a draft industrialization pian has been prepared but it has not
been accepted by the member States In attempting to define a new
strategy, the Secretary-General takes the view that, at the present juncture,
instead of approaching the problem of the general industrialization plan
from the angle of industrial programming made up of projects to be dis-
tributed equitably, it is preferabie to use the approach of identifying and
making a detailed study of a few industrial cemplexes of regional scale in
their capacity, financing and manragement,

136. This change at approach was apparent in Act No. 13/70 of 18 Dec-
ember [970, Programming will henceforth be concerned with industrial
complexes which are regional in their capacity, have Community financing

8 This is the opinion expressed by R. H. Green, Fcenomic Adviser to the Freasury
of the United Republic of Tanzania, in his paper “East African Economic Integration:
benefits, costs, priorities”, presented to the Rescarch Seminar of the East African
Community, held at Kampaia in June 1972,

* According to Mr. Bl Hadj Ahnadou. President of the Councif of Heads of State
in 1970, the policy of harmenizing Jevelepment and transport plans has not vet produced
the expected results, Tt appears that these deselopment problems entail enermous
difliculties when factors have (o be weighed and puiely natisnal interests limited to a
icvel compatible with the common infercet, In the industrialization paelicy, the initial
definitions have not given satisfaction. There is no doubt that the compicte harmonization
plan, though intellectually attractive, was too theoretical, since # was unable to witle
stand ibe first difficuites (sor UDEAC, Bualletiv: d Information, No. 4 (Marcih 1971,
- 30). The Seerelarv-General referred m o note entiticd “Towards the definition of »
new stralegy™ (“Pour la définition d’une nouvelie stratégic” } to the failure of a eeneral
programming policy. This failure can be attributed (o the tack of a firm wiil to co-operate,
political determination being in his view, an cssential prerequisite for the success of any
regional integration, The fuct remains, however, that there are still some major probiems
to be overcome, the nrost important of which seems to be the definition of a strategy.
The experience of most regional groupings amply reveals the impossibility of inducing
everybody to accept a distribution of industrics based on the traditional criteria of the
location of raw materials and the volume of the externsl market, Simiiarly, the actual
requirements of industry show clearly that not everything in a region can be infegrated,
These considerations have led the Secretary-General to propose a new strategy. In
fact, it has not proved possibic to disiribute industries according to the criteria men-
tioned or to the criterid volume of existing mvestment, comparison of hencfils granted
and desirability of compensating for the less-developed situntion of one State of the
Union. Tn practics, the same industries have appenred virtunity throughout the Union:
five breweries, four cement plants, two glass works, textile indus.rics ia sach country
and about 20 clothing firms (see the document presented to the Seminar on fhe Insti{u-
tional Framework of Econamic Integration among Developing Countrics (Bangkok,
1726 January 1972) by Mr. M. Diop (Gabon), “Lintderation deotomiquc dans I'UDEAC®
{miticographsd: in French oniy), p. 14},
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and operations and manufacture not only finished but also intermediate
products. For the formulation of this plan the Council of Heads of State
has instructed the Secretariat to contact the international organizations
and to request their co-operation and participation in research, The Council
has appointed a commission of very high-calibre to prepare the detailed
plan on the basis of a study by the Secretary-General, to continue the re-
search, adopt the report on the programme and direct negotiations for the
execution of the approved projects. It is clear that in this preparatory
process the Secretariat and the Commission will be called upon the play a
leading part.

137. While planning is still only in its initial stages, the single tax
mechanism has already stood the test of time, An industry is approved by
the following process: first it seeks approval of the applicaticn to it, in
respect of its production, of the investment code and the single-tax régimes.
For this purpose it submits an application to the Secretariat with all relevant
particulars {activities, supplies, staff, production programme, investment,
financing, and marketing). The application is addressed to the Secretariat
(second division) by the Government of the member country in which the
undertaking has its headquarters. The Secretariat considers the matter and
comments upon it. It can also study the undertaking’s markets and make
estimates. This preliminary work is them embodied in an opinion of the
Secretariat indicating whether the Directing Comimittee can approve the
application to the undertaking of the requested régime. The Committee
has the dossier examined by experts and decides whether fo grant or refuse
the undertaking’s request. The whole procedure takes from three to six

months.

138. There have been delays in the co-ordination of plans and joint
programming in CACM also. Among the reasons most frequently adduced
are the eclipse of the national plans, which have declined in importance in
the last four years (the planning office in Nicaragua was abolished and then
re-established), and the fact that, contrary to expectations, the integration
of the Joint Planning Mission into SIECA has considerably reduced its
function as an organ for research and the preparation of medium-term
programmes. The fact is that, on the whele, SIECA is too preoccupied with
urgent short-term problems to be able simultaneously to carry out longer-
term studies. Consequently an effort is being made in the field of infra-
structure and physical integration : a regional investment plan for transport
and comrunications during the period 1975-1980 is being prepared. Never-
theless, the absence of a general development framework is being increas-
ingly felt, especially since the various instruments adopted pragmatically
have fajled to give the expected results.

139. The procedure for the integrated industries is the following:
individuals or corporations submit their requests to SIECA accompanied
by a report on the economic and technical aspects. The request is submitted
to the Executive Council, which decides whether it is consistent with the
aims of the Integrated Industries Régime and with the General Treaty.
Tf, in principle, this decision is affirmative, the Council asks ICAITI for a
technical opinion and SIECA for an economic and legal one. In the light
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of these opinions, which carr i
v y a great deal of weight, the Executive C i
;?e?mtalﬁ.ha deqas:on by majority vote and defines the conditions g;] rtl;]i
arg ini'i W fg ;I;)ls prepztlll;atory stage has been completed, the Governments
_ prove the project in the Economic Council, and it i
} . ? nd
::gi;tatf?t tiI;e rat;ﬁaatjl?hn prkc:cedure. Once the régime is in forcel,tsli‘;}(l?il
appitied. Thus the general pattern, with all it d
guards, is also followed for integrated ind i i insrumons i
‘ 1tegr ustries. This instrume
}Aave ‘made poss1ble_ substantial industrial development at them(j\::tsraticj
merican level but, in fact, the results obtained have been marginal since

the Integrated I i 5o ! !
s fu]E,35g ndustries Régime has been utilized neither frequently nor

140. For this as for other
) purposes the Andean Group has ado
I&O;S:rrt }?etigs Sn;g‘re effective method which merits study by (;))ther grou%tiflc;sa
1s experiment, which is still in its infa h i
before any lessons are drawn from i e o apooy rved
any om it, The general process i li
co-ordination of national plans. How i i e By
. ever, It seems that, while the B
takes due account of the im i : e o
¢ _ ‘ portance of planning administratio
national plans, its mmain ende:avour will be to foster, with the Comm?s?sic‘ii1 ’i
3?;:;12:;12;;%:1111; and cont}n}nuous co-operation in the form of meetings of
anning, together with effective co-ordination i i
the Group’s aims. The activities of in Institutions soom mem ey
. the main institutions se i
where they concern sectoral industrial d e et
th in evelopment programmes. At th
.ﬁ?l?(rcli;?’ lln:;e(linzec:i, t}tledCo:%mll.ssmn defined the method at its meetings is
opted guidelines and time-tables for th i
In accordance with the conce insticutions, the progammes
; pt of the common institutions, the program
:ifz)c;uldTg:ysusf;jglelrétlyEbro%d to facilitate a rational and equitabple %jislrirng
. uld also be suited to fairly rapid pr i i
could be carried out in a year. Thus ehicle 2nd ron ond stee)
. the motor vehicle and i
sectors have had to be reserved for a | ratmmes vl
ater stage. The program ifl
cover first the mechanical engineerin i lephonic sestor
_ ‘ g, electronics and tele i
and also, if feasible, the paper and pulp industry. phonie sectors,
141. In outline, the process consists of five stages:

() A primary stage consistin i
g of stocktaking and survey, in which
Egiﬁdai%ﬁn?s tlj;e tterms of reference and the method of work )gf preparaut)?;
) of a first meeting of government experts to advi ’ h i
points. A report is then submitted on th isti uation and an. the
r ; | ! e existing situation and on
?atlinal attitudes in the particular sector, At this stage, the Board begtigs
o sketch in the outlines of a regional and natjonal strategy

ind (by The second stage is devote_d to preparation of the sectoral strategy
a general analysis of production structures. It begins with a second

meeting of government experts which i
r shoul i
sions concerning the straiegy.  succeed jn producing conclu-

(¢) The third stage is the pre i ibili
! paration of a feasibility study: a detai
study of the productive structures and of the siting of 3a(ictivit)i(es,a to(;t:tléig

u e i
See Current problems of economic integration: The distribution of benefits and

costis in integration among developii i i i icati
No. E.73.IL.D.12), p. 75, aincxviog;?is.cgi‘?;g‘.es (['Jmted Nations publication, Sales
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with the definition of institutional structures. The Board has full respon-
sibility for this stage.

(d) The fourth stage consists of bilateral consultations with the
member countries on the feasibility study, and discussions at a third
meeting of government experts.

{¢) On the basis of this work and in the light of the views expressed
on the feasibility study, the Board is then able, at the fifth stage, to prepare
its proposal and submit it to the Commission. In accordance with this
procedure, the Commission has fixed time-tables for 1971/72,

142, Despite the pessimists, the Andean Group has successfully passed
its first test : the first joint sectoral industrial programme was adopted by the
Commission, on the proposal of the Board, at the ninth session, which
ended on 20 August 1972.3% Decision No. 57, which apportioned mechanical
engincering production among the member countries, had the foilowing
aims: (o) greater expansion, specialization and diversification of industrial
production; (b) optimum use of the available resources; (c) increased
productivity and the effective use of production factors; (d) benefiting from
economies of scale; (¢) equitable distribution of profits.

143. To achieve these aims a process of product selection was carried
out. The product list actually includes the greatest possible number of
products, excluding those that reguire in-depth study, Certain products
were regarded as excluded from consideration, cither because they were
already being manufactured in at least three member countries or because
they catled for only a relatively simple technology. The programme allocates
production units to each country. These consist of groups of products that
are similar in their nature, use and the technology required, duc allowance
being made for other factors such as the dimension or critical mass (external
economics, technological adaptation and specialization). Some products
have been aliocated on an exclusive basis, while others are assigned to two
or three countries. The programme provides for a total production in
the Andean Group of $U.5.284.76 million by 1980.%7

3 See Andean Group, Carta irformativa oficial..., op. cir., No. 16 (August
197, p. 1.

37 Jhid., p. 4. The estimates for demand and production are as follows (in miliions
of United States doflars):

Demand
Country 1972 1980 Production in 1980
Bolivia . . . . . . .. ... 34.25 87.28 34.63
Chile . . . . . . .« .. .. 142.00 358.30 71.57
Colombia . . . . . . . .. 108.33 267.24 73.49
Feuador . . . . . . . . .. 45.07 114.93 37.18
Peru . . . . . . o 143.68 357.00 67.89
Andean Group . . . . . . . 316.55* 797.37* 284,76

¢ Demand per country includes the production allocated to several countries. Consequently the total
is not equal to the sum of the country demands.
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144. The fol]owi‘ng time-table has been adopted for the implementation
pf this programme: information on existing production and plans for the
installation Qf production units must be submitted to the Board within two
years by Chile, Colombia and Peru, with production to begin three years
after the plans and projects for the installation of new units have been
fodged. Production shouid thus begin five years—or at most six years—
after the approval of decision No. 57 (20 August 1972), For Bolivia and
Ecvador this time-limit is extended by one year. ’

145, On 20 Scptember 1972, the beneficiary countries will have a free
markct ‘for all the products altocated to them, since the other countries are
to abol.zsh alt taxcs affecting products covered by decision No. 57. If the
b(?nelﬁcmry country doeg not submit the required plans or begin production
within the specified period, the products allocated to it willhautomaticai[y
benefit from the liberalization programme

146, Decision No. 57 also fixes the common external tariff to be applied
to imports from third countries of products covered by the sectoral pro-
granume, one year before the beginning of production or, if production is
already under way, once the Board has registered this fact and notified the
other member countries accordingly.

