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I. INTRODUCTION 

The field of economic integration was chosen as the sub ject of this 

thes is because of its importance for the economic and social progress 

of the developing world. The present work fo llows a deductive method, 

going f r om the general view of the economic integration scheme in terms 

of its theoretical framework (Chapter II) , thr~gh the case of the Latin 

bmerican Free Trade Association (LAFTA) (Chapter III); to the specific 

analysis of the Peruvian membership (Chapter IV), which pretends t o be 

the main part of the thesis. 

In recent decades the general problem of underdevelopment has in-

creasingly become a major issue in wo rld affairs, and the development 

of the poorer nations constitutes without doubt one of the ma jor endeavors 

of our time. Many proposals and alternatives have been suggested, but 

none of them has become more fashionable recently t han economic integra-

tion, as a mean by which sustained economic and social development and 

growth of the lesser devel oped countries could be achieved. 

The original pessimism about the integration of underdeveloped 

countries was based largely on orthodox economic theory, which implies 

that the grouping would divert much more trade than it could create. 

1.lowever, these static postulates have a limited application for less 

developed regions. In such areas the ma in conside ration 1 ies in the 

dynamic changes that economic integration will bring about. It has to 

be emphasized that economic integration by itself does no t produce 

economic growth and development. 

Latin Nnerica is a cross-section of virtually every stage of 

human history. Every phase of civilization is encompassed-aboriginal 
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tribes, societies living under conditions similar to those that must 

have prevailed before the Spanish Conquest, the fuedal populations 

on the great land estates, and finally the urban complexes associated 

with contemporary industrialization. This broad spectrum of societies, 

ranging from the most primitive to the most advanced, is associated with 

extreme disparities in levels of living, health, education and culture. 

The majority of the population in the area has gained little or nothing 

from the economic development of recent decades. 

Regional economic integration has been an old Latin American aspira-

tion. The process, however, does not merely consist of the grouping of 

the economies of the member countries as they are now organized, but it 

i nvolves , inducing through economic integration , the fundamental changes 

that could break down the prevailing "status quo" and al low the achieve-

ment of sustained development . 

The past decade has witnessed an accelerating trend towards the 

formation of regional economic organizations aimed at achieving a common 

solution to common prob lems. Two such combinations have taken root in 

Lat in America: LAFTA and the Central American Common Market (CACM); 

both as partial means towards the achievement of the final goal: "The 

Latin America Common Market". Both were fashioned in response to the 

problems of rapidly growing population, concentration in foreign exchange 

e~rnings , poor transportation systems, and inadequate marketing 

facilities. Both aim at breaking down national economic barriers tha t 

impede area wide growth of trade and investment. Basic to the two unions 

is the reali zation that maximum efficiency i n a modern industrialized 

world requires a volume of output and sales that exceeds the potential 
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demand of any single domestic market. 

Latin America's present foreign trade structure, which traditionally 

has been one of the major dynamic elements in the economies of the region , 

appears to exhibit serious stumbling blocks to sustained economic 

development. Partly due to the deterioration of the terms of trade for 

instance, the area has encountered increasing difficulties in obtaining 

from the small diversified export sector, the earnings required to finance 

the imports of capital goods needed for its development. Likewise , the 

process of import substitution of manufactured consumption goods is 

limited due to the small size of the market in the individual Latin 

American countries. The integration movement in Latin America is treated 

in Chapter III through the case of LAFTA. In this chapter LAFl'A is 

analyzed in terms of its background, mechanisms, achievements, and 

problems and limitations. 

The ex-post analysis undertaken in Chapters III and IV, which covers 

the 1950-65 years, has been divided into two periods: pre-LAFTA (1950-61) 

and post-LAFTA (1961-65). From the analysis and comparison of the two 

periods some conclusions have been drawn abopt the impact of the entry 

into force of the Treaty of Montevideo upon the member countries and, 

more specifically, Peru. 

