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I. OVERVIEW OF RECENT DEVELOPMENTS IN TRADE AND INTEGRATION
IN LATIN AMERICA AND THE CARIBBEAN

Beginning in the second half of 1997, Latin American and Caribbean (LAC) countries were
affected by a series of external economic events that in many cases compounded existing
domestic problems. The Asian financial crisis affected LAC countries through contagion in
financial markets and a large contraction in Asian imports.  The crisis moreover exacerbated a
cyclical decline in commodity prices. Meanwhile, the US economy continued to absorb a
growing amount of LAC exports, and sales to Europe expanded as well.  Despite a difficult
economic environment, the value of both LAC exports and imports was higher in 1998 than in
1997, although growth was significantly lower than in the earlier years of the decade (see Annex
A and B).

According to preliminary estimates for 1999, Latin America’s trade performance will deteriorate
further this year. Intra-regional trade, in particular, will contract in most subregions. For the first
time since the debt crisis of the 1980s, the region will witness absolute declines in trade flows at
the aggregate level (see Annex C).

This chapter begins with a brief analysis of the global environment for LAC trade in 1998 and
1999.  It further examines the impact of world economic conditions on the region’s trade and
integration, and discusses the importance of regional trade for exporting manufactures.
Subsequent chapters of this Periodic Note provide a more detailed overview of recent
developments in trade and integration in major Latin American and Caribbean subregions, as
well as LAC relations with extra-regional partners and the region’s participation in the Free
Trade Area of the Americas (FTAA) process.

Contagion and Transmission Effects of the Global Financial Crisis

The effects of the global financial crisis on Latin America and the Caribbean intensified in the
second half of 1998.  Falling commodity prices – which caused external imbalances – were
accompanied, from August 1998, by additional financial instability stemming from the Russian
crisis.  Brazil was the economy most severely affected by financial contagion.  In mid-January
1999 the real was allowed to float, leading to a sharp depreciation of the Brazilian currency.
Although the devaluation produced only limited financial contagion in the rest of Latin America,
its trade effects are still being felt throughout Mercosur.  The devaluation had little effect on
trade flows outside the Southern Cone – within Latin America, Brazil trades mostly with its
Southern Cone partners. Trade in the remaining LAC subregions, however, has been negatively
affected by other events.

As regards the global economic context, it is worth noting that growth in world output fell from 4
percent in 1997 to 2.5 percent in 1998.  In September 1999, the IMF was projecting 3 percent
growth in 1999 and 3.5 percent in 2000.1  More significant has been the fall in the expansion of
world trade in goods and services.  From an exceptionally high rate of almost 10 percent in 1997,
                                                          
1 IMF, World Economic Outlook, September 1999, Washington, DC.
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the volume of world trade rose by only 4 percent in 1998.  The estimated rate for 1999 is again
about 4 percent.  This contrasts with a much higher growth rate in 1991-96 (6 percent a year on
average).2

Growth rates declined for both exports and imports. While in 1997, advanced economies3 saw an
expansion of 9 percent in their imports, such imports grew by only 5 percent in volume terms in
1998, with a projected growth rate of 6 percent in 1999 and 2000.  This is despite continued high
growth in US imports. The advanced economies are key markets for LAC exports.

LAC trade performance in 1998 and 1999

LAC trade performance in 1998 and 1999 has been affected not only by slower expansion in
world trade and declining import growth in developed countries, but also, in some LAC
countries, by the occurrence of natural disasters. In addition, the unit value (price) of the region’s
exports fell by between 7 and 9 percent in 1998,4 with a further decline of 2 percent projected for
1999 according to the IMF. Although commodity prices had started to decline prior to the Asian
crisis of 1997-98, the latter’s depth and its extension to a global financial crisis made the price
fall more severe.  For LAC countries, this has been the major fallout from the Asian crisis.

As a result of the above, the value of total LAC exports5 grew by only 2 percent in 1998,6 the
smallest annual growth rate of the decade.  This contrasts with an average annual growth rate of
13 percent for the period 1991-97.  The largest decline in 1998 was observed in LAC exports to
Japan (17 percent) and to the three NICs7 (9 percent).  It should be noted that exports to the NICs
had already fallen by 19 percent in 1997.  Exports to the European Union (EU) and to countries
within the region barely changed, while those to the United States grew by 4 percent.

Export performance in 1998 was not homogeneous across the different subregions.  Total exports
grew for the CACM (17 percent), Caricom (0.5 percent), and Mexico (7 percent).  They declined
in Mercosur (-3 percent), the Andean Community (-11 percent) and Chile (-5 percent).  This
shows the uneven effects of world economic conditions on LAC countries in the last 18 months.
While South America has been negatively affected by declining commodity prices, the Asian
crisis and the slowdown in its own economies, the rest of LAC, particularly Mexico and CACM,
have continued to benefit from strong growth in the US economy.

In 1999, low commodity prices will continue to affect export performance in the region at the
aggregate level.  The World Bank’s price index of non-energy commodities fell by 14 percent
between January-July 1998 and the same period of 1999.  The exception is the price of
petroleum, for which the index rose by 8 percent between the same two periods, in part due to
action by the OPEC countries.  Weak commodity prices are affecting mainly the South American
                                                          
2 Calculated on the basis of the growth rates in IMF, op.cit.,. Statistical Appendix Table 5.
3 This includes the US, Japan, Canada, the EU, Hong Kong, Korea, Singapore, Taiwan, Australia, Iceland, Israel,

New Zealand, Norway and Switzerland.
4 The first figure is from IMF, World Economic Outlook, May 1999; the second is from ECLAC, Estudio

Economico de America Latina y el Caribe 1998-1999.
5 LAC here includes the members of ALADI, CACM, Caricom, the Dominican Republic and Panama.
6 IMF, Direction of Trade Statistics, except Mexico, SECOFI.
7 Hong Kong, Singapore and South Korea.
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economies, which are more dependent on natural-resource exports than their counterparts in
Central and North America.  In addition, the effects of hurricane Mitch and other natural
disasters will be reflected in lower export growth - or even declining exports - in 1999.

This year, Latin American8 exports to the world are estimated to decline by slightly more than 1
percent (see Annex C).9  Among the subregional groups, the largest declines are expected for
Mercosur (-14 percent), CACM (-9 percent) and the Andean Community (-4 percent).  For all
subregions except CACM, the fall in total exports is mostly explained by the weak performance
of intra-regional trade, as will be discussed in the next section.10

The decline in LAC export growth cannot be attributed to protectionism in export markets.  In
the industrialized economies, the only serious danger of disruptive protectionism has arisen in
the steel sector.  And while some Asian countries (Malaysia, the Philippines and Thailand) have
temporarily raised tariffs on some of their imports,11 the combined effect of such measures on
LAC exports appears to be relatively limited (compared to the more serious effects arising from
the prolonged Asian recession and resulting decline in import demand).  Additionally, there
appears to be no evidence that Asian exports have displaced those of Latin America in the US,
EU or Japanese market.

As GDP growth in the region has slowed, so too has the growth rate of imports.  After increasing
by an average 18 percent a year in the decade to 1997, imports expanded by only 2 percent in
1998.  Recession and the need to adjust current account deficits in South America will imply an
even lower rate of import growth in 1999 and possibly a negative rate for the first time in this
decade of more open trade regimes.

Impact on Intra-regional Trade and Integration

Intra-regional trade has also been severely affected by the spillovers of the global financial crisis.
Intra-LAC exports grew by only 2 percent in 1998, a significant fall from an average yearly
growth rate of 19 percent in the previous years of the decade.  In 1998, intra-bloc exports grew in
the Andean Community (6 percent), CACM (14 percent) and Caricom (14 percent), but declined
in Mercosur (-2 percent).  It is nevertheless worth noting that in those subregions where total
exports declined, intra-regional trade either contracted by a smaller percentage or grew.
However, considering that most of the South American economies are either in recession or
showing very little growth in 1999, intra-regional exports are estimated to decline sharply in
absolute terms this year.

Indeed, according to preliminary estimates, intra-Latin American exports will decline by 26
percent in 1999 (see Annex C).  The largest declines are projected for Mercosur (which is likely
to see a drop of 31 percent in its exports to Latin America), the Andean Community (-21 percent)

                                                          
8 Includes the countries of ALADI, CACM and Panama.
9 The estimates are based on data available as of September 30, 1999.  For most countries this means that they are

based on the performance of exports in the first seven months of 1999.
10 Mexico is also an exception.  Mexican exports to NAFTA will be higher in 1999 than in 1998.
11 IMF, World Economic Outlook, May 1999, Washington, DC.
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and the Group of Three (-25 percent).  Intra-regional exports within these three subgroups are
also expected to fall, and in all of them by more than 30 percent.  The result is that intra-ALADI
exports may decline by 30 percent in 1999.  In contrast, intra-CACM and intra-NAFTA exports
are projected to expand; the former by 2 percent and the latter by 8 percent.

Only two subregions of the hemisphere are likely to absorb more Latin American exports in
1999 than in 1998: NAFTA and CACM.  Latin American exports to NAFTA are expected to
increase by 9 percent.  With the exception of CACM, all subregions are likely to increase their
exports to NAFTA.  Given that, for most subregions, the decline in intra-regional exports will be
larger than that of total exports, the share of the former in the latter will fall quite significantly
(see Annex C).

Declining commodity prices, lower economic growth and/or recessions in most LAC countries,
and a fear of the effects of the Asian devaluations on LAC competitiveness have led to an
increase in protectionist threats in some Latin American countries and to the actual adoption of
protectionist measures in others.  These measures have mainly sought to address fiscal and
external imbalances, although sectoral disruptions have also contributed to the trend.  However,
as troublesome as some of these measures are, they do not represent a reversal from the
liberalization policies adopted by the region since the mid-1980s.  The greatest concern lies in
the consequences of such measures for regional integration.  Further steps to deepen integration
may be postponed, while in some subregions one can observe a serious rise in trade tensions, as
is the case in Mercosur and the Andean Community. Investor confidence in the subregional
market could suffer as a result. Hence, when dealing with conjunctural trade problems, policy
makers in the region need to keep in mind the long-term strategic benefits of regional integration
and the importance of preserving the significant gains achieved to date.

In response to external and internal imbalances, some countries have taken unilateral measures to
increase import tariffs.  Others have introduced new administrative barriers such as more
stringent phytosanitary measures, labelling requirements, safeguards, import registration
requirements (equivalent to automatic licensing procedures), minimum prices, and restrictions on
transport modes.  Nonetheless, there are also countries that have not modified their tariff
schedules (Bolivia, Peru) or have further reduced import taxes (Central America and Chile).
Moreover, and despite the emergence of new trade restrictions, tariff levels in LAC remain far
lower than in previous decades. They are also, in general, lower than those prevailing in other
developing regions.

An important source of concern is that on several occasions, trade measures - including tariff
surcharges - have been applied on all imports, including those sourced intra-regionally. This has
potentially negative consequences for the future of integration schemes, even if the measures are
only temporary.  First, an important motivation for signing onto integration agreements is the
desire to guarantee market access for a country’s exporters and investors.  If restrictions affect
both partners and third parties, this incentive is undermined, as is the credibility of existing
commitments and the political support for integration.  Second, the transmission of economic
disturbances is strengthened.  Recession and currency devaluation in one member country of an
integration scheme will negatively affect the exports of the group’s other members.  This will
slow down the subregion’s GDP growth (assuming that intra-regional exports are a significant
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share of GDP).  The additional imposition of trade barriers will reinforce this negative impact on
exports.

Intra-regional Trade and Exports of Manufactures

The commodity composition of exports within an integration scheme differs from that of exports
to the rest of the world.  This has implications for the contribution that integration makes to the
diversification of exports and for the transmission effects of economic disturbances to integration
partners.

Table 1 shows that in all three integration schemes for which data are available, the share of
manufactures is higher in intra-bloc exports than in total exports.12  In 1996, manufactures
accounted for 70 percent, 63 percent, and 61 percent of intra-bloc exports in CACM, the Andean
Community and Mercosur, respectively.  This is much higher than the share of manufactures in
the groups’ total exports: 30 percent for CACM, 21 percent for the Andean Community, and 48
percent for Mercosur.  Except for CACM, moreover, the share of manufactures in intra-bloc
exports rose faster than that in total exports between 1990 and 1996.

The expansion of intra-regional exports is contributing to export diversification and to a move
away from natural-resource commodities.  Conversely, a contraction of intra-regional trade has a
more serious effect on manufactured exports, which in many cases cannot be easily diverted
towards extra-regional markets.13  A large devaluation of a partner’s currency will also affect
manufacturing industries to a greater extent.  It is not surprising, then, that the combination of the
latter two effects produces an increase in protectionist pressures and growing trade disputes
among members of an integration scheme.

                                                          
12 In general, four sections of the SITC are considered to include manufactures: Chemicals and related products

(section 5), Manufactured goods classified chiefly by materials (section 6), Machinery and transport equipment
(section 7), and Miscellaneous manufactured articles (section 8).

13 This is for several reasons: remaining shortcomings with respect to international competitiveness, protection in
third markets, products adapted to subregional incomes, taste and custom, incomplete marketing networks, etc.
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TABLE 1. COMPOSITION OF EXPORTS BY INTEGRATION SCHEMEa

(Percentages)
CACM ANDEAN COMMUNITY MERCOSUR

Intrabloc Total Intrabloc Total Intrabloc Total
SITC section 1990 1996 1990 1996 1990 1996 1990 1996 1990 1996 1990 1996

Food and live animals
chiefly for food 18.9 22.6 64.8 59.3 12.2 13.4 14.2 16.5 31.6 20.2 26.8 28.8
Beverages and
tobacco 1.3 0.0 1.1 0.0 0.3 1.3 0.3 0.5 0.8 2.4 1.8 2.7
Crude materials,
inedible, except fuels 4.2 3.6 6.9 6.5 6.7 5.0 6.2 5.6 9.8 5.6 15.6 11.6
Mineral fuels and
lubricants and related
materials 1.3 2.0 1.4 1.8 20.9 16.3 59.3 55.7 3.4 9.8 3.6 4.8
Animal and vegetable
oils and fats and
waxes 1.1 2.0 0.3 0.9 1.9 1.0 0.1 0.4 0.9 1.3 3.6 3.9
Chemicals and related
products 25.8 22.2 6.3 8.1 16.7 17.0 2.0 4.1

14.5 10.5
6.0 6.2

Manufactured goods
classified chiefly by
material 32.1 29.1 10.8 10.4 28.3 26.3 12.5 11.7 17.4 16.1 23.1 20.2
Machinery and
transport equipment 5.7 7.7 1.9 3.8 6.3 13.0 1.3 2.2 17.4 29.3 14.3 16.6
Miscellaneous
manufactured articles 9.5 10.8 6.4 9.2 6.6 6.9 4.0 3.4 4.1 4.9 5.1 5.3

Source:       IDB, Statistics and Quantitative Analysis Unit.
Note:          a Excluding section 9, Commodities not classified elsewhere in the SITC.



7

II. INTEGRATION DEEPENING: TRENDS IN MAJOR SUBREGIONS OF THE
HEMISPHERE

Andean Community

The Andean integration process celebrated its 30th anniversary this year. Established through the
Cartagena Agreement in 1969, the Community (formerly known as the Andean Group) enjoyed
some success in its early years, and has endured through hard times as well. The 1980s were
particularly difficult for the subregion. In the 1990s, however, the group’s members – Bolivia,
Colombia, Ecuador, Peru and Venezuela – have revitalized their integration process and moved
further than ever before in their efforts to liberalize trade and strengthen intra-regional links.

With the impetus of the Quito Protocol (the 1988 Protocol Amending the Cartagena Agreement)
and guided by the Strategic Plan for the Reorganization of the Andean Group (1989), the
Community established a free trade area in 1993 and a partial customs union among three
members (Colombia, Ecuador and Venezuela) two years later.  Although Peru did not initially
subscribe to these agreements, it did negotiate bilateral trade accords with the other members,
and in 1997 agreed to terms for full integration into the Andean free trade area by 2005.

In 1998, the Andean presidents established broad guidelines for transforming the Andean
Community into a common market by 2005 and in May 1999, pledged to do so.  In the years
ahead, negotiations are to cover not only free trade in goods and services, but also the free
movement of factors of production and greater macroeconomic policy coordination.  Andean
countries, moreover, have plans to adopt a common foreign policy, especially in the area of trade
negotiations.  They are already negotiating jointly in the ongoing FTAA process, and have
negotiated as a bloc in the recent trade talks with Mercosur and Brazil (see Chapter III).  In
addition, Colombia has called for the adoption of a unified Andean position on agriculture before
the next WTO round of multilateral trade negotiations.

The momentum towards deeper integration has been threatened recently by unfavorable
economic developments both within and outside the region.  Throughout the past year, relatively
new administrations in Colombia, Ecuador and Venezuela have been grappling with varying
degrees of domestic political tension, often the direct consequence of increased economic
uncertainty.  According to the Andean Development Corporation, Andean economies could
contract by 3 percent in 1999.  Recent setbacks in meeting integration timetables, along with a
resurgence in protectionism, serve as warnings that the Andean integration process is far from
fully consolidated, and will require constant political commitment and respect for jointly
accepted rules if it is to continue the progress of recent years.

Towards a consolidated free trade area

While plans to create a free trade zone were formulated as early as 1969, free trade was not
achieved until the early 1990s.  Following the La Paz Act of 1990, which called for an
acceleration of intra-group trade liberalization, Colombia and Venezuela were the first to achieve
free trade, finalizing their tariff-elimination program in January 1992.  Bolivia opened its market
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later that year in October, and Ecuador followed in January 1993.  Peru is scheduled to eliminate
tariffs gradually, with approximately 85 percent of tariff lines liberalized by 2000, and the
remainder by 2005.  This process was given a boost by the October 1998 Peru-Ecuador peace
agreement and a subsequent free trade agreement signed between those two countries in April
1999.  The Andean Community has its own set of rules of origin, last updated in 1997.
Competition rules and unfair trade practices (antidumping and countervailing duties) are also
subject to a regional framework mechanism, and a common regime on intellectual property,
including patent, trademark and copyright protections, has been in force since 1993.

While an Andean free trade area (not including Peru) is officially in place, intra-group trade
continues to be restricted by a number of remaining non-tariff measures (NTMs).  There has
moreover been a certain upsurge in protectionism in the past year, and a number of trade disputes
have emerged within the Community.  These have been fuelled, in large part, by serious
economic problems in several Andean countries, particularly after the onset of the international
financial crisis in 1997.

New trade restrictions: a short-term trend?

Countries have responded to the financial crisis for the most part unilaterally, including the
imposition of non-tariff safeguard measures and restrictions on trade (safety, sanitary standards
and transport regulations are common), restrictive monetary policies, tax hikes, reduced public
spending and devaluation.

Some of the trade restrictions applied in recent months have sought mainly to curb imports from
non-Andean sources, although intra-group trade may have suffered as well.  Such measures
include the introduction by Venezuela of a tariff surcharge on some 800 products from all
sources (including the Andean countries) in April 1998, and an Ecuadorian surcharge of 2-5
percent on imports introduced in the same month.  Ecuador raised its surcharge to 2-10 percent
in February 1999, but suspended the surcharges for Andean Community members in April 1999.
Colombia recently imposed requirements for pre-shipment inspections of electronic goods
imported from third parties.

There have, moreover, been specific incidents of intra-group disputes and trade restrictions,
some of which have provoked serious conflict.  An ongoing dispute between Colombia and
Ecuador involves various two-way restrictions on agricultural products including rice, sugar, and
fruit, while Venezuela imposed curbs on Colombian truck traffic in its territory earlier this year,
despite a 1997 Andean decision that allows free cross-border truck movement (with some
restrictions). The two parties nevertheless reached an agreement following mediation by
Community institutions.  Many of the new non-tariff trade barriers imposed in recent months are
administrative in nature, and not formally recognized community policy.

Common external tariff

In 1994, all countries except Peru approved a new Andean CET, which replaced an older
common tariff structure created in the 1970s.  Activated on February 1, 1995, the new CET
considerably lowered rates of protection compared to the old regime, with fewer (temporary)
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exceptions.  Products are subject to external tariff rates of 5, 10, 15, or 20 percent. These rates
are assigned according to each product’s degree of value added, with primary goods subject to
the lowest rate and finished manufactured consumer goods subject to the highest. A few (34)
lines are subject to a zero tariff rate.

Despite being more comprehensive and less protective than the old scheme, the current CET
contains a number of limitations. Ecuador is allowed a 5-point leeway from the common tariff on
up to 941 tariff lines (15 percent of the total).  And while Bolivia has signed the CET, it is
authorized under the agreement to maintain its own schedule, applying tariffs of 5 and 10
percent.  In addition, Colombia, Ecuador and Venezuela all retain lists of national exceptions to
the Andean CET, although these are to be phased out by 2000 (delayed from 1999).  The
Community can moreover authorize temporary suspensions of the CET under certain
circumstances.  Finally, there is also a list of “goods not produced” in the Community for which
countries may reduce their tariff level.  No agreement has yet been produced for Peru to adopt
the Andean CET.  That country currently maintains a two-tiered external tariff system with rates
of 15 and 25 percent for most lines.

Ecuador, Colombia and Venezuela also subscribe to a variable tariff system of “Price Bands” on
certain agricultural products.  These products, which include some 148 tariff lines, are subject to
a system designed to ensure price stability in the face of fluctuations in international commodity
prices.  Price ceilings and floors are set for these products, with tariffs rising or falling if
international prices move below or above these “price bands”.  It should also be noted that other
non-tariff barriers to trade, such as stricter sanitary measures, continue to be applied by
individual member countries.

Therefore, the CET is in effect a three-country arrangement.  It currently encompasses some 87
percent of Colombia and Venezuela’s tariff lines, or 67 percent of total tariff lines if Ecuador is
added to the group.  The existing exceptions to the CET maintained by these three countries,
coupled with Bolivia’s separate tariff system, Peru’s non-participation and the existence of free
trade agreements between individual Andean and non-Andean countries (for example, the Group
of Three), point to significant imperfections in the system.  The recent imposition of unilateral
trade measures by some Andean countries has led to a further perforation of the CET.

While a true Andean customs union is not yet a reality, it is nevertheless important to reiterate
that general protection levels have declined significantly since the beginning of the decade.  In
1997, unweighted average tariff rates in the subregion ranged from 10 percent (Bolivia and
Ecuador) to 13 percent (Peru), with Colombia and Venezuela recording levels of just over 11
percent.  In the mid-1980s, rates were above 40 percent for all countries except Bolivia (23
percent).  While clearly a cause for concern, the (hopefully short-term) upsurge in protectionism
witnessed in the past year does not appear to represent a reversal of the group’s strategic
commitment towards gradual market opening.

In September 1999, Colombia, Ecuador and Venezuela signed an “automotive complementarity
agreement”.  The goal is to use the expanded Andean market to promote rationalization and
development of the industry in the subregion, and increase production and trade in vehicles and
parts.  No tariff will be applied on intra-regional trade in vehicles that comply with the agreed



10

rules of origin.  The 10-year agreement will enter into force in January 2000 and will replace a
previous one.  In the new agreement, subregional-content requirements have been eliminated as
required in the WTO Agreement on Trade-Related Investment Measures (TRIMS).  The CET on
light vehicles is 35 percent in all countries, and on heavy vehicles 10 percent (Ecuador) and 15
percent (Colombia and Venezuela).

Evolution of trade

Andean Community trade flows in the 1990s reflect the considerable efforts undertaken by the
bloc to liberalize its markets both intra-regionally and vis-à-vis third countries.  The group’s total
trade has nearly doubled this decade, from around US$ 49 billion in 1990 to 96 billion in 1997
(see Annex A and B).  Much of that growth is due to a sustained expansion in imports.  While
these grew by an average 15 percent a year in 1991-1997, total exports expanded at a much
lower rate of 7 percent a year.  However, the onset of the financial crisis seriously affected
Andean export performance in 1998.  In that year, the group’s total exports declined by 11
percent, after respectable two-digit growth rates in the previous four years.  On the import side,
growth has varied greatly from year to year.

Fuelled by the creation of the Andean free trade area in the early 1990s and healthy growth in the
subregion, intra-Andean exports grew very rapidly in the first half of the 1990s.  Intra-regional
exports increased by about 35 percent in 1991, and remained robust until 1995, when they grew
by 27 percent.  In subsequent years, growth was more moderate, at just 6 percent in both 1997
and 1998.  Annual growth rates for the 1991-1998 period averaged just over 19 percent (see
Annex A).

Due to Peru’s relatively close links with Asia, as well as a heavy reliance on natural resource-
intensive products in Andean exports, the Community has been hard hit by the global economic
downturn.  Intra-Andean exports have been less affected, however, in part because intra-regional
trade is more diverse than extra-regional exports and therefore less susceptible to declining
commodity prices.  Thus, in 1998 the group’s intra-regional trade helped dampen the effects of
declining extra-regional exports.