1.47. Thel common external tarilf is to play a central guiding role
To this end, it sets minimum conditions for development of production ol;
the items ai[ocath to the various countries and, at the same time, indjcates
the levels of efficiency that production in the member countri,es should
reach. The common external tariff will be gradually reduced by the Com-
mussion, on the proposal of the Board, so as to combine adequate protec-
tron with the need for maximum stimulus to the efficiency and competitive-
ness of Andean Group industries.

. h148. The Board has prepared a document entitled “The foundations
of the sub_—reglonal development strategy™ which launched the process
of formulation of the development strategy.

149. At its meeting at Lima from 3 to 5 April 1 i
Council tackled the probiem of defining a global sfrateg;gz.?f%r t‘:}i}:vg!;nnn::;l%
at t[lle regional and national levels. It decided that national planning organ-
izations si_lquld be responsible, in co-operation with the Board and its staff,
for_orgamzmg thq dissemination and discussion of the Board’s documcnt’
which is to constitute the basis for all the studies and that they shou[ci
assemble comments from the interested parties. ’

. 150. In this way,_deﬁnitipp of the development strategy will come

;ri(izft:cas a ;esu[tﬂ?f active participation by the acknowledged leaders of the
sector, the wuniversities, trades unions, professi ¥

other sectors of activity. , P one and various

151, The Planning Council has scheduled four stages for the formula-
tion c_}f the development strategy : (a) distribution of the Board’s document;
) d[scussmq at the national level; (¢) presentation of comments anc;
recommendations to the Boatd; (¢) multilateral discussion of the comments
and recommen_dauons made by the various countries and the fixing of
further stages in the elaboration of the regional strategy.

133




152. The programme, thus laid down up to October 1972, includes
visits of Board experts to the member countries in May and June 1972.

153. Various subjects will be considered during this preparatory
stage: the general orientation of development, the role of integration,
enlarged space and physical integration, the rofe of agriculture, the role
of technology, priorities in the co-ordination of economic policies and a list
of projects regarded as strategically important.

154. This Jist of activities indicates that, despite all the difficulties
involved, the Andean Group is so far keeping to the schedule laid down.

(¢) Payment mechanisms

155. Payment mechanisms vary from grouping to grouping. A mon-
etary union and a single central bank are to be found only in UDEAC,
since the currencies of Central and Equatorial Africa belong to the franc
zone. Nevertheless, centrifugal forces aiming at greater national autonomy
have recently appeared in UDEAC. Consequently, a reorganization of the
present machinery seems likely. In accordance with this trend towards
monetary autonomy the East African countries instituted independent
monetary policies and independent central banks after the collapse of their
monetary union in 1965. The flexible machinery set up by the Treaty no
longer seems to meet the actual requirements. It provides for harmonization
of policies, regular meetings of the governors of the central banks and co-
ordination of monetary and balance-of-payments policies. The partner
States have also undertaken to permit payments and transfers related to
trade; any controls they have to establish must be consistent with the aims
of ECA and not hamper the functioning of the Community institutions and
organizations. In the spring of 1971, Tanzania was obliged to establish
strict exchange controls to halt a capital outflow. In conformity with the
Treaty, this measure was so devised as not to damage trade within EAC.
Nevertheless, policy and co-operation problems are at present a central
concern in EAC, which is attempting to find a durable sofution to them
together with effective machinery.®® .

156. CACM has a more effectively structured machinery, based on the
Monetary Council and the Clearing House. The latter settles balances at
regular intervals multilaterally among the central banks. The governors,
however, are members of the Monetary Council and co-ordinate monetary
policies. This system is still functioning normally despite the present crisis.
{n July 197}, the ministers of economic affairs held a joint meeting with the
Monetary Council. In this exceptional situation, one of the first acts of the
Normalization Commission was to invite Costa Rica to modify its exchange
controls 50 as not to impede intra-regional trade.

157. The Andean Group has as yet no machinery operating outside
the LAFTA multilateral clearing system. Nevertheless, the Cartagena

8 The quarterly meetings of the governors of the central banks could, in the future,
play a more active role in monetary co-operation.
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Agreement stipulates (chap. XII) that, in order to expedi i

its gogll, the Board shall present to’ the Commissilc))n ;er:l;:(};;z\;senéinttgé
follpwmg matters : private and public savings, double taxation, financin
of intra-regional and external trade, circulation of capital, stréngthening
of th_e LAFTA clearing system, the possible establishment of a regional
clearing house and of a systemn of reciprocal credits, and creation of a-
common reserve fund. The Andean Group has also set up a monetary
council of its own and has arranged for periodic meetings of the governors
of the central banks. The Agreement therefore provides for a fairly complete
range of action and machinery.

(d) Specialized organs and common services

138, CABE], the EAC Development Bank and ADC all have a con-
sxdergbie degree of autonomy in their decisions, which are taken by majority
vote in .thelr boards of directors or governing councils, This autonomy is
mainly intended to protect them from political influence and problems and
to ensure that they shall have the highest technical competence. The advan-
tages_of this formula are obvious and have enabled these organizations to
remain u_naﬁ"ected by the crises in EAC and CACM. Nevertheless, this
combination of autonomy and financial power could lead them to pr;ctise

a policy of their own not necessarily co-ordinated with that of the main
institutions.

159. ICAITI and the many common institutes and services in EAC
have autonomous processes adapted to their research or management
activities. The most striking and original example, however, is that of the
four_EAC Corporations, which are public services in four main com-
munications and transport sectors employing about 70,000 persons: the
Posts and Telecommunications Corporation with 7,000 employees, the
Harbours Corporation with 5,000 employees, the Airways Corporation with
6,0_00'empE0}fees and the Railways Corporation with over 50,000 emplcyees.
This is a unique case in the recent history of regional integration. These
common services were established during the colonial era, but were main-
tained after independence by the Partner States of the Community. With the
Customs an;i Excise Department, the Income Tax Department and some
twenty Ix}stltutes, they are the solid foundation and the cement of the
Commumty. Quite apart from their work, which, being real and effective
contributes to a certain equalization of profits their resources, structures
and operations are so inextricably linked together that any government
vyoufd be very ‘reIuctant to withdraw from them. In other words the Corpora-
tions and services, which continue to function normally in the present crisis
form solid links between the partners in the Community. ’

160. The structures and operational methods of the four Corporations
are similar. For example, the Railways Corporation operates in principle
autonomously under the Treaty and the Community’s laws, although the
Authority is responsible for its general policy and controls its activities.
The At.lthorlty can give directives of a general nature to the Communications
Council. The Council, in its turn, has to study the information and reports
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supplied to it by the Board of Dircctors, to which and to the_Dn‘etc_tolf-_
General it gives general directions concerning the policy of 1[}6 ‘Co.:pozia ;c' ]
it considers and approves the dcvcippment plan and 11}@_ ({ss_ouah_e (-)dils
programme, major aiterations in tariffs and wages, or legislative plop(i)sgle
submitted to it by the Board of Directors. While the Authority an :
Communications Council approve and contr(il genes‘ai }ZOIIC).( and :inp(;rtafn
decisions, the Board of Dircctors and the DEFECIO]‘-(JE:HCI;’J.I hg\e cfmiﬁz
of the operation and management z}ndl the day-to-day i‘runmng.o. he
Corporation. The Director-Gengral is, in fact, th<.=, chie _lexecu(ilve.me
manages the Corporation, directs its operations apci prepares its lprogran'é1 ot:
budget and reports. He conforms to the dlrccu.\/cs’gwen. ‘by tzie. oar o
Directors, the body which defines the Corporauon s policy anh ;s respthe
sible for its implementation. The process 1s based, on.the whole, on t
general model, although it aims at a ppnmderablc degree of 1malggemten-
autonomy: proposals and draf@ decisions emanate from the dlrecE or-
General and from the Board of Directors. For gcnera] policy 1§slges, f;:e (;p_
ment plans and expenditure exceeding 5 miilion Kenyan shillings, lf t}?e
proval of the Communications Council must be obiained. As a result,
process is rather slow, espcciqlly as a decision by the (?omrltlmmcatlonts
Councii requires unanimity. Thls_unwmldy procedure affeqtmg the c;om:?ior;
services sometimes makes it difficult for the corporations to ‘un? (; !
effectively, even though problems cncpuntcred byl the Commumcatllo :
Council can be referred to the Authority. The affairs of the corpora F110n
take on in this way a political dimension. Al_though this machng:ry mayd Eél'\;e
the advantage of a logical construction, it hgs sometimes gif;r:pere (;
effective functioning of the Corporations. For 'example, ‘dI erences os
opinion arose concerning the purchase of locomotives; pending unamttpoua
agreement, the Government of Kenya demdc;d to go ahegd, thus cregl ltngral
fait accompli which was subsequently regularlzted. Tat_lzan{a took a unila e‘th
decision, outside the framework qf Community action, in conggxxon wi
the construction of a rail-link with Zambia, Despite these w'ergfenc:es
and some difficulties,?® the corporations form a practical and solid frame-

work for EAC,

{e) External relations

161. The degree of co—ordingtion_og external relations is a m;asfure
of the unity of a regional grouping vis-a-vis the ou;snde world. The re;
quently pragmatic approach adopted in these relations leads to se\éerél
variants, The situation in EAC appears to be considerably complicated by
the participation of a number of agencies: governments, councils, Comrq;z
nity ministers, the Secretariat and departments. When the agreemeim fwtlh
EEC was being concluded, the final stage took place at the leve d% ' the
Authority and of the Heads of State who'sx_gned the agreement. In a mo:;
to the member States, the Community ministers and the Secretary-Genera

# The Airways Corporation has experienced major technical and financial difficuities
which have given rise to fears that it might break up.
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play a role of prime importance in EAC relations with other international
and regional organizations. The corporations, for their part, establish direct
contacts with international organizations when they need technical assistance
or financial resources.®® Such transactions must nevertheless be approved
by the Communications Council (by the Finance Council, where necessary)
and by the Authority.