Due to the irreversible nature of the integration movement in Latin 

America, the participation of each single country of the region became 

~lmost unavoidable. Chapter IV analyzes the case of the Peruvian member-

ship in LAFI'A, describing the most relevant aspects of it and presenting 

in the last part of the chapter, some alternatives for the implementation 

of the future policy of participation . 
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Peru occupies a very special position within LAFTA. It maintained 

one of the lowest levels of import duties in the area , and had virtually 

no other kind of trade restrictions. LAFTA represents one of the most 

important food import sources for Peru, but in export t erms it is a 

market of less importance, more for raw materials. 

All these characteristics imply that the achievement of the gains 

expected from economic integ rat ion , will involve a Peruvian participation 

based on subs tantial changes in the whole framework of the economy. 

Nonetheless, in developing countries the required substantial changes 

do not always precede the implementation of their participation, but 

will be induced as a post-integration effect. 

In this sense it has become widely accepted that integ ration will not 

pr oduce extensive short-run welfa re ga ins, but it is expected that this 

situat ion will be largely compensated by long-run changes, which will be 

translated i nto the economic and socia l development and growth of each 

participa ting country . Peru' s s l ow adjustment to the integration process 

can be easily explained as a result of its condition as a less developed 

country . 

The ample scope of the field of economic integration, the study of 

LAFTA, and Peru ' s participation in it have allowed the author to cover them 

in only a genera l way , with deeper analysis r eserved for some aspects of 

the Pe ruvia n membership. 

The summary of the thesis and the conclusions that have been drawn 

from the work comprise Chapte r V. This part states the significance and 

effects of integration for Latin America in terms of LAFTA, and the 

impact upon Pe ru through its participati on within LAFTA. 
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II. ECONOMIC INTEGRATION IN DEVELOPING REGIONS 

A. Concept of Economic Integration 

The present chapter is an attempt to analyze the concep t of economic 

integration in the light of the Latin American experience up to date. 

r istorical material will be used to illustrate with real i s tic examples 

and to supply e vidence c oncerning the issues raised in the course of the 

Analysis . The concept of economic integration has been given different 

meanings in the economic l iterature. Economic integration could be de -

fined as a process and as a state of affairs. Regarded as a process i t 

encompasses measures designed t o abolish discrimination between economic 

units belonging t o different national states; viewed as a state of affairs, 

i. t can be represented by the absence of various fo rms of discrimination 

between national economies. 

Examples of different types of economic integration, some of which do 

not conform to the definition of the classic customs union, follow. The 

r.erman "Zollvere in" brought t ogether - in 1834 - eighteen s tates with a 

population of 23 mil lion inhabitants (13) . Its history is reflected in 

the interdependence of economic and political factors in the formation 

of the present European countries. In a certain way they faced a ll the 

contemporary problems such as toll road payments, merchandise taxes, 

restrictions on capital and labor movement, etc. Other good example s 

are t he Tari ff Regime under Bismarck's leadership in Germany, the 

~cKinley Tariff in the USA, and the Meline Tariff in France . All in-

volved t rade barriers in orde r to protect their infant industry. 

Although t he roots of economic integration go back to the 18th 

century, its theoretical framework has been developed in recent years. 
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Professor Viner wrote his book "The Customs Union Issue" in 1950, and 

th i s event coul d be cons ider ed as the point of departure for the theory 

of economic integration . The theory of economic integrat ion can be re-

garded as a part of international economics, but it also goes beyond the 

fie ld of foreign trade theory by exploring the impact of a fusion of 

national markets on growth and examining the need for the coordination 

of economic policies in a union . Finally, this theory also should in-

corporate elements of location theory . 

A number of authors have - in the years since 1950 - contribute d 

t o this new field . 

Names like Meade, (46) Balassa (12, 13), Mikesell (48), Scitovs ky 

( 61 ), Lipsey ( 43), Dell (2 7-31), Urquidi (69-70), Wionczek ( 75), and 

many others are among the most important ones . 

At present the organization of custom un ions in underdeveloped 

regions calls for an adequate theory. Most of t he tools for economic 

in tegration were developed with respect to industrialized regions l ike 

t he European Economic Community (E .E .C.). 