Colombia and Venezuela are the most prolific intra-regional traders, accounting for some 35 and
40 percent of intra-group exports, respectively (see Annex D).  Trade between those two
countries also constitutes the busiest commercial link within the subregion.  Colombian exports
to the Community have been the most dynamic, growing over five times the total in 1990, with
Bolivia and Venezuela managing over four times the export levels of 1990, and Ecuador and
Peru well over double the 1990 totals.

Intra-Andean trade is mostly in manufactured exports, which accounted for 90 percent of the
total in 1998, in comparison to 30 percent in 1970.  Agriculture, mining and oil products
accounted for most of the remaining share.14

                                                          
14 From Andean Community General Secretariat, Evaluation of Intra-Andean Community Exports 1996-1998,

April 25, 1999.
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With relatively buoyant intra-regional exports, the share of these in total exports grew
significantly this decade, from just over 4 percent in 1990 to 10 percent in 1996 and 12 percent
in 1998.  If exports of mineral fuels, oils and their derivatives are excluded, the share of intra-
regional exports rises to 19 percent in 1996.  Still, intra-Andean trade faces several inherent
obstacles, including an under-developed physical infrastructure, mountainous geography, and, in
some countries, a history of social and political conflict, all serious disadvantages which reflect
well on the recent sharp growth of trade in the region.

The top markets for Andean exports are the United States, which in 1998 absorbed 40 percent of
the group’s total sales, and the EU, which took around 15 percent. Beyond intra-regional trade,
Andean exports to the rest of LAC have also grown in importance, from 10 of total exports in
1990 to almost 17 percent in 1998. Venezuela and Colombia are the region’s two largest
exporters to the world.

Towards a common market

Since its inception in 1969, the Andean Community has always aspired to be much more than a
trade organization.  The stated ideal has been the creation of a tightly knit Andean economic
union, complete with a large degree of political integration.  Although the region has never
moved beyond a partial customs union, it has from the beginning maintained an institutional
structure more advanced and comprehensive than that of any other integration scheme in the
hemisphere.  For many years, however, a lack of consensus among member governments, along
with certain shortcomings in the stated objectives of the process and lukewarm political support
for true integration kept the organization from living up to its ideal.

In the late 1980s, a more effective consensus emerged among the five Andean governments
about the importance of developing open and more liberalized economies.  This was reflected in
the 1988 Quito Protocol and in the 1989 decision by the Andean presidents to create a more
formal Andean Presidential Council that would meet twice a year, ensuring regular interaction
and attention at the highest political level. The Strategic Plan for the Reorientation of the Andean
Group, approved by the five presidents that year, laid the groundwork for the subsequent
implementation of the free trade area and the adoption of the CET.

The success of these initiatives led to the development of a new strategic plan in 1995 and to the
important institutional reforms of the Trujillo Protocol in 1996 (ratified in Sucre in 1997).  This
created the Andean Integration System (SAI), incorporating all of the Andean integration
agencies, including the new Andean Community. The Presidential Council became the executive
body of the SAI, and the Andean Council of Foreign Ministers was folded into the Community
structure, along with a new General Secretariat with significant new executive powers.  The
Andean Community is unique in the Western Hemisphere; it has an advanced institutional
structure with supranational powers and a strengthened Andean Court of Justice.  The
Commission was also strengthened.

In order to broaden participation, the old Business and Labor Consultative Councils have been
given larger roles in the decision-making process.  The Andean Community is stressing the role
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of the Andean employer in integration by reinforcing support for the Business and Labor
Consultative Councils.

According to the Andean Community, the liberalization of merchandise trade and the CET have
been intermediate goals towards the eventual formation of a common market.  In 1997 and 1998,
the Andean leadership was increasingly vocal on this front.  The Guayaquil Act of 1998
established general guidelines for deeper integration and the goal of moving the customs union
towards a common market by the year 2005.  It also called on the Community to consider new
areas of cooperation, expanding the involvement of civil society and deepening citizen
participation in Community affairs.  Objectives include harmonizing educational standards and
promoting teaching in schools about the Andean Community and integration.  In May this year,
on the occasion of the 30th anniversary of the Cartagena Agreement, the XI Andean Presidential
Council formally reiterated the common market goal and also called for greater overall economic
policy coordination among the member countries.

Along this line, the Andean Community has passed a decision to liberalize the regional
telecommunications market (except radio and television) by 2002.  As regards the procurement
of services by Andean governments, the principle of national treatment should apply intra-
regionally by January 2002.

Capital flows are already quite liberalized within the region.  A Common Regime for the
Treatment of Foreign Capital (Decision 291) has been in place since the beginning of the decade;
its main purpose is to promote investment through the removal of barriers and the granting of
national treatment for foreign capital.  It should be noted that intra-Andean investment does not
receive specific preferences, with the exception of those granted to Andean multinational
companies with respect to government procurement.  Although foreign direct investment flows
into the subregion have grown considerably since the beginning of the decade, such flows are
still incipient and concentrated in the primary sector.  For this reason, Andean countries recently
adopted a package of decisions aimed at attracting FDI.  They agreed, among other things, on
three important measures:

•  The acceleration of projects leading to the improvement of a Common Regime on the
Promotion and Protection of Investment, double taxation, and indirect taxation.

•  The establishment of a Common Agricultural Policy and the adoption of a Plan of Action for
execution in the year 2000.

•  The gradual and permanent reduction of inflation to single-digit rates for those member
countries that have annual rates exceeding 10 percent.  This would imply close cooperation
on fiscal and monetary matters as well (the criterion for implementation has yet to be
determined).

On labor issues, the Andean Community has given priority to the topics identified by the Andean
Labor Council.  These issues are: the Andean Social Charter (Carta Social), the Simón
Rodríguez Agreement, labor migration, the Europe/Latin America meeting of representatives of
civil society, training seminars, the Andean Labor Institute and support for the Secretary General
in this area.  Likewise, the Council has begun updating Decisions 113 “Andean Document on
Social Security”, 116 “Andean Document on Labor Migration” and 148 “Regulations of the
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Andean Document on Social Security”.  These three issues are deemed indispensable for
achieving the objective of a common Andean market by the year 2005.

In the area of social policies, Andean governments agreed to develop a multidimensional agenda
for bringing the Community closer to the needs and expectations of Andean citizens. The core
elements of the agenda include employment generation, education, health and housing. The
agenda is designed to form the basis for a common migration policy that protects the
fundamental rights of migrant workers in the Community; an educational, cultural and science
and technology policy that preserves and promotes the Andean identity; and an Andean strategy
for sustainable growth.

Andean presidents recently called for an evaluation of the progress made in the integration
process since the last meeting of the Presidential Council and, on the basis of this evaluation, an
identification of actions needed for deepening the process over the coming years. It was agreed
to concentrate efforts on institutional issues related to the future shape of the common market,
including the formulation of a protocol that incorporates into the Cartagena Agreement the
agreements and timetables for the formation of the Andean common market; the development of
a work plan to harmonize, simplify and unify migration procedures; the establishment of criteria
for the recognition, identification and circulation of documents among the Andean countries,
with a view towards facilitating the movement of persons in the subregion before the year 2005;
and the speedy approval by the Andean Community Commission of standards that allow for the
establishment of flexible and simplified customs procedures.

Likewise, work is being done on creating new mechanisms to allow greater flexibility in
decision-making at the community level and easier convergence with other agreements.  The
simultaneous implementation of these initiatives in the member countries is fundamental,
together with an efficient judicial process that facilitates compliance with standards.  Likewise,
ways of modernizing the functions of the Community’s Secretary General are being studied in
order to make those functions reflect the new challenges facing the countries, including
integration with Mercosur, the obligations arising from the agreements adopted in the World
Trade Organization (WTO), and an upcoming FTAA.

Physical integration and border development

The Andean Community is working to develop a future common policy on physical integration
by the year 2005.  The Community’s governments have instructed their authorities to develop a
work plan that ensures special attention to border zones in areas such as road engineering and/or
construction, navigable water routes, railways and energy. The Andean Community’s policy on
integration and border development is based on a plan of action directed by a High Level
Working Group.  It aims to develop border communities and zones and improve the physical and
institutional infrastructure of a number of binational border points throughout the Community.
Some of the projects are under the auspices of IDB/INTAL and CAF, which are also providing
technical support.

The definition of educational policies for border zones will also receive priority.  The goal is to
advance regional integration and improve the quality and coverage of education in the areas with
the lowest educational attainment.  Border region development is of paramount importance to the
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Andean Community, not only in order to promote greater physical integration among the Andean
countries, but also to consolidate the newly found peace between Peru and Ecuador and to
prevent other conflicts, such as those along the Colombia-Venezuela or Colombia-Ecuador
borders, from derailing the subregional integration process.

There have also been actions designed to liberalize and improve air transport services in the
region.  With a new open skies regime, national airlines’ exclusive rights to international service
have been eliminated, allowing many more companies to enjoy free access to the market.  New
routes, better and cheaper service, and the emergence of new airlines have been a result.  There
are also plans for the eventual launch of a “Simon Bolivar” regional satellite system.

Caribbean Community

In the Caribbean Community (Caricom), the 1990s will be remembered as a period of new
dynamism in both intra- and extra-regional affairs.  Established more than 25 years ago, Caricom
is one of the oldest integration schemes in the hemisphere, the largest in terms of membership,
yet by far the smallest in economic and geographic terms.  Like elsewhere in the Americas,
Caricom experienced relative stagnation in its integration process during the 1980s.  In the
1990s, however, member states have actively sought to revitalize their regional links.  In the
process, they have abandoned the pursuit of a predominantly inward-oriented development
model in favor of an outward-oriented, export-led growth strategy, aimed at integrating their
economies more efficiently into the world market.  Today Caricom is a multilingual, multi-ethnic
Community of 15 member states,15 grappling with a challenging process of transforming its free
trade area and customs union into a single market and economy.  Six of its member states – the
Organization of East Caribbean States – have already adopted a single currency, managed by a
common central bank.  In contrast to other integration schemes, Caricom moreover has a long
tradition of regional cooperation in foreign policy matters, as well as in health, education and
other areas vital to social and economic development.

Trade policy developments

In the 1990s Caricom member states have taken a number of steps to improve their free trade
area in goods.  Most tariffs to intra-regional trade, and a significant number of non-tariff
measures (NTMs) have now been eliminated.  The Caricom Secretariat has recently compiled a
list of remaining import duties, licensing requirements, discriminatory practices and other NTMs
affecting intra-regional trade, and efforts are being made to remove those restrictions at the
earliest possible date.  Member states are, moreover, working to establish regional product
standards to facilitate cross-border transactions in the Community.  They also plan to restructure
the Caribbean Common Market Standards Council into a more independent body – the Caricom

                                                          
15 The 15 member states of the Community are Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica,

Grenada, Guyana, Haiti, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, Suriname,
Trinidad and Tobago, and the dependent territory of Montserrat. All except Haiti and the Bahamas are also full
members of the Caribbean common market.
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Regional Organization for Standards and Quality - in order to respond more effectively to
national, regional and international demands.

Caricom has made considerable progress with respect to lowering external protection and
simplifying the structure of its common external tariff (CET).  Following some unsuccessful
earlier attempts, member states approved a new CET structure in 1992, along with a program of
gradual tariff reduction to be completed in four phases over a five-year period.  By mid-1999
several countries had completed Phase IV of the CET program, while others have reported some
delays in the process, partly due to fiscal problems associated with the loss of tariff revenue.
Implementation of the new CET is expected to be complete by early next year; the customs
union would then be fully operational.  The final rates of the CET will range from 0-20 percent,
with important exceptions for some (particularly agricultural) products.  When the process is
completed, the unweighted average tariff rate will be around 10 percent, down from 20 percent
in 1991.

The CET process has represented a significant market-opening effort for Caricom.  Further trade
liberalization is expected to occur in the medium term through an FTAA agreement and through
greater reciprocity in Caricom’s trade relations with the EU (see Chapter III).  Meanwhile, the
next WTO round is likely to bring new commitments for global trade opening.  In future,
Caricom businesses will have to operate in an increasingly competitive environment – both at
home and abroad.  Rapid global trade liberalization and the forming of new trade alliances
worldwide have already eroded some of the important trade preferences long enjoyed by
Caricom in its traditional export markets.  Indeed, the preferences themselves are in danger of
being dismantled.  Such trends represent a huge challenge for the small Caribbean economies.
While carefully implemented, gradual reciprocity in trade relations with Europe and the
Americas could bring important benefits for Caricom in the long term – through more stable and
predictable access to these markets - the transition period will not be easy.

Current trade negotiations - within the FTAA and with Europe, in particular - are already placing
heavy demands on the region’s governments.  In order to pool scarce human resources across the
region, and in line with the Community’s customs union status (creating the need for a common
external trade policy), member states established the Caribbean Regional Negotiating Machinery
for International Economic Negotiations (RNM) in 1997.  Now in its third year of operation, the
RNM has received technical cooperation from a variety of external sources - including the IDB -
to facilitate its work, and has made significant contributions towards the formulation and
implementation of joint negotiating strategies vis-à-vis the WTO, the FTAA, the EU and the
United States.

Evolution of trade

The growing challenges faced by Caricom in international markets are reflected by the group’s
modest export performance in recent years.  Between 1990 and 1998, Caricom’s total
merchandise exports expanded from US$ 5.8 billion to 7.5 billion, for an average annual growth
of 3 percent (see Annex A).  Imports grew nearly twice as fast, by 6 percent a year, reaching
almost US$ 14 billion in 1998 (see Annex B).  In light of these figures, the importance of the
services sector for Caricom is all the more evident. Growth in services exports, combined with
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greater inflows of foreign investment, are vital to help finance the region’s growing deficit in
goods trade – a trend that is likely to intensify once the region enters into reciprocal trade
arrangements with its major trade partners.

Despite modest export performance overall, there have been some positive developments in
intra-Caricom trade and in the Community’s trade with Latin America. Relations with the latter
region have been facilitated by growing cooperation within the Association of Caribbean States
(ACS) and the signing of trade liberalization agreements with Colombia, Venezuela and the
Dominican Republic (see Chapter III).  Between 1990 and 1998, intra-Caricom exports grew by
an average 12 percent a year, more than three times faster than the group’s total exports (see
Annex A).  Caricom exports to the Andean Community (mainly Colombia and Venezuela) and
to Mexico expanded by 13 percent a year this decade, while sales to CACM grew even faster, by
over 20 percent a year on average.

While almost two thirds of Caricom’s total exports still go to Europe and North America, intra-
Caricom trade now accounts for almost 16 percent of the group’s total exports, up from 8 percent
in 1990 (see Annex D).  Exports to the rest of Latin America and the Caribbean account for an
additional 5 percent of the total.  Despite these promising figures, there is much scope for further
improving the group’s trade relations with LAC partners.  This is an urgent task in light of the
impending FTAA and given the English-speaking Caribbean’s traditional reluctance to explore
market opportunities in South America.  A closer look at the figures shows that most of the
recent growth in intra-regional trade is attributed to Trinidad and Tobago, which accounts for
almost 70 percent of total intra-Caricom exports and most of the group’s trade with South
America (See Annex D).  Several Caricom countries register virtually no exports to the rest of
the Community, and those that do report significant variations in their trade values from one year
to another.  Detailed analysis of intra-regional trade flows is still hampered by the fact that
reliable, comparable and up-to-date trade data for Caricom countries is hard to obtain.  Regional
authorities are working to improve this situation.

Towards a single market and economy

There has been considerable activity in recent years related to the establishment of a Caribbean
single market and economy (CSME), which is to include not only a fully functioning common
market, but also the harmonization of macroeconomic policies and eventual monetary
integration.  To achieve this goal, member states are in the process of revising the Community’s
founding treaty - which focussed mainly on the initial stages of integration, a free trade area in
goods and a CET - without establishing clear guidelines for the free movement of services,
capital and labor across the region.  All but two of the nine protocols revising the Treaty of
Chaguaramas have now been signed, and several have entered provisionally into force, pending
full ratification by all member states.

Protocol I, effective since 1997, has led to a restructuring of the organs, functions and procedures
of the Community to facilitate decision-making among its 15 member states.  The new structure
introduces qualified majority voting in some areas - thus relaxing the old unanimity rule - and
allows some member states to integrate their economies at a quicker pace than others.
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Trade in services has been subject to common market disciplines since 1998, when Protocol II –
on the right of establishment, the provision of services and the movement of capital - entered
provisionally into force.  The protocol prohibits member states from introducing new restrictions
on the provision of services while, at the same time, committing them to remove existing
restrictions in this area.  It also allows for greater region-wide mobility of persons engaged in
service activities (i.e. services providers or those establishing a business, including management,
supervision and technical staff and their immediate family members).

Beyond these stipulations, the free movement of labor is limited to graduates of accredited
universities in some professional categories, a measure effective since January 1996.16  Most
member states have completed the legislative process to give effect to this provision, and have
since extended it to include artists, sports persons, musicians and media workers – although some
problems remain with regard to the implementation of the decision.  Some work has moreover
been done on establishing mechanisms for mutual recognition of accreditation, facilitation of
travel for Caricom members (elimination of passport requirements intra-regionally, facilitation at
immigration points) and the harmonization and transferability of social security benefits.

Although many constraints still apply to the movement of capital across the region, there has
been significant progress in this area in recent years.  Countries have agreed to establish free
convertibility among their national currencies (it already exists among some of them), and
several countries have abolished exchange controls.  Protocol II commits member states to
eliminate restrictions on the movement of capital payments, as well as on all payments for goods
and services and other current transfers.  As regards the establishment of a regional capital
market, a recent IDB financed project has helped upgrade existing stock exchanges in some
countries of the region to allow for easier dealing and settlement.

Several other protocols signed in the past year aim to facilitate the operation of the single market.
Protocol III (Industrial Policy) seeks to optimize resource allocation and enhance international
competitiveness through measures aimed at improving the Community’s macroeconomic
environment, the establishment of a sound legal infrastructure based on harmonized legislation in
relevant areas, convergence of macroeconomic policies and relevant supportive practices.
Protocol IV (Trade Policy) consolidates various pieces of relevant legislation regarding the free
movement of goods, the CET, rules of origin, coordination of external trade policy, cooperation
in customs administration, safeguard provisions and related matters.  Protocol V (Agriculture)
addresses issues concerning the development of diversified, sustainable and globally competitive
agricultural production, while Protocol VI introduces common policies in the area of air and
maritime transport services, an important aspect of regional market integration17.  Finally,

                                                          
16 It is worth noting that Caribbean countries have a long tradition of cooperation in the area of education.  One of

the region’s leading institutions for higher education is the University of the West Indies, with campuses in
Jamaica, Barbados and Trinidad and Tobago.  Exchanges among students and teaching staff between the three
campuses have become a common feature of the system in recent years.

17 Improvement of transport infrastructure and services is high on the agenda of Caribbean countries, most of
which are small island economies with a disproportionately heavy dependence on sea and air transport links.
Several actions are being taken to improve air services – and reduce costs - in the region. The ACS, for
example, is coordinating a regional program with five regional airlines: Air Caribbean, Air Jamaica, ALM,
Bahamasair and BWIA International. A number of joint projects were identified for implementation at Miami
International Airport: joint cargo handling; joint cargo operations; joint consolidation of desk services; joint fuel
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Protocol VII (Disadvantaged Countries, Regions and Sectors) seeks to accord the relatively less
advantaged economies of the Community special privileges to help them adjust to greater
competition in the single market.  The two remaining protocols – VIII on Dispute Settlement and
IX on Competition Policy - are expected to be ready for signature before the end of this year.

While most member states have declared provisional application of the first seven protocols,
some countries have not yet signed all of them, and ratification is far from complete.  With the
treaty revisions almost concluded, the biggest challenge in the next few years will be to
implement and enforce the new agreements.  Member states will have to enact new domestic
legislation and establish the appropriate institutional mechanisms to give effect to the provisions
of the different protocols.  Effective enforcement mechanisms will moreover have to be
established at the regional level - the 1997 institutional revisions do not seem to have addressed
this issue sufficiently. A fully functioning single market will also require further steps to
liberalize intra-regional movement of labor, which is still quite heavily restricted.

Policy coordination and harmonization

Meanwhile, countries are already engaged in discussions concerning fiscal harmonization.  Work
is ongoing towards harmonization of corporate tax structures, while double taxation agreements
are now operational in 11 member countries.  Countries are also discussing the possibility of
harmonizing their respective investment regimes, including fiscal incentives to foreign direct
investment.

As regards macroeconomic convergence, regional task forces and agencies such as the Caribbean
Centre for Monetary Studies (CCMS) have been monitoring a number of specific convergence
criteria since the early 1990s.  Although general improvements in these criteria have been noted
in recent years, continued progress towards convergence - and the eventual creation of a single
currency - will eventually require governments to address the heterogeneity of existing exchange
rate regimes in the region.  Several countries still float their exchange rates, while others have
them fixed to the US dollar.  General macroeconomic stability and greater macroeconomic
convergence are also crucial in this respect, as well as more generally in order to facilitate
commercial transactions within the region.  While Caricom maintained inflationary stability at
the regional level in the 1970s and early 1980s, such stability decreased in subsequent years;
meanwhile, homogeneity in development levels has continued to be very low in Caricom.18

Beyond Caricom’s efforts to establish a functioning single market and economy, it is worth
noting that at their most recent summit held in Trinidad and Tobago on July 4-7, 1999, heads of
government approved an agreement establishing a Caribbean Court of Justice.  The new court
will act as an ultimate court of appeal to replace the Judicial Committee of the Privy Council in
London, which has continued to serve as the final appellate court for many former British
colonies.  A preparatory committee has been charged with the responsibility of making
                                                                                                                                                                                          

purchase at this and other airports; joint catering services and common insurance coverage, among others.
Progress so far has been mainly in the area of joint cargo handling and consolidation of desk services.

18 See “Homogeneity and Convergence in Integration Schemes”, in Integration and Trade in the Americas,
Periodic Note, Department of Integration and Regional Programs, IDB, August 1998, p. 44-49.
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appropriate arrangements for the inauguration of the Court, which is likely to begin work
sometime next year.

Science and technology constitutes another area of growing regional cooperation. Caribbean
countries increasingly recognize the importance of greater technology absorption for economic
development, and have taken several joint steps in this regard.  Thus, through an initiative of the
Special Committee on Science, Technology, Health and Culture of the ACS, Caribbean countries
have established a cooperation mechanism in science and technology which is expected to be
implemented in the next few years. Projects arising from this initiative will focus on areas such
as oceanic sciences, biotechnology, use of environment-friendly technology (with emphasis on
beaches and coastal ecosystems), administration and effective management of waste and inland
waters, exploitation of renewable energy sources and adequate use of international regulations on
intellectual property.  Economically feasible projects will be submitted for financing to
international development banks and agencies, including the IDB.

Another initiative in the area of technology has been Caricom’s recent establishment of a
Consultative Committee on Caribbean Regional Information Systems, in order to promote the
development of an effective information system in the Community.  The Committee’s three
goals are to: (a) transform the provision of public services and administration through the
implementation of new technology at reasonable costs; (b) secure a strong presence of Caricom
in the global multimedia and communication industry; and (c) increase the Community’s
economic competitiveness by raising technological capabilities in communications and
information.

All in all, the progress achieved in Caribbean integration in recent years is noteworthy, for two
reasons in particular. First, the Community has only limited financial and human resources to
promote integration among its small member states. Second, while seeking to adjust to deeper
regional integration, some member states of Caricom have simultaneously had to address
significant domestic problems in terms of low economic growth, persistent poverty and
mounting social problems.  While there is understandably much concern about the short-term
implications of market opening and integration, government and business leaders in the
Community increasingly acknowledge the benefits that “open regionalism” can bring in terms of
greater business opportunities, enhanced productivity and growing inflows of export-oriented
foreign investment.  To push this process forward, in early 1999 the Presidents of the Caribbean
Development Bank (CDB) and the IDB established a joint task force to examine the challenges
of globalization for the Caribbean and develop a joint program to assist the countries in making
the necessary transformations during the next five years.

Central American Common Market

Central America, too, has seen a revival of integration efforts in the 1990s, particularly in the
early years of the decade. In 1993, the five members of the Central American Common Market
(CACM) - Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua – signed the Protocol
of Guatemala, which modifies the group’s founding treaty of 1960. In force since 1995, the
Guatemala Protocol represents a pragmatic renewal of the integration spirit that prevailed in the
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region throughout the 1960s and early 1970s.  While it reiterates the group’s commitment
towards the creation of a customs union and, subsequently, a common market, the Protocol does
not, in contrast to the group’s founding treaty, establish dates or terms for achieving those goals.
This flexible integration framework appears designed from the beginning to accommodate the
possibility of different rates of integration across the five countries, although it also risks
weakening the commitment to deeper integration among the group’s members.