162.. The-situation-appears.cleater in UDEAC, where the main institu-
tions conduct tariff negotiations, as 4 logical result of the establishment .
of a Custom union. The grouping is represented at international conferences /
by the President of the Council of Heads of State, the Chairman of the -
Management Committee, or, more usually, by the Secretary-General,
In the case of requests for technical assistance, the Secretary-General must
obtain the Council’s authority in each individual case.

1-63.“.,CA,CM.,..i.s.xin,.an..in.textmediatemposﬁitionf'f ﬁ‘gnding the development

of a common trade policy, co-operationgbetween the Governments and /
- SIECA is continuing despite the crisis, SIECA is particularly important as a '

‘preparatory, co-ordinating and informing body. PROMECA- 1s-opening--
‘a-new. channel of active-co-operation it external trade-promotions

: 164.-Following-a- proposal-by-PROMECA:-thedirectors-of -national
eXport-promotion-organizations-met -in-November 1971, They decided. to

; hold.annual mectings and.to. set.up. -co-ordinating -machinery, Another
- original feature of CACM is that, in international conferences and organiza-
‘ tions, a single spokesman presents the position of the member countries.
- Lastly, trade agreements concluded by the member States contain a Com-
* munity clause. These factors will help in the establishment of a common
¢ trade policy, one of the main tasks in reviving CACM.

165. The Andean Group is gradually setting up various mechanisrs :

. a joint commission with EEC and relations with other organizations.
. However; the recent decision establishing a common régime for foreign
. capital gives the Andean Group a common image abroad. In this matter,
. the decision-making process follows the general pattern.gArticle 52 .of the
“rules for foreign capital lays down the following-muathipery: the Com-
‘mission acts on proposals by the Board concerning the treatment of

foreign capital, industrial property, production system$”and technology
marketing systems, and on proposals for regulatioris "deemed necessary
to ensure more effective implementation of the-cémmon régime for foreign
capital. Within this context, the-Bgard’s fnction is to prepare and preseit
proposals, to supervise the application of the régime and of the relevant
regulations,.and to collect statistical and other information concerning the
régime.

166,/ With the increase in the activities of the Andean Group, the
latter’s. institutions will-have.to-establish. or. strengthen‘?‘féxternal relations
mechanisms, Thé ministers of foreign affairs have Already recommended
(June 1972) that the co“ordinating machinery be strengthened, to facilitate
the achievement of common positions, and that & programme of mutual

¥ The Railways Corporation, for example, is negotiating a large loan from IBRD,
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technical assistance and financing proposals should be worked out. The

ministers also took actiori, in the form of a joint note followed by separate

letters to the Secretary-General of the United-Nations, to support-the
request made by ADC. In addition, missions have been sent to EEC and

themselves as an entity in the economic and trade fields.” :

167. Despite the differences which exist between the integration
groupings, they have some points in common which result logically from the
establishment of Customs unions. There are differences in the practical
functioning of these instruments, which may take a more organic and
more centralized form as, for instance, in UDEAC and in the embryonic
machinery of the Andean Group. External relations can take the dynamic
form of joint promotion and financing of exports from the region.*

to Japan. These actions prove that the member countries. wish to assert.. -~

st CABEI project for the establishment of a Central American fund to finance and
promote non-tradifional exports.
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Part Three

CONCLUSIONS




Chapter I

GENERAL FRAMEWORK

A. Orientation

L. All these integration experiments reveal the limitations of a prag-
matic approach and the need for a general framework. In the case of
CACM, where machinery was established as circumstances permitted, lack
of co-ordination and even some contradiction is apparent between various
instruments (e.g., between the integrated industries régime, the special
régime and the tax incentives régime). This situation illustrates the absence
of a general framework which would ensure more harmony between the
objectives of the various instruments and the manner in which they are
operated. Here, as in most of the other integration experiments, a common
concept and strategy for the development of the region are lacking.

2. Care must be taken, therefore, to avoid community institutions being
absorbed in day-to-day activities and routine tasks. To this end, integration
schemes can comprise a dynamic community institution plus small but
highly specialized permanent or ad hoc units capable of giving continuing
thought to the common orientation and strategy (examples: the program-
ming unit in the Andean Group and the United Nations Team in ASEAN),
Such mobile units could help to adapt common functions in the light of
experience and would constitute an innovating factor in the administrative
structures,

3. Within the general framework, the powers of the community
Institution must be defined precisely so as to avoid their being whittled
away by intergovernmental institutions, as in the cases of LAFTA, CACM,
UDEAC and EAC. Experience shows that the weight of the governments of
member States tends to cause a gradual shift towards intergovernmental
formulas at the expense of the community institutions. It is essential theres
fore that community institutions should be set upon firm foundations,

B. Allecation of responsibilities

4. The comparative study has made it possible to identify certain
lines of conduct of which only the most important are listed here, The

141




machinery for regional integration must comprise, as in the Andean Group
and UDEAC, basic principles and clearly defined aims which can be given
practical application by the common institutions in accordance with
the rules laid down. In all but a few exceptional cases the basic texts must
be basic statutes, not detailed regulations. The institutions will then enjoy
within the general framework a degree of independence enabling them both
to define and apply common policies.

5. As in automatic liberalization, obligations can usefully be pro-
grammed on the basis of calendars and time-limits providing for progressive
comimitments. It is also essential to avoid an excessive concentration of
powers at the top, as in the EAC Authority. Preferably, specific powers
should be assigned to each level in the institutional hierarchy. Thus the
Council of Heads of State might take responsibility for basic decisions or
general directives and also for political arbitration or conciliation; the
Council of Ministers would be entrusted with political or other very im-
portant decisions, while the community institution would have power not
only to initiate action, arrange for studies and make proposals, but also
to take decisions itself on questions of execution and supervision aand on
technical matters.

6. Depending on the degree of integration, the real needs and the
political circumstances, it may be in the community’s interest to set up
specific jurisdictional bodies and institutions in which parliamentarians
participate in democratic control and in certain legislative and budgetary
functions as in EAC’s Legislative Assembly. A certain parallelism may,
in fact, be noted between the degree of integration, the growth of various
kinds of demand at the regional level and the extent of the autonomy and
decision-making capacity of the community institution, on the one hand,
and the appearance of autonomous jurisdictional organs, on the other.

7. Eminently political conflicts cannot, of course, be settled except
by intergovernmental institutions or even the supreme institution. Likewise,
difficulties at the level of ministerial councils must be referred to the councils
of heads of State. Nevertheless, a vast range of disputes call for an auton-
omous jurisdiction : difficulties between the community institution and a
member State or governmental institution, problems connected with the
application of the common rules, appeals by individuals or companies
against decisions or sanctions, conflicts between officials and the community
administration, etc. These are all matters requiring technical solutions and
not simply political compromises. In this connexion, it is significant that
the Andean Group is already considering setting up an Andean courf. As
in the past, when modern societies were being formed, the constitution and
the progress of the enlarged communities will lead to the application of
the principle of the division or specialization of functions.

8. Experience shows the need to ensure that there are appropriate
joint, but clearly distinct, ways of recording action corresponding to the
powers vested at these various levels. In fact, the scope and effectiveness
of the instruments adopted must be commensurate with the aims : outmoded
instruments such as the CACM protocols, that require ratification, do not
meet the requirement where decisions must have directly binding effects
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system may cause ADC some difficulties if its sixth member, Venezuela,
should not join the Andean Group. .
i i face problems of co-ordination.

13, The co-operation groupings also : ‘ :
In LAFTA, with its decentralized structure, the Stanc;lmg_ Execut.nffe C0r|r31
mittee and the Executive Secretariat ensure co-ordination satis actgmg
for the present; but the weakness of the qegtral machinery in tbe Maghre
Group might hinder control of the commissions and.the spemgthd organs.
Since ASEAN has no permanent secretariat, any increase in Its activity
will certainly aggravate the lack of co-ordination.
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Chapter 1T

NATIONAL INTERESTS AND THE COMMON INTEREST

14, Every international and regional organization is faced with the
problem of striking a proper balance in managing national interests in
the service of a common cause. The motivation of the common cause
is either an endeavour to accomplish together what no country is able to do
separately or the greater advantages that can result from joint action,
particularly in the fields of economic development and planning. Thus,
common action is capable not only of strengthening the real degree of econ-
omic sovereignty of each country but also of increasing the effective level
of economic independence. If the gains could be assessed in terms of power,
it would be noted that the capacity of each member State to exercise its
rights is increased by integration far more than when it seeks to exercise
its rights individually.?

15, The national interests and the common interest, which supplement
and mutually sustain one another, are represented by two kinds of institu-
tions: intergovernmental institutions and community institutions which,
from different angies, are, in the last analysis, pursuing similar aims.

A. Intergovernmentat bodies

16. The object of these institutions is to enable governments to play
an effective part in an organization’s decision-making and operation. They
may do so in different ways and to different degrees at the stages of prepara-
tion, decision and execution. Their role will also vary according to the
importance of the participants: that is, whether they are presidents, minis-
ters, ambassadors or officials.

1. CounciL oF HEADS OF STATE

17. The advantages of an institution at the highest level have been
brought out: poiitical impetus and the power to decide or arbitrate. These

¥ See R, H. Green, East African Integration: benefits, costs, priorities, Dar es Salaam,
June 1972, pp. 7 and 9.
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advantages can, however, become drawbacks if the concentration of
common powers in this paramount Council is excessive and if there is a
danger of political tensions having too direct a repercussion on the other
institutions and even on the technical work of a regional community.

18. The Council of Heads of State should, preferably, concentrate its
action in a few main areas: defining the direction that the community is
to take, giving an impuise to the common effort, taking basic, key or vital
decisions, settling difficult questions or acting as final arbiter and, especially,
opening new paths and enlarging the spheres of activity of the regional
community. In carrying out these functions, the Council should apply the
principle of the division of labour and appreciate the relative importance
and technicality of the matters to be dealt with.

2. CouNciL. oF MINISTERS

19. In the case of the Council of Ministers, which is found in all the
groupings except the Andean Group, a first question arises: of "what
ministers is it composed--the ministers of foreign affairs, as in LAFTA and
ASEAN: or the ministers of economic affairs as in the Maghreb Group,
CACM, EAC and UDEAC?

20. It would be desirable for the Council of Ministers of Economic
Affairs to be able to convene periodic meetings of other ministers concerned
with integration; as activities progress in the different sectors {communica-
tions, transport, research), the ministers concerned could be called upon
to play a more important part.

21. The problem in LAFTA and ASEAN is quite the reverse: should
the circle of ministers be enlarged to include the ministers concerned with
technical fields, and more particularly the ministers of economic affairs?
There are several reasons for doing so: as economic co-operation becomes
more of a reality it requires more technical ability. Moreover, the revival of
ASEAN and its co-operative projects will encourage its member governments
to seek an effective solution. The participation of specialized ministers and
their assistants in the decision-making process will ensure that the decisions
taken are technically sound and facilitate a consensus. The political head of
a sector will be prepared to take risks more readily, and to involve himself
or stand surety for common measures. The efficiency of the decision-making
process will be greatly enhanced as a result.