B. Economic Integration in Developing Regions 

After World War II, economic integration and development became 

affairs of public interest. In Europe , political considerations preceded 

economic causes as the basis for integration and afterwards economic is-

sues became the determinant factors. The suppression of trade barriers 

was one of the major targets, because free competition was conceived as 

the best means to develop an area. 

In underdeveloped regions it was believed that political independence 
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of the former colonial territories would have to be accompanied by 

economic independence (African Colonies) to foster optimum development . 

On the other hand, the experience of the world depression with the de-

crease in the sales and prices of raw materials , called for a more 

diversified economic structure in the independent countries. Both cases 

called for a different economic approach, and economic integration was 

viewe d as a possible solution f or their problems. 

In this state of affairs Viner•s study of the Western Europe integra-

tion movement provided the economic base for the new field (72) . 'nlose 

concerned with development in the broader sense , generally disregarded 

the possibilities of regional integration until the publication of Viner's 

books. 

Comparing integration of Western Europe with underdeveloped regions 

in the post- war years , we find opposing tendencies. While Europe mOV'ed 

towards the Union of its economies, seeking the achievement of benefits 

as a result of wider marke ts, the underdeveloped regions were subdividing 

into smaller independent states with vulnerable economiesl. 

After Viner introduced his study on integration , various proposals 

concerning the means and objectives of integrat ion appeared. The 

liberal ist2 and the dirigist were the main ones ( 13). The former was in 

1As a result of these dive r se cases a number of independent stat es , 
e~ch with a population under two million inhabitants, have been created. 
In Africa, this is the case of Gabon, Mauritania and Sierre Leone ; and 
in Latin Ame rica , of the Central American countries, Jamaica, Trinidad -
Tobago and Guyana. 

2 ~\Jlur ic~ Alla i s , Wilhl:lm Ropke a nd M. A. Hei lpe rin a mong othe r s a r e 
propoue nts o( thl.! liberalist proposal. 
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f avor o f removing trade barriers, not only among a limited number of 

countries , but including the whole world. This argument, centered around 

t he concept of limited state intervention, does not consider the 

harmonization of economic policies which is required in order to achieve 

economic development. This proposal is quite impractical if we think in 

world terms . The supranational concept of organization that should 

substitute for national sovereignty is a target difficult to attain in 

the near future . Perhaps more satisfactory results could be obtained 

from a smaller group of countries. 

On the other hand some authors advocate an intensification of state 

intervention in economic affairs. French economists like Philip (59) 

said: "There is no alternat ive to a directed economy since the market 

can be extended not by 1 iberal izing but by organizing". It might be ad-

mitted that a protectionist policy would be conducive to an autarkic 

situa tion . The pro tectionist interests would support creating an 

autarkic bloc in an integrated area, which would not be possible if the 

integrated unit were too small. Competition among the enterprises of the 

member countries will always contribute to the cost reduction. Factor 

movement liberalization will operate also in this way. 

It has been widely accepted that a h igher degree of government 

intervention is likely to be necessary in Latin America integration pro-

jects. This reflects the proposition that present-da)" underdeveloped 

countries , need more state interference in economic affairs than do ad-

vanced economies . In the former, market incentives alone are often not 

sufficiently conducive to development. Nevertheless, the r o le of private 

enterprise is emphasized in most discussions of Latin America integration, 
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and the sphere of government decision making may diminish as development 

proceeds. 

We can infer from what we have said that the liberalist approach 

advocates an integration in world scale disregarding the possibilities 

Eor regional integration. This point is very important for developing 

economies, consider ing that liberalists pay more attention to the 

reallocation of existing resources when a union is organized, while in 

t he developing areas integration must serve for the development of these 

resources. 

The relevant objective of the l e ss developed areas is the maximi za-

tion of the rate of growth, and economic and social development1. Given 

this situation, the major problem will not be how trade patterns wi ll 

affect the reallocation of resources after the integration has been 

achieved but rather how to expand trade in order to generate such reallo-

cation . Some authors t hink that the interest for integration in the 

underdeveloped world was a desire to imitate the European example and to 

escape the discriminatory effects of the European Common Market rather 

than an effort to impel economic development by means o f integration. 