The push towards integration in the early 1990s was accompanied by an extensive liberalization
of trade in goods that stimulated a quick recovery of the languishing regional market.  Integration
in the 1990s has nevertheless been a heterogeneous process.  In 1993, El Salvador, Guatemala,
Honduras and Nicaragua established the Central American Group of Four (Grupo
Centroamericano Cuatro, CA-4) and announced that they would create a customs union by April
1994.  Since the group encountered some problems in pursuing that plan, Guatemala and El
Salvador declared in 1996 that they would create their own bilateral customs union, a goal
reaffirmed by their governments in August 1999.  The date for achieving the customs union was
set for January 1, 2001.  Greater integration efforts among individual countries of CACM have
been accompanied by a simultaneous slow-down in the collective subregional integration
process, which had advanced rapidly in the early 1990s particularly as regards the CET.  On
balance, while CACM continues to develop as a free trade area, the objective of a true
subregional customs union has dissipated, with that goal now being sought at the intra-group
level among (at least) two of the member countries.

Trade liberalization and the CET

Intra-CACM trade liberalization has advanced considerably in the 1990s. A key development in
this respect was the incorporation of agricultural products into the free trade area in 1994.  While
most formal obstacles to such trade have now been eliminated (industrial exports have long been
traded freely intra-regionally), some products remain excluded from the free trade area.  The list
of exceptions, usually conceded on a bilateral basis, includes coffee, sugar, petroleum
derivatives, alcohol, alcoholic beverages and wheat flour.  Despite the formal elimination of
tariffs, countries in the isthmus have shown resistance to complete liberalization of the farm
sector and have restricted trade in “sensitive” products by imposing non-tariff measures such as
import licenses, certificates of origin, technical, health and sanitary requirements. These
restrictions impede the realization of a true Central American agricultural market, which would
facilitate the attainment of an internationally competitive regional agro-industrial sector.

In 1990, CACM members agreed to reestablish a common external tariff (a project abandoned
during the crisis of the 1980s).  The new CET structure was to range from a minimum 5 percent
to a maximum 20 percent.  In 1995 governments agreed to speed up the process of tariff
reduction, with the aim of reaching a CET level of 0-15 percent by 1999.  By mid-1996, 95
percent of the CET headings had been implemented, but that percentage was subsequently
decreased.  In June 1997, moreover, Central American governments decided to postpone the full
implementation of the CET from 1999 to 2005.  The possibility of achieving a common tariff
policy has been further constrained by the negotiation of bilateral trade agreements between
individual Central American countries and third parties.
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In the mid-1990s, CACM members jointly adopted a Harmonized System of Classification and
Codification of Goods.  Subsequent reforms of this agreement were also pursued jointly among
the group’s members.  In 1995 and 1996, and in accordance with their Uruguay Round
commitments, CACM members updated their 1993 common regulations on unfair trade practices
and rules on safeguard measures.  The decision to treat this subject regionally was taken despite
the fact that the countries did not advance beyond what was agreed multilaterally.  In 1994,
Central America negotiated new intra-regional rules of origin that later served as the basis for the
rules of origin negotiated with the Dominican Republic and Chile.

CACM members have moreover negotiated a regional dispute settlement mechanism; however,
it remains to be approved.  As regards regulation of customs procedures, the countries signed a
new Uniform Central American Customs Code (CAUCA) in 1993.  This agreement has been
negotiated but not yet implemented in some of the countries.  A Central American Agreement for
the Protection of Intellectual Property Rights (inventions and industrial designs) is awaiting
ratification, after having been signed in 1997.  The countries are also working on the definition
of regulations for investment and trade of services.

Evolution of trade

Two events in recent years have had a varying impact on the economies of the region: the 1997
Asian financial crisis and the devastation of hurricane Mitch.  The latter struck the region in late
1998; thus, any negative effects on GDP will likely be evident mainly in 1999 and 2000.
Regional growth projections for 1999 have already fallen from 5 percent to less than 3 percent,
with the Honduran and Nicaraguan economies having suffered the worst.  The global financial
crisis, on the other hand, has not affected Central America as it has the rest of Latin America.
With a relatively low dependence on short-term capital and still relatively growing export
markets (the US and the EU), Central America was well positioned to weather the crisis.

In 1998, the value of total CACM exports and imports reached US$ 15.6 billion and 19.4 billion,
respectively (see Annex A and B).  This means that Central America faced a trade deficit of US$
3.8 billion last year, equivalent to 8 percent of regional GDP.  The trade deficit expanded rapidly
in the first half of the 1990s due to the subregion’s strong economic recovery and liberalization
of trade and capital flows.  A fall in the size of this deficit has nevertheless been evident in the
second half of the decade as exports have become more dynamic, probably reflecting the
increasing importance of assembly facilities in the member countries.

The group’s total exports grew vigorously in 1995-98 at an average annual rate of 22 percent,
compared to 13 percent in the previous four years.  Imports, on the other hand, maintained their
average rate of growth of around 15 percent throughout the two periods.  The largest exporter in
the subregion is Costa Rica. It accounted for 33 percent of total CACM exports in 1998,
followed by Guatemala with 25 percent, Honduras with 21 percent, El Salvador with 16 percent
and Nicaragua with 5 percent.  As regards imports, Costa Rica and Guatemala each account for
about 25 percent of the group’s total imports, Honduras for 22 percent, El Salvador 20 percent
and Nicaragua 8 percent (see Annex D).
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Meanwhile, intra-regional exports grew at an annual average of 15 percent between 1990 and
1998 (see Annex A).  After 1994, such exports were much less dynamic than exports to third
countries. As a result, intra-regional exports have reduced their share of total exports to around
13 percent in 1998 (from 24 percent in 1980). They have lost share despite enjoying healthy
growth and successful recovery from the low growth levels of the 1980s.  Intra-regional imports
accounted for some 11 percent of the total in 1998, down from 20 percent in 1980.

As regards the destination of trade, it is worth noting that CACM represents the third largest
market for Central American exports after the United States (which takes 57 percent of total
exports) and the EU (with 17 percent).  These three markets absorbed 87 percent of total Central
American exports in 1998.  The US is also the principal source of Central American imports
(averaging 45 percent a year through the 1990s).  The EU has lost share in CACM imports in this
decade, falling in rank from second to third with 10 percent of total imports, just behind the
CACM with 11 percent.  In 1998, these three sources accounted for 70 percent of CACM
imports (see Annex D).

With respect to the composition of exports, the most recent comparable data shows that -
excluding export processing zones - regional exports remain rather homogeneous and are
concentrated in agriculture.19  The share of manufactures20 in the group’s total exports was 30
percent in 1996, ranging between 42 percent in El Salvador and 23 percent in Costa Rica.  In
recent years, Central American exports have slowly diversified.  Free trade and export
processing zones (mainly textiles, as well as electronics) have grown quite significantly and
certainly account for a large degree of overall CACM export diversification.  Some estimates
indicate that assembly plant exports from El Salvador and Honduras represented fully 70 percent
to 80 percent of these countries’ total exports to the United States in 1997, while in Costa Rica,
Guatemala and the Dominican Republic they accounted for 50 percent, and in Nicaragua for
some 31 percent.21

Intra-CACM exports are far more intensive in manufacturing than total CACM exports. In 1996,
manufactures accounted for 68 percent of subregional exports.  There was, however, significant
variation in that share at the national level.  While manufactures accounted for 74 percent of El
Salvador’s regional exports in 1996, only 18 percent of Nicaragua’s intra-group exports
originated in the manufacturing sector. The concentration of intra-CACM exports in
manufactures has declined slightly in the 1990s, with agricultural goods accounting for a
growing share of intra-group trade.

Beyond trade

In the 1990s, Central American countries have developed closer ties in a number of other
integration areas both through government-led initiatives and through numerous independent

                                                          
19 Sectoral trade data is based on DATAINTAL.
20 Which are defined as those commodities in SITC sections 5, 6, 7, and 8.  Total exports include section 9,

Commodities not classified elsewhere in the SITC.
21 From R. Buitelaar, R. Padilla and R. Urrutia, “Industria maquiladora y cambio tecnico”, Revista de la Cepal 67,

April 1999, based on US Department of Commerce data.
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private sector activities.  Significantly, there has also been greater de facto private sector
economic integration prompted by the convergence of basic macroeconomic indicators among
the group’s countries.

Central American governments have, among other initiatives, taken joint steps aimed at reducing
the region’s vulnerability to environmental degradation and natural disasters. The latter have
constituted a significant obstacle to the economic and social development of the isthmus.  It is
for this reason that relevant government entities in Central American countries, international
organizations and non-governmental organizations that operate in the area have decided to
reinforce the mechanisms for national and international evaluation and coordination in this area.
The goal is to improve the region’s capacity to analyze vulnerability, design and implement
mitigation measures and produce rapid evaluations of damage and needs, as well as adequate
methodologies for managing supplies and interagency coordination for confronting emergencies
resulting from natural disasters. Governments are working to enhance the exchange of
knowledge, information and technology; risk assessment; programs for preventing and
mitigating the impact of natural disasters; implementation of early warnings; and the
coordination of policies at the local, national, and regional levels. Multilateral agencies, donor
countries and Central American governments are currently working together to coordinate and
finance the economic and social reconstruction of Central America following Mitch.

Customs procedures are a significant issue in the Central American countries due to the small
territorial size of the countries, which generates an intense exchange of goods and services.
Much depends on the fluid commercial passage of products across their borders.  For this reason,
the progress made in the coordination among the countries to achieve their entry into the World
Customs Organization (WCO) is worth noting.  Customs modernization programs for the
countries have been implemented by providing for apprenticeships and seminars, and personnel
training on nomenclature, valuation and customs dispatch.

Due to the extreme social and political sensitivity of the issue, there has been little progress in
securing the free movement of labor across the subregion.  In order to facilitate the transit
between borders, the CA-4 in 1996 agreed to eliminate visa requirements for member country
citizens (Costa Rica has not subscribed to this agreement).  Presently, only Guatemala and El
Salvador have declared their intention to follow the timeframe outlined by this agreement,
parallel to their program to implement a bilateral customs union. Capital movements are already
fairly liberalized in the region.

In the area of infrastructure, significant progress has been made in the creation of regional energy
networks and of an integrated electric grid (SIEPAC), made possible through the strong support
of the IDB and Spain.  A gas pipeline that could link several of the countries of the region with
extra-regional partners is a project that seems to be gaining support.

On border issues, the border authorities are working together with the customs authorities of the
isthmus to establish the Unified Border Dispatch System (SIDUF) which would include the
Guatemala-Mexico and Costa Rica-Panama borders.
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Other integration ideas include the organization of regional tourist circuits (Mundo Maya, Playas
Caribeñas, etc.) and increased cooperation with more experienced tourist destinations, such as
the Dominican Republic.

A consensus seems to exist among authorities regarding the need to harmonize regulatory
standards across the region.  This priority extends to virtually all areas of integration, from
streamlining customs requirements (electronic regional customs networks, simplification of
customs procedures, etc.), to unifying road transport legislation and standards, as well as
stimulating the growth of financial services in the region by harmonizing regulations.

The private sector, meanwhile, is already increasingly conscious of cross-border opportunities.
Intra-group investments in areas such as banking and finance, air transport, supermarkets, and
hotels are only some of the examples of an increasingly dynamic intra-regional entrepreneurial
spirit.  In effect, the subregional market is providing a platform for mergers, alliances and
economies of scale that could support progressively greater international competitiveness.

Along this line, the subregion’s Agenda for Competitiveness and Sustainable Development22 has
contributed new ideas on the challenges faced by the region.  The proposal, which emphasizes
regional efforts designed to increase the productivity and competitiveness of Central American
companies, seems to have caught the attention of both private and public sector leaders.

Mercosur

The resurgence of regional cooperation initiatives in the early 1990s was spearheaded by the
creation in 1991 of the Southern Common Market (Mercado Común del Sur, Mercosur) among
Argentina, Brazil, Paraguay and Uruguay. With a population of 210 million and a GDP of almost
US$ 800 billion in 1998 (measured in 1990 US$), Mercosur is by far the largest economic
grouping among the growing array of subregional trade arrangements in Latin America and the
Caribbean (see Annex E).  As its name implies, the group’s ultimate aim is to create a common
market for the free movement of goods, services, capital and people and with increasing degrees
of policy coordination among its member countries.

Trade liberalization in the 1990s

To achieve a free trade area in goods, Mercosur’s founding treaty established a program of
gradual, automatic and across-the-board elimination of import duties between June 1991 to
December 1994.  Most tariffs were dismantled according to the agreed timetable, with the
majority of intra-regional trade facing zero duties since 1995.  A common external tariff
structure ranging from zero to 20 percent was introduced in January 1995.

                                                          
22 The Central American presidents commissioned a document to develop a new strategy for economic development, matching

the specific objectives of the ALIDES (Alliance for the Sustainable Development of Central America, 1994).  The resulting
agenda has been developed by INCAE and the Harvard Institute for International Development presented in August of 1999.
Its objective is to promote the adoption of new standards for meeting Central America’s challenges.
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Neither the free trade area nor the CET is as yet fully implemented.  For example, some sensitive
goods are excluded from the free trade area until December 1999, while capital goods, computers
and related software and telecommunications equipment are not yet included in the CET regime.
Each Mercosur country is presently allowed to charge its own tariff rate on these goods.  For
capital goods, tariff rates must converge at 14 percent by January 2001 for Argentina and Brazil,
and by January 2006 for Paraguay and Uruguay.  In the case of computers and related software
and telecommunications equipment, tariff rates must converge at 16 percent for all countries by
2006.

As regards the automobile sector – which has so far remained outside the subregional agreement
- Mercosur countries decided in December 1998 to replace existing national tariffs on extra-
regional imports with a common external tariff of 35 percent, effective from January 1, 2000.
Requirements for local content were set at 60 percent, but fiscal incentives granted at the
subnational level will have to end.  With some important details still pending, Mercosur
authorities expect to reach final agreement on a common automobile regime by the end of 2000.
The sugar sector, also outside Mercosur, awaits a common policy.

Trade performance in the 1990s

Despite imperfections in the CET, Mercosur has exhibited a sharp reduction in external
protection in the past decade.  The simple average MFN tariff for the trade bloc declined from 41
percent in 1986 to 12 percent a decade later.  Partly as a result, Mercosur recorded a rapid
expansion in trade flows in the early to mid-1990s.  The value of total exports rose from US$ 47
billion in 1990 to 84 billion in 1997.  Imports were even more dynamic, growing from US$ 32
billion to 106 billion in the same period (see Annex A and B).  Nevertheless, following the onset
of the international financial crisis, both exports and imports declined in 1998.  In the period
1991-97, Mercosur recorded average annual export growth of 9 percent; total imports expanded
by double that rate.

While Mercosur exports to all destinations increased, the most dramatic expansion occurred in
intra-bloc trade.  Between 1990 and 1997, intra-Mercosur exports grew by an average 26 percent
a year, from US$ 4 billion to 21 billion (see Annex A).  This extraordinary export performance
ended in 1998 when intra-bloc exports contracted by 2 percent as a result of the economic
slowdown in Argentina and Brazil.  The decline in intra-regional exports was nevertheless more
modest than the 3 percent drop in the group’s extra-regional exports.

The share of intra-regional trade in Mercosur’s total exports has expanded throughout the
decade, from 9 percent in 1990 to 25 percent in 1998.  The group has thus achieved one of the
highest levels of trade interdependence among the various integration schemes in Latin America.
Indeed, Mercosur has, for each of its members, become a very important export market and
significant source of imports.  Brazil, the most important trade partner within the group, accounts
for almost one third of Argentina’s exports, about 40 percent of Paraguay’s exports and 35
percent of Uruguay’s.  While Mercosur trade increased with other LAC markets as well, the
share of its exports to other world destinations declined.  The European Union, in particular, has
become relatively less important for Mercosur exports, absorbing 22 percent of the group’s total
exports, down from 32 percent in 1990 (see Annex D).
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Recent difficulties in the integration process

Mercosur’s widely acclaimed economic potential and commitment to integration have been
clouded in recent months by mounting economic difficulties and the emergence of new trade
restrictions in the bloc following the Brazilian currency devaluation in January 1999.  Since the
depreciation of the real, uncertainty about the future of economic integration in Mercosur has
emerged both among the group’s private entrepreneurs and abroad.

The current economic recession in the region – the first affecting the four member countries
simultaneously since Mercosur’s creation – has resulted in a fall in the demand for imports,
including those sourced intra-regionally.  This has adversely affected the performance of intra-
regional exports, which are estimated to decline by 32 percent in 1999 (see Annex C).23  And
while Mercosur exports to NAFTA will show some growth in 1999, the group’s total exports are
projected to decline by 14 percent.

While trade disputes among Mercosur members have occurred in the past, they have been
exacerbated by the Brazilian devaluation, with some members adopting a number of
countervailing measures against real or potential import surges.  Several recent policy decisions
have led to the maintenance of existing restrictions or the imposition of new obstacles to free
trade within the group.  Consolidation of the group’s CET has meanwhile been further delayed
by a new round of exceptions.  Indeed, progress on market access for merchandise trade has been
virtually negligible over the past two years.

Restrictive trade measures

In November 1997, following the onset of the international financial crisis, the Mercosur Council
approved an Argentine proposal to raise the CET by three percentage points until December 31,
2000.  Argentina and Brazil adopted this new measure, while Paraguay and Uruguay expressed
strong reservations about implementing it in full and, to date, have applied it only selectively.
Brazil increased import duties on several products in mid-1998 in an effort to prevent a further
widening of its current account deficit.

Mercosur countries have also applied a number of non-tariff measures to restrain imports.
Brazil, for example, has established a new system of customs valuation. Although authorized by
the WTO and in use in some 130 countries, it has created strong resistance even within Brazil.
Along the same line, in December 1997 Brazil imposed a system of discretional licenses for a
number of imports including dairy products, fuels, fruits, certain chemicals and machinery.
Restrictions on some of the affected items were further increased in 1998.  Resistance to the
measure from Mercosur partners led to the formation of a three-member Tribunal to resolve the
dispute.  The tribunal ruled that the regime should be dismantled by the end of 1999.  This is the
first time that Mercosur countries used their dispute settlement mechanism since the approval of
the Brasilia Protocol in 1994.  In the past, differences were mostly settled through bilateral
agreements among the parties at high diplomatic levels.
                                                          
23 Much of the decline reflects a 48 percent drop in trade of the automobile sector, which accounted for one-

quarter of intra-Mercosur exports.



27

Argentina adopted its own import restrictions, including a regime for pre-shipment inspection of
most imported consumer goods, introduced in March 1999. Argentine trade authorities have also
called for a discussion of safeguard arrangements (there are none in Mercosur), import quotas
and new tariffs to protect domestic industries from sudden surges in imports from other
Mercosur countries (restrictions would cover shoes, aluminum, some textile products and some
laminated steel).  Argentina has abstained from actually implementing such measures in view of
disagreement among its trade partners.

Countries have also introduced a number of regulatory and administrative practices seemingly
aimed at curbing or delaying imports.  Such measures include Brazil’s adoption of limits on the
financing of imports in late 1997, and new measures to control product quality, dumping and
under-invoicing in September 1998.  Uruguay has recurred to tight enforcement of inspection in
cross-border trade; while Argentina in July 1999 introduced new import quotas for textile and
clothing products and anti-dumping duties on steel laminates imported from all sources.  Two
months later, Brazil responded by announcing restrictions on 400 Argentine products (food
products, textiles and footwear).  Argentina, in turn, announced non-automatic import licenses on
paper from all sources, including Brazil, reinforcing labeling requirements imposed a week
earlier.  At the end of September, Argentine and Brazilian manufacturers of footwear and paper
products agreed to quantitative limits on Brazilian exports to Argentina.  This agreement has
reduced the level of trade tension between the two countries.  Meanwhile, Brazil has refrained
from applying the restrictions on 400 Argentine products.

The integrity of the CET regime and, hence, the consolidation of the customs union in 2006, has
been compromised by a number of recent bilateral agreements signed between individual
Mercosur countries and third parties. The Argentina-Mexico trade accord of 1998 and the
recently concluded agreement between Brazil and the Andean Community (see chapter III) have
created a certain degree of political friction among Mercosur members.  They are also examples
of the non-application of the group’s traditional “4+1” negotiating formula, which was
successfully applied in agreements with Chile (1995), Bolivia (1996), and the European Union
(1995).

In sum, Mercosur faces serious challenges over the next few months. First, it must weather the
severe economic difficulties currently affecting its economies and restore an atmosphere of
sustained growth. Second, Mercosur must also try to bring its integration scheme back on track
in order to deflect growing concerns among its business community and external trade and
investment partners. This will require a continued effort among member countries to reduce
existing trade tensions, which have involved a relatively small amount of intra-regional trade yet
have attracted much public attention. It will also require full implementation and compliance
with agreed common trade policies; harmonization and/or mutual recognition of sectoral
regulations; the dismantling of temporary trade restrictions as soon as possible; the elimination
of all remaining exceptions to the free trade area and the CET; the consolidation of a transparent
rules-based system for trade and investment; and progress in moving towards a system of
macroeconomic policy coordination.  The successful implementation of a full-fledged common
market will depend, to a large extent, on the political commitment among Mercosur countries to
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pursue progress in these areas and to overcome difficulties that are natural in the ebb and flow of
ambitious integration agreements like Mercosur.

Towards a common market

Despite the recent difficulties surrounding intra-regional goods trade, Mercosur countries have
reached an important degree of inter-dependence and have, moreover, made progress in a
number of other areas of integration.  In December 1997, member states signed the Protocol of
Montevideo, an accord to phase out restrictions on trade in services over a ten-year period, with
the possibility of earlier liberalization for specific sectors such as financial services, air transport,
satellite communications, insurance and professional services.  Formal negotiations began in the
second half of 1998.

An ad-hoc group was established to work out a common approach to public procurement
policies.  Companies from member countries will have preferential access.

While the 1997 proposal for a single Mercosur passport indicates a political will to establish a
common market in the medium term, labor mobility is still fairly restricted in Mercosur.  The
liberalization of professional services (currently under negotiation) would constitute an important
advance in this area.

It is worth noting that a “Memorandum of Understanding” concerning mutual recognition of
university diplomas was signed in 1998.  It calls for legal recognition by all countries of
diplomas obtained from any university located in the Southern Cone (including free-trade
partners Bolivia and Chile).  Full implementation of this agreement would allow all university
graduates in the region to work in any of the six Southern Cone countries.  Until now, the
qualification requirements for graduate-level professionals were negotiated on a bilateral basis
and only for some careers.  The next step for the implementation of this agreement is the
establishment of common standards that will allow for the evaluation of the quality of
universities in the subregion, based on the existing practices of national agencies responsible for
such monitoring processes.

During the XV meeting of the Common Market Council in December 1998, member states
signed the Declaration of Workers Rights.  The declaration calls for protection of workers’
individual and collective rights throughout the Mercosur territory, without, however, containing
any reference to free labor movement within the bloc.  Despite slow progress at the institutional
level, an important development took place recently in the automotive industry.  Volkswagen of
Brazil signed an agreement with both a Brazilian trade union, the Central Unica dos
Trabalhadores (CUT) and Argentina’s Sindicato de Mecánicos y Afines del Transporte
Automotor de Argentina (SMATA).  The agreement allows for the exchange of information
among the carmaker’s seven plants in Mercosur, and the holding of an annual meeting to discuss
labor issues.  The company has pledged to recognize such fora in the treatment of labor disputes,
and also the right of labor union organizations to establish internal committees in plants that do
not have them.
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Approved in December of 1997, the Mercosur “Cultural Seal” is expected to facilitate the
transport of works of art and other cultural services and goods among the four countries.  Works
of art that have received this Seal do not need to be examined in customs; inspection can be
conducted on the site where they will be displayed or used.  The approval of the measure also
simplifies the volume of paper work required for the temporary export of cultural goods.  Also
under discussion is the elimination of customs duties for Mercosur works of art brought into a
member country for temporary exhibition.

Greater policy coordination

In 1998, Mercosur negotiators continued working on a common trade policy.  In mid-1998, for
example, the Common Market Group (the executive branch) called for the development of a
common anti-dumping legislation, which has been prepared and is currently under evaluation.

Recent economic difficulties in Mercosur have highlighted the need for policy coordination in
the subregion, and a more formal regional approach to problem solving.   In response to this
challenge, the presidents of Argentina and Brazil agreed in early 1999 to examine the effects of
the devaluation of the real on bilateral trade and, if necessary, to adopt joint measures to
ameliorate damage to their partners’ economies.  To this effect, two ad-hoc working groups were
created in June.

•  The Macroeconomic Coordination Committee has been charged with examining the
economic policies of Mercosur member countries and developing new proposals for
macroeconomic coordination, including an action program for greater macroeconomic
convergence.  The group has also been asked to examine ways of harmonizing statistical data
and to identify the methodological criteria used by each member country for preparing their
economic indicators.

•  The Trade Coordination Committee has been asked to evaluate the economic impact of the
devaluation on intra- and extragroup trade flows.

In addition, Mercosur heads of state support the idea of developing a “small Maastricht treaty” in
order to establish fiscal balance within the group as a first step towards creating a monetary
union.  Fiscal responsibility laws aimed at rigidly defining public expenditures are currently
under consideration by the Argentine and Brazilian congresses.