22. EAC offers an original type of institution: the Committee of
Community Ministers, The Ministers carry out Community duties although
they are at the same time members of national Governments. Their presence
in government councils has many advantages: they obtain information
directly from and furnish information directly to the Government and they
can “sell” Community ideas to their Governments, which are thus in a
position to adopt them more rapidly. In short, the Committee Minister is
able, through his privileged position, to further the Community cause.

Because of his position, however, he is also subject to influence by his
Government, although he receives his mandate from and is responsible to
the Authority alone.
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B. Community institutions

26. The main function of these institutions is to identify the common
interests of the region. Their structure and role arc designed not only to
help to reach compromise solutions furthering common aims, but also to

provide the region with competent personnel.

}. COLLECTIVE BODIES OR INDIVIDUALS

27. Two practical solutions have been adopted in the various com-
munities : the first and more common is the creation of the post of executive
secretary or secretary-general (LAFTA, EAC, UDEAC, CACM); the
second, still rare, is the establishment of a community body consisting of a
team such as the Board of the Andcan Group and the Commission of the
Furopean Communities. A community body offers several advantages.
This administrative team formula scems better adapted to the harmoniza-
tion of development plans and the preparation of joint programmes of
joint economic policies and the fate of the common venture does not depend
on the competence and personality of one official alone, since the collegiate
body guarantecs more institutional continuity. It may, however, have its
drawbacks if the members of the community organ do not work well
together. A number of intermediate solutions are applied in practice: for
instance, the secretary-general or the executive secretary may be assisted
by one or more deputies, as in the case of CACM. The solution chosen
depends, of course, on the political circumstances and the degree of integra-~
‘tion, but also on the importance and volume of the institution’s work.

2. ADMINISTRATIVE MACHINERY

28. Whatever the solution adopted, it will not prove satisfactory
unless supported by well-organized administrative machinery. At the
Seminar on the Institutional Framework of Economic Integration Among
Developing Countries, held at Bangkok in January 1972, the leaders of the
regional groupings stated that “To achieve the objectives of the groupings,
it 15 essential for them to be provided from their inception with a full-time
permanent secretariat of high technical capability or its equivalent. Per-
manent secretariats or their equivalent should be adequate to assist in the
elaboration of common or regional action programmes; the preparation
of projects; the control and evaluation of their implementation; and in
servicing negotiations.”™ A competent and adequate administrative infra-
structure is an intrinsic part of the over-all concept of development and

modernization.

29, Nevertheless, permanent secretariats, even of high technical
competence, still raise quite a few problems. In the first place, they have
difficulty in recruiting highly qualified technical staff, who are usually scarce

¢ Ibid., para. 74, p. 13,
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3, AUTONOMY OF THE COMMUNITY ORGAN AND MACHINERY

33, The participants in the Bangkok Seminar came to some clear
conclusions: with the progressive intensification of the co-operation
process, a more active advocacy of the common interest vis-A-vis the national
interests becomes necessary. As cconomic integration advances, it becomes
essential cither to strengthen the powers of the common secretariats or to
establish a coliective regional body, These common institutions should
enjoy the fuliest confidence of the Governments of the member States and
be vested with powers broad enough to enable them to carry out an effective
dialogue with the intergovernmental policy-making bodies. Thus, the
cormon institution should be vested with powers of initiative, of taking
binding decisions and of supervising their implementation. The procedures
leading to decisions by regional or common bodies and their subsequent
implementation should be clear and specific so as to avoid confusion and
duplication of effort.

34. In short, the conclusion is that the authority of the community
institution is based on the confidence it inspires and the competence it
possesses. While it is necessary to give it specific responsibilities in the
framework of the integration process, it is equally essential to endow it
with real powers of initiative and decision.

35, Experience has shown that it is important to give the administrative
machinery clearly defined powers. Even if it is small, the permanent ma-
chinery can be effective if it is free from governmental interference and
political pressure. It must therefore have an adequate degree of independence
conferred by security for its staff and freedom for its technical activities,
Moreover technical autonomy means that the administrative machinery
is subject hierarchically to one community organ only, as in the case of the
Andean Group. Study of the various groupings shows that the autonomy
of their administrative services and of the organs which govern them is
one of the factors that determine their administrative and technical
efficiency.

4. COMMON SERVICES

36. For their maintenance and support, all the integration groupings
save UDEAGC, have set up an integration bank (CACM), a development
bank (EAC) or a development corporation (Andean Group). The pur-
pose of these institutions is to stimulate new regional economic activities
and to correct certain existing imbalances. The past history of CABEI has
shown, however, that the policies pursued by a body of this kind will not
necessarily correct the increasing inequalities and, furthermore, that they
raise the problem of fitting its operations into a common development
strategy.

37, The specialized organs and common services also help to distribute
benefits more equitably. In EAC, for instance, a score of specialized bodies
such as the centres for industrial, agronomic, forestry, fishery and meteoro-
logical research, and, in particular, the four large corporations, combing
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Chapter I

COMMON PROBLEMS

A. Unanimity and majority

40. Unanimity is the rule in most co-ogcrative and integration groups.
Although the purpose of the rule is to obtain as rqugh support as possible
from all members, unanimity applied without discrimination at all levels of
an organization exposes it to many dangers. .The comment mgidr; by the
Executive Secretary of LAFTA is particularly mstructive : unanimity often
becomes a major obstacle to positive action by the Assom.atlon. The constant
need for complicated deals, and the arduous efforts to arrive at a compromise
indispensable for decision, often lead to immobility and obscure the text
of resolutions. Thus a compromise is often reached at the expense of ;I)Ore-
cision and in favour of a confused text which is difficult to interpret.

41. Application of the unanimity rule has other drawbacks also:
the stowness of the decision-making process and the fact that each member
is able to paralyse the process by using its veto. Consequently, there isa
certain contradiction between these constraints and the nee'd for an cffective
decision-making machinery in a modc:_‘n economy, cspeciatly as this rule
is still applied in several regional groupings that have reached an advanch
degree of integration {CACM, UDEAC and EAC). Although 'the‘ Executive
Council of CACM takes its decisions by majority vote, unanimity is required
for all important decisions in the Economic Council. This unanimity
requircment, combined with the necessity for ratification by the member
States, renders the decision-making process a s!ow'and inadequate one,
It is not unknown for this slowness to produce such a time-lag that, when the
decision comes into effect, the situation has changed to thfe extent that the
decision applied is no Jonger in keeping with the actual circumstances.

42. It has been noted that, in UDEAC, the unanimity rule in the
Counci} sometimes has the the drawback of dclaying the settlement of
certain maitters. As long as a single member State does not agree, the de_-
cision is not adopted. The matter has to come repeatedly before the Council

1o See G. Magarifios, Evalracidon del proceso de inregracidn de la ALALC (Monte-
video, LAFTA, 1969), p. 22.
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until unanimous agreement is reached.’ A similar repetition of procedute’
aiso occurs in EAC at all levels. In both groupings, this has effects, which;
according to the matter involved and the viewpoint taken, can be regarded
either as delays or as maturing periods,

43. Nevertheless, the existence of the veto has not in practice prevented
the functioning of these institutions. This, according to some authorities,
implies the existence of a considerable measure of goodwiil making it
possible to find acceptable compromises and to bear the losses resulting
from a common decision without recourse to the veto, EAC would not be
able to operate if the use of the veto was the normal outcome in the case
of issues on which interests diverge. In fact, until unanimous agreement is
reached on the policy to be adopted, the only alternative to withdrawal is
the status quo or inaction.’ In all the examples of integration, analysis of

the cases where no decision was reached is Jjust as significant as that of actual
decisions.

44. At the present stage of integration among developing countries,
there are few examples of the use of majority rules such as those in the
Exccutive Council of CACM and, in particular, in the Andean Group.
Even in the latter case, the members have preferred {o seek a consensus.
Nonetheless, the existence of the majority rule, however limited, has the
merit of clarifying the situation and of making easier the drafting of com-
promise solutions that are accepted by all, Basic decisions of major import-
ance usually require general agreement. For executive functions, for
less important or secondary decisions, for technical decisions or for meas-
ures which merely give effect to unanimous decisions, the adoption of various
forms of majority rule should be considered. The two criteria of techni-
cality and executory effect would improve adaptation of the rules to needs

and prevent inveriable and indiscriminate application of the unanimity
rule,

45. It may be noted here that the specialized organs are already de-
veloping more functional procedures, particularly where activities covered
by general decisions and programmes are concerned. In practice, the func-
tioning of these bodies poses far fewer problems, although the unanimity
requirement may, as in the Councils of EAC, make the work of the
corporations more cumbersome.

46. Efficient procedure is an additional guarantee of the proper func-
tioning of these bodies. Thus the participants in the Bangkok Seminar
concluded that, in the decision-making process, the foltowing basic prin-
ciptes should be taken into account: unanimity or consensus with regard
to the important policy decisions; majority rule in the case of administrative
and operational actions, as well as in the case of action taken by the man-
agement bodies of specialized regional and common institutions.1®

* Yondo, op. cit., p. 14.
1 Green, op. cit., p. 8.
'* UNCTAD, “Report of the Seminar..., op. ¢ir., para. 78, p. 14.
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47. From this standpoint, a distinction is made between important
policy decisions of a grouping (majo_r options, progrgn}mcsland szirategg:
basic standards constituting key decisions) and administrative an .m?he
agement decisions. This distinction is beginning to be applied even in
co-operation groupings.

B. Relations and consultation

48. As integration progresses, relations within .the‘systeki)r]x‘ }t}ei'éqre‘i:c;
become more fluid and diversified, Common 1nstifutions establis t lbut
relationships not only with the competent govermnent‘dqpartmm& Seven
also with various types of experts, professional associations an
economic and social bodjes. N

49, In all the groupings, refations with o{ﬁgiai experts anc}l admmﬂ;stga;
tions are to a greater or lesser degree orgarpzed, ranging ronIn{ clz tioﬁs
mectings or contacts to permanent commissions and org}?.n;. eafrom
with the private sector and the professional associations, whic vacrly ron
one grouping to another, may develop through an econg?[lf anth:]ou )
committee (as in the Andean Group), sectoral meetings (LAM ) or g
participation in the work of the institutions (as in CACM). -

50. Although UDEAC and, in particular, EC/_X have reached a.oir;gal
degree of integration neither of them has given birth to man)tf rfi)g; nal
professional organizations. The ch.le‘f reasons for this seem bo be the
differences in the economic and political structures of the member t thé
the fact that the common institutions have not only not encouirag%e e
creation of such organizations, but have shown themselvels) reluc aifl L
practise a policy of consultation; or pegha}).s sunpl.y the _aﬁseance_tg thei)l(‘
real need, the existing professio_nal organizations being satisfied wi
possibilities of access to the national Governments. o .