This s tatement could be sustained by Latin-American events. These coun-

tries, in dange r of losing the European Marke t for their raw materials 

and tropical products, were under strong pressure to establish a regional 

organization to oppose the discriminatory effects o f the European Common 

Lrhroughou t this thesis the use of the t e rm " e conomic g rowth" i s in-
tended to indicate an increase in the rate of real output of goods and 
services, while the term "economic development" is used to imply better-
ment of the productive structure, extension and sophisticat ion of the 
infrastructure, and a more widespread and equitable distribution of 
income . 
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"1arket. In 1961 the President of The Government of Uruguay stated in a 

speech (5): 

"The fonna tion of the European Common Market and the Euro pean 
Free-Trade Association is almost like a state of war against 
Latin -American exports, and we will.,have to answer this with 
another integration; the inter-European cooperation, with the 
La tin-American cooper a ti on". 

Finally it is important to point out that Latin-America was the first 

region of the so cal led "underdeveloped world" which has considered 

economic integration as a means to achieve economic and social develop-

ment . Only in recent years have some African and Asian countries begun 

to consider this possibility. 

C. Effects of Economic Integration in Developing Regions 

The analysis of economic integration in underdeveloped areas can be 

stated in tenns of changes in the patterns of trade and welfare 1• 

1 . Changes in the patterns of trade and welfare 

The trend and tendencies in the trade of a region will be reflected 

in the changes in its welfare. The relevant issue is the impact that 

trade will have upon welfare. The beneficial effects of the union will 

predominate, according to Viner, if trade creation outweighs trade diver-

sion (73) . 

Trade creation takes place when we assume that the union to be 

c reated will include a lowest-cost producer . In this circumstance the 

1up to now, many a ttc mp t s ha ve been made in order to crea t e a functional 
theory of custom unions applicable to underdeve loped regions. Most of 
these proposals, however , are only slightly different from the classical 
theory. It is expected that such attempts will be further elaborated in 
the near future . 



www.manaraa.com

12 

remaining members will switch their demand to such producer although 

some of them could be producing that commodity. At the end, the lowest-

cost producer should be one of the sources of supply of such product and 

the degree of trade creation will be a function of the level in which the 

t ariffs will be reduced. Other member countries will become suppliers 

as the tariff reduction goes on. 

On the other hand, trade diversion is generated when a member country 

which , was importing a product from third countries before the customs 

union lowered its intrazonal tariffs, switches its imports t o a member 

country to take advantage of the lower duties which discriminate against 

third countries. Assuming constant costs and a uniform tariff level, 

the production cost of third countries plus the tariff will exceed the 

cost of production of the member country. 

The gains or losses in welfare that follow the establ ishment of an 

union area are reflected by the variations in production costs rather than 

volume of trade created or diverted. In this sense, it is important to 

consider the so called production and consumption effects (12) . 

The production-effects emerge when the domestic sources of supply are 

displaced by member countries in which the production costs are lower. 

The cost savings as a result of this shift will permit gains in welfare 

(positive effect), but on the other hand, the extra cost of producing a 

commodity in the partner country rather than in another foreign country 

may cause losses in welfare (negative effect) as trade diversion shifts 

the source of supply from lower-cost (foreign) - to higher-cost (partner) 

producers . 

Finally it is also important to point out the interaction between 



www.manaraa.com

13 

production and consumption effects. Changes in the production patterns 

will affect consumption and inter-conmodity substitution will, in turn, 

lead to modificat i ons in the production pattern. In this sense, the 

production- effect will tend to be more favorable, if the purchasing of a 

certain good from a member country is made at cost of the domestic supply 

i~stead of an outsider source. The more positive consumption-effects 

will prevail if the consumers substitute domestic merchandise for that 

coming from member countries without affecting the merchandise from third 

countries. 

There are some other cases besides the above ones: When the union 

in formation does not include a lowest-cost producer. In this instance 

the removal of tariff s between participating countries will again create 

new t rade, but this will only be a result of the exploitation of cost 

differences , which was previous ly prevented by the tariff (the argument 

of the competition effect can be quoted in this case). 