Efforts at greater economic policy coordination are a positive development given that recent
trade imbalances have been caused, to no small degree, by significant macroeconomic
divergence and the different paces and scope of policy responses among Mercosur countries.
This is particularly the case in Argentina and Brazil, where diverging fiscal and exchange rate
policies have led to economic booms and busts at different times.  At the beginning of the
decade, severe economic instability prevailed in both countries.  Yet unilateral stabilization
efforts produced different results.  Argentina’s adoption of the convertibility law in 1991 led to a
rapid price deceleration and sharp economic recovery in the early 1990s.  Growth was
nevertheless hampered in 1995 by the financial contagion effects of the Mexican economic
crisis, and is now being affected by the Brazilian crisis.  In Brazil, two failed attempts at
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stabilization (the Collor plans) were followed in 1994 by the Real plan, which brought severe
inflation under control and restored economic growth.  The impact of the Asian financial crisis of
late 1997 and of the Russian economic crisis in mid-1998 shook Brazilian finances and put
enormous pressure on its balance of payments.  This, in turn, led to a shift to a floating exchange
rate regime in early 1999.

Diverging exchange rate regimes have, in fact, been at the heart of the recent problems facing
Mercosur.  To deal with the exchange rate question, there are two schools of thought.  The
monetary approach argues for a single currency at this early stage of the integration process; the
argument is that a single currency works as a “foundation” for the integration process since it
eliminates the danger posed by sudden movements in the exchange rate among the four
countries.  The structural approach, in contrast, argues that an “optimal currency area” can only
be created at the end of the integration process, after a long process of macroeconomic
coordination and convergence.  This latter approach appears to have gained ground within
Mercosur in recent months. A task force is already working on the harmonization of economic
data as an initial step towards future coordination of fiscal, monetary and exchange rate policies.

Physical integration

Since its inception, Mercosur has fostered physical integration in the Southern Cone.  The
growing economic interdependence among Mercosur’s full and associate member countries
(Bolivia and Chile) is transforming national energy and transport infrastructure into an
increasingly complex regional network.

Clearly, energy is the first sector to take full advantage of the enlarged market created by
Mercosur.  The newly deregulated business environment is compelling public and private energy
companies in natural gas, electricity and the oil industry to expand operational activities to a
larger, subregional market.  At the current pace of change, a highly integrated subregional energy
market could appear in the next ten years.

Cross-border natural gas projects, with investments of around US$ 6 billion in the past three
years, include the 3,150 kilometer gas pipeline linking Santa Cruz in Bolivia to Sao Paulo,
Brazil; the 465 kilometer natural gas pipeline from Mendoza, Argentina to Santiago, Chile; the
220 kilometer gas pipeline from Buenos Aires, Argentina to Montevideo, Uruguay -to be
extended to Porto Alegre, Brazil-; and the recently inaugurated 411 kilometer, northern gas
pipeline from Coronel Cornejo in Jujuy, Argentina to Mejillones in Chile.

In the power sector, a “Memorandum of Understanding of Electricity Exchange and Integration
in Mercosur” was signed last year.  The document provides the institutional framework for
mechanisms to implement cross-border electricity integration and the free contracting of power
supply sources by distributors.  The agreement also provides authorization, licenses and
concessions for public or private power companies involved in the construction and operation of
cross-border interconnectivity links.  The IDB is actively involved in planning and financing
power projects; a $42 million electrical interconnection, linking Rivera in Uruguay to Santana do
Livramento in Brazil, is currently being financed by the Bank.
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Oil companies, through mergers and acquisitions or joint ventures in exploration, production and
distribution, are rapidly consolidating operations on a subregional basis.  Recent agreements in
oil production and distribution among Petrobras in Brazil, YPF in Argentina and Petroven in
Venezuela are examples of this trend.  Since last year, Petrobras and YPF are implementing an
agreement that allows the two companies to open service stations in both countries.  Local
customers have access to products from both companies, although fuel is sold in each country
under the name of the national company.

Intra-regional transport links are gradually being developed on the basis of existing national
infrastructure.  The highway system - the predominant intra-regional transport mode – is being
upgraded in order to connect major Brazilian, Uruguayan and Argentine cities on the Atlantic
coast more efficiently.  This is being achieved through significant improvements of an existing
“Mercosur transport corridor” and the construction of a proposed new bridge (Colonia-Buenos
Aires) over the Rio de la Plata.  Last year, the government of Brazil issued pre-bidding
specifications for the concession of a portion of the corridor which includes 5,000 kilometers of
federal highways connecting Belo Horizonte in the southeastern region to Sao Paulo and the
southern Brazilian cities of Curitiba and Florianopolis.  The group to which the project was
awarded is investing US$ 1.2 billion to improve the current road system and has the right to
manage and collect tolls for 25 years.  The IDB and the government of Japan are providing funds
equivalent to US$ 900 million to finance the project.

Likewise, the desire among exporters from the industrial and rich agricultural areas in east and
central South America to gain better access to the Pacific coast is inducing the development of
inter-oceanic corridors to the maritime ports of Chile and Peru via Bolivia in the north and the
center of Argentina in the south.  Railroad interconnections and improved navigability of two
major inland waterways (Paraguay-Parana and Tiete-Parana) are developing an intermodal
transport system for grains, minerals and fertilizers.

While presenting significant opportunities, the development of the Paraguay-Paraná waterway
also contains some problems.  The waterway is formed by a natural canal which connects the
Central-Western regions of Brazil, Paraguay, Argentina and Uruguay, allowing for the transport
of cargo, particularly agricultural products and minerals, from the Brazilian state of Mato Grosso
do Sul to Buenos Aires and Montevideo.  The waterway’s main problem is that, during the dry
season, larger capacity barges cannot navigate some extensions of the river.  Environmental and
cost problems associated with dredging large extensions of the river are the main constraints for
full execution of this project.

In general, and despite recent improvements, serious bottlenecks remain in the current sub-
regional transport system, which is barely coping with the large volume of intra-Mercosur trade.

Democracy and regional security

Beyond trade and economics, Mercosur has been a factor for strengthening democracy in the
subregion.  The restoration of democracy in the Southern Cone has been an underlying force in
the creation and consolidation of Mercosur.  The effective intervention of the Mercosur heads of
state prevented a coup d’etat in Paraguay in 1994, and ever since, the principle of democracy has
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had a strong presence in the integration process.  In August 1998 in Ushuaia, Argentina,
Mercosur heads of state produced a final declaration supporting democracy, human rights and
peace.  The declaration of a “peace zone”, free of weapons of mass destruction covers the whole
Mercosur area, including its associate members Bolivia and Chile.

Indeed, the elimination of military conflict in the Southern Cone is a significant achievement and
has no doubt boosted the subregion’s attractiveness as a destination of productive investment and
business ventures.  The advent of Mercosur allowed an agreement between Argentina and Brazil
banning the development of nuclear weapons.  Border disputes were negotiated in a peaceful
way between Argentina and Chile; the last border dispute between the two countries, “Hielos
Continentales”, was resolved this year. Joint maneuvers among Argentine, Brazilian, Chilean
and Uruguayan armed forces have become a routine event in the last three years.

In April 1998, the ministers of the interior and justice of the four countries, plus Chile and
Bolivia, established a Security Agreement for the triple border (Argentina, Brazil, Paraguay).
The objective of the agreement is to coordinate government efforts in the areas of terrorism
prevention, illicit drugs and arms trafficking, and contraband interdiction.  The planned actions
include the creation of an information and coordination system among the police and security
forces of the six countries.  A commission of representatives of the six countries was established
to monitor implementation of the objectives outlined in the agreement.

North American Free Trade Agreement

Economic growth in the United States, Mexico, and Canada continued unabated through the
economic crisis that afflicted much of the world between mid-1997 and early 1999. This was due
in part to the successful functioning of the North American Free Trade Agreement (NAFTA),
established by the three countries in 1994.

Unlike the core agreements of other subregional groupings in the Americas, NAFTA is a
straight, albeit very sophisticated free trade agreement. As a result, it does not have deep
institutional structures and an expansive built-in agenda for further integration.  The
implementation of the agreement’s provisions has mostly proceeded according to the established
timetable and without major incident.

Recent developments in the integration scheme

The process of tariff elimination in NAFTA is very advanced.  Since the Agreement’s entry into
force, the NAFTA parties have agreed to two rounds of accelerated tariff reductions.  One was
implemented in July 1997 and the other in August 1998.  On January 1, 1999, tariff elimination
on “Category B” items (those slated for elimination in five equal stages) was completed.
According to official sources, as of this date, a total of 8,793 (88 percent) of the 10,026 (8-digit
level) lines contained in the US Schedule to Mexico are duty-free.  The share for the Canadian
Schedule to Mexico that is traded duty-free is estimated to be roughly similar.  With respect to
Canada-US trade, the two parties opted to retain, in NAFTA, the tariff elimination schedule
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established in their 1989 bilateral agreement.  One hundred percent of the tariffs between these
two parties have now been eliminated.

Policy developments have focussed on, among other things, dispute settlement issues within the
group.  While the past year has witnessed a number of new cases in which a NAFTA Chapter 19
Binational Panel has been asked to rule, the main focus has been on the Investor-State provisions
in Chapter 11.  This Chapter establishes disciplines on investment and contains a dispute
settlement mechanism distinct from those governing other types of disputes.  The provision that
has given rise to many of the cases has been Article 1110.1.  It states that “no party may directly
or indirectly nationalize or expropriate an investment of an investor of another Party in its
territory or take a measure tantamount to nationalization or expropriation”, except under strictly
defined circumstances.  While the drafters of NAFTA may have intended this Article to be a
protection against traditional expropriation, a more expansive interpretation has been pursued
recently in a number of prominent cases.

Perhaps the most controversial of these has been that brought by US-based Ethyl Corporation
against Canada over its trade restrictions on the MMT gasoline additive.  In June 1997, Ottawa
passed a law banning imports and inter-province trade of MMT, alleging that it was dangerous to
human health. In response, Ethyl, the manufacturer of MMT, threatened to sue the Canadian
government for $250 million, alleging that the ban was tantamount to expropriation as defined in
Article 1110.  In July 1998, Canada paid US$ 13 million to settle the case (out of court).  Since
then, the Investor-State provisions have become a growing source of debate within NAFTA.

NAFTA members have recently engaged in a comprehensive operational review of their
agreement, mandated by the NAFTA Commission (composed of the trade ministers from the
three parties) in April 1998.  Officials from the three countries were asked to conduct a detailed
examination of the structure, mandates, and priorities of the 20+ committees, working groups,
and additional subsidiary bodies established in Chapter 20 of the NAFTA.  An extensive report
recommending a series of technical priorities was submitted to the Commission for its April
1999 meeting.  The ministers welcomed the clear direction and stated that the Agreement’s
oversight mechanism was working well.

One of the most important forthcoming deadlines for the group is established in the NAFTA
Treaty’s Annex 303.7.  On January 1, 2001, the parties are required to cease granting duty
drawbacks or other duty deferrals on goods traded between Mexico and the United States, and
Mexico and Canada (the deadline for Canada-US trade passed on January 1, 1996).  The
practical effect of this deadline is that it will dramatically affect Mexico’s maquiladora program,
which accounts for some 15 percent of the country’s GDP and employs over a million workers.
The maquiladora program allows Mexico to import foreign goods and materials duty free, under
bond, on the condition that they are used as inputs to goods subsequently sold abroad.  The
United States currently imports almost all products manufactured in these zones.

What happens in 2001 is that the foreign goods and materials entering these zones from non-US
or Canadian sources will become subject to the NAFTA rules of origin.  If they are unable to
qualify as “NAFTA goods”, they will be required to pay Mexico’s corresponding most favored
nation tariff rate.  Because Mexico maintains the highest external tariffs in North America - (a
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rate of 20 percent on certain goods is not uncommon) - the maquiladora industries could, in
some cases, lose their competitive advantage.

Trade and investment flows

It is worth noting that North American integration celebrated two anniversaries this year. January
1, 1999 marked the tenth anniversary of the entry into force of the Canada-US Free Trade
Agreement (CUFTA). It also marked the fifth year in operation of the NAFTA treaty, which
overlaid the bilateral Canada-US agreement.  The passage of these anniversaries offers an
appropriate opportunity to examine the impact of North American integration on the group’s
mutual trade and investment relations.

One way of measuring this impact is to look at trade flows among the three countries over time.
Because Canada and the United States established their own free trade area much earlier than
NAFTA, it is necessary to use a relatively long data series in assessing this relationship.  Table 2
shows the evolution of intra-North American exports between 1987 and 1998.  Trade among all
parties grew substantially during this period. Both CUFTA and NAFTA have thus succeeded in
fulfilling their main goal, namely to increase commercial transactions among their members.

TABLE 2. INTRA-NORTH AMERICAN TRADE, 1987-1998
(Millions of US$)

Year

US
Exports to

Canada

Canadian
Exports to

the US

Canadian
Exports to

Mexico

Mexican
Exports to

Canada

US
Exports to

Mexico

Mexican
Exports to

the US
1987 59,814 71,455 398 312 14,582 13,265
1988 69,684 81,962 404 273 20,473 13,454

CUFTA enters into force
1989 78,266 85,305 525 272 24,969 16,163
1990 82,959 95,388 488 226 28,375 18,837
1991 85,146 95,574 386 1,139 33,276 33,953
1992 90,156 103,860 613 1,000 40,598 37,468
1993 100,191 114,448 599 1,541 41,635 43,117

NAFTA enters into force
1994 114,255 133,112 715 1,470 50,840 51,943
1995 126,024 152,896 786 1,979 46,312 66,475
1996 132,584 164,761 855 2,170 56,761 80,673
1997 150,124 177,317 916 2,157 71,378 94,531
1998 154,152 182,802 858 4,856 79,010 102,872

Average annual growth 9.6% 9.5% 8.7% 21.3% 17.2% 21.7%

Source: IMF, Direction of Trade Statistics, except Mexico in 1998, SECOFI.
Note: In 1991, Mexico began to include products exported from maquiladoras in its overall export total.

This partly explains the substantial jump in overall Mexican exports between 1990 and 1991.
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The growing trade presented in Table 2 can be explained in large part by two effects.  The first is
straightforward: the move toward elimination of trade barriers among NAFTA partners
facilitated an increase in cross-border trade.  The second effect is more difficult to quantify, but
is just as real.  Free trade transformed the business attitudes of firms across North America.  The
entry into force of CUFTA exposed Canadian and US companies to foreign competition as never
before. This in turn pushed many of them to become competitive internationally.  As the barriers
fell, firms across North America moved to take advantage of the new market realities.  Between
1987 and 1990, US exports to Canada grew on average by almost 12 percent per year while
Canadian exports to the United States did so by 10 percent.

When NAFTA negotiations began in the early 1990s, the newly strengthened American and
Canadian companies began to look to Mexico as a promising new market.  Between 1991 and
1994, US exports to Mexico grew by 15 percent per year on average while Canadian exports to
Mexico did so by 23 percent.  While the United States and Canada were beginning to see Mexico
as a potentially lucrative export market, Mexican firms were undergoing the same competitive
strengthening process that their northern counterparts had endured in the late 1980s.

When NAFTA entered into force with significant tariff elimination from very early on, the
volume of Mexican exports heading North grew substantially.  Between 1994 and 1998,
Mexico’s exports to the United States grew yearly by 19 percent on average while its exports to
Canada did so by 35 percent.  The Mexican peso crisis in 1995 produced a 9 percent fall in US
exports to Mexico in 1995.  Nevertheless, in 1996 US exports to Mexico grew by 12 percent
over the pre-crisis 1994 levels.  This contrasts sharply with the experience of the Mexican
currency crisis in the early 1980s, when US exports recorded a 30 percent drop and Mexico
raised its tariffs.  Clearly, the existence of NAFTA made a difference.

In the 1990s, total intra-NAFTA exports expanded by an average 11 percent a year, faster than
the group’s global trade, which grew by 8 percent a year (see Annex A).  Canada, Mexico and
the United States are thus becoming increasingly important to each other as trade partners both in
absolute and relative terms.  Intra-NAFTA sales have increased their share in the group’s total
exports from 41 percent in 1990 to 52 percent in 1998; they also account for a rising share of the
group’s imports (40 percent, up from 33 percent in 1990) (see Annex B).  Among the members,
Mexico has recorded the greatest increase in dependence on the NAFTA market (for the groups
trade with other regions, see Annex D).

Another indicator of the effect of North American free trade is foreign direct investment (FDI).
Table 3 shows that US and Canadian FDI stocks in the North American market grew
significantly between 1987 and 1998.  The growth pattern here largely follows that of export
growth.  Between 1987 and 1990, the stock of Canadian FDI in the United States grew by 40
percent; US investment in Canada grew by 20 percent.  With respect to FDI in Mexico, Canada’s
stock began to expand after 1991, while US investments had been rising steadily since the mid-
1980s. Much of this was driven by investment in the maquiladora free trade zones.
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Table 3: FDI IN NORTH AMERICA, 1987-1998
(Millions of US$)

Year Stock of US
FDI in Mexico

Stock of US
FDI in Canada

Stock of Canadian
FDI in Mexico

Stock of Canadian
FDI in the US

1987 4,913 57,783 155 36,859
1988 5,712 62,656 163 41,460

CUFTA enters into force
1989 8,264 63,948 200 47,785
1990 10,313 69,508 210 51,465
1991 12,501 70,711 174 55,319
1992 13,730 68,690 373 53,365
1993 15,221 69,922 411 52,459

NAFTA enters into force
1994 16,968 74,221 786 57,108
1995 16,873 83,498 691 63,827
1996 19,351 89,592 1,402 69,678
1997 24,181 96,031 1,396 74,256
1998 25,877 103,908 1,514 84,938

Average annual growth 16.3% 5.5% 23.0% 7.9%

Sources: US FDI - OECD/ECLAC; Canada FDI - Statistics Canada
Note: Canadian Stock Data was originally presented in Canadian Dollars. The yearly average exchange

rate for Canada contained in the IMF "International Financial Statistics" was used to convert the
data into US dollars.

The NAFTA model: another export product

Besides acting as a significant facilitator of trade, investment, and wealth creation in Canada,
Mexico, and United States, the North American approach to integration is being exported to the
hemisphere.

The “NAFTA model” is characterized by its distinct approach to a vast range of issues.  For
example, its tariff provisions necessitate elimination rather than modest cuts (which was the
usual pattern pursued under the older ALADI trade agreements).  Its rules of origin are highly
detailed and its dispute settlement provisions establish a very formal process for such matters.
The model also contains unique sections on services, intellectual property, investment,
government procurement and a myriad of other matters.  While many of these approaches were
pioneered in the CUFTA, they reached their present level of maturity in NAFTA.  Graph 1 is a
representation of the model’s proliferation through new free trade agreements in the hemisphere
from its birth to the present day.  With the launching of the Chile-South Korea free trade
negotiations in September 1999, the NAFTA model may soon cross the Pacific.  In addition to its
influence at the subregional level, the model also affected the conceptual thinking and
approaches used in a number of trade areas in the Uruguay Round.  These include services,
intellectual property, and investment.
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The Proliferation of the “NAFTA Model”

Source: INT/ITD

Conclusion: Some Aspects of Integration Deepening

Beyond natural disaster management and prevention, which is an issue of singular importance
for Central America and the Caribbean region, there are at least three areas of common interest
and importance to the various subregions in Latin America and the Caribbean where progress is
essential for successful integration deepening:

•  Physical infrastructure and border integration.
•  Coordination of policies, especially macroeconomic policies.
•  Institutional development.

Physical infrastructure and border integration

The improvement of physical infrastructure, especially in the transport, energy and
telecommunications sectors, is of crucial importance for achieving greater competitiveness in
each subregion.  It is a necessary response to the important growth that has occurred in intra-
regional trade in recent years, and to the projected future growth in such trade.  As mentioned in
previous sections, various actions have been taken in each subregion to address the issue of
infrastructure, but there is still much room for improvement, especially in the road, rail, air and
maritime sectors.
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Physical infrastructure development will involve, among other things, (a) increased participation
of the private sector; and (b) actions to increase the dynamism of border regions and the
development of the countries’ regions.

Government policies for promoting private sector participation in the construction and
management of the various infrastructure projects are vital for tapping important investment
flows from domestic, subregional, intra-regional, and international sources.  This would
contribute to the consolidation of a stable and sustainable macroeconomic situation. Given the
importance of cost in transportation, energy and telecommunications services, greater efficiency
in managing these sectors could foster greater product competitiveness. However, the
development of all sectors requires greater harmonization, especially at the subregional level, of
national regulatory frameworks.

An important element is strengthening the national and collective capacity in ministries of
transportation to identify and evaluate national projects that have a subregional impact.

With respect to border integration and development, the improvement of physical infrastructure
offers good opportunities. Trade liberalization has reduced border conflict throughout the region
and energized economies in border zones. There is a perceived need for generating new
initiatives that make use of productive opportunities in these areas in order to avoid that these
areas become mere observers of growing intra-regional trade, providing only some support
services at border crossings.  In addition to this, there is the need to significantly improve
efficiency in managing border controls, especially in the customs and migration areas, which are
crucial factors for facilitating trade and the free movement of factors of production and services.

With respect to other regions in the countries, the interconnection of energy, telecommunications
and transport links through regional and subregional corridors would offer an opportunity for
developing new industries which would contribute to improving the socioeconomic profile of
such regions, especially when they have been adversely affected by trade liberalization.

Coordination of policies

A second key area for the consolidation of regional integration processes is policy coordination
and/or harmonization on multiple levels.  In addition to trade, the objective of various subregions
to form a common market (including free factor movement) requires progress in many areas,
such as social services and security, labor and investment/sectoral regulations as well as
macroeconomic coordination.

Each of the aforementioned areas will have great implications for the various common markets
under construction.  However, convergence on the fiscal and monetary fronts requires urgent
action.  For example, as stated above in the case of Mercosur, the future evolution of that scheme
faces the challenge of progressing significantly towards the eventual coordination and
convergence of macroeconomic policies.

The above requires a number of steps: first, a strong commitment to macroeconomic
stabilization.  This in itself will naturally lead to a degree of convergence in macroeconomic
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variables among the members of an integration scheme.  Second, the development of timely and
relevant macroeconomic indicators is also needed.  Third, countries have to establish effective
channels for the exchange of information on economic conditions. Fourth, they have to move
progressively towards the coordination of macroeconomic policies.

Several subregions, including the Andean Community, Caricom, CACM and Mercosur, are
proceeding in the implementation of concrete actions in these areas.  Nevertheless, governments
must deepen their dialogue and explore mechanisms in order to ensure that such actions start
producing results in the short term, creating a more credible environment for deep integration
projects, essential for private sector confidence and investment.

Institutional Development

The current status of integration processes in the region also raises the issue of further
institutional development.  The institutional arrangements that have accompanied past successes
in integration are not necessarily the most appropriate ones for supporting the next critical stage
of regional integration.

For example, economic recession and its direct impact on the development of trade in the region
have generated a need for more reliance on formal instruments and mechanisms for resolving
disputes.  This would contribute to a better environment for investment in the subregional market
and consolidation of integration among member countries.  However, the task is complicated
because it significantly affects the legal and cultural traditions of each country.

Nonetheless, the importance of completing the rules for intra-regional trade and enforcing them
cannot be underestimated.  One area in which new initiatives could be discussed is that involving
the definition of policy measures to address significant changes in economic conditions in one or
more partners in trade agreements.

Another important area is enhanced data collection and evaluation of the effects of regional
integration. Many of the dimensions of regional integration processes (for example, intra-
regional investment) are unresearched and hence difficult to evaluate in a systematic way.
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III. THE WIDENING OF REGIONAL INTEGRATION SCHEMES

In the 1990s, LAC countries and regions have sought to widen their integration schemes in a
variety of ways.  First, they have established closer ties within their own region, expanding
existing subregional groups or negotiating new trade agreements with their Latin American and
Caribbean neighbors. Second, they have launched negotiations to create a Free Trade Area of the
Americas (FTAA), a process discussed in Chapter IV. Third, LAC countries have also pursued
closer commercial links with Europe and Asia.  The result has been a proliferation of trade
agreements among LAC countries and between these and their extra-regional partners (see Table
4).  Such efforts, the most important of which are discussed below, are in line with one of the
basic premises of “open regionalism”, namely to facilitate LAC integration into the global
economy through progressive market opening.