. 51. Direct relations are established with integration industries (CACI:Q
or approved industries (UDEAC), a_nd al§o Wlth the users of_ \;gngus rcoans
mon services or the clients of various institutes and specialized org

EAC ’ . - -
( 5?’).. In this way, a dense network is progressively built up of th?%:z
forged by co-operation and soiidant‘y, which in their tun;1 supp(;rtions
regional system. One of the most significant aspects of t ise frfilawin
is the consultation of experts, which may be classified in the following
categories : . .

g(a) Consultation of independent experts—that is, experts without
ermanent official or private ties. ‘
P (b} Personal consultation of na_tional experts, This methocclI has g;iidy
been tested, particularly in EEC, in CACM and in the Plx)n t_aant ctiogé
Its advantage is twofold: first, the experts, not bound by cins rﬁ tions
from their administration, express their views more _frf:eiy arI}1 seebt ech
nically useful solutions; secondly, the techmcal opinions thus o am;atS
may influence subsequent developmepts, p:.irtxculquy smce.the same expe
are often consulted at a later stage in their official capacity.
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{c} Consultation of government experts these are experts representing
the national Governments by which they are generally employed. They are
therefore under instructions to defend a more or less well-defined policy
or position. They also have authority to commit their Governments up
to a certain point. If they have already been consulted in their persosal
capacity, there is no reason why at this second stage they should not some-

times have to give opinions differing from those they previously expressed
in their own name.

(d} Consultation of (“multilateral” and “bilateral™ international
experts. This method is tending to spread, particulatly in regional groupings.,
Such experts are often seconded or recruited by certain organizations
(United Nations, FAQ, 1DB, etc.) and made available to the regional group-
ings. This is the most common procedure. Others consist of close co-
operation, such as that established between ILPES and the Board of the
Andean Group in connexion with regional programming. The exaraple
of the United Nations Team which prepares toint projects in ASEAN is
significant, The Team’s Future, however, is now problematical; when its
work is done, its integration in a high-level permanent secretariat competent
to absorb it might be considered. In other groupings, such as EAC and
UDEAC, multilateral or bilateral experts seconded by public or private
bodies discharge important functions. Their presence raises the question
of the “Africanization” of the higher and technical staff. In fact, when such
persons are available, they are generally snapped up by national civil services
or private firms, The situation is rather similar in UDEAC in regard to
several experts made available by France, Although it is desirable to derive
full benefit from the work of multilateral and bilateral experts, the question

of finding a proper replacement and of further training for senior regional
staff remains.

(e) Consultation of professional experts members of national or
regional professional or trade associations. The morc closely common
decisions affect specific interests, the more the representatives of these
interests endeavour to organize themselves in order to counterbalance
and influence the regional power. The sectoral meetings of LAFTA reveal
other reasons for such consultations: to obtain information, to find support
and to exert pressure on national Governments, if necessary, through the
professional or trade associations, It that way such consultations are a
means of associating economic and social forces with integration.

53. These advantages are not obtained without cerfain risks. As long
as the regional bodies confine themselves to consultation, reserving for them-
selves exclusive power to make the final decision, this form of contact and
collaboration is efficient and useful. Probiems arise, however, when the
professional bodies assume too much importance and try to penetrate the
machinery and have a say in the final decision. This tendency, which is
rare, may be observed in the Councils of CACM, where professional
organizations may speak but not vote, This practice is no longer foilowed
by the Normalization Commission which, although in fact it includes
personalities from the private sector as presidential representatives, has
introduced a new principle : the Commission and SIECA consult the experts
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and arrange hearings but no longer follow the practice of direct participa-
tion in the decision-making process.’ This new approach corresponds to
the conclusions of the Bangkok Seminar on this point: The active co-
operation of private entreprencurs, autonomous public ¢atitics, trade
unions and other professional associations, with the activitics of regional
groupings is important, To this end, suitable arrangements 1o enable com-
mon regional organs to consult with them and be fully familiar with their
views should be made when warranted. Such consultative arrangements
could in certain cascs provide a framework within which they could be
actively associated with cominon endcavours.’

54, In some meetings an oflicial delegation may include a repre-
sentative of a professional or trade organization. To judge by experience,
it is useful to open the doors wide to consultation; but care must be taken
that the representatives of employers’, workers’, and other organizations
do not take part in the actual decision. ‘This question becomes acute only
when the regional grouping directly affects certain occupational scctors by
its activities and impact. At the beginning of a process of integration the
problem is the opposite: the requirement then is to interest some of the
most important organizations in and to associate them with regional

activities.

C. Location of the common institutions and services

55. The location of the headquarters is another problem. In LAFTA,
the Leadquarters have been established in one of the small countries.
Both the Standing Exccutive Committee and the Executive Secretariat are
installed at Montevideo. Meetings of the other organs, the Councii, the
Conference and the consultative commissions, are held in each country
in turn. The Maghreb Group has its principal seat at Tunis; the head-
quarters of the committees and specialized organs are distributed among
the member countries except those which, having no secretariat of their
own, Tollow the order of rotation observed by the Heads of State. ASEAN
has avoided the problem for the time being by applying the principle of
rotation both to the post of secretary-gencral and in the commissions.

56. The system of geographical distribution has been put into effect
in all the integration groupings except the Andean Group, which for the
moment has no specialized organs apart from ADC. Its headquarters
appear to have been chosen on the basis of the criterion of a centralized
position. Similarly, there is a concentration of UDEAC institutions at
Bangui. Only the Accounts Agency has two sub-agencies, onc at Brazza-
ville and the other at Pointe-Noire. The new Interstate Customs School

1 See D, Sidjanski, Dimensiones institucionales de la integracidn latinoamericana
{Buenos Aires, INTAL-IDB, 1967), pp. 139-142. In this study, the author took a similar
view opposing the participation of professional organizations in the decision-making
process, which belongs te the political institutions, and advocating various forms of
consuitation.

15 {JNCTAD, “Report of the Seminat...”, op. ¢it., para. 73, p. 13.
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for traming intermediate-level staff opened in late 1972 at B
capital of the least-developed country in the Union has be
headquarters of the common institutions.

angui.-ThUs;-ztﬁg B
en chosen agthe

57. In CACM, the principle of balanced distributior scived.
CABEI and the Clearing House have their hﬁ:adquart]e}r}s&l Sa?e’%g obgirve;{_
ICAP and the Monctary Council are at San José SIECA m(giu§g;3pa’
are at Guatemala City and OCAS at San Salvador, The specia‘H?ed o
and_common services in EAC are even more widely distributed . th‘}irgans
services of the anc:-ai Secretariat and the Assembly are co:lcé11traltedthe
Arusha, Tameu)ta also has other research institutes (medical rese"reh "
Mwanza, fisheries research at Amani), and the Harbours Corporaczig o
Dar es Salaam. Nairobi is the scat of the Railways and Airways Cor g o
tions, the Directorate of Civil Aviation, the Meteorological and Ingo;i‘;
Tax Departments and several vesearch institutes {industry tubercﬁ[ogi
ete.); the Customs and Excise Department is at Mombasa. "’Fhe Posts anii
Telegraphs Corporation and the East African Development Bank are at
Kanlpala, and two rescarch institutes are also in Uganda. In this wa
EAC has a balanced distribution of its common institutions and serviceg

38. On the basis of these examples, the participants in the Bangkok
_Scmmar reached the following conclusion: “In order to assure a close
m_volvemeni and a c?ircq stake of all member countries in the integration
process, commaon institutions, i.c. permancnt secrefariats, specialized
bod:c;s, common services, etc., should be distributed among the States
provided their efficient operations are not adversely affected. The les';

dCVC!() )Ld me Jle! countries Sh““ d receive p]] T y cons ([ atton i()] ”lel[
4 Q J.'. Of
St
c

59, Only ASEAN, which is in a process of transformation, has not yet
ma_de. a chq:ce andl continues to apply the principle of "ene;'ai ;otation
This is possible until such time as the Association undertaics co~0peratior;
at the prachpal fevel but, even during the period of preparation, this tem-
porary solution nevertheless makes work diflicult. The first step ’thcrefore
should be to remedy this deficiency. Various criteria might be useé to goverri
the choice of site, if ASEAN should decide to es[abﬁsh the nucleus of a
permanent secretariat: a central geographical position especially in view
of the distances between the member countries; prefcren,cc to medium-sized
and.small countries; and consideration of accessibility, communications and
available administrative infrastructure. ,

6('). On the other hand, the distribution of the he g
commiitees and specialized organs could be retained. ?t h\:éfi%us;t;‘zf;ggﬂ:
hlowevc:_*, to replace the triennial rotation of headquarters by a fixed distribu:
tion, With the expansiqn of ASEAN activities, these moves will raise prob-
lems'of cost and efficiency, especially since the commitiees will tend to
acquire a permanent nucleus and to surround themselves with specialists
Whlig the distribution should endeavour to ensure a measure of compcnsa—.
tion, it should also take account of such factors as locally available facilities,

1% UNCTAD, “Report of the Seminar...”, op. ¢it., para. 86, p. 14,
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experience gained in a particular field (rice research in the Philippines),
the co-operation network and other advantages. Thus, the committees
concerned with major ASEAN activities should be situated near the per-
manent secretariat, if not in the same place (e.g., the Committee on Com-
merce and Industry). A different problem arises in the case of committees
with more autonorous activitics, such as the Commiltce on Tourism.
In conclusion, the rotation principie could still be observed in the case of
meetings of the Council while those of specialized organs and committees
should take the requirements of efficiency more into account.

D. Financing of institutions

61, The system adopted by most of the international and regional
organizations is that member States contribute to the budget of the institu-
tion. These contributions may be equal, or different—proportionate to
the economic capacity of each country, In the latter case, criteria similar
to those applied by the organizations of the United MNations system or
LAFTA could be adapted to the needs of other regional groupings. The
system used in ASEAN, in which there are no common budget or fixed
contributions, will no longer be viable once substantial and continuous
activities are undertaken or the decision has been made to set up a permanent
institutional structure.