When a country was a lower-cost producer before the union and the other 

countries did not produce the commodity under tariff protection. No 

change takes place after the union is formed; and finally, 

None of the member countries produces the commodity under t ariff pro-

tection . In this case all members will continue being supplied by the 

former outsider and no change will happen. 

Basically the cla ssic customs unions theory states that, the gains 

and losses in welfare can be derived (12): 

i) The reallocation of resources as a consequence of the establish-

ment of the union . 

ii) Economies of scale . 
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iii) Changes in the terms of trade. 

iv) Changes in the efficiency as a consequence of the competition. 

v) Changes in the rate of growth. 

Lipsey (43) states: "The theory of customs unions has limited 

itself almost exclusively to the analysis of point one with little at-

tention t o point two and three . Point five is ignored and point four is 

excluded from the traditional theory, assuming that the production process 

follows efficient methodw· . 

Balassa (12) suggests the consideration of the following factors in 

order to apply the classic theory of integration to less-developed areas: 

i) Degree of Complementarity and Competitiveness among the parti-

cipating economies . 

ii) Size of the Union. 

iii) Transportation Costs. 

iv) Degr ee of Intra-Regional Trade. 

v) Height of Tariffs. 

Following Balassa's framework each factor will be briefly related 

to the case of LAFI'A . 

Degree of Complementarity and Competitiveness: 

Viner's ( 73) definition states: "The greater the correspondence in 

kind of products of the range of high-cost industries as between the dif -

ferent parts of the custom union which were protected by tariffs in both 

of the member countries before custom union was established" the less the 

d£~gree of complementarity - or the greater the degree of rivalry - of the 

member countries with respect to protected industries, prior to customs 

union. How can these concepts be applied to the present cases of economic 
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integration? 

In the EEC the economies of the member countries are very much 

competitive with the exception of the agricultural sector. In the case 

of European Free-!l'rade Association (EPI'A) more ccmplementarity than 

competitiveness is found. Finally LAFTAl and the CACM are cases in which 

their members are quite competitive in raw materials and, complementary 

with advanced industrial economies. 

According to Balassa (12), the welfare considerations have to be 

analyzed in terms of the type of export products (raw materials) and 

import products (manufactured goods). He distinguishes four groups of 

commodities: 

Primary products produced and exported by most of the underdeveloped 

countries. This is the case of products like coffee, cotton, 

bananas, etc. No resource reallocation can be expected after the 

union has been fanned, because these countries are competing already 

in the world market. 

Primary products that can be obtained in only one or two countries 

of the region and imported by the others. The trade patterns will 

depend upon the coarnercial policies that are followed, and in the 

case of fuels and some tropical products (like hard fibers) the 

differences in climate and factor endowments. In these circum-

stances the removal of trade tariffs will hardly create additional 

1The so-called compleme ntarity agreements were contemplatea within the 
terms of the Treaty of Montevideo. lhese are preferential arrangements 
between countries closely linked by geographical proximity or common 
interests that provide for the apportionment of the manufacturing of vari-
ous parts and components used in the same production process. These agree-
ments were viewed as a way to avoid competition among partner countries. 
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trade. 

Manufactured goods (non-durable consumption goods) now produced in 

almost any underdeveloped country will be more efficiently produced 

1 as a consequence of the reallocation of resources . The cost dif-

ference will tend to be eliminated as a result of the tariff reduc-

tion. 

Manufactured goods (durable goods). This group includes most of the 

capital goods (industrial machinery), chemical products, etc. In 

this case considerations of trade diversion or creation are relevant 

because these goods are mostly imported from the non-industrial 

countries. 

Complementarity and competitiveness when analyzed in a static sense 

only permit a limited appraisal of the convenience of a customs union in 

An underdeveloped area. 