TABLE 4.  TRADE AGREEMENTS IN THE AMERICAS IN THE 1990s
AGREEMENTS IN FORCE Date of

Signature
Entry Into

Force
Caribbean Community (CARICOM)1 1973 1973

Chile-Mexico2 1991 1992
Central American Common Market (CACM)3 1960 1961

CARICOM-Venezuela 1992 1993
Chile- Venezuela 1993 1993

Boliva-Chile 1993 1993
North American Free Trade Agreement (NAFTA) 1992 1994

Colombia-Chile 1993 1994
Southern Cone Common Market (MERCOSUR) 1991 1995

Costa Rica-Mexico 1994 1995
Group of Three (G-3) 1994 1995
CARICOM-Colombia 1994 1995

Bolivia-Mexico 1994 1995
Chile-Ecuador 1994 1995

Andean Community4 1969 1969
Chile-MERCOSUR 1996 1996

Canada-Chile 1996 1997
Bolivia-MERCOSUR 1996 1997

Mexico-Nicaragua 1997 1998
Chile-Peru 1998 1998

CACM-Dominican Republic5 1998 1999
CARICOM-Dominican Republic6 1998 1999

Andean Community-Brazil7 1999 2000
SELECTED AGREEMENTS UNDER DISCUSSION

Regional: Free Trade Area of the Americas (FTAA); Andean Community-Panama; CACM-Chile; CACM-Panama;
                  Chile-Panama; Mexico-Ecuador; Mexico-Northern Triangle (El Salvador, Guatemala, Honduras);
                  Mexico-Panama; Mexico-Peru.
Extra-Regional: MERCOSUR-EU; Mexico-EU; Chile-EU; Chile-South Korea; CARICOM-EU (post-Lomé IV);
                             APEC.

Source: Integration, Trade and Hemispheric Issues Division, IDB.
Notes: 1. CARICOM is now updating its founding treaty in order to establish the legal basis for moving towards a single market.

2. The parties have substantially revised and upgraded this accord; a new agreement is in force since August 1, 1999.
3. The Presidents agreed to re-activate CACM in 1990 (Montelimar Summit) and opted to definitively pursue a customs union
in 1993 (Protocol of Guatemala).
4. The 1988 Protocol of Quito calls for amendments to the group’s founding treaty. In 1996, the Group’s name was changed
to the Andean Community and its institutional structure was revised  (Declaration of Trujillo).
5., 6., 7.  Awaiting (sufficient) legislative approval
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Forging Links with Neighbors: Agreements in the Americas

In the 1990s, integration widening among LAC countries has come in a number of forms. In
some cases, already existing integration arrangements have been expanded to include new
members, who have joined the group either as a full member or under some form of associate
status. In other cases, individual countries have negotiated new bilateral or plurilateral
agreements with each other. Finally, there have also been group-to-group discussions to
formalize trade links between two already existing integration schemes.

The new trade agreements differ not only in terms of their set-up, but also as regards the scope,
or depth, of integration pursued by their members. Since the early 1990s, LAC countries have
generally adopted one of two basic models when negotiating trade agreements: the ALADI
model or the NAFTA model.  The most prominent type of ALADI trade accord is the “Economic
Complementarity Agreement” (ACE).  Under this type of agreement, trade in goods is
liberalized either for some goods only or for the entire tariff universe. Thus, many, but not all,
ACEs among ALADI members are free trade agreements.24 In their texts, non-tariff measures,
safeguards and exceptions are all defined according to the provisions set forth in ALADI’s 1980
Treaty of Montevideo.  Recently, some of these accords have included provisions on services,
sanitary and phytosanitary measures and other issues that were added to the GATT agenda in the
Uruguay Round. The NAFTA Model, on the other hand, is patterned after its namesake.  Its rules
of origin are highly detailed and its dispute settlement provisions are very formalized.  As noted
earlier, such an agreement contains sophisticated and distinctive provisions on services,
intellectual property, investment and government procurement and a myriad of other issues.

Andean Community

Although Andean countries have mostly focused on deepening their intra-regional links in recent
years, they have also actively sought to negotiate with third parties.  While, initially, they did so
on an individual basis (the free trade agreements with Chile and Mexico or the preferential
accords with Caricom – see Table 4 - are examples), more recently they have expressed an
increased willingness to negotiate collectively.

The first manifestation of this has been the Andean-Mercosur trade initiative.  Since all Andean
and Mercosur countries are also members of ALADI, the two groups have a long tradition of
granting each other preferential market access for certain merchandise goods – but on a bilateral,
country-to-country basis. Given the imminent expiry of the existing preferential accords, the
Andean Community and Mercosur decided in early 1998 to first negotiate an agreement that
would harmonize, or “multilateralize”, the preferential treatment inherited from ALADI, and
then to discuss further liberalization that would lead to a free trade area between the two blocs by
the year 2000.  In March 1999, the process ran into difficulties.  The Andean countries were not
prepared to grant significant preferential treatment for certain agricultural and related products
that were of high priority for some of the Mercosur countries.

                                                          
24 In what follows, an ALADI ACE that leads to the formation of a free trade area will be termed a free trade

agreement or FTA.  Otherwise it will be referred to as an ACE.
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Given the apparent stagnation in group-to-group negotiations, Brazil decided to pursue unilateral
talks with the Andean Community.  These advanced rapidly, resulting in the signing of an ACE
agreement between Brazil, on the one hand, and Colombia, Ecuador, Peru and Venezuela25, on
the other, in July 1999.  The trade agreement will enter into force in January 2000 and will have
a duration of two years.  Although it is not an FTA, the negotiated preferences in many cases
reach 100 percent or are above 70 percent of the MFN tariff.  Meanwhile, Argentina, Paraguay
and Uruguay have extended until 31 December 1999 the preferences negotiated with Andean
Community members under the ALADI framework.

Notwithstanding the difficulties encountered in group-to-group talks so far, both Mercosur and
the Andean Community remain open to future negotiations on an FTA between the two groups.

The other Andean trade initiative that is currently underway is the negotiation of a free trade
agreement with Panama.  The talks, which resemble a hybrid between the ALADI and NAFTA
models, are being conducted on the basis of a framework agreement signed in April 1998.  The
objective is to negotiate a free trade agreement and, subsequently, to identify ways of increasing
Panama’s participation in the Community’s institutional framework. The components of the FTA
negotiations are the tariff phase-out calendar (gradual and automatic), a schedule for the
elimination of non-tariff barriers that affect trade, and the promotion, expansion, and progressive
diversification of trade in services.  According to the planned project, most of the trade flows
between the Andean countries and Panama would be liberalized after ten years.  A draft treaty,
drawn up in July 1998, incorporates the preferences negotiated previously between Panama and
Colombia within the ALADI framework.

Caribbean Community

In the 1990s, Caricom has admitted two new members to its integration scheme, negotiated
(partially) preferential agreements with Colombia and Venezuela, and signed a free trade
agreement with the Dominican Republic.

Suriname’s accession to Caricom in 1995 represented the first widening of the Community’s
membership in many years, and the first accession of a non-English speaking member to the
group. Subsequently, in July 1997, the Community provisionally agreed to accept Haiti as a full
member.  A working group was established to determine the specific accession requirements.
The group finished its work earlier this year and, at the Community’s Summit in July 1999,
Caricom Heads of State and Haiti formally exchanged notes outlining the full terms and
conditions of the latter’s accession.  What remains for Haiti to become a full member of Caricom
is to deposit the appropriate accession instrument with the Secretary General of the Community.

Meanwhile, in 1992, Caricom concluded a Trade and Investment Agreement with Venezuela,
marking the beginning of greater engagement with the rest of the hemisphere.  The agreement is
non-reciprocal in favor of Caricom, and covers a limited segment of the countries’ combined
tariff universe (some 320 products according to the Venezuelan classification). In 1994, Caricom
signed a similar (also preferential) Trade, Economic, and Technical Cooperation Agreement with
Colombia. Unlike the accord with Venezuela, however, this agreement calls for gradual
                                                          
25 Bolivia, the remaining member of the Community, already has an FTA with Mercosur.  See below.
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introduction of reciprocity between Colombia and the “more-developed” countries of Caricom
(Barbados, Guyana, Jamaica, and Trinidad and Tobago).  A revision to the agreement, negotiated
in 1998, commits these countries to gradually eliminate their tariffs on products covered in the
Agreement (317 products by the Caricom classification; 751 products by the Colombia
classification).

One of the group’s main trade initiatives was concluded in August 1998, when Caricom signed a
comprehensive free trade agreement with the Dominican Republic. Unlike the agreements signed
with Colombia and Venezuela, this accord is clearly based on the NAFTA model.  However, it
differs somewhat from that model in its approach to tariffs.  While the Dominican Republic and
the “more-developed countries” of Caricom will be required to eliminate their tariffs, the “less-
developed countries” will not be required to do so.  Given their geographic proximity and wage
differentials, Caricom and the Dominican Republic are potentially highly compatible trading
partners.

Caricom members also belong to the Association of Caribbean States (ACS), launched in 1994.
The ACS includes all Cariforum and CACM members as well as the Group of Three (Colombia,
Mexico and Venezuela), Panama and Cuba.  Its aim is to encourage mutual cooperation in
economic and trade-related areas such as tourism, transportation, agriculture, natural resource
management and natural disaster preparedness.  The group also envisages greater convergence of
trade policies among its members as well as joint programs to promote intra- and extraregional
trade.

Central American Common Market

In the early and mid 1990s, CACM countries focused primarily on reactivating the Central
American integration process and strengthening their intra-regional trade mechanisms and
disciplines. Costa Rica and Nicaragua both negotiated bilateral FTAs with Mexico during this
period.  More recently, however, CACM countries have explored the possibility of collectively
negotiating FTAs with third countries.

The first such negotiation undertaken by CACM countries was with the Dominican Republic
(which was also negotiating an FTA for the first time).  The Agreement was signed in April 1998
and was due to have been implemented on January 1, 1999. However, both Central America and
the Dominican Republic were struck by devastating natural disasters in the second half of 1998.
Therefore, legislative approval of the agreement has been delayed in some countries.  As soon as
one CACM country and the Dominican Republic ratify, the agreement will enter into force
between those two countries.  In April 1999, only Costa Rica and El Salvador had ratified the
FTA.  Honduras and Nicaragua will do so once they have recovered sufficiently from the effects
of hurricane Mitch.  Ratification is still pending in the Dominican Republic.

The CACM-Dominican Republic agreement is based very closely on the NAFTA model, and is
consistent with WTO rules.  It covers trade in goods, services, investment, government
procurement, rules of origin, customs procedures, safeguards, sanitary and phytosanitary
measures, technical barriers to trade, unfair trade practices, competition policy, intellectual
property and dispute settlement.  Goods will trade freely from the date of entry into force of the
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agreement, except for those products contained in exception lists that were or are being
negotiated bilaterally by each Central American country with the Dominican Republic. Costa
Rica, Guatemala and El Salvador have completed the negotiation of their lists; Honduras and
Nicaragua are still in the process of doing so.  The protocol including these lists specifies the
preferential treatment, if any, given to these products and the schedule for tariff reduction on the
basis of the MFN tariff applied in each of the countries.

Meanwhile, in April 1998, the Presidents of Central America and Chile stated their intention to
negotiate a comprehensive free trade agreement among their countries.  Several rounds of
negotiations have been held.  Once again, the countries are using the NAFTA model.  Internally,
the CACM has organized itself in the same manner as it did in its talks with the Dominican
Republic: member countries have agreed to negotiate jointly on normative framework issues, but
individually on market access.  Market access and services lists are now being negotiated, and it
is expected that the treaty will be signed when the Central American presidents visit Santiago in
October 1999. Central America appears to be pursuing an agreement with Chile for two reasons:
first, because its primary exports do not generally compete with those of Chile; second, because
it would open new export opportunities in the Southern Cone, an area with which Central
America currently trades little.

The CACM has also initiated free trade talks with Panama.  For historical reasons, Panama has
never been a member of a subregional integration scheme nor has it signed any free trade
agreements.  In recent years, however, its trade policy on these matters has begun to change.
The main motivation for both parties in negotiating a CACM-Panama free trade agreement is
clear: the countries are geographically contiguous and thus, are natural markets for each other’s
products and services.  The CACM-Panama negotiations are based on the NAFTA model and
CACM members will negotiate in the same manner as in the two agreements previously
discussed.

Meanwhile, El Salvador, Guatemala and Honduras - the so-called Northern Triangle - have been
negotiating an FTA with Mexico for a number of years.  Negotiations have been complicated by
lack of consensus regarding the issue of preferential treatment.  In mid-June 1999, the Northern
Triangle countries were working on the presentation of a unified proposal of their respective
public and private sectors to Mexico. In future negotiations, both parties hope to achieve the
convergence of their agreement with the FTAs that Mexico has already signed separately with
Costa Rica and Nicaragua.  The Costa Rica-Mexico agreement entered into force in January
1995, while the Mexico-Nicaragua treaty did so in July 1998.

Mercosur

Compared to the Andean Community, Caricom, and Central America, Mercosur countries have
far fewer years of experience in cooperating with each other as a group; from the beginning,
moreover, their institutional framework has been much less comprehensive than that of the older
agreements.  Since 1995, when Mercosur became an internationally recognized legal entity,
much of the group’s focus has therefore centered on developing their internal integration project.
Mercosur countries have nevertheless also sought to widen their scheme to include their
immediate neighbors Chile and Bolivia, and have to this effect concluded two agreements.
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The first is the Mercosur-Chile FTA, which entered into force in 1996. The agreement, which
was negotiated by Mercosur as a group, is a relatively far-reaching accord involving the virtual
elimination of tariffs on all goods trade and thus the creation of a free trade area starting from
pre-existing bilateral ALADI agreements. It also includes GATS-like disciplines on services and
WTO-like provisions on sanitary and phytosanitary measures (among others).

The second agreement is the Mercosur-Bolivia FTA, which entered into force in 1997.  This
accord also draws on the ALADI heritage. Once again, it establishes a program for the
elimination of tariffs across the entire tariff universe and includes provisions on some issues not
traditionally dealt with in ACE agreements (e.g. services, investment and double taxation, and
sanitary and phytosanitary measures).

The Mercosur countries placed much importance on negotiating with Bolivia and Chile because
of the geographic proximity of these countries and the particular importance of Chile as a market
for Mercosur intra-regional exports.  Mercosur subsequently entered into negotiations with the
Andean Community, with the above-mentioned results so far.

Expanding markets: Mexico and Chile

In addition to initiatives at the subregional level, two LAC countries – Mexico and Chile - have
independently pursued truly hemispheric trade strategies, concluding free trade agreements with
countries throughout the hemisphere since the early 1990s.

The entry into force of NAFTA on January 1, 1994 constituted an important moment in Mexican
trade policy. With the signing of NAFTA, Mexico had completed the task of securing access to
the market of its largest trading partner.  The fear harbored by some observers that, by forming a
free trade area with the United States and Canada, Mexico was abandoning its trade relationship
with Latin America, proved unfounded when Mexico began a determined effort to redefine its
economic relations with its southern neighbors.  It did so by negotiating free trade agreements
based on the NAFTA model with countries throughout Latin America.

The first such agreements were the Group of Three accord (Mexico, Colombia, and Venezuela)
and Mexico’s FTAs with Costa Rica and Bolivia, which entered into force on January 1, 1995.
These were followed by the negotiation of an FTA with Nicaragua (which entered into force on
July 1, 1998) and the conversion of an earlier ALADI free trade agreement with Chile to a
NAFTA-like agreement (which entered into force on August 1, 1999).  Mexico is currently
negotiating FTAs with Ecuador, Panama, Peru and the so-called "Northern Triangle" (El
Salvador, Guatemala, and Honduras).  With all these agreements, Mexico is clearly becoming a
“hub” for hemispheric trade.

Chile, too, has sought to improve market access for its exports by negotiating a series of FTAs
with both traditional and new trading partners.  The first step in this strategy has been the
conclusion of a series of trade agreements in the Americas in the past decade.  Chile is thus
becoming another trading hub in the hemisphere.  The second step is to negotiate agreements
with non-hemispheric partners.  While in the early years of the decade, Chile based its trade
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agreements on the ALADI model, since 1997 it has negotiated trade agreements based on the
NAFTA model.

Chile’s FTA with Mexico, which entered into force on January 1, 1992, was followed by FTAs
with Venezuela in 1993, Colombia in 1994, Ecuador in 1995, Mercosur (Argentina, Brazil,
Paraguay, and Uruguay) in 1996, and Peru in 1998.  Chile also negotiated an ACE with Bolivia
in 1993.  This latter agreement does not contemplate the creation of a free trade area, but the two
countries have continued negotiations to expand its scope.  The key event that led to a change
from the ALADI model to the NAFTA model was the negotiation of the Canada-Chile FTA.
Since the entry into force of this agreement in 1997, Chile has concluded the re-negotiation of its
1992 ALADI agreement with Mexico and is presently negotiating with the countries of CACM
and, separately, with Panama.

To the myriad of bilateral and regional trade and integration arrangements that are currently in
force or under negotiation throughout the hemisphere, countries have recently added another
important initiative: the negotiation for a Free Trade Area  of the Americas,  discussed in
Chapter IV.

Beyond the Hemisphere: Relations with Europe

In the 1990s, LAC countries and subregions have sought not only to expand their commercial
opportunities within the hemisphere, but also to strengthen economic links with extra-regional
partners.  Relations with the European Union (EU), in particular, have undergone some
important transformations in the past decade.  After a period of relative stagnation in the 1980s,
new policy developments and growing commercial transactions in the 1990s have added
renewed dynamism to biregional links.  Trade between the EU and LAC has almost doubled
since 1990, European direct investment flows to the LAC region have grown even faster, and
cooperation in a variety of other fields has expanded significantly in the past decade.

The historic Rio Summit, held on 28-29 June 1999, was a clear manifestation of growing
interest, on both sides of the Atlantic, to expand existing biregional links.  The summit brought
together heads of state and government from 48 European, Latin American and Caribbean
countries, and was the first ever such meeting between the two regions.  Two documents issued
at the end of the summit - the Declaration of Rio and the accompanying Priorities for Action -
set forth the general principles underlying EU-LAC relations in the political, economic and
cultural fields, and identify specific measures to strengthen the biregional relationship in these
areas (the two documents are reproduced in Annex F of this Periodic Note).  As regards
economic relations, government leaders pledged, among other things, to promote further
development and diversification of biregional trade, taking advantage of existing agreements
between the two regions and working for the establishment of new ones.  Heads of state of
Mercosur, Chile and the EU moreover agreed to launch negotiations aimed at gradual and
reciprocal trade liberalization between their economies.  Issued in a separate communiqué (see
Annex F), this agreement was regarded by many as the most important outcome of the Rio
summit in terms of biregional economic relations.  It is the latest among a number of recent
initiatives aimed at promoting greater economic links between the two regions.
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Towards free trade and reciprocity: EU relations with Mercosur, Chile and Mexico

Relations between the EU and Mercosur have been governed, since 1995, by an Interregional
Framework Cooperation Agreement, which aims to increase economic cooperation, enhance
political dialogue and prepare for gradual, reciprocal trade liberalization between the two groups.
The joint communiqué issued at the Rio Summit sets a specific date – November 1999 - for a
meeting to define the structure, methodology and timetable for trade negotiations.  Substantive
discussions on tariff reductions are expected to begin in July 2001, but there is no specified
deadline for concluding the negotiations.  Given the complexity of the subject matter, few expect
the agreement to be concluded in less than five years.

One of the main challenges in the talks so far has been agriculture, with European farmers
fearing the consequences of direct competition from Mercosur’s agricultural producers.  Some
industrial and service sectors in Mercosur, meanwhile, are concerned about greater competition
from Europe in their markets.  Both regions nevertheless recognize that a free trade area could
entail considerable benefits in terms of overall trade creation.  The EU is Mercosur’s biggest
trade partner outside Latin America, absorbing some 22 percent of the subregion’s total exports.
And while Mercosur is less important to Europe in relative terms, it is a traditional European
stronghold in the Americas and has represented a very promising (and growing) market for
European businesses in recent years.  Since the beginning of the decade, EU exports to Mercosur
have almost quadrupled, from just over US$ 7 billion in 1990 to 28 billion in 1998. Mercosur,
moreover, has accounted for almost 60 percent of all European FDI flows to Latin America in
the period 1992-1996.

An Agreement on Economic Association, Political Dialogue and Cooperation signed between the
EU and Chile in 1996 pursues similar aims to those specified in the EU-Mercosur accord of
1995.  Like Mercosur, moreover, Chile is expected to begin initial trade liberalization talks with
the EU later this year, and to start negotiations on tariff reduction in mid-2001.  For Chile, too,
the EU is an important market, absorbing almost one quarter of the country’s total exports.

Trade negotiations between the EU and Mexico are at a very advanced stage.  The two parties
signed an Agreement on Economic Association, Political Dialogue and Cooperation in 1997. At
the same time, Mexico and the EU drew up an Interim Agreement on Trade and Related
Subjects, which allowed for negotiations on gradual, reciprocal trade liberalization to begin prior
to ratification of the economic association agreement.

Formal negotiations have been underway since 1 July 1998, and an agreement now seems
imminent.  The rapid progress achieved in the talks so far - relative to the rather slower pace of
EU discussions with the Southern Cone countries - is partly due to the fact that agriculture is not
a prominent issue in EU-Mexican trade relations.  By signing a free trade agreement with
Mexico, Europe hopes to offset some of the negative consequences of NAFTA, which has had
significant diversion effects on European trade with Mexico.  While the EU accounted for 17
percent of total Mexican imports in 1990, that share has fallen drastically since the introduction
of NAFTA, reaching only 9.6 percent in 1998.
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Enhanced trade preferences for Andean and Central American countries

Since the early 1990s, the EU has granted Andean and Central American exporters special
market access conditions under its Generalized System of Preferences (GSP).  In subsequent
years, these conditions have been progressively improved through the incorporation of new
products and the simplification of administrative procedures.

The special preferences granted to Andean countries were originally established to support the
fight against drugs by helping these countries develop new economic activities and alternative
crops to coca.  The regime, initially applying only to four Andean countries, was extended to
Venezuela in the mid-1990s, and will be in force at least until 2004.  The Andean countries have
taken increasing advantage of the enhanced GSP, both in terms of the value of goods exported
under the regime, and the diversification of export supply.  Most of their agricultural and
industrial exports – almost 90 percent of tariff lines – now enter the EU market duty-free.

For Central American countries, the special preferences initially applied only to agricultural
exports.  In response to a long-standing request from the subregion, industrial exports were
eventually incorporated into the regime in early 1999.  Despite these improvements, some
important products exported from Central American and Andean countries - including bananas -
continue to be excluded from the GSP.

Negotiations aiming at reciprocal trade liberalization between the EU and these two subregions
are not currently on the agenda of biregional relations.  The EU, in particular, does not seem
ready to open further talks on trade liberalization in the near future, arguing that Andean and
Central American countries already enjoy privileged market access conditions in the EU market.
Since these countries are important exporters of food products, negotiations could pose similar
problems to those encountered in the EU’s trade discussions with Mercosur and Chile.  While a
free trade agreement would represent significant challenges for Andean and Central American
countries in terms of tougher competition from European firms in their own markets, such an
agreement would also bring greater transparency and predictability for trade.  The GSP, after all,
rests on unilateral – and therefore not guaranteed - preferences granted by the EU.

Negotiating a post-Lomé treaty with the Caribbean Community

For the past year, the EU and Caricom have been engaged in negotiations for a successor
arrangement to Lomé IV. For more than 25 years, various Lomé conventions have granted
exports from the African, Caribbean and Pacific (ACP) nations – a group of former French and
British colonies - virtually free access to the EU market. Growing pressure from within the EU
and from external sources (most visible in the recent controversies over the EU banana regime,
which favors ACP producers over the more efficient Latin American suppliers) has encouraged
the EU to seek a gradual transition towards non-preferential, reciprocal trade with these
countries.

The EU had initially proposed the negotiation of Regional Economic Partnership Agreements,
effectively dividing the ACP bloc into separate, geographic regions.  Following strong
opposition by ACP states, it appears that the EU no longer insists on this strategy. There is also
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growing recognition among EU members that despite a gradual move towards reciprocity,
special and differential treatment will be necessary for some ACP states, and that the
vulnerability of smaller, landlocked and island nations must be taken into account in the design
of a new trading system.  Although the specifics of an eventual agreement are not yet known, it
is likely that, after the expiry of Lomé IV in 2000, many of the existing preferences will be rolled
over until 2005. In the interim period, however, the parties are expected to negotiate new
arrangements that will eventually lead to more reciprocal trade.

The challenges of biregional relations

Despite important policy developments and growing commercial links, Europe and Latin
America face a number of difficulties in their biregional economic relations. This is particularly
apparent in the area of trade, where important overall growth figures mask some worrying
underlying trends.

First, most of the impressive growth in biregional trade this decade is explained by the
performance of LAC imports from the EU, which have expanded by an average 13 percent a
year since 1990.  LAC exports to the EU have grown at a much slower pace (less than 3 percent
a year) in the same period.  As a consequence, the US$ 9 billion trade surplus that LAC recorded
in its trade with the EU at the beginning of the decade has turned into a huge deficit for the
region, reaching US$ 21 billion by 1998.