62. At the other end of the scaie is the expedient adopted by EAC of
establishing a common tax service to collect all the contributions, cover
the requirements of the common services, and distribute the remainder
among the member countries. EAC possesses in this a unique feature which
places it in a position of independence by reason of its self-financing.
The Community is responsible—through the Income Tax and Customs and
Excise Departments—Tfor collecting these taxes and the transfer tax. After
having deducted the cost of collection, which is lodged in its General
Fund, and the allocations provided for by the annual budget, the Com-
munity distributes the balance among the member countries. Under this
system, the Community has an independent budget approved by the
Committee of Community Ministers and the Finance Council, adopted by
the Legislative Assembly and promuigated by the Authority. This original
formula, despite the requirements for the budget to be voted unanimousty,
revealed its advantages during the political crisis of 1971197217

63. However, between these two modes of financing—intergovern-
mental and community—there is a wide range of intermediate mechanisms.
Thus, the commeon or approved industries can contribute a percentage of
the profit on their joint sales resulting from the promotion and intervention
of regional bodies (e.g., COMALFA). The establishment of a commen
external tariff or a common levy may make it possible to finance the com-

¥ See R. Quko, “The institutional framework of the East African Commuaity
with special reference to the East African Common Market arrangements” {mimeo-
graphed), Arusha, 1971, pp. 17-18.
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mon operating or capital budget, any balance being distri nir thi

| il budget, g distributed among th
member countries. Spec;allzgd organs with independent budgets somet%!;g:
cover part of t‘hctr expenditure by income from the services they hav
provided (e.g., industrial research institutes such as ICAITI) o ¢

‘ 64. From this angle, EAC too constitutes an original case which mighit

serve as a model: the corporations operate with their own budgets which are

submitted for approval only to their own Boards of Directors. Moreover.
*

for their capital investment, the i
_ , y have recourse to natio i
national loans. nal and inter-

o 65. While the solution of State contributions may be regarded as an
ar?dtspcnsabic minimum for any permanent organization, the other system
give -the common institutions more budgetary independence andykmor:
‘s‘tablhty. The conclusions of the Bangkok Seminar are along the same lines*

In order to strengthen the regional and common institutions and ensure
their continued operations, an independent source of finance For them
should be sgught in the form of, inter alia, a percentage of Customs revenue
or a share in the profits from common or regional undertakings™.® This
trend seems to be strengthened by the principle of establishing a rglat.ionship
between the services and bencfits provided by a community, on the one hand
and the levies that finance its budget, on the other. . |

E. Common and regional enterprises

66. Common enterprises constitute a tool of integration and develop-
ment. Although they are provided for in more than one grouping, this
formula has seldom bcen used. The régime for intcgration;indust;‘i,es in
CACM has becp applied only rarcly. In UDEAC, considerable use has been
made by the private sector of the rules for enterprises subject to the single
tax, bu‘t they have also made possible the establishment of commuzﬁty
enterprises such as the refinerics, with mixed participation {foreign investors
and member States, in equal proportions). The formula is a flexible one:
although it r_cqui‘res the approval of the Council of Heads of State it does
not nccessgniy involve the participation of all the member countries
Mor.eover, it allows Chad, a former member country, to take part also.
Engineers an‘d qualified regional staff (particularly Gabonese and Cameroon—.
§ans) wprk side by side with forcign technicians, while the Tower level staff
s recrutted focally. Much wider use of this formula scems likely, particularly
in the sectors defined by the new strategy, ,

67. In 1972, the Andean Group adopted (decision No. 46) a single
statute for multinational enterprises and a reguiation on capital for the
region. To be covered by the statute, an enterprise must have a capital not
less than 60 per cent of which has been subscribed by nationals of two or
more member countries. This sharcholding majority must be reflected at
the Jevel of the direction and management of the campany. The objective

¥ UNCTAD, “Report of the Seminar...”, ep. cit., para. 80, p. 14.
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must be of regional importance and adapted to the sectoral development
programmes. By thus eliminating the economic and legal obstacles to the
activities of regional enterprises, the countries members of 1h.e Andean
Group have sought to facilitate the achievement of suc}_l ObjCCtWC? as
balanced development, better use of resources, the exccution of projects
exceeding the capacity of a single country and, in general, the impletnenta-
tion of regional programming.!?

68. 1t will be seen from these examples that communit_y or regional
enterprises can constitute a useful tool for economic gmd social mte%galmn
at the level of research, production and distribution structures® The
examples illustrate the various potential advantages oﬁc1:e§1_by_ these
formulas which, according to nced, can cover certai activities m_thc
private sector or the public sector as well as mixed companies. Various
types of incentives or facilities granted within the framework of a rcg;onal
programme can stimulate the development of these community or regional
enterprises.

1 See Andean Group, Carte informativa oficial ..., op. cit. (Lima), No, 10 (Decem-
ber 1971}, pp. 3-4, o ‘

20 See Current problems of economic integration: The distribution of benefits and
costs. .. (op. cit.), p. 19, annex 1, paras. 85 ef seq.
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Chapter IV

THE DYNAMICS OF REGIONAL INTEGRATION

A. Pre-take-off phase

1. BASES TO BE LAID IN THE ASSOCIATION
OF SOUTH-EAST ASIAN NATIONS

69. To launch the integration process, the first step is to define, on
the basis of the work of the United Nations Team and the Advisory Com-
mittee and in the light of recommendations and experience, specific
objectives and priorities. Once the content and the strategy of integration
have been defined in this way, the next step is to establish appropriate
institutions capable of carrying out the programme.2 It is obvious that the
adoption of a selective liberalization programme, supplemented by sectoral
or global agrcements on regional industrialization, will require for its
execution (implementation and control)} far more than a mere strengthening
of the national secretariats. It will probably be necessary to develop a
central nucleus—or several nuclei—or else, according to a mixed formula, a
central nucleus supported by several centres of specialized activities.
Experience shows that the competence of such a structure is a factor
contributing to development and to the success of regional groupings.

70. This need to adapt the common institutions to practical require-
ments has already been felt in the relations between ASEAN and EEC.
The members have stated that they are ready to adopt institutional solutions
that meet their requirements. What will be needed, therefore, is a technical
instrument for research and for working out common positions, a mech-
anism for continuous consultation of the members and, lastly, a decision-
making mechanism and a common negotiating organ. Thus, incentives
arising both from a renewal undertaken within the Association and from
external requirements seem to be impelling ASEAN to look for permanent
and efficient common institutions capable of meeting these requirements.

# The participants in the Bangkok Seminar took note of the fact that the Association
is beginning to be aware of indications pointing towards a modification in the institutional
framework (UNCTAD, “Report of the Seminar...”, op. cit., para. 28, p. 6).
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One essential condition is that the objectives established should be consistent
with the instruments designed to attain them.

71. The present delay in ASEAN may constitute an advantage inasmuch
as lessons can be drawn from the experience of integration processes already
under way. For example, in so large and so densely populated a region, the
question of the choice between a collective community organ of three
members and a secretary-general assisted by deputy secretaries-general
wouid deserve detailed consideration in the light of the agreed objectives,
Whatever the solution adopted, it should be based on a solid infrastructure.
The specialized organs could be given operational responsibilities and their
own technical machinery to meet their needs and the requirements of their
work. One last example: although the Joint Fund has set up management
committees, it remains handicapped by the unwieldiness of jts decision-
making machinery, Without dwelling on the shortcomings of this machinery,
the approval of projects, instead of being reserved for the Council of
Ministers, could be entrusted to a board of directors acting within the frame-
work of the previously established objectives and priorities. Such a de-
centralization of decision-making would contribute to increased efficiency,

2. A DRAFT MAGHREB AGREEMENT

72. Although the Maghreb Group has reached a more advanced
stage than ASEAN, as the latter is at present, it is nevertheless marking
time: its draft agreement has not yet been adopted. The draft agreement
postpones the study and establishment of common institutions and tends
a priori to concentrate all responsibility in a Council of Ministers of Econ-
omic Affairs. Two solutions could be considered for the immediate future:
institutional provisions could be added to the draft agreement; or a greater
freedom of choice could be left to those who draft the supplementary
provisions by referring in the draft to “the Council or body designated in
the institutional provisions”, Thus either the institutions corresponding to
the economic content of the integration process would be defined at the
present time, or predetermination of the Maghreb structures could be
avoided by concentrating all the powers in the Council. Guidelines for
the deconcentration of functions, the allocation of tasks and the distinctions
to be made according to subject matter and importance could be taken into
consideration.

3. PROBLEMS COMMON TO THE ASSOCIATION OF SOUTH-EAST
ASIAN NATIONS AND THE MAGHREB GROUP

73, ASEAN and the Maghreb Group at present face a number of
common problems, the solution of which will depend to a large extent on
the capacity of the community institution and the central administrative
machinery, surrounded by a greater or lesser number of centres of activity
distributed throughout the region. In both cases the status, autonomy,
technical capacity and staff of this nucleus will be of decisive importance.

162

It is also essential that these institutions should be given a solid basis for the
‘ﬁna_ncil‘l,g of their budgets. Finally, as regards the intergovernmental
institutions, consideration should be given to ensuring greater participation
by th(? competent ministers. Applying the proposed distinctions the
operat_:ona[ rules could be based on the experience of various existing b,odies
(technical bodies such as COMANOR. and the management conumittees
of the ASEAN Joint Fund, etc.). These two groupings, particularly ASEAN
are clearly preparing to eater an active phase which will be decisive for the
future of their regional integration.

B. Periods of inactivity and efforfs at renewal

1. PERIOD OF INACTIVITY IN THE LATIN AMERICAN FREE
TRADE ASSOCIATION

74. In view of the stagnation affecting LAFTA, the question may be
asked whether it is merely a period of inactivity, a chronic crisis or an
impasse. The results achieved by the Association are, of course, far from
negligible: it has succeeded in stabilizing—and even slightly increasing—
intra-regional trade, a number of industrial agreements have been concluded
and, above all, the habit of co-operating and comparing views has become
established among Latin American Countries. Furthermore, it was the
very shortcomings of LAFTA that led to the creation of the Andean
Group. But the continuing difficultics and the periodic crises which have
prevented LAFTA from moving forward and acquiring a new impetus raise
the fundamental question whether this is a good method for developing
countries, and whether LAFTA does not need a radical transformation in
order to resume its course. The question arises whether the Action Plan,
which is an initial answer is, in fact, an adequate one. This Plan consists
mainly of a broad and complex series of studies designed to establish new
foundations for LAFTA. These would involve, in particular, a programme of
liberalization and harmonization of Customs instruments and of industrial
and agricultural development policies. Although this plan is a new test, the
positive and negative aspects of LAFTA constitute a lesson on integration.

2. DIFFICULTIES OF RENEWAL IN THE CENTRAL AFRICAN
EconoMic anp Customs UNION

75. After the crisis of 1968 and the withdrawal of Chad, UDEAC
made good progress with its Customs Union. In contrast, there was a
considerable lag in industrial and transport planning. 1t has not proved
possible to implement the programme laid down by the Treaty and all this
development activity has been paralysed. The recent switch from a global
strategy to a sectoral and selective one promises to give a new impetus to

¥ See LAFTA, Sintesis mensual (Montevideo), No. 82 (April 1972), pp. 234-237,
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this fundamental function of UDEAC. A commitice has been appointed
to draw up, in co-operation with the secretariat, the joint industrialization
programme. The result of this work will be a first test of UDEAC’s effec-
tiveness and dynamism; the second test will be the implementation of the
programme drawn up, the efforts made in the sectors selected and the results
obtained by the communily enterprises. In this respect, there is still a gap
in the institutional system ; the lack of a development and financing institute
comparable to those of other integrational groupings.

76, UDEAC is also behind in the development of a transport and
communications infrastructure, Moreover, atthough it has a model Customs
Union and a well-designed institutional framework, its secretariat has
insufficient technical personnel and financial resources to carry out effec-
tively all the functions assigned to it by the Treaty. Moreover, to accomplish
these increasing tasks more effectively, the Union will have to modify the
general upanimity rule. Although it is justified at the level of the Council
of Heads of State, which is responsible for basic and vital decisions, una-
nimity is pointless at the level of the Management Committee and the other
preparatory bodies, which act in accordance with the Council’s directives
and within the framework of the programmes that it establishes. Lastly,
UDEAC encountered at the start difficulties which have so far prevented
it from tackling the main problem: joint development,

C. Crisis as a dynamic factor

1. SoLIARITY IN THE EAST AFRICAN COMMUNITY

77. The crisis affecting EAC was ended in October 1971 by an agree-
ment between Tanzania and Uganda which was designed to normalize
the functioning of the Community. Political tension revived during the
summer of 1972 and almost developed into open conflict, but a new agree-
ment was reached in October 1972, Although political in origin and not
aimed at the Community, the crisis revealed both the solidarity of the
common scheme and the shortcomings of its institutions. The paralysis of
all the intergovernmental meetings, at the level both of the Autherity and
of the Councils and committees, could not be overcome by bilateral contacts
between Governments or between common institutions and national
administrations. Although the network of corporations and common
services was only slightly affected, thus highlighting the structural inter-
dependence of the members of EAC; and although the central services
continued to deal with common business and to pursue their research, all
decisions relating to the new activities were suspended; furthermore, the
difficulty of adopting the budget in those circumstances, despite the com-
munity system, threatened the entire activity of EAC.