~ize of the Union: 

Meade ( 46), T inbergen ( 6 7) and Viner ( 73) assuming unchanged 

economic policies - are in favor of larger areas. They support their 

thesis with arguments like: positive production effects; more rat ional 

p~oduction in function of a better division of labor; and more chances 

for reallocation of resources and production. They argue, at the same 

time, that successive increases in the size of a union would reduce the 

possibility of trade diversion. 

Duncan (32), Hawtrey (34) and Ropke (60) disagree with the above 

1Sidney Dell stateQ, that "unless the r~sources being used in an ineffi-
r,ient industry Hre ~ing promptly transferred to .bet-ter uses , the misuse 
of them will l\.!ad to a nl.!t loss for the economy" (27). 
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position . Nevertheless their position is merely based on the pos-

sibility of protectionist tendencies in trade policies. Among their 

arguments is the large nation 's tendency toward autarky. According to 

Rawtrey " the wider the extent of economic activity encircled by a tariff 

barrier of given height, the greater the effect of excluding goods of 

foreign producers". Tinbergen claims that trade creation, in a larger 

union, will more than offset trade divers ion. On the other hand, 

static as sumptions of unchangeable economic policies tend to support 

the second group's theory. The question then arises~ To wha t extent 

will economic policies remain unchanged in a custom union? 

Various definitions of market size have been given. The population 

and the geographical area are concepts that have only a limited applica-

tion. For example the populat ion of a region would not reveal the pos-

s~bilities of the division of labor in such region and would f alsel y 

intimate that , for instance, the economic area of China or India was 

greater than that of the USA. 

The theorists in the field maintain that measuring the volume of 

production in terms of Gross Na tional Product (GNP) should give a more 

accura te picturel. 

In terms of patterns of consumption, perhaps Latin America enjoys 

An advantage ove r othe r areas. Most of the Lat in American pre ferences 

And habi t s of consumption have a quite homogeneous denominator, based 

on a common background. Othe r regions show a different picture. Black 

1we have to take into account the fact that the underdeve loped regions 
have a big subsistence sector and when calculating the GNP this shoul d 
not be considered according t o the technicians in the f iel d. 
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Africa ' s patterns of consumption differ fran Arab Africa, and in Asia 

the differences are even bigger. 

The dynamic possibility of a f u ture standardi zation in tastes can-

not be neglected. Therefore a limited importance should be placed on 

the diffe rence in consumption patterns . The chan ges that will take place 

in the countries comprising a r egion will be more horizontal than 

vertical and al s o subject to how the goods were suited to the domestic 

tastes. 

One more consideration will have to be remembered : bargaining 

power. It has to be admitted that areas involving more countries will 

be in a better position to bargain than smaller ones. The experience 

supports this fact, for we have the example of BENELUX within the EEC. 

The retaliation applied by the EEC against the USA, when this country 

i ncrea sed their custom duties on certain products, could not have been 

carried out by the three small BENELUX countries acting alone . This 

perhaps could be applied in a certain way to cases like LAFTA and the 

CACM. The ne gat i ve side of increasing bargaining power is the po s -

sibility i t will be used to create a protected zone which discriminates 

against world trade to the detriment of general ~lfare. 

Transportation Costs : 

The l ocation of the production and consumption centers i s closely 

related to transportation cos ts. The propinquity between them can be a 

way to measure the feasibility of a customs union. 

Balassa ( 13) states s ome advantages i n relation to this: 

The distances to be traversed a re shorter in the case of neighboring 

countries . 
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Tastes are more likely to be similar, and distribution channels 

can be more easily established in adjacent economies . 

Neighboring countries may have a common history, awareness of com-

mon interests, etc., and would be more willing to coordinate 

policies. 

Perhaps LAFTA and the CACM are - among the underdeveloped regions 

the most relevant cases over which these advantages can be applied. In 

both of them the common interests a re regarded as a cohesive force of 

primary importance. 

I t has to be recognized that the transportation facilities in both 

LAITA and the CACM are very deficient and trade expansion will create a 

strain on transportation and services. It can also be argued that 

transportation costs will be a tremendous problem to any attempt to form 

a Latin American union. Nevertheless this conclusion might be challenged 

on the grounds that new developments in transportation may change the 

picture in the coming years (dynamic assumption) (26). 