Second, while Europe continues to be an important trade partner for LAC, its relative
significance for Latin America has diminished in recent years.  Between 1990-1998, the EU’s
share in LAC exports declined from 24.5 to 13.5 percent, while its share in LAC imports fell
from 20.4 to 17.2 percent.  This is partly explained by the growing share of intra-regional
commerce in Latin America’s total trade.  But even in the context of rapidly growing trade
among Latin American countries, both Asia and North America have increased their share of
total LAC imports in recent years.  Thus, between 1990-1998, Asia’s share grew from 7.7 to 10.6
percent, and the US/Canada share grew from 41.3 to 42.5 percent.  With an impending free trade
area in the Americas (the FTAA), this latter trend is bound to intensify.

The Transpacific Agenda: Relations with Asia

In recent years, Latin America has significantly strengthened its links with East and Southeast
Asian countries. The expansion of the Asia-Pacific Economic Cooperation Forum (APEC) to
include three Latin American members (Mexico, Chile and Peru) is a clear demonstration of this
trend.  The three countries joined in 1993, 1994 and 1998, respectively and have, since acceeding
to the group, participated actively in all facets of the transpacific integration process.  In the 1994
Bogor Declaration of Common Resolve, APEC countries agreed to establish free trade among
their economies by 2010 for developed economies and 2020 for developing ones.  Chile,
Mexico, and Peru have been resolute in advocating trade liberalization across the Pacific Ocean.
The Bogor timeline remained firm throughout the financial crisis that severely affected the
region between July 1997 and early 1999. More recently, APEC has been moving the
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liberalization process forward through the adoption of a package of business facilitation
measures.

At the last APEC Summit, held in Auckland, New Zealand in September 1999, Heads of
Government agreed to a common set of objectives for the upcoming WTO Millenium Round.
These are:

•  comprehensive negotiations for the reduction of tariffs on manufactured goods, in addition to
the already-existing agenda on services and agricultural goods;

•  the new round of multilateral negotiations should deliver “timely and effective improvements
in market access to the benefit of all participating countries, particularly developing
countries”;

•  a ‘balanced’ agenda, with negotiations to be conducted as a single undertaking and concluded
in three years; and

•  to set a time-frame for the elimination of all agricultural export subsidies and ‘unjustifiable’
export barriers.

The importance of Asia as a destination for Latin American exports varies greatly from country
to country.  The region’s leading trader with Asia is Chile which sent 29 percent of its exports to
China, Hong Kong, Japan, Korea, Singapore, and Taiwan in 1996, prior to the onset of the Asian
crisis.  Other countries with high shares of exports to these six Asian economies in 1996 are Peru
(21 percent), Brazil (13 percent), and Ecuador (12 percent).

In addition to the APEC process, promising developments in Asian-Latin American relations
have occurred at the bilateral level.  Given its trade volumes with Asia, Chile, not surprisingly,
has been a leader in seeking to establish bilateral mechanisms for the expansion of Trans-Pacific
trade.  In September 1999, Chile and South Korea agreed to formally launch negotiations on a
comprehensive free trade agreement.  If successfully concluded, it will become the first FTA
between an Asian country and a country in the Americas.  It has been suggested that Chile might
propose to base the agreement on the NAFTA model.  Chile has also taken steps to forge closer
relations with fellow APEC member Australia.  In May 1998, the two countries signed an
Agreement to create a Bilateral Commission for the Promotion of Trade and Investment.  The
first meeting of this body was held in Santiago in November 1998.  Chile is also a member of the
newly formed Pacific-5 (P-5) which is exploring the possible negotiation of an FTA. Apart from
Chile, the group includes Australia, New Zealand, Singapore and the United States.

Another Latin American country that has taken the lead in strengthening trade relations with
Asia is Mexico. Japan is currently Mexico’s fourth largest trading partner.  Accordingly, Mexico
has placed a high priority on expanding trade and investment relations with this country.  In July
1999, the two governments held high-level talks on a range of trade-related matters and agreed to
begin the process of negotiating a bilateral investment agreement in the fall of 1999. Further
cooperation on trade matters between these countries is also expected.

Colombia has also been moving to strengthen its transpacific ties. In July 1999, Japan and
Colombia agreed to begin negotiations on a bilateral agreement on trade, investment, industry,
and technology.  In future, other bilateral processes are also possible.  For example, in September
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1997, CACM members and Taiwan signed a major economic cooperation agreement in which
they agreed to establish mechanisms to facilitate the strengthening of trade relations and the
protection and promotion of investment. Concrete outputs are expected in the coming years.

Multiple Agreements and Market Opening

As the sections above demonstrate, LAC countries are actively pursuing a strategy of market
opening - or integration widening - in different directions, both within and outside the
hemisphere.  For some countries, such actions constitute part of a broader strategy to lock-in
market access for exports and to create new opportunities for firms – national or foreign - to
invest and achieve economies of scale for greater competitiveness.  For others it may be an
attempt to become a “hub” in a network of regional agreements or to avoid becoming a “spoke”
in such a network.  Finally, some countries have come to the conclusion that it is possible to
deepen integration faster with third countries than with their own partners in an already existing
integration scheme.

The emerging pattern has both positive and potentially problematic implications. On the one
hand, the proliferation of agreements across the hemisphere is a clear sign of the continuing
commitment of LAC countries to the process of market opening, even when immediate progress
in deepening existing integration schemes is difficult to achieve.  Thus, some members of an
integration group who have wished to move ahead with trade liberalization have sought not to be
held back by other members who may be temporarily reluctant to widen their group’s
membership or deepen trade links with non-members.  The result is greater overall liberalization
of trade and enhanced economic interdependence and cooperation in the Americas.

On the other hand, the existence of multiple arrangements – bilateral, subregional and,
potentially, group-to-group - is creating a complex pattern of overlapping agreements, while at
the same time threatening to weaken the commitment, in some groups, towards deepening their
internal market integration, for example through the establishment of a full-fledged customs
unions or common market. The consequence of multiple agreements is the existence of multiple
trade rules: different degrees of market access, different rules of origin, sectors covered,
preferences, etc. This not only reduces transparency for firms who have to operate in the region’s
markets, but also restricts the potential for the agreements to become a mechanism for improved
resource allocation in the region.  The issue of convergence has moreover acquired importance
one, especially in the context of an emerging FTAA.
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IV. FTAA NEGOTIATIONS: RECENT PROGRESS

Following the successful conclusion of a three-year preparatory stage, the 34 countries
participating in the FTAA process formally launched negotiations for the establishment of a
hemisphere-wide free trade area at the II Summit of the Americas, held in Santiago, Chile in
April 1998.  The conclusion of the first stage of the negotiations, culminating in the November
1999 ministerial meeting in Toronto, provides a good opportunity to review the progress
achieved so far in the negotiating process. Once operational, the FTAA would represent the
largest market in the world, with a GDP of roughly US$ 8.5 trillion and a population of about
800 million.

The First Stage of the Negotiations: April 1998-November 1999

Mandate

The general objectives and principles of the FTAA negotiations, as well as details on how to
organize the talks, were agreed by trade ministers at the San Jose Ministerial Meeting, held one
month prior to the Santiago Summit.

At the San Jose meeting, ministers decided to recommend to heads of government that the
negotiations be initiated, and agreed on guiding principles and objectives as well as an initial
structure for the talks.  As part of this structure, it was decided that trade ministers would
exercise the ultimate oversight and management of the negotiations. To that end, they would
meet as required, but no less than every 18 months.

Ministers also agreed to create a vice-ministerial level Trade Negotiations Committee (TNC),
which would be responsible for deciding the overall architecture of the agreement and
institutional issues. The TNC was also charged with overseeing the work of the nine Negotiating
Groups that were established as part of the structure of the negotiations, and whose work would
be guided by the general principles set out in the San Jose Declaration. The ministers also
created a Consultative Group on Smaller Economies, decided on chairs for the different groups,
and agreed on the establishment of an Administrative Secretariat that would provide logistical
and administrative support to the negotiations. In addition, they set up a joint government-private
sector committee of experts on electronic commerce and a committee of government
representatives that would receive and analyze inputs from civil society. These groups were
given the mandate to make recommendations to ministers at their next meeting.  Meanwhile, the
IDB/OAS/ECLAC Tripartite Committee, which had been providing technical assistance to the
FTAA process during the preparatory process, was asked to continue its support for that process.

In order to initiate the negotiations, the TNC approved a work program for the FTAA
Negotiating Groups and for the Consultative Group on Smaller Economies, the Civil Society
Committee and the Committee on Electronic Commerce during its first meeting, held in Buenos
Aires, Argentina in June 1998 (see Annex G.1).
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At that meeting, the TNC instructed the Negotiating Groups to submit a written report of their
work during the first stage of negotiations prior to the Toronto Ministerial Meeting in November
1999. This report was to include an annotated outline of the groups’ respective areas of
negotiation.  The Consultative Group on Smaller Economies and the special committees on Civil
Society and Electronic Commerce were asked to provide similar reports.

In the San Jose Declaration, the trade ministers reaffirmed their commitment to achieve concrete
progress in the negotiations by the year 2000. To that end, the Negotiating Groups were directed
to make considerable progress in the first stage of the negotiations and the TNC was instructed to
agree on specific business facilitation measures to be adopted at the Toronto Ministerial.

In order to fulfil its mandate, the TNC, at its first meeting in Buenos Aires, requested that
participating countries submit proposals for business facilitation measures that could be adopted
by FTAA countries for implementation in the year 2000. These proposals came in addition to
work done previously by the Preparatory Working Groups, as well as a study on the issue
prepared under the Costa Rican chairmanship during the preparatory stage of the talks and
suggestions made by the Americas Business Forum. Based on these inputs, the Tripartite
Committee was asked to prepare an inventory of measures that would facilitate business activity
in the hemisphere.

During its subsequent meetings, the TNC worked through all of the original proposals set forth in
the Tripartite Committee inventory. Significant progress was made toward the development of a
harmonized package of business facilitation measures that will be recommended for adoption by
the ministers at the Toronto Conference.

Progress to date

An Administrative Secretariat was successfully set up in Miami to support the start of
negotiations in September 1998.

The first stage of the negotiations (18 months) is concluding and important progress has been
achieved.  The nine Negotiating Groups have held a total of 43 meetings; the Consultative Group
on Smaller Economies has met four times and the Committees on Electronic Commerce and
Civil Society have held a total of eight meetings. The TNC will hold a total of five meetings
prior to the Toronto Ministerial (see Annex G. 2).

The Negotiating Groups have addressed their specific mandates in a variety of ways: First, the
Groups have placed high priority on elaborating annotated outlines for eventual FTAA chapters
in the different areas under negotiation. The annotated outlines are agreed upon documents that
seek to fulfil two main objectives: (a) to demonstrate the extent to which the Groups have
addressed their mandates; and (b) to indicate the current state of the negotiations. They are
designed primarily to provide inputs to the TNC for their report to ministers and include a status
report on all agenda items. Specifically, they are intended to demonstrate areas in which there is
consensus and highlight the range of views in areas where there are differences.  A large number
of delegations have submitted proposals containing their views on different aspects of the
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negotiating issues, which are reflected in the reports from the Groups to the TNC to be submitted
to the November 1999 FTAA Ministerial Conference.

Second, an important information exchange has taken place through which countries have
obtained a better understanding of their different trade regimes and measures in force, while also
gaining access to important new trade data. This process has taken a variety of forms. For
example, some groups were able to complete and update compendia of existing national laws
and regulations across countries in the hemisphere in relevant areas. Some groups also agreed on
a notification/counter-notification process in order to collect relevant new information for the
negotiations on a regular basis. In addition, some Negotiating Groups have dedicated a
substantial part of their time to compiling extensive trade-related data in order to create and
periodically update specific databases. The Hemispheric Market Access Data Base, for example,
provides an overview of existing trade flows in the hemisphere, as well as tariffs and other trade
measures that affect the applied tariff.

In addition, some Negotiating Groups have sought to identify the technical assistance needs of
countries in particularly complex areas for bringing them into compliance with existing trade
agreements – such as the WTO agreements - that will constitute the basis for the FTAA.  All of
this has laid a crucial foundation for the negotiating process that is set to continue after the
Toronto Ministerial Conference.

In order to fulfil its mandate of achieving concrete progress in the talks by the year 2000, the
TNC agreed to a list of business facilitation measures whose adoption by trade ministers and
implementation by governments is being recommended by the vice-ministers.  In approving
these, negotiators followed a thematic approach.  Based on the above-noted inventory developed
by the Tripartite Committee, the TNC analyzed a large list of measures -classified by subject
area - which were proposed by participating countries and by the business community as part of
their contribution to the process.  The TNC decided to concentrate its initial work on business
facilitation in the area of customs procedures and enhanced transparency, based on priorities
identified by the business sector.

In the area of customs procedures, the TNC agreed to move forward on nine specific customs-
related business facilitation measures that are considered key elements in facilitating business
activities in the hemisphere.  To support the technical work of the TNC, an ad-hoc Working
Group of experts on customs-related business facilitation measures met twice to discuss these
measures and their implementation. To ensure an effective implementation process, the TNC
recommended the approval -along with the definitive list of measures -, of a set of primary
elements that will constitute the implementation requirements of each of the measures.

These measures will provide an important basis for the promotion and facilitation of trade in the
hemisphere and will contribute to the ongoing customs reform process in many of the countries
in the Americas.  Once implemented, the measures will help make available relevant information
to foster integrity in customs, while also facilitating specific steps in the broader customs
automation process.  They will also assist in the streamlining of trade and customs procedures to
expedite clearance of merchandise in selected cases.  Finally, these measures will contribute to
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the adoption of international standards, codes, and commodity classification systems to be used
by customs and the trading community.

The TNC has also recommended to ministers a specific implementation plan, starting in January
2000.  According to this plan, countries will complete an implementation and technical
assistance checklist by the end of November.  This will allow authorities to identify the elements
that still need to be implemented at a national level.  At the same time, technical assistance
options will be available for addressing specific implementation needs of individual countries.

In the area of enhanced transparency, the TNC agreed to recommend the adoption of certain
measures that will facilitate enhanced knowledge within the business communities of the trade
policies and regulations maintained in the 34 countries of the hemisphere. A predictable and
transparent business climate is very important for ensuring the successful conduct of
international trade. The agreed measures will result in a broad dissemination of key trade
policies, regulations, and information. These objectives will be achieved through both the
publication of detailed compendia and by bringing together in one location links to the vast
quantities of trade information available on the internet.

Given the key role of the private sector in the FTAA process, the TNC is also recommending that
business facilitation be an ongoing process. To that end, vice-ministers are intended to continue
identifying, considering and implementing additional business facilitation measures on a regular
basis.

Some benefits already achieved

The FTAA process is approaching its fifth year. When it started there was considerable
skepticism in many circles about the seriousness of the initiative and the prospects for an  FTAA.
The reality has been quite different, however. There was a very energetic 3-year preparatory
process with meetings held throughout the hemisphere. Last year negotiations were launched.
The Administrative Secretariat in Miami has witnessed  nearly continuous meetings of the nine
negotiating groups where delegations have worked intensively to begin positioning themselves in
the FTAA talks. Consequently Ministers will encounter a comprehensive agenda for their
Toronto Ministerial.

Aside from the negotiations themselves, the FTAA process has generated significant positive
returns for the hemisphere well before any agreement is reached and implemented.

First, the FTAA process has generated systematic information and data on national and regional
rules conditioning trade and investment. Much of this information was heretofore unavailable or
difficult to obtain. Moreover, most of it has been released to the public on the official FTAA
Home Page created by Trade Ministers (www.FTAA-ALCA.org). Good information contributes
to market efficiency; hence the enhancement of transparency through the development of these
inventories and databases has been an important contribution to the world trade and investment
community.



56

Second, the WTO has been the baseline for the FTAA discussions and the focus of many
workshops and presentations. As a consequence delegations have been intensively exposed to
WTO disciplines. This has highlighted the importance of implementation of WTO disciplines
and in some cases provided delegations with synergies regarding on-going WTO talks.

The multilateral system is benefiting in other ways as well. Aside from promoting better
awareness of WTO obligations, the process has occasionally demonstrated ways to improve
reporting techniques; e.g., the FTAA’s development of a PC-based software for notification of
trade and tariff data.

Third, the FTAA discussions have raised awareness about the needs for technical assistance in
Latin America and the Caribbean and the challenges that trade-related ministries and agencies
face to institutionallly modernize themselves for the FTAA negotiations and parallel talks in the
WTO and subregionally.

Fourth, the FTAA process has created a de facto hemispheric trade forum which has promoted a
certain espirit de corps among governmental trade personnel that did not exist before. This
increased personal interaction and familiarity has facilitated bilateral trade relations in the
hemisphere. The same can be said to some extent for the hemisphere’s private sector through its
participation in the Americas Business Forum, which has preceeded each Trade Ministerial.

Fifth, in Toronto the FTAA process will deliver concrete business facilitation measures-- in
customs procedures, transparency,etc. -- which will provide benefits to traders throughout the
world.

Sixth, the FTAA has been a catalyst for widening and deepening regional integration. The
anticipation of the FTAA has partly contributed to strategic interest in deepening schemes(e.g.
into services) and widening them to link up with other partners both within and outside the
hemisphere. The FTAA also was a catalyst for countries of some subregions to begin joint
negotiations, as has been seen in the cases of Mercosur, the Andean Community and Caricom.

Finally, the process has demonstrated how a trade negotiation forum can effectively mobilize
support from multilateral organizations. The IDB/OAS/ECLAC Tripartite Committee has been
able to provide the FTAA process with technical and logistical support. This support has
complemented government resources and helped them to avoid prematurely commiting to a
complex formal institutional arquitecture. The process has also demonstrated that three
hemispheric instituions can effectively work together to provide common vital services to their
member governments.

The Role of the Bank

The IDB, in the framework of the Tripartite Committee, has been actively supporting the FTAA
from the very beginning. As for direct assistance in the negotiating phase, this has come in the
form of technical support to the negotiating groups on Market Access, Agriculture, Government
Procurement, Investment; the Consultative Group on Smaller Economies, the Committee on
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Civil Society, the Ad-Hoc Group on Customs Business Facilitation as well as the TNC itself.
The IDB has also approved a US$ 3 million Regional Technical Cooperation project to support
the set-up of the FTAA Administrative Secretariat in Miami, while IDB/INTAL provided interim
financing so that negotiations could begin on schedule in September 1998.

Finally the Bank is providing indirect support through its technical assistance programs to
countries and subregions. The Bank has support programs for the major subregional integration
schemes that help them deepen and widen their commitments; the Bank has, among other
activities, approved a $1.2 million Regional Technical Cooperation project to support the
effective functioning of CARICOM’s Regional Negotiating Machinery. It is also supporting
national reimbursable technical cooperation to modernize and institutionally strengthen trade-
related ministries; the most recent loan was a $5 million operation for Argentina’s External
Trade Subsecretariat. Finally, INTAL has been financing WTO courses throughout Latin
America and the Caribbean.



Group 1990 1991 1992 1993 1994 1995 1996 1997 1998p

Mercosur 27.8 21.4 29.3 30.7 28.7 26.3 27.1 28.7 ...
Andean Community 58.9 54.5 53.4 53.4 49.1 43.9 46.3 42.3 ...
CACM 89.1 87.2 78.5 72.7 68.9 59.8 48.4 45.2 ...

Caricom1 103.5 108.5 110.7 97.0 99.0 89.4 70.1 63.2 ...
NAFTA ... ... ... ... ... ... ... ... ...
Other American Countries 66.3 56.5 49.9 49.4 49.2 41.2 42.3 43.0 ...
The Americas ... ... ... ... ... ... ... ... ...
  -LAC 38.1 31.7 35.5 36.4 34.8 36.4 35.1 33.7 ...
  -ALADI 35.9 29.7 33.6 34.8 33.4 35.3 34.3 33.0 ...
  -G-3 44.0 40.4 35.7 36.6 36.3 51.2 45.7 36.9 ...

Mercosur 29.0 27.7 24.6 28.4 33.6 38.3 45.7 62.2 ...
Andean Community 31.8 28.4 28.8 36.4 32.2 28.8 28.0 33.7 ...
CACM 24.7 33.7 25.0 20.7 19.5 18.1 16.7 14.3 ...

Caricom1 21.3 20.4 20.3 20.4 16.2 14.2 18.1 13.8 ...
NAFTA ... ... ... ... ... ... ... ... ...
Other American Countries 20.1 24.3 19.4 15.0 14.6 18.3 23.2 18.1 ...
The Americas ... ... ... ... ... ... ... ... ...
  -LAC 26.5 26.9 28.5 31.0 29.0 30.7 37.7 39.5 ...
  -ALADI 27.6 27.9 29.7 33.6 31.4 33.3 40.9 43.2 ...
  -G-3 27.1 26.8 35.1 37.2 32.4 31.7 40.0 35.5 ...

Source: IDB, Statistics and Quantitative Analysis Unit.
... Indicates data are not available

 2Net of Monetary Gold. Negative change represents an increase.
 3Total Debt Service as a percentage of Exports of Goods and Services.

 4Does not include Suriname.

p Preliminary

 1Caricom includes only Bahamas, Barbados, Belize, Guyana, Jamaica, Suriname, and Trinidad and Tobago 

Debt Service Ratio3 (Percent)

Debt to Gross Domestic Product (Percent)
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ANNEX F

LATIN AMERICA/CARIBBEAN/EUROPEAN UNION: FIRST SUMMIT
DECLARATION OF RIO DE JANEIRO

Rio de Janeiro, June 29, 1999

INTRODUCTION

The First Summit between the Heads of State and Government of Latin America and the Caribbean and the
European Union, with the participation of the President of the European Commission, was held in the city of Rio de
Janeiro, Brazil, on the 28th and 29th of June 1999, under the Co-Presidency of the President of the Federative
Republic of Brazil, the President of the United Mexican States and the Chancellor of the Federal Republic of
Germany in his capacity as President of the European Council. On the basis of this First Summit and the
implementation of its decisions, a Second Summit could be organised in due course.

This historic Summit was convened as a result of the political will to enhance the already excellent biregional
relations based upon shared values inherited from a common history. The objective of the Summit is to strengthen
the links of political, economic and cultural understanding between the two regions in order to develop a strategic
partnership.

The meeting of Foreign Ministers held on the eve of the Summit also reinforced this fruitful co-operation by their
substantial contribution to the biregional dialogue.

To advance this process, the Heads of State and Government decided to implement the commitments contained in
this declaration through the accompanying "Priorities for Action". This will be achieved through the well-
established fora of political dialogue and co-operation and through further biregional efforts.

As a result of the deliberations that took place at the Summit, the Heads of State and Government of Latin America
and the Caribbean and the European Union decided to adopt the following:

DECLARATION OF RIO DE JANEIRO

1. We, the Heads of State and Government of the European Union, Latin America and the Caribbean, have
decided to promote and develop our relations towards a strategic biregional partnership, based upon the
profound cultural heritage that unites us, and on the wealth and diversity of our respective cultural expressions.
These have endowed us with strong multi-faceted identities, as well as the will to create an international
environment which allows us to raise the level of the well-being of our societies and meet the principle of
sustainable development, seizing the opportunities offered by an increasingly globalised world, in a spirit of
equality, respect, alliance and co-operation between our regions.

2. The strategic partnership gathers together two important actors on the current international stage. Latin America
and the Caribbean is set to be one of the most flourishing regions in the 21st century as a result of important
progress made in the political, economic and social spheres in recent years. For this reason, the region is
determined to persevere in the advancement of democratic processes, social equality, modernisation efforts,
trade liberalisation and broad-based structural reforms. The European Union, in its turn, has advanced towards a
historic integration with multiple implications at the global level on political, economic, social, financial and
trade matters, which has brought about constant improvement in the living standards of their societies.

3. This strategic partnership is based on full compliance with International Law, and the purposes and principles
contained in the Charter of the United Nations, the principles of non-intervention, respect for sovereignty,
equality among States, and self-determination are bases for the relations between our regions.

4. This partnership is built upon and will contribute to the furthering of common objectives, such as strengthening
representative and participatory democracy and individual freedom, the rule of law, good governance,
pluralism, international peace and security, political stability and building confidence among nations.
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5. We highlight the universality of all human rights; the need to reverse environmental degradation and foster
sustainable development through the conservation and sustainable use of natural resources; co-operation for the
recovery, preservation, diffusion and expansion of cultural heritages; the efficient incorporation of scientific
knowledge and technological advances in educational systems at all levels and the fight against poverty, as well
as against social and gender inequalities.

6. We welcome the progress made in integration in Europe and Latin America and the Caribbean in the political
and economic areas under the principle of open regionalism.

7. In this process we envisage providing new momentum and equal attention to the three following strategic
dimensions: a fruitful political dialogue respectful of International Law; solid economic and financial relations
based on a comprehensive and balanced liberalisation of trade and capital flows; and more dynamic and creative
co-operation in the educational, scientific, technological, cultural, human and social fields.

8. The priorities for action adopted by the Summit will be promoted and implemented through the current
ministerial discussions between the European Union and the countries and groups in Latin America, and
between the European Union and Caribbean countries, in the framework of the Lome Convention. These
discussions will maintain their present format and regularity. Ministerial meetings could also be held on certain
matters of common interest, such as education, research, science.