78. Though EAC has made considerable progress with the Customs
Union and in the area of movement of goods, it is lagging behind in the
areas of movement of persons, monetary policy and, above all, agricultural
and development planning. Although preparation of the programme pro-
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viding a framework for the Corporations and the common services is goi
ahead, economic planning and harmonization of national plans are sﬁca:_r}g_
the _early stages; preliminary work has been done on development H}
tourism, multinational enterprises and the siting of new industries Des ict)e
this slow progress, it is clear that EAC is entering upon a decisive phgse
’

as industrial development appears to be a key factor for the future of the
Community,

79, C.oncerning the institutions: the slowness of the decision-making
processes is due to several factors. The first is the complexity of the insti.
tutlox_lal structure, the growing number of organs and committees, and a
certain rigidity and unwieldiness in the administrative procedurés. The
second factor is the unanimity rule applied at all levels, which slows the
preparation of decisions by prolonging efforts to reach a compromise
This approach often leads to ineffective compromises, and even to dead-:
Iocks and postponement. Though necessary in the case of basic decisions
and general directives by the Authority, unanimity becomes an impediment
to progress at the level of the ministers and officials. A more flexible arrange-
ment in accordance with the distinctions proposed would therefore help
to increase the efficiency of the common institutions. A third factor which
may contribute to the complexity of the process is the ambiguity which
arises with a two-headed central administration affecied by the tensions
petween_ Community ministers and the Secretary-General. A further factor
is the limited independent decision-making power given to the Councils
and the Committee of Ministers. At the end of the long process, proposals
become decisions which frequently take the form of mere recommendations.
Of course, th_e consensus achieved in the Consultative Councils may make
up, at least in part, for this lack of binding force. The fact nevertheless
remains that this inadequacy in decision-making and executive power
reduces EAC’s effective capacity.

80. The concentration of final decision-making powers in the Authority
has led some to propose a wider distribution of decision-making capacity.
The Authority, it is true, often merely gives its asseet to decisions submitted
to it by the Community ministers and the Councils; nevertheless, this
degendenge on the Authority exposes EAC to delays and even to the risk of
action being blocked. This is why consideration has been given to the
possﬂ_)zhty of a greater delegation of the Authority’s powers—according to
the distinctions by subject matter and by importance—both to the Com-
mittee of Community Ministers and to the Councils; the Authority could in
addmox_} give them the executive powers which they need. At the moment
the majority of the Acts or decisions passed by the Legislative Assemb[);
must receive the assent of the Authority. Might it not be possible, applying
the criteria of importance and technicality, to give the Legislative Assembly

~ final authority to adopt certain Acts? Another possibility would be to

establish a rule or practice whereby an Act of the Legislative Assembly
vgoqld automatically come into force unless vetoed by the Authority. A
similar system could also be applied to certain categories of decisions of
the Councils and the Committee of Community Ministers. To allow for
the resuiting increase in the work and responsibility of the Councils, which
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are at present purely advisory, consideration should be given to granting
them effective powers commensurate with their tasks. Without resorting
to formal changes, EAC has made a few modifications in the light of
experience, Thus, to ensure that the Councils function more effectively,
it has already regrouped and rationalized their activities. Furthermore, to
counterbalance these intergovernmental or ambivalent elements, the
Secretary-General might perhaps be given greater powers of initiative,
supervision and administrative control; in short, more autonomy. Others
have suggested that the organization, channels of communication and
decision-making processes should be simplified in order to obtain more
effective mechanisms. All have agreed that these reforms are necessary in
order to be able to undertake, with the best chances of success, the new
tasks of joint development. When the Treaty establishing EAC comes up
for renegotiation, around 980, the member countries and the common
institutions could improve the existing machinery, having regard to the
common effort being made in the areas of planning, development and
social activities.

2. CRISIS OF GROWTH IN THE CENTRAL
AMERICAN COMMON MARKET

81. The armed conflict of June-July 1969 between EI Salvador and
Honduras sparked off a major crisis affecting the institutions and the whole
concept of CACM. CACM has left unsolved certain major problems:
the less favourable situation of the less-developed countries (Honduras and
Nicaragua), balance-of-payments disequilibria, losses of tax income,
absence of common policies in industry, agriculture, currency, infrastructure
and the social field and detay in the establishment of a capital market and
free movement of persons. All these acute problems have merely served to
highlight the defects in CACM’s machinery, with the result that a choice
now has to be made between accepting the break-up of the grouping or over-
hauling its structure.

82. The 1969 conflict had many consequences, the suspension of all
relations between El Salvador and Honduras; the halting of integration;
paralysis of the intergovernmental institutions (Central American Economic
Council and Executive Council) and difficulties in the functioning of
SIECA.* While SIECA has resisted these setbacks, the specialized organs,
such as CABE], ICAITI, ICAP, the Monetary Council and the Clearing
House, have continued to operate normally, Morcover, the Monetary
Stabilization Fund was set up during the crisis and work in the field of
agricultural prices continued.

3 The absence of the Secretary-General has weakened the role of SIECA in this
crisis and has caused a certain irresolution and demoralization among its staff. The
extraordinary meeting of Central American Ministers of Economic Affairs, held on
1 December 1972, put an end to this situation of uncertainty and elected a new Secretary-
General of SIECA in the person of Mr. Roberto Mayorga-Cortés.
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83. After several attempts,? the Ministers of Economic Affairs, except
the Minister from Honduras, set up in June 1971 a Commission for the
Normalization of Relations in CACM.% It is composed of two members
from each country, one being the Minister of Economic Affairs and the
other being a person appointed by his country’s President. These presidential
representatives are distinguished by their influence with their President and
also by their individual eminence, their key position in the economy of
their country and their new and far-reaching outiook. The purpose of this
Commission, which replaces the CACM Councils, is to re-establish, with
the assistance of SIECA, the normal functioning of CACM and to strengthen
and intensify the process of integration. Unlike the Economic Council, the
Commission is empowered to adopt its resolutions by majority vote if it
cannot reach unanimous agreement. Moreover, its resolutions aiming to
secure a normalization of relations in CACM are binding on all the member
countries. The object of these measures has thus been to make its action more
eflective, The first test was its resolution No. 1, by which it invited Costa
Rica not to levy the new exchange surcharge on Central American products.
This resolution has been fully applied by the Central Bank of Costa Rica.
The Commission has also adopted various measures aimed at re-establishing
normal trade flows.28

84. Tt is clear that if a new start is to be made, a restructuring of the
machinery and institutions of CACM will be necessary. The time seems to
have come to rationalize and recast the experience and knowledge gained
by CACM. If it is decided to work towards a new basic treaty,?? the new
structure will have to include not only the key elements such as the Customs
union and harmonized, if not common, economic policies, but also two kinds
of innovations: {a) a broadening of the field of action to include the
agricultural and social sectors; the establishment of a common trade
policy including both a common external tariff that can be modified by the
common institutions, a promotion and defence policy and a CACM external

* In December 1969 the five Ministers of Forefgn Affairs met at Managua and
decided : {a) to set up a bitateral Group (El Salvador and Honduras) to work towards
a peaceful settlement; (b to set up an ad hoc commitlee of economists and jurists to
make proposals for reforming CACM; (¢} to convene meetings of the Ministers of
Economic Affairs to arrive at a modus operandi. A modus operandi was worked out but
was rejected at the end of 1970, After this failure, the Honduran Government published
Decree No, 97 confirming the suspension of the Common Market. The crisis worsened
despite many official and private declarations in favour of Central American integration,

% See the Statutes of the Commission in SIECA, Carta informativa (Guatemala),
No. 117 (July 19713, pp. 2-6.

% The first joint meeting of the Ministers of Economic Affairs of the five countries
and of the Monetary Council was held at the beginning of July. One significant event
was the decision concerning exchange and balance-of-payment problems which was
tzken with four countries veting in favour and Costa Rica stating its reasons for
abstaining. (See SIECA, Carta informariva (Guatemala}, No. 117 (July 1971), pp. 9-10.)

% In the present situation, it would be better to take advantage of the opportunity
to tebuiid the whole system rather than tinker with it. The approach adopted should
rapidly lead to defining the objectives, principles and framework of the common action,
the timetable for the implementation of specific measures and the composition and terms
of reference of the common institutions,
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relations policy; the establishment of a compensation system to correct
imbalances and to ensure a better distribution of benefits, and effective
development and infrastructure programming to provide a framework for
the activities of CABEI and the Central American enterprises: (#) a trans-
formation of the institutions in the light of experience and having regard to
the new objectives: the Central American Economic Council could, by
institutionalizing the practice, include other competent ministers; assisted
by an intergovernmental body, it should also have support from a strong
community institution with regional responsibilities.®® This solution raises
two questions: the position of the Secretary-General in this structure
and the number of members. As the executive head and hierarchic chief
of the common administration, the Secretary-General should form part
of the Commission, the community organ. Moreover, the number of mem-
bers of the community institution should not exceed five, to ensure that it
can perform its regional task efficiently.”

85. In accordance with the stated principles, both the intergovern-
mental institutions and the community bodies should have real decision-
making powers commensurate to the tasks assigned to them. In particular,
the community institution (Commission) should have, in co-operation with
its secretariat (SIECA), recommendatory, executive and supervisory
powers. The important common decisions of a general character adopted
by the Central American Economic Council shouid be based on commuaity
proposals. In general, the restructuring could make use of the experience
and the approaches described in this study. Two obstacles would have to
be overcome: the unanimity requirement in the Economic Council and the
protocol ratification procedure. The unanimity rule could be confined to
basic or vital decisions. The cumbersome protocol procedure should be
abolished, except in the case of acts adopted outside the frameworks laid
down by the General Treaty or by basic decisions. If it should be considered
advisable to institutionalize the Presidential meetings, this new structure
should have a certain degree of flexibility: the Presidents could lay down
broad guidelines, settle vital questions and give an impetus to the integra-
tion process. In addition, arrangements should be made to set up a judicial
body for settling conflicts, to establish certain operational, programming
and research agencies, and to create a more autonomous means of financing
the institutions,

86. Following the meeting of the Ministers of Economic Affairs and
Finance in December 1972, a restructuring machinery was established:
proposals by SIECA or by Governments will be considered by a high-level
committee responsible for CACM and will then be submitted for decision

2 This is the solution proposed in Dimensiones institucionales. .., op. ¢it.,pp.145-148,
This solution is a clearer one than that originally suggested by the Presidential repre-
sentatives whereby the members of the Executive Council would be appointed for a
period of at least three years and would have the role of regional leaders and powers
specified in the General Treaty, or additional powers.