This is already happening with the different transportation projects 

1mderway in Latin America. (Th is aspect wil 1 be explained in more detail 

in the part corresponding to LAPI'A.) Another way to analyze transporta-

tion would be to consider the pressure that the union will apply to 

promote an intensive investment in infrastructure of transportation. 

This can be supported with the achievements already realized in LAPI'A 

countries. One negative factor in this context would be the alternative 

investment a country must give up to develop transportation systems. 



www.manaraa.com

20 

Degree of Intra-Regional Trade: 

This is another way to measure the possibilities of creating a custom 

union. It has to be understood once more that this fact cannot be 

strictly applied to underdeveloped areas. In the different examples of 

economic integration , the EEC showed the greatest percentage of intra-

regional t r ade before the union was established, i.e. 303 . Latin America ' s 

intra-zonal trade amounted to 7% and the countries now forming LAFI'A 

accounted for only 6%. (See Table 14.) There are many factors that 

limit inter-country trade in such regions , including transportation 

f ac ilities and roads systems (66). The comparison between European and 

Latin American cases of custom unions, in terms of intra-zonal trade 

relations, will reflect the disparities in the level of development and 

hence the irrelevancy of using this argument . The LAFfA countries, 

before the union was formed, involved a quite complicated trade 

mechanism. The system of custom duties, a number of bilateral agree-

ments, and the lack of functional payments challenged the fluidity of 

the r egion ' s intra-zonal trade. 

Qeight of Tariffs: 

Countries i n early stages of development usually maintain very high 

tariffs. Their infant i ndustry sometimes is so protected1 that there is 

no possibility to bu ild up an efficient and competitive industry. 

~alassa (13) po i n t s out "The higher the average level of initial tariffs 

between the part i cipating countries the more advantageous the production 

effects". In this cas e the gr adual removal of tariffs, within any of the 

1
one has to ma~a a cistinction between the protective and the revenue ef -

fect of a tariff. I n terms of productive efficiency both can be con-
sider ed identical. 
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forms of integration, will bring a situation of full competit ion with a 

consequent benefit to production efficiency. The tariff barrier against 

third coun t r ies will reflect the effects of trade diversion. The higher 

the tariffs for products o rig inated outside the union, the higher the 

trade creation . 

?. Econom i es of scale and external economies 

The classical theory considered economies of scale and external 

economies . The former includes the so called internal e conomies. Marshall 

inte rpre ted internal economies in t he following way: decreasing costs 

are said t o prevail if the firm ' s cost curve is downward-sl oping and 

reversible. An increase in t he quantity produced will then lead to lower 

costs and subs equent reduction in output would re-estab l ish the previous 

cost r elationships. The enlarge ment of the market will produce a 

triple effect over the production of an indus try: 

With a larger market, the pl ants will be built on a la r ger scale 

or small size plants will be integr ated. The ultimate objective 

will be the reduct i on of production costs. 

A number of activitie s can be run by automatic plants as a conse-

quence of b igger markets . 

Wider markets will make possible the reduction of the pr oducts 

variety of each plant , hence t he series of production could be in-

creased. 

I n other wo rds, an increase in the market s i ze will permit the 

establishment of larger plants wi th both horizontal and vertical 

s~cialization. In the case of LAFfA the existing market for indus trial 
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products, si ze of the industrial plants , product differentia tion, 

transportation costs, and potentialities of the future growth of market 

and plant sizes will be the variables considered. 

Applying these concepts to the requirements of LAFI'A; the Economic 

Co~mission for Latin America (ECLA) estimated a reduction of 103 in the 

costs of production of the textile industry if it could double its 

production (57) . Likewise a study made by Victorisz and Manne about the 

fertilizer requirements in Latin America for 1965 showed that the whole 

region could have been supplied by one integrated plant only (72). 

In another ECLA study it was estimated that the steel industry in Latin 

America could be operated on an efficient basis with an integrated plant 

producing more than one million metric tons of pig iron; a capacity of 

half a million tons would increase costs approximately 183 and 333 if 

the plant produces only a quarter million tons. 