9. We also decide to establish a biregional group at a Senior Official level. This group will meet regularly, monitor
and encourage the achievement of the priorities for action, from a political viewpoint, and with the objective of
contributing, on the basis of existing mechanisms, towards global dialogue with a view to strengthening the
strategic biregional partnership in its political, economic, social, environmental, educational, cultural, technical
and scientific dimensions.

In this context, we commit ourselves to:

In the political field:

10. Reinforce the existing institutional dialogues between both regions and promote direct communication between
governments on matters of regional integration, in particular its political dimension, and international co-
operation based on an exchange of experience and information.

11.  Preserve democracy and the full and unrestricted functioning of democratic institutions, pluralism and the rule
of law, by guaranteeing the holding of free, fair and open electoral processes based on universal suffrage as
fundamental elements for economic and social development and strengthening of peace and stability.

12. Promote and protect all human rights and fundamental freedoms, including the right to development, taking into
account their universal, interdependent and indivisible character, recognising that their promotion and
protection is a responsibility of States and of all citizens. We stress that the international community has a
legitimate interest in this task, under the Charter of the United Nations, with emphasis on the implementation of
universal and regional human rights instruments and standards.

13. Strengthen education for peace and reject all forms of intolerance including xenophobia and racism, for the
benefit of international and regional security and national development, as well as promote and protect the
rights of the most vulnerable groups of society, particularly children, youth, disabled and displaced persons and
migrant workers and their families.

14. Defend the principles of an independent and impartial judiciary, to promote, implement and uphold
International Law and international humanitarian law. Recognise the importance of progressive development in
the norms regarding the criminal responsibility of the individual who commits certain crimes of international
repercussion. For this reason, we note with interest the recent approval of the Constitutive Statute of the
International Criminal Court.

15. Reaffirm full gender equality as an inalienable, integral and indivisible part of all human rights and fundamental
freedoms, thus committing ourselves to incorporate a gender perspective into the public policies of our
governments.

16. Promote and protect the rights of indigenous populations, including their right to equally participate in and
enjoy the opportunities and benefits of political, economic and social development, with full respect for their
identities, cultures and traditions.

17. Intensify efforts to meet the needs of present and future generations through the adoption and fulfilment of
sustainable development strategies, making compatible economic growth, environmental protection and social
progress.
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18. Give priority to overcoming poverty, marginalisation and social exclusion, within the framework of sustainable
development promotion, as well as to modify patterns of production and consumption, to promote conservation
of biological diversity and the global ecosystem, the sustainable use of natural resources and to prevent and
reverse environmental degradation, especially that arising from excessive industrial concentration and
inadequate patterns of consumption, the destruction of forests and erosion of the soils, as well as the depletion
of the ozone layer and the increasing greenhouse effect, which threaten the world climate.

19. National and regional efforts in these fields, combined with international co-operation, will promote the right of
individuals to a better quality of life and incorporate the whole population in the processes of economic and
social development.

20. Recognise that, in the majority of countries, there is insufficient availability of internal resources to implement
the range of the actions being proposed internationally to promote sustainable development. As such, we stress
the need to promote adequate levels of investment and technology transfer.

21. Underline the importance of the contribution of new actors, partners and resources from civil society with the
objective of consolidating democracy, social and economic development and deepening respect for human
rights. International co-operation involving public resources requires a dialogue in which both governments and
civil society participate. Development co-operation partners will have to comply with the laws of the countries
involved, as well as with transparency and accountability. We will encourage exchange and co-operation of
civil society between Latin America, the Caribbean and the European Union.

22. Work together to confront the threats to international peace and security and intensify efforts to continue the
disarmament process under strict and effective international control, with emphasis on the elimination of
weapons of mass destruction, including nuclear, chemical and biological weapons. In the framework of the
Disarmament Agenda, we consider that, after entry into force of the convention of the prohibition of chemical
weapons, one of the main objectives is the conclusion and adoption of the verification protocol of the
convention on the prohibition of biological weapons, leading to eradicate this category of mass destruction
weapons.

23. Attach special importance to achieving universal adherence to the Treaty of the Non-Proliferation of Nuclear
Weapons, to fight against excessive and destabilising accumulation of small arms and light weapons, and their
uncontrolled dissemination, and call upon all States to join efforts to achieve the total elimination of anti-
personnel landmines.

24. Tackle the global drug problem under the principle of common and shared responsibility based on a global,
comprehensive and balanced approach in full conformity with the purposes and principles of the Charter of the
United Nations and International Law. The Panama Comprehensive Action Plan on Drugs is based on these
principles and will give a new dimension to co-operation on drugs. The Co-ordination and Co-operation
Mechanism between the European Union and Latin America and the Caribbean should be used to develop this
co-operation.

25. Also express our will to fulfil and to follow-up on the agreements reached at the XX Special Session of the
United Nations General Assembly Dedicated to Common Action to Counter the Problem of Drugs.

26. Join efforts to combat all forms of organised transnational crime and related activities, such as money
laundering, trafficking of women, children and migrants; the illegal manufacture and trade of firearms,
munitions and other related materials.

27. Reinforce individual and joint actions against terrorism in all forms and manifestations, since the latter erodes
peace, the rule of law and democracy.

28. Strengthen individual and joint actions and increase collaboration among our Governments to face corruption in
all its forms, taking into account the important instruments recently adopted in both regions, since this serious
problem erodes the legitimacy and functioning of institutions and represents a threat to democracy, society, the
rule of law and development.

29. Join efforts to increase dialogue, international co-operation and the exchange of knowledge in the prevention of
natural disasters, while taking advantage of experience gained through the United Nations International Decade
for Natural Disaster Reduction. Moreover, initiatives in this field should consider the links between prompt
emergency aid, rehabilitation and reconstruction, while observing criteria for long-term sustainable
development.

30. In this context, acknowledge the efforts undertaken by the Governments and people of Central America for the
reconstruction and transformation of their countries after the tragedy of hurricane "Mitch". We also attach great
significance to international co-operation for the relief and reconstruction of Central America, in particular to
contributions from Latin American and Caribbean countries, and to the successful implementation of the
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European Union plan for reconstruction of Central America, as well as to the efforts of the European Union
Member States, amounting together to more than one billion euros.

31. Strengthen multilateral institutions, particularly as fora for international dispute resolution and the promotion of
development. In this regard, we jointly support intensifying multilateral relations, including advancing the
process of reforming the United Nations system, in the search for a new balance between its principal organs, so
as to improve their effectiveness.

In the economic field:

32. Enhance international economic co-operation, to promote a comprehensive and mutually beneficial
liberalisation of trade, as a means of increasing prosperity and of combating the destabilising effects of volatile
financial flows. In this context, the asymmetries in development level shall be taken into account.

33. Reaffirm our conviction that regional integration plays an important role in growth promotion, trade
liberalisation, economic and social development, democratic stability and a more symmetrical inclusion in the
process of globalisation. We particularly stress our willingness to strengthen the multilateral trade system, open
regionalism, and intensify economic relations between our regions.

34. Recognise the shared responsibility for an effective and result-oriented contribution to all these aspects.

Through our new interregional partnership we resolve in particular to:

35. Join our efforts to guarantee the complete and timely entry into force, and effective application of the Uruguay
Round commitments.

36. Highlight the importance of the World Trade Organisation as the main forum to promote trade liberalisation and
the establishment of basic rules and guidelines for the international trade system.

37. Jointly propose, at the next WTO Ministerial meeting, to launch a new round of comprehensive trade
negotiations without excluding any area, directed towards the reduction of tariff and non-tariff barriers to trade
in goods and services.

38. Reiterate our firm rejection of all measures of a unilateral character and with extraterritorial effect, which are
contrary to International Law and the commonly accepted rules of free trade. We agree that this type of practice
poses a serious threat to multilateralism.

39. Promote further development and diversification of trade, taking into account ongoing and future multilateral
and bilateral negotiations for the liberalisation of trade, such as in the case of the European Union with Mexico,
Mercosul and Chile, as well as future developments in our regions.

40. Promote dialogue on and stimulate a favourable climate for financial flows and for productive investment
between Latin America and the Caribbean and the European Union, in particular the promotion of joint
ventures, through the European Investment Bank (EIB), as well as of other co-operation instruments, such as
bilateral investment promotion and reciprocal protection agreements.

41. Provide special attention and support for countries with smaller economies, including through incentives for
productive investment. Favourable financing conditions and measures should be examined and implemented to
provide a fair and adequate treatment to highly indebted poor countries in the specific and competent fora. In
this regard, we welcome the agreement by the G7 Heads of State and Government of a new package of debt
relief measures for the highly indebted poor countries.

42. Promote greater contact between economic agents and to encourage an enlarged dialogue between the members
of the business community and sectoral fora on both sides, which are important for the relations between our
regions, and in particular for sustained economic and social development.

43. Promote co-operation in science and technology in order to strengthen national capabilities in these areas and
contribute to efforts, to tackle global problems; to encourage investment and business partnerships involving the
transfer of technologies and know-how.

44. Support the strengthening and enforcement of intellectual property rights in all areas as an important condition
for enhancing trade and investment flows.

45. Promote, in the context of globalisation and the progress of the information society, trade in services and to
support new forms of co-operation in this field as important factors for closer economic ties between both
regions.

46. Encourage technology transfer in order to improve the processes and standards of economic links between the
European Union and Latin America and the Caribbean in the fields of the production of goods, foreign trade,
port infrastructure, and telecommunications and transport.
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47. Promote a favourable climate for small and medium enterprises whose role is important in the context of the
development of stable market economies, for the furthering of economic exchanges and for the implementation
of joint ventures between the two regions.

48. Underline the decisive role of efficient infrastructure, including transport, and administrative procedures for the
liberalisation of trade and the intensification of economic co-operation.

49. Strengthen our partnership in development co-operation, which offers an important opportunity to put the
shared values and ideals into practice and to mutual benefit.

50. Actively participate, in view of the seriousness and recurrence of financial crises and the severity of their
impacts at national and international levels, in the design of a new international financial architecture, to allow
both regions to obtain the full benefits of capital markets integration and reduce the risks involved with their
volatility.

51. Continue strengthening the financial systems of our countries and to develop regulation and monitoring
mechanisms, in order to implement international best standards and practices. This will contribute to
establishing a dynamic, stable, international economic and financial system. Such a system will ensure the
prevention of future crises or, should they occur, assure their early identification and their rapid and effective
solution so as to contain their spread.

52. Acknowledge that the introduction of the euro does contribute to strengthen our biregional economic and
financial ties as well as the international monetary and financial system, and provide it with stability and
dynamism.

53. Promote the active participation of our Governments in the consultations taking place at the United Nations on
current trends in global financial flows. Joint efforts to reform the international financial system, as well as to
define and to implement an agenda for international financial stability, which includes monitoring the global
financial system for crisis prevention.

In the cultural, educational, scientific, technological, social and human fields:

54. Reiterate our commitment towards the establishment of a solid partnership between Latin America and the
Caribbean and the European Union in the educational, cultural and human spheres, based on shared values and
on the recognition of the importance of education for achieving social equality and scientific and technological
progress. We also commit ourselves to conduct our relationships on the basis of the principles of equality and
respect for plurality and diversity, without distinction of race, religion or gender, precepts that constitute the
ideal means of achieving an open, tolerant and inclusive society where the individual's right to freedom and
mutual respect is enshrined through equitable access to productive capacity, health, education and civil
protection.

55. Agree that there is no better investment than developing human resources, which is both a commitment to social
justice and a requirement for long-term economic growth.

56. Assign more resources to address the just and urgent social demands and to improve the scope and quality of
our social programs.

57. Intend to share experiences between our two regions on diverse social policies that we apply so as to strengthen
co-operation in this area, particularly in health, nutrition, education and employment.

58. Also stress the importance of creation of sufficient and well-paid and productive employment in our countries.
For this purpose, education and professional training of workers of all ages is essential.

In particular, we agree to:

59. Promote the recuperation, preservation and a better knowledge of our vast cultural heritages, including
patrimony, and of our diversity as a fundamental link of integration between Latin America and the Caribbean
and the European Union, permitting closer and more enduring relations between our peoples and promoting
cultural creativity as a dialogue for peace and tolerance.

60.  Foster actions, in both regions as well as in multilateral fora, to promote cultural diversity and pluralism in the
world.

61. Encourage interregional exchanges among educational and cultural actors as one of the most efficient and
effective means to promote mutual understanding, learning and cultural production. The promotion of close
contacts between artists and organisation in all cultural sectors will encourage respect for cultural and linguistic
diversity, guaranteeing human dignity and social development.



84

62. Encourage further co-operation and exchange between cultural industries as well as in the audio-visual sector as
major pillars in the cultural and economic co-operation, meeting an increased interest in high quality
productions.

63. Consider the strengthening of educational co-operation as a special challenge, with particular emphasis on basic
education, vocational training and co-operation between higher education institutions, including universities,
and distance education, and take into account the particular needs of our societies. In this context we recall the
successful co-operation programmes already in existence.

64. Promote universal access to education and professional training as determining factors for diminishing social
inequalities, reducing poverty and achieving better paid employment, assuring a full basic education for all
people of school age and the right of peoples to maintain their cultural and linguistic identity; we stress the right
to education itself, based on the specific national responsibility of each country to provide adequate education to
all its citizens.

65. Promote scientific research and technical development as fundamental elements in our relations and as an
essential condition for the successful insertion of countries in a globalised world, which requires the advances
of scientific knowledge, its mastery and adaptation to constantly evolving technology.

66. Favour innovation and technology transfer in order to obtain greater economic and technical linkage between
the two regions in the fields of production of goods and services, foreign trade, infrastructure, and
telecommunications and transport, among others.

67. Welcome the various events promoted before and during the Summit involving different sectors of civil society.
68. These solemn commitments guide our current dialogue and our co-operation in inter-regional and international

fora. At the same time, they contribute to the successful establishment of our strategic partnership.
69. The participants expressed their profound gratitude to the people and Government of Brazil for the courtesy and

support received in carrying the work of the Summit through to a successful conclusion.

LATIN AMERICA/CARIBBEAN/EUROPEAN UNION: FIRST SUMMIT DECLARATION OF
RIO DE JANEIRO /PRIORITIES FOR ACTION

Rio de Janeiro, June 29, 1999

We, the Heads of State and Government of Latin America and the Caribbean and of the European Union, meeting in
the city of Rio de Janeiro on 28th and 29th June, 1999, have decided to advance in the consolidation of a strategic
partnership of a political, economic, cultural and social and co-operative character between both regions which
contr.ibutes towards the development of each of our countries, as well as towards the achievement of better levels of
social and economic well-being for our peoples, taking advantage of the opportunities offered by an ever more
globalised world, in a spirit of equality, respect, alliance and co-operation.

We agree that the priorities for action are based on a common commitment to representative democracy, the rule of
law, good governance, pluralism and social development including a more equitable distribution of wealth and
opportunities and to a harmonious integration into the global economy.

We have therefore decided to strengthen the dialogue between governments at all levels and with organisations from
the civil society, with the aim of ensuring the achievement of the objectives of development and strengthening the
rule of law in both regions. In this context, we will strengthen mechanisms to guarantee the fulfilment of the laws of
both regions, as well as transparency and accountability, especially in the use of public resources.

We have also decided that the Biregional Group, at the level of Senior Officials, established by the Declaration of
Rio de Janeiro, will monitor the actions contained in this document.

Taking this into account, as well as the principles and commitments contained in the Declaration of Rio de Janeiro,
we will promote the following:
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PRIORITIES FOR ACTION

In the political field:

1. Promote closer co-operation and exchange of points of view in international fora on matters of common
interest. Work jointly for the improvement of the capability of the United Nations Organisation to respond in an
ever more effective manner to its tasks in the new millennium, with full respect for the objectives and principles
of the Charter, and the Universal Declaration of Human Rights adopted by the United Nations 50 years ago. We
will co-ordinate biregional efforts to guarantee that the Millennium Assembly develops in such a way that the
Organisation is strengthened.

2. Formulate programmes of co-operation aimed at further strengthening the protection and promotion of human
rights, as well as training programmes to support offices and institutions for human rights, such as those
involved in protecting the rights of the more vulnerable groups of society. We support specific training
programmes aiming to promote tangible steps forward in this field. Likewise, we will promote programmes to
disseminate humanitarian law.

3. Design and put into practice joint programmes and adopt national measures to prevent and combat xenophobia,
manifestations of racism and other related forms of intolerance, as well as to promote and protect the rights of
the most vulnerable groups of society, especially children, youth, disabled persons, indigenous peoples and
migrant workers and their families.

4. Adopt programmes and projects in the twelve priority areas identified in the Fourth World Conference of
Women (Beijing, 1995), through mechanisms of financial and technical co-operation, with prior identification
of actions of common interest with a biregional dimension. The gender aspect will be taken into account as a
basis for all co-operation programmes.

5. Work towards the modernisation of the structure of our respective States, in particular with regard to electoral
systems, the administration of justice, the tax systems and the budgetary policies as mechanisms for the
redistribution of wealth and revenues generated by economic development. We encourage dialogue on the
matter.

6. Invite actors of civil society to participate in the implementation of joint initiatives between Latin America and
the Caribbean and the European Union. We therefore regard co-operation between the public sector and civil
society as positive and recognise the relevant role of decentralised co-operation programmes. We agree to co-
operate closely and exchange knowledge and experience in the field of reforming social security.

Encourage parliamentary contacts between both regions.

7. Welcome in particular the activities of various fora in the context of the preparation of the Summit.
8. Recalling the successful conferences on Security and Confidence Building Measures, underline the need to

continue regular dialogue on security issues between the European Union and the Rio Group.
9. Promote the signing or ratification of instruments in the field of disarmament and prohibition of certain

particularly inhumane weapons, including the conventions on chemical and biological weapons; the Non
Proliferation Treaty (NPT), the Comprehensive Nuclear Test Ban Treaty (CTBT). Also, support negotiations
currently in progress, in particular in the Conference on Disarmament.

10. Welcome the entry into force, on 1st March 1999, of the Ottawa Convention on the prohibition of use,
stockpiling, production and transfer of anti-personnel landmines (APL) and on their destruction and emphasise
the importance of full and speedy implementation of the Convention. We call on all States to join efforts to
achieve the total elimination of APL world-wide and agree to attach high priority to efforts dealing with the
suffering and destruction caused by their use.

11. Continue to provide technical and financial co-operation through mine action programmes, with particular
attention to Central American countries.

12. Emphasise the fact that a serious challenge to the international community is raised by the combination of
conflicts with the uncontrolled dissemination of small arms. In this context, we welcome the Joint Action of the
European Union on combating the destabilising accumulation and spread of small arms and light weapons, as
well as the Inter-American Convention to Combat the Illegal Production and Traffic of Firearms, Munitions,
Explosives and other Related Materials, and underline our determination to co-operate closely in this field.

13. Co-operate in the fight against transnational organised crime and related criminal activities, work for the
elaboration of instruments against corruption, as well as actively promote the implementation of the
international conventions on the matter, and also increase collaboration between our governments.
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14. Intensify international co-operation to combat terrorism, based on the principles established in the framework of
the United Nations Organisation. To this end we will work together to advance in the signing and ratification of
the conventions and protocols of the UN and to strengthen the international legal framework on the subject,
supporting the elaboration of instruments to fight terrorism.

15. Support projects for the conservation and sustainable use of natural resources, especially those which contribute
to overcoming poverty, marginalisation and social exclusion, to modifying patterns of production and
consumption, and to promoting the conservation of biological diversity. Special importance will be attached to
promoting the sectors likely to generate productive employment.

16. Reaffirm our commitments to implement the Rio Convention on Climate Change, Biodiversity and
Desertification and to promote actions oriented towards the early application of the Mechanism for Clean
Development foreseen in the Kyoto Protocol. We resolve to co-operate and exchange experience in the field of
preserving forests world-wide through sound economic exploitation in line with the principles of sustainable
development. Close attention will be paid to projects dealing with a more rational use of energy, the
development of renewable energy sources and solving the problems of industrial and urban pollution. We
resolve to exchange experiences in the field of soil productivity loss and management of arid ecosystems. We
stress the successful co-operation between the European Union and the Brazilian Government in implementing
the "International Pilot Programme to Conserve the Brazilian Rain Forests" (PPG7), as a promising strategic
alliance. We underline the importance of education on environmental protection for the implementation of
Agenda 21 and agree to co-operate closely in this respect.

17. Put into practice programmes of co-operation in the field of environmental and natural disasters, with the aim of
contributing to the improvement of the capabilities of the more vulnerable countries of both regions to prevent
and respond to disasters; to set up an adequate system to take advantage of international aid for the phases of
prevention, early warning, emergency, mitigation, rehabilitation and reconstruction. This co-operation will
include the elaboration of a directory of responsible national civil-protection organisations, the integration of an
inventory of existing resources for disaster relief, and the drafting of a handbook of guidelines for international
co-operation in case of disaster.

18. Promote the complete application of the objectives of the International Decade for Natural Disaster Reduction,
and of the Programmes for Disaster Preparation, Mitigation and Prevention of the Department of Humanitarian
Aid of the European Community (EC DIPECHO), executed in Central America and the Caribbean.

19. Appreciate the active role that civil society is playing for the relief and reconstruction work in Central America,
as recognised in the Stockholm Declaration of 28th May 1999.

20. Endorse the implementation envisaged in the Panama Comprehensive Action Plan for European Union/Latin
America Counter-Drugs Assistance including interregional co-operation with the Caribbean as an important part
of the priorities for action.

21. Welcome the results of the XIV European Union-Latin America Interparliamentary Conference (16th–18th

March, 1999), in particular the message relating to the Institute for Relations between Europe and Latin
America (IRELA), and consider the recommendations of the members of parliament of both regions in this
respect.

In the economic field:

22. Promote joint action in international economic co-operation. In the World Trade Organisation, we will ensure
the full implementation of the results of the Uruguay Round and agree on the launching of a new
comprehensive and mutually beneficial round of multilateral trade negotiations.

23. Strengthen our economic and trade relations, taking maximum advantage of existing trade agreements between
our regions and working for the establishment of new ones.

24. Hold high-level consultations to exchange points of view and to agree on positions in multilateral efforts in
appropriate fora, including those in the United Nations system, oriented towards the establishment of
mechanisms that promote a stable and dynamic global economic and financial system, as a way to prevent
crises in the future, and should they occur, to ensure their effective and swift solution.

25. Formulate, in the framework of our consultations, proposals of biregional co-operation directed to strengthening
national financial systems and developing mechanisms of monitoring and regulation in order to implement
international best standards and practices.

26. Create specific programmes to support economically relatively less-developed countries by establishing training
fora and stimulating productive investment and adequate conditions of financing, including effective national
and global measures to resolve the problems generated by excessive levels of debt.
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27. Call on the business communities of Latin America and the Caribbean and of the European Union to meet
periodically in a Business Forum, with the aim of analysing matters of common interest and, where appropriate,
presenting conclusions and recommendations for the consideration of governments. Such a Forum, whose
starting point could be the promotion of biregional electronic networks of business associations, could be
enriched with existing initiatives such as the Mercosur/European Union Business Forum and the Multisectoral
Business Encounter AL-Partenariat 99 European Union-Mexico-Central America.

28. Promote a biregional programme of government and business training to foster competitiveness in business and
in the negotiating capacity of entrepreneurs, as well as in the search for effective solutions in the area of
facilitating business.

29. Encourage the conclusion of bilateral reciprocal investment promotion and protection agreements and
conventions to avoid double taxation and to stimulate initiatives directed towards facilitating and increasing
investments between both regions.

30. Promote programmes and mechanisms to support small and medium enterprises in the fields of financing,
including better access to financial guarantees and risk capital, management training, technology and inter-
business co-operation, with the aim of raising competitiveness and achieving better insertion into international
markets. In particular, to promote joint ventures for the establishment of enterprises in both regions.

31. Invite the European Investment Bank (EIB) to consider strengthening and broadening its activities in Latin
America and the Caribbean and encourage co-financing between European financial institutions and those of
Latin America and the Caribbean.

32. Support the development of national capacities to strengthen and protect intellectual-property rights in all fields,
in accordance with the rules established in the framework of the WTO, as an important requisite for increasing
trade and investment flows.

33. Establish a dialogue to study standards and certifications based on current agreements on Technical Barriers to
Trade. We will examine the possibility of preparing negotiations for bilateral agreements on mutual recognition
of technical standards.

34. Establish a dialogue to promote customs co-operation and the harmonisation of nomenclature, especially in the
field of training, setting up databases and networks of experts, and formulating proposals for possible bilateral
co-operation agreements on the subject.

35. Encourage co-operation and investment for the development of tourism in both regions. We attach special
attention to the development and promotion of sustainable tourism, given the need to contribute to the
conservation and management of the rich biodiversity of our regions. The active participation of local and
indigenous communities, local administration and the private sector in the sustainable development of tourism
contributes to regional and local economies.