W See Nimensiones institucionales. . ., op. cit., p. 145 et seq. See also SIECA, Aspectos
institucionales de la Comunidad econdmica centroamericana, Stady No. 11 (Guatemala,
Qctober 1972).
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to the meeting of Ministers of Economic Affairs and Finance and President
of the Central Banks. Since the present crisis came about largely becausee&s
Instruments were inadequate to deai with the real problems and needs i
can be solved only by transforming CACM and giving it a strong frc;sia

start. In this way, a crisis of growth, causing ‘eat
, a threat of com -
can lead to progress. ’ - plete break-up,

3. DYNAMIC DEVELOPMENT AND INSTITUTIONS | THE EXAMPLE oF
THE ANDEAN GROUP

87, The Andean Group has drawn on the experience acquired by the
reglon_al Integration groupings to devise a dynamic system. First, it has
made itself a framework which establishes its main lines of action a’nd fixes
Its aims and principles but does not encumber it with too detailed and
ﬂex1blg a set of regulations. Secondly, the main components of the structure
are bel'ng put in place according to a time-table which, by making commit-
ments in adyamce3 gives a clear prospect from the outset and creates a climate
of security in WhIC.h the social and cconomic activity can progress. Further-
more, the Group is endeavouring to strike a balance between the instru-
ments of the enlarged market and those for development programming
This paralle]g;m has been respected, for the Andean Group has embarkeii'
not only on liberalization but also on the introduction of common regula-
tions and statutes and the definition of the first sectoral programme for
the deve!opn?ent of industry. The Andean Group seems to be passing ifs
ﬁrst_ test satisfactorily., For its development strategy it has appropriate
institutional machinery whase efficiency is due to a balanced representation
of national and common interests. While the balance is sound, it is never-
theless constantly threatened. The disproportion between thc,a increasing
volume of the Board’s work and its limited resources and small adminis?
trative staff may cause a shift, of the real powers to the intergovernmental
Institution. Shpu[d this happen, the member States, their civil services and
public institutions and their representatives and experts could again assume
a predomu?ant rofe at the expense of the community institution. The devel-
opment of integration and of common responsibilities must be accompanied
by a strengthening of the facilities at the disposal of the Board. In addition
to this internal effort, action is required in the field of external relations
Despllte a certain convergence or co-ordination in this field, institutionai
machinery is lacking. For this rcason, the Ministers of Foreien Aairs
have recommended to the institutions of the Andean Group the establish-
ment of appropriate machinery. This is one example of the dynamism\of
the integration process, where the successful discharee of prescribed tasks
creates new nef:ds that, in their turn, can give rise to institutionalized
solutions. The interplay of all these factors appears to give great vitality
;0 the Andean Gro_up, whi.ch is open.ing a new path for regional integration.
t:)l sggr(;rizln\iwéi);s&tt'lns experiment, which is only in its initial stages, is proving
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4, THE DYNAMICS OF INTEGRATION

88. The dynamics of integration involves above all two interdependent
factors: the dynamics of the integrated sectors and the dynamics of the
regional institutions.

89. Integration, once started, should cause a genuine take-off. Efficient
functioning of the integration machinery in some strategic areas should
generate the need for co-operation in related and complementary sectors.
1f this basic concept is correct, the success of economic integration depends
essentially on a development strategy covering key sectors, promotion of
the region’s external trade, a rational policy for joint use of external assist-
ance and the establishment of common services.

90, In this process, the institutions play a vital role, as they provide
the framework, the support and the means for joint action. Hence the
importance of the institutional structures, of their administrative and
technical capacity, of their ability to guide and take charge of the common
enterprise, of their cfficiency, and their ability constantly to adapt themselves
to social requirements and changes. All these are examples of factors which
give an institution its own dynamic impact.

91, Institutions produce by their action effects which spread and
increase, both inside and outside the region. In particular they forge numer-
ous links of co-operation among political leaders, officials and experts,
among social and economic transactors and among professional or trade
organizations, so that regional solidarity is progressively developed. As
this solidarity becomes active it produces shock waves which support the
common endeavours of the institutions, These are only some features of
an integration process which relies on the harmonious and cumulative
effects of the dynamics of development and the dynamics of institutions.
Where these interdependent factors give each other support, we come
closer to the dynamic model of regional integration.
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ANNEX 1

Regional grouping statistics

Trade
! Total Total - — A {
I/miﬂ?éz, of Anrr’;ua‘fre Density i;g;l:_orrs e;gog.rs fok. P ercfrfmge Tozg{ ) grot?fril:‘ fa{e Per ca}pita
Area in- growth r "y s illi ) (S million)  of total (% million 5,
Country S habitonss) kil Tisve. Tare” e Clow”  Gepers | 1970 19601970 _19 70
I. Co-operation groupings
. LAFTA
A 2777 - s 8 [ 685 1773 366 20.6 25420 4.2 1095
Argentioa . .- S o 26 4 165 27 20 8.8 916 5.6 187
= Bolivia . . . . . . . . 1 098 4.9 - » 2849 2739 303 181 34600 60 373
& Brazil . . . . . . . .. 851l 92.8 3.2 ) 031 1247 152 19.2 7385 4.4 830
i S 757 89 24 ! 3 606 5.2 313
Chile . . . . 311 12 18 g4 724 53 7.3 6
Colombia . . .. ... L1139 2l 20 247 28 i7r 78+ 1602 51 263
Ecuador . . . . . coe 84 &1 ’ 25 2 461 1402 93 6.0 33 180 6.3 676
oXicO . . . e 1972 49.1 15 = ' 5 0 47 242
Mexico . . a4 37 5 64 64 24 375 33
Paraguay . . . - - - - 407 e 31 11 619 1044 65 6.2 5917 5.1 433
Pert . . . . . . .. L2 13.9 ! 16 233 233 29 12.9 2363 1.4 314
Uruguay . . . . . - - ;:1’ 13‘4 Ve " 1713 2 691 137 5.1 9580 4.7 921
Venezuela . . . . . - i . ‘ % 10.2% 128 149 54 344
Total LAFTA 193190 2354 29 i2 (1811 12362 1259
. MAGHREB . " )
? 2 143 3.8 8 1257 1009 17* 1.7* 4180 1.8 292
Algeria . . . . . - 233 : : v 684 483 - 3 4.7% 3 341 4.0 215
Moroceo . . . - . - . “s 18520 ot 06 181 5o 59 1225 42 240
Tunisia . . . . . - - . 164 5. - - " 2.9 251
; 49 2.9 8 746 :
Total MAGHREE — 259] 34.9 34 12 2247 1678
C. ASEAN
Indonesia . . ., . .. 1903 1212 28 64 893 1009 49 49 12600 3.3 104
Malaysia . . . .. .. 333 10.4 1.4 31 1525 1762 8 0.5 3837 63 369
Philippines . . . . . . . 300 36.9 3.0 123 1210 1119 63 5.6 10230 57 277
Singapore . . . . . . . 1 2.1 2.3 395 2461 1554 14 0.9 1970 69 938
Thailand . . . .. . . 514 34.4 3.4 67 1293 710 106 14.9 6510 81 189
Total ASEAN 3031 2050 2.9 67 7382 6154 240 2.9 35147 53 171
I. Integration groupings
A, EAC
Kenya . . ... ... 583 1.2 2.9+ 13 441 304 87 28.6 1582 52 141
United Rep. of Tanzania . 940 13,3 2.6 14 317 259 21 8.1 1332 52 100
| Uganda . . . . . . .. 236 9.8 2.5% 40 171 278 24 122 1297 52 132
Total EAC 1759 34.3 2.6% 19 929 841 42 6.9 4211 52 123
‘ 3
“ B, UDEAC
Cameroon . . . . . . . 475 5.8 2.2 12 245 233 3b 1.2°® 990 5.3 171
Central African Rep. . . 623 1.6 2.3 2 41 33 7% 17.0° 200 00 125
Gabon . .. ..... 268 0.5 1.3 2 86 123 6 700 309 50 €18
People’s Rep. of the
Congo . .....,. 342 0.9 2.1 3 60 38 3% 590 233 55 259
Total UDEAC 1708 8.8 23 5 432 427 9% g44® 1732 45 197
C. CACM
Costa Rica . . . . .. 51 1.7 3.2 33 317 231 69°  218°% 921 64 542
El Salvador . . . . . . 21 3.5 3.8 158 214 228 61 285® 1008 58 288
Guatemala . . . . . . . 109 5.2 3.1 46 284 298 65° 219% 1844 5.5 355
Hoaduras . . . . . . . 112 2.6 34 22 221 171 54%  243% 681 5.1 262
Nicaragua . . . . . . . 130 2.0 3.7 15 198 175 50t 25280 832 68 416

Total CACM 423 15.0 3.5 34 1234 1103 299%  242% 5 286 5.9 353
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Regional grouping statistics {confinued)

Trade

Population Exports to members Gross national product
of grouping ®
Toral Total Total
(millions of  Annual imports exporis As Annual
Area in- growth rate  Density ek f. fo.b. Ffob. percentage Total growth rate Per capita
{millions  habitants) {32} per km®  ($ million) ($ millior} ($ million)  oftotal  (§ million) (9] (%)
Country of kin?) 1970 1963-1970 1979 1970 1970 1970 expores 1970 1960-1970 1970
D. ANDEAN GROUP

Botlivia 1098 4.9 2.6 4 165 221 2% 0.9* 916 5.6 187
Chile 157 8.9 2.4 12 931 1247 - 17 1.4* 7385 4.4 830
Colombia 1139 211 32 18 844 724 56% 7.7* 6 606 5.2 313
Ecuador . 284 6.1 3.4 21 247 218 25 1.5 1602 5.1 263
Peru Ce 1285 13.6 3.1 il 619 1044 21 20 5917 51 435
Venezuvela . . . . . . . 912 10.4 36 il i 739 2637 64 2.4 9 580 4.7 921
Total ANDEAN GROUP 5475 65.0 3.0 12 5 345 & 097 185* 3.0* 32006 4.8 492

Sources : United Nations, Statistical Yearbook, 1971, and Montkly Bulletin of Statistics, September 1972; IBRD-IMF, Direcitiorn of Trade, Annual 1956-1970, EAC, East African
Statistical Departmens, Economic and Statistical Review (Nairobi, December 1971); INTAL, La integracion Economica de América Latina (Buenos Aires, 1971); UDEAC, Bulletin
d'information, Nos. 8E and 9, 1972; AID, Office of Statistics and Reports, Estimates of Gross Natienal Preduct (Washington, D.C., I April 1972).

* Estimate.

3 The statistics of intrarsgional trade are far less accurate than the total trade statistics, since account must be taken of unrecorded frontier-zone trade, contraband and
unsatisfactory evaluation methods, The intraregional trade Ggures are therefore only indicative and too much importance should not be attacked to the annual variations.

® Intraregional imports.
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Organizational chart of the Board
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