36. Reinforce programmes of co-operation in the alternative-energy sector and in energy saving, especially
decentralised co-operation - European Community Investment Program (ECIP), América Latina Investment
(AL-INVEST), Latin America Rational Use of Energy (ALURE). We will also continue to support relevant
programmes.

37. Promote programmes of co-operation in the field of infrastructure, including transport, and administrative
procedures for the liberalisation of trade and the intensification of economic co-operation.

38. Ensure high-quality legal framework provisions for consumer protection and dialogue between the social
partners; encourage the full implementation of international labour conventions.

In the cultural, educational, scientific, technological, social and human fields:

39. Agree to implement programmes in the areas of health and education in order to combat marginalisation, social
exclusion and extreme poverty. Close attention should be paid to the implementation of the recommendations of
the World Summit for Social Development of 1995 and to the preparation of the Special Session of the General
Assembly in June 2000 to follow up on the Summit.

40. Strengthen co-operation in the fields of primary, secondary and higher education and design biregional
programmes to support compensatory educational policies that contribute to improve the quality of education
and the training of teachers, as well as the preparation of human resources, with special emphasis on vocational
training and on the use of new technologies applied to education. We highlight the continuous and successful
efforts in the last decades by all parties to foster co-operation also through bilingual and bicultural schools.

41. Firmly support biregional co-operation in the university sector aimed at increasing grants to students and
researchers on all levels, as well as broaden post-graduate studies in science and technology, industry and
business, the mobility of academics and students and for the processes of accreditation of programmes and the
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recognition of diplomas. We can look back on an impressive history of co-operation in the university sector, in
particular the "América Latina Formación Académica" (ALFA). On both sides we have granted countless
scholarships for students and researchers of all levels. These projects will be extended in the future.

42. Promote co-operation to put to better use the possibilities offered by new technologies and instruments, such as
distance education, with the aim of integrating them into national education frameworks, particularly for those
people and social groups that do not have access to them.

43. Special care will be given to promoting the rights of minorities and implementing training schemes which lend
value to cultural and linguistic identities. We agree to promote co-operation aimed at enhancing opportunities
for capacitation of indigenous populations to participate in the planning and implementation of social and
economic development programmes.

44. Incorporate in educational programmes content that is oriented towards the diffusion of our tangible and
intangible cultural heritage, identifying projects of co-operation between the two regions and taking into
consideration the cultural offerings which exist on both sides of the Atlantic.

45. In this respect, for the purpose of lending visibility to and renewing the cultural dialogue between our regions,
we will consider the establishment of a European Union-Latin America and the Caribbean cultural forum.

46. Implement programmes to promote cultural and linguistic identities, sensitising the population to their
importance and to the need for their preservation. We will promote, in particular, research in the field of
anthropology and culture, exchange of experts and transmission of conservation techniques.

47. Also agree to continue to provide appropriate support to community instruments such as "Urbs América Latina"
(URBAL).

48. Promote the establishment of a joint initiative in the field of the "information society" on certain priority matters
(e.g., electronic trade, industrial technologies and telecommunications, the environment, health, social services
and education). Encourage greater co-operation in the field of audio-visual, cinematography and multimedia as
well as the organisation and classification of archives and printed matter.

49. Support the work conducted by the European Union-Latin America Working Group on Scientific and
Technological Co-operation and the agreements derived from the IV and V Biregional Conferences held in June
and October of 1998 in Madrid and Guatemala, respectively. In this sense, we will establish a working group of
representatives of both regions for dialogue and advice on the best way to derive benefit, as concerns future
scientific and technical co-operation between Latin America and the Caribbean and the European Union, from
the possibilities offered in the Fifth Framework Programme of the European Community for research,
technological development and demonstration activities, particularly through co-operation agreements, taking
into account the specifics and capacities of the countries concerned, as well as the strategic importance of this
sector in our new biregional partnership.

50. Promote and facilitate initiatives for co-operation and exchange in the field of science and technology. Special
attention should be paid to the ties between production processes and scientific and technological research,
including the ecological aspects that bear a positive effect on the sustainable development of both regions and
their environment.

51. Give continued priority to the centres of excellence through trans-regional networks comprising institutions of
an academic, scientific and technological nature. Within this framework, we undertake to promote the exchange
of knowledge, co-operation in joint initiatives and the mobility of students and research workers between
equivalent institutions of the respective regions. We also stress the importance of inter-university co-operation
in the human, social and scientific fields and the need, inter alia, of a focal point for common research and
training of highly qualified personnel, particularly in matters relating to development and integration processes.

52. Encourage the European Institutes and Institutions for Integration (Bruges, Florence and Maastricht), and the
network of academic institutions of all Latin American and Caribbean countries and the European Union
Member States, to support activities relating to research, post-graduate studies and training in the field of
integration processes.

53. Strengthen regional integration policies and the development of the internal markets as fundamental growth and
stability factors. For this purpose, we will support the adoption of common policies and co-ordinated sectoral
approaches with a view to drawing the best advantage from the existing and future policies of trade
liberalisation. Special attention will be given to combating cartels and to the creation of suitable legal and fiscal
frameworks.

54. Continue to support the objectives and activities of regional institutions, such as the "Centro de Formación para
la Integración Regional" (CEFIR), in Montevideo, aimed at the training of professionals in the public and
private sectors and of new generations, strengthening specialised capacities in fields such as analysis, training
and management of integration processes.
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55. In order to ensure the most efficient use of the available financial resources and to maximise existing
complementarities and synergies, agree on the special importance of the principle of subsidiarity and on the
need to strengthen co-operation on all sides.

MEETING OF HEADS OF STATE AND GOVERNMENT FROM
MERCOSUL AND CHILE AND FROM THE EUROPEAN UNION

JOINT COMMUNIQUÉ OF RIO DE JANEIRO

Rio de Janeiro, June 28, 1999

1. Assembled in Rio de Janeiro, on the occasion of the Summit Meeting of Latin America and the Caribbean with
the European Union, the Heads of State and Government of Mercosul and Chile and of the European Union
reaffirmed their determination to continue to strengthen their relations, which are based on deep historical,
political, economic and cultural links, as well as on common values.

2. To this end, they decided to attach renewed priority to their relations in the -political, economic, trade, cultural
and co-operation fields, aiming at building a deeper and fuller partnership between the two regions, which
should be based on democracy, sustainable development and economic growth with social justice.

3. They attached a special significance to fostering the political dialogue between the two regions which will serve
to enhance co-operation in dealing with bilateral and international issues of mutual interest. They furthermore
underlined the importance of the cultural dialogue which will strengthen the existing cultural links between the
peoples of the two regions.

4. They reaffirmed the commitment set out in the Interregional Framework Co-operation Agreement signed in
December 1995 between Mercosul and the European Union, of forging closer relations with the aim of
encouraging the increase and diversification of trade, by means of gradual and reciprocal liberalisation of trade
and promoting conditions which are conducive to the establishment of an Interregional Association, taking into
account, in conformity with WTO rules, the sensitivity of certain goods and services. They also reaffirmed the
similar commitment set out in the Framework Co-operation Agreement signed in June 1996 between Chile and
the European Union, for the creation of an economic and political association.

5. The Heads of State and Government agreed that the expansion of trade, through the development of free-trade
between Mercosul and Chile and the European Union, constitutes a central element in the construction of a
more dynamic relationship, in the promotion of their integration processes and in the strengthening of the
multilateral trading system.

6. With this purpose, they agreed to launch negotiations between Mercosul and Chile and the European Union
aiming at bilateral, gradual and reciprocal trade liberalisation, without excluding any sector and in accordance
with WTO rules. It was agreed that both the results of the Mercosul-European Union negotiations and those of
the Chile-European Union negotiations should in each case constitute a single undertaking to be implemented
by the Parties as an indivisible whole.

7. On initiating both negotiations, the Heads of State and Government decided that meetings of the Co-operation
Council established in the Interregional Framework Co-operation Agreement Mercosul – European Union, and
of the Joint Council established in the Framework Co-operation Agreement Chile – European Union, should be
held in November 1999. At those meetings, proposals should be formulated regarding the definition of the
structure, methodology and calendar for the negotiations.

8. The Heads of State and Government discussed the preparations for the launching of a new comprehensive and
balanced round of multilateral trade negotiations in the World Trade Organisation. They expressed their
expectation that this process shall be concluded within three years and that its results should strengthen the
multilateral trading system and prepare it for the challenges of the forthcoming century.
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MEETING BETWEEN THE HEADS OF STATE AND
GOVERNMENT OF THE ANDEAN COMMUNITY OF NATIONS AND

EUROPEAN UNION

Rio de Janeiro, June 28, 1999

On the occasion of the Latin America and the Caribbean and European Union Summit, in Rio de Janeiro, the
Presidents of Bolivia, Colombia, Ecuador, Peru and Venezuela, Heads of State of the member countries of the
Andean Community of Nations, held a working session with the Federal Chancellor of Germany, acting as President
of the European Council, the President of Finland as future President of the European Council, President of the
European Commission and the Secretary-General of the Council.

At this meeting, the Heads of State and Government exchanged views, with special emphasis on the progress of the
respective integration plans, and highlighted the achievements from the 1993 Framework Co-operation Agreement
and the political dialogue established in the 1996 Rome Declaration.

The Heads of State and Government welcomed the progress made in the political dialogue between the two regions
based on the common purpose to strengthen peace, democracy and respect for human rights. Emphasis was also
given to the successful co-operation in the campaign against drugs based on the principle of shared responsibility,
the positive effects of Andean trade preference by the European Union and the development of co-operation. They
also agreed on the importance of fostering sustainable and diversified development.

In this context, the Heads of State and Government discussed the best way to strengthen the political, commercial
and cooperation ties between the European Union and the Andean Community of Nations and the Andean initiative
to begin talks on the negotiation of an association agreement that takes into consideration the level of development
of the countries in both regions and the interest of the Andean Community of Nations, and preserves the present
arrangements for its preferential access to the European market in the campaign against drugs.
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ANNEX G

FREE TRADE AREA OF THE AMERICAS

I. Work Program for the FTAA Negotiating Groups, the Consultative Group on Smaller Economies
and the Committees on Civil Society and Electronic Commerce

Negotiating Groups

1. Market Access

The Negotiating Group on Market Access is responsible for negotiations in the areas of tariffs, non-tariff measures,
safeguards, rules of origin, customs procedures and standards and technical barriers to trade.  The negotiating group
should work with the Negotiating Group on Agriculture to ensure a suitable framework for establishing appropriate
linkages and consistency in the work of the two groups.

Tariffs

1. Define the methods, modalities and timetables for eliminating tariffs; the approach for tariff elimination; the
phasing-in periods; the pace of reduction of tariffs; and the base year and tariff for negotiations.

2. In conformity with the established objectives, negotiate the progressive elimination of tariffs.  Different trade
liberalization timetables may be negotiated.

3. Identify and define various measures maintained under tariff headings that affect the applied tariff (e.g. customs
surcharges and other fees levied on imports, tariff rate quotas and price bands), and determine how to address
such measures in the negotiations.

4. Identify, analyze and determine the treatment of special regimes.

Non-Tariff Measures

1. Identify non-tariff measures that will be subject to negotiation.
2. Determine the process for on-going identification of non-tariff measures over the course of negotiations.
3. Establish the procedures and timetables for eliminating non-tariff barriers along with other measures of

equivalent effect which restrict trade between FTAA countries.
4. Develop the approach to negotiating the elimination, reduction, further definition, further disciplining and/or

prevention of non-tariff barriers.

Safeguards

1. Negotiate a safeguards regime applicable to products subject to tariff elimination in the FTAA process.

Rules of Origin

1. Outline the elements of the rules of origin chapter.
2. Establish a timetable and modalities for proceeding with the development of rules of origin.
3. Develop general rules that could include product specific rules.

Customs Procedures

1. Establish an outline of the elements of the customs procedures chapter.
2. Develop the content of the customs procedure chapter for each of the elements identified (e.g. control of origin;

verification procedures; appeal provisions; administrative procedures; refunds; origin and classification rulings;
the importation of commercial samples and advertising materials; temporary imports; the re-importation of
repaired or transformed goods; drawback, etc.).
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Standards and Technical Barriers to Trade

1. Based on the Common Objectives Document already approved, draw up a proposal for identification and
elimination of unnecessary technical barriers to trade among the participating countries.

2. Agriculture

The Negotiating Group on Agriculture is responsible for the negotiation of tariffs and non-tariff measures, export
subsidies and other trade distorting practices affecting agricultural products in the hemisphere, and sanitary and
phytosanitary measures.

The negotiating group should:
1. In conformity with the objectives established for Market Access, define the scope, methods and timetable for

negotiations to progressively eliminate tariffs and non-tariff barriers, as well as other measures with equivalent
effects, which restrict trade in agricultural products.

2. Define the scope, methodology and schedule for negotiations to eliminate export subsidies affecting trade in
agricultural products in the hemisphere.

3. Identify and prepare an inventory of other measures and practices that distort trade in agricultural products in
the hemisphere, including those that have an effect equivalent to agricultural export subsidies.

4. Define the scope, methods and timetable for negotiations aimed at subjecting the measures and practices
identified to greater discipline.

5. Consistent with the WTO definitions of Sanitary and Phytosanitary Measures (SPS) and taking into account the
substantive areas previously identified by the SPS Working Group, define the methodology and schedule for
negotiations to ensure that the sanitary and phytosanitary measures applied in the hemisphere are consistent
with the principles and obligations of the WTO SPS Agreement and are not a means of arbitrary and unfair
discrimination among countries or a disguised restriction to international trade.

6. Identify measures which need to be negotiated to facilitate trade in accordance with the WTO SPS Agreement.
7. Work with the negotiating group on Market Access to ensure a suitable framework for establishing appropriate

linkages and consistency in the work of the two groups.
8. Define methods for incorporating progress achieved in the multilateral negotiations on agriculture to be held in

accordance with article 20 of the WTO Agreement on Agriculture, as well as the results of the review of the
WTO SPS Agreement.

3. Investment

The negotiating group should:
1. Develop a framework incorporating comprehensive rights and obligations on investment, taking into

consideration the substantive areas already identified by the FTAA Working Group on Investment.
2. Develop a methodology to consider potential reservations and exceptions to the obligations.

4. Services

The negotiating group should:
1. Identify the scope and coverage of negotiations.
2. Determine the approach for the negotiations.
3. Develop a framework incorporating comprehensive rights and obligations in services, taking into consideration

the substantive elements already identified in the FTAA Working Group on Services.
4. Identify, where appropriate, possible supplementary standards for specific sectors (Sector Annexes).
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5. Government Procurement

The negotiating group should:
1. Deepen the study of national statistics systems to identify existing similarities and differences within the

hemisphere and seek a common understanding of statistical information systems on government procurement in
the countries of the hemisphere.

2. Develop a framework of rules and procedures that ensure openness and transparency of the government
procurement process; ensure non-discrimination in government procurement within a scope to be negotiated;
and, take into consideration the other substantive elements already identified by the FTAA Working Group on
Government Procurement.

6. Intellectual Property Rights

The negotiating group should:
1. Determine how to reduce distortions in trade in the hemisphere and promote and ensure adequate and effective

protection to intellectual property rights.  Changes in technology must be considered.

7. Subsidies, Antidumping & Countervailing Duties

The negotiating group should:
1. Establish an inventory of issues to be addressed in the negotiations and achieve a common understanding with a

view to improving, where possible, the rules and procedures regarding the operation and application of trade
remedy laws in order to not create unjustified barriers to trade in the hemisphere.

2. Identify options for deepening subsidy disciplines.
3. Consider constructively for study any matter related to antidumping duty policies and practices, countervailing

duty policies and practices and subsidy policies and practices proposed by any participating country.
4. Study issues relating to the interaction between trade and competition policy, including anti-dumping measures

in order to identify areas that may merit further consideration and report to the TNC by December 2000. Further
guidance, if approved, will be given by the TNC at its next meeting.

.
8. Competition Policy

The negotiating group should:
1. Identify main principles and criteria of competition.
2. With the general objective to guarantee that the benefits of the FTAA liberalization process not be undermined

by anti-competitive business practices, the negotiating group will work to: advance towards the establishment of
juridical and institutional coverage at the national, sub-regional or regional level, that proscribes the carrying
out of anti-competitive business practices; develop mechanisms that facilitate and promote the development of
competition policy and guarantee the enforcement of regulations on free competition among and within
countries of the hemisphere; and take the relevant actions to carry out the general objective.

3. Develop mechanisms to promote cooperation and the exchange of information between competition authorities.
4. Study issues relating to the interaction between trade and competition policy, including anti-dumping measures,

in order to identify any areas that may merit further consideration and report to the TNC by December 2000.
Further guidance, if approved, will be given by the TNC at its next meeting.

9. Dispute Settlement

The negotiating group should:
1. Continue the previous work of the Working Group on Dispute Settlement aimed at completing the inventory of

dispute settlement mechanisms, procedures and legal texts established in the existing integration schemes,
treaties and agreements in the hemisphere, as well as those of the WTO, provided that the completion of this
work is not a prerequisite for continuing the negotiations.

2. As the negotiations progress and, based on the substantive provisions developed in those negotiations, define
the scope and coverage of the FTAA dispute settlement procedures and mechanisms.
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3. Develop the FTAA dispute settlement mechanisms, bearing in mind the rules and procedures of the WTO's
dispute settlement regime.

4. Design mechanisms to facilitate and promote the use of arbitration and other alternative dispute settlement
methods for settling private sector differences arising under the FTAA framework.

Consultative Group on Smaller Economies

The Consultative Group will have the following functions:

1. Follow the progress of negotiations in each one of the negotiating groups, keeping under review the concerns and
interests of the smaller economies.

2. Commission studies on issues of particular concern or interest to smaller economies. These studies will be
undertaken by the Tripartite Committee.

3. Gather information regarding technical assistance related to FTAA issues and available to FTAA countries, as well
as review the specific needs identified by countries, in particular, those identified in response to the questionnaire
developed by the former Working Group on Smaller Economies.

4. Encourage FTAA countries and appropriate institutions to hold workshops on FTAA-related issues.
5. Bring to the attention of the TNC the issues of concern to the smaller economies and make recommendations to

address these issues.

Committee of Government Representatives on the Participation of Civil Society

Consistent with the principle of transparency in the FTAA negotiating process, the Committee of Government
Representatives on the Participation Civil Society will receive inputs which have been presented in a constructive
manner on trade matters in relation to the FTAA process.  The Committee will analyze the inputs and prepare a report of
the range of views for consideration by Ministers.

The Committee will:
1. Select a chair.
2. Extend to the public by a specific date, including through the FTAA Homepage, an invitation to submit their inputs

in writing  (Spanish, English, French or Portuguese) which can be directed to the Committee through fax, mail,
electronic mail or courier.

3. Compile and analyse the views received and prepare a report for ministers containing the range of views received
four weeks before the October 1999 ministerial meeting.

The TNC will continue its discussion on this issue at its next meeting.

Joint Government-Private Sector Committee of Experts on Electronic Commerce

The objective of the Joint Government-Private Sector Committee of Experts on Electronic Commerce is to make
recommendations to ministers on how to increase and broaden the benefits of electronic commerce and, in particular,
how electronic commerce should be dealt with in the context of the FTAA negotiations.

To develop its recommendations, the Committee shall:
1. Keep itself appraised of, and exchange views on, activities in other fora -- such as the WTO, the OECD, WIPO,

UNCITRAL, UNCTAD and APEC -- in order to increase understanding of the potential benefits of electronic
commerce.

2. Examine the issue of electronic commerce with a view towards identifying the environment that will allow
electronic commerce to benefit countries in the hemisphere.

3. Discuss the Internet "readiness" of FTAA members.
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4. Identify the ways in which the use of electronic commerce can influence the operation of trade obligations,
trade policy, security, confidentiality, etc.

5. The committee would consist of both a government and private sector component that would work together on
these activities and on the report to Ministers.  Membership in the Committee is open to all the FTAA
governments.  The government representatives will establish the consensus.  Private-sector participants should
be identified by individual government representatives with a view to establishing balanced representation
geographically and in terms of expertise in the various Electronic Commerce issue areas. At the earliest possible
date, the Committee will develop working guidelines.  The Committee will deliver its recommendations for
Ministers to the TNC four weeks before the October 1999 ministerial meeting.

II. From San José to Toronto FTAA Meeting Schedule (April 1998-November 1999)

Trade Negotiations
Committee

First Meeting Second
Meeting

Second
Meeting

(Reconvened)

Third
Meeting

Third Meeting
(Reconvened)

Fourth
Meeting

Trade Negotiations
Committee 17-19/Jun/99 2-3/Dec/98 27-28/Apr/99 28-30/Jul/99 14-15/Oct/99 1-2/Nov/99

Negotiating Group First Meeting Second
Meeting

Third Meeting Fourth
Meeting

Fifth Meeting Sixth
Meeting

Agriculture 3-4/Sep/98 22-24/Jan/99 25-27/Mar/99 24-26/May/99 27-30/Sep/99

Competition Policy 17-18/Sep/98 25-26/Feb/99 12-13/May/99 22-23/Jul/99 16-17I/Sep/99

Dispute Settlement 29-30/Sep/98 2-5/Mar/99 4-7/May/99 7-9/Jul/99 18-20/Aug/99

Government
Procurement 22-23/Sep/98 8-9/Feb/99 7-9/Apr/99 8-11/Jun/99 23-25/Aug/99

Intellectual Property
Rights 24-25/Sep/99 8-10/Mar/99 31 May-2 June/99 7-10/Sep/99

Investment 10-11/Sep/98 16-17/Feb/99 20-22/Apr/99 10-11/Aug/99

Market Access 31 Aug-2 Sep/99 18-21/Jan/99 22-25/Mar/99 17-21/May/99 2-6/Aug/99 22-24/Sep/99

Services 8-9/Sep/98 11-13/Jan/99 12-16/Apr/99 12-16/Jul/99 13-15/Sep/99

Subsidies/Anti-
dumping/Counter-
vailing Duties

15-16/Sep/99 23-24/Feb/99 3-4/Jun/99 20-21/Jul/99

Committee/Group First Meeting Second
Meeting

Third Meeting Fourth
Meeting

Fifth Meeting Sixth
Meeting

Committee of
Government Reps. on
the Participation of
Civil Society

19-20/Oct/98 17-18/Jun/99 12-13/Oct/99

Joint Government-
Private Sector
Committee on
Electronic Commerce

13-14/Oct/98 6-8/Jan/999 5-7/Apr/99 14-16/Jun/99 30 Aug-1 Sep/99

Consultative Group on
Smaller Economies 8-9/Oct/98 15-16/Mar/99 24-25/Jun/99 4-5/Oct/99



96

IV. ORGANIZATION OF THE NEGOTIATIONS

The FTAA negotiations were launched in April 1998 during the II Summit of the Americas.

1998-2005

FTAA Presidency and Vice-Presidency (Ministerial level)
May 1998 to October 1999 Canada [Argentina]
November 1999 to April 2001 Argentina [Ecuador]
May 2001 to October 2002 Ecuador [Chile]
November 2002 to December 2004 Co-Presidency United States and Brazil

FTAA Negotiations: Temporary Administrative Secretariat
United States, Miami May  1998 to February 2001
Panama, Panama City March 2001 to February 2003
Mexico, Mexico D.F. March 2003 to December 2004

1998-1999

Trade Negotiating Committee (TNC) Meetings (Vice-Ministerial level)
Argentina (June 1998)
Suriname (December 1998)
Miami (April 1999) (Second meeting reconvened)
Bolivia (July 1999)
Miami (October 1999) (Third meeting reconvened)
Canada (November 1999)

Negotiating Groups (NGs) Meetings in 1998 – 1999 (All NG Meetings are held in Miami)
Market Access Chair: Colombia; Co-chair: Bolivia; 6 meetings
Agriculture Chair: Argentina; Co-chair: El Salvador; 5 meetings
Services Chair: Nicaragua; Co-chair: Barbados; 5 meetings
Investment Chair: Costa Rica; Co-chair: Dominican Republic; 4 meetings
Subsidies, Antid. & CVD Chair: Brazil; Co-chair: Chile; 4 meetings

Market
Access

Investment Services Government
Procurement

Dispute
Settlement

Agriculture Intellectual
Property
Rights

Subsidies,
Anti-Dumping  &

Countervailing
Duties

Competition
Policy

Trade Negotiations
Committee

Ministers of Trade

Heads of Government
Civil Society Committee

(Comprised of Government
Representatives)

Temporary Administrative
Secretariat

Joint Government-Private
Sector Committee on
Electronic Commerce

Consultative Group on
Smaller Economies

III. STRUCTURE OF THE FTAA NEGOTIATIONS



97

Competition Policy Chair: Peru; Co-chair: Trinidad and Tobago; 5 meetings
Government Procurement Chair: United states; Co-chair: Honduras; 5 meetings
Intellectual Property Rights Chair: Venezuela; Co-chair: Ecuador; 4 meetings
Dispute Settlement Chair: Chile; Co-chair: Uruguay-Paraguay; 5 meetings
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