The automobile industry is a typical example to which the vertical 

and horizontal specialization can be applied. According to Dell (27) 

production of 600,000 units per year in a single plant would be an ef-

ficient output. Nevertheless Latin America now produces half of that 

amount in 40 plants. The perspectives in tenns of plant integration are 

very auspicious c onsider ing that the enlargement of the market will permit 

achievement of higher profits, and the establishment of plants producing 

automobile components and spare parts. Benefits of this kind can be 

s hared by all the member countries. 

Some industrial sectors need to be integrated in order to achieve 

~sustained efficiency of production (automobile industry for example) . 

nn the other hand some industries are very much limited in terms of output 
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and costs by the size of the market. It should be noted that the gains 

from spacialization can be partly offset by transportation costs. 

This consideration has particular relevance in the LAFTA region where 

economic distances between Mexico and Argentina, or between the north-

eastern parts of Brazil and Chile will interfere with the achievements 

of such gains. 

Alfred Weber in his Theory of Location Industries (74) states that: 

The norm for optimum location r epresents an equilibrium between economies 

of scale and transportation costs. 

In terms of benefits it is interesting to quote Dell and Balassa•s 

points of view. On the one hand Dell (31) states that the substitution 

of large units for small plants will produce benefits only if the excess 

of labor force can be automatically switched to better uses, otherwise 

the economy will suffer a net loss 1• Dell adds that underdeveloped 

countries have established their industry after ove rcoming a number of 

difficulties and through great effort, hence they will be reluctant 

to admit the possibility of direct competition. 

Balassa (12) states on the other hand , that the substitution of 

larger units for small plants - considering that the capital of the 

existing plants represents a foregone opportunity - will take time. In 

the future the existing plants will operate on a competitive basis 

until their variable costs are lower or equal to the total costs of the 

new units. 

It has been said that the stagnant industries will suffer more from 

1This position was adopted in the fir~t LRFTA negotiation held in 1961. 
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co~petition than the s o called fast growing industries. Prebisch 

talks about the " industries with vegetative growth" referr ing to the 

sector producing nondurable consumption goods. From the available data 

we can fo resee that the demand for nondurable consumption goods in 

underdeve l oped regions (like LAI!l'A) is elastic, hence it is expected 

Lhat the production of th ose industries will at least increase with the 

g rowth rate of national income, although not at that of industrial pro-

duction (text ile industry is a good example). 

We can finally infer that the perspective for the LAFTA area i n 

terms of externa l economies are of much importance. Marshall has de-

fined exte rna l economies as depending on the general development of 

industry, on t he growth of correlated industrial branches, on the general 

progress o f industr ial environment, and on the increase of the mar ket 

size . Balassa (13) re-defined this conce pt . He states that there are 

divergences between s ocia l and private products, when social and pr ivate 

product s a r e interpreted as the present value of future (direct and 

indirect ) benefi ts. 

Basically external economies are classified according to their 

ope rat ion in the market: 

Those wh ich operate outs ide the market mechanism compr ise three 

types: 

a) Static, of which Meade's case of the bee-orchard is a typical 

example; 

b) Dynamic , those which operate through time and ccmprise the 

spreading of techno l ogy and organizational know- how, and the 

development of a managerial class and a skilled labor force. 
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Those which operate through the market, involving dynamic changes. 

These pecuniary economies include market interactions between industries 

that entail a divergence between private profitability and social pro-

ductivity . 

Francois Perroux (58) expounds the thesis that a growing industry 

creates external economies for supplier and user industries and that 

such industry, together with the industrie motrice forms a "pole of 

developme nt", which in turn , contributes t o the growth of the economy. 

The market size, again, will play a very important role because of the 

structural change that will take place within individual industries. 

A wider market makes poss ible the segregation of various functions in an 

industry. These specialized undertakings will constitute new industries. 

r-enerally, the wider the market, the larger the economies from specializa-

tion. 

Great emphasis is laid on gains from specialization in Latin America. 

ECLA's study about the indus try in this region shows the possibilities 

of specialization in the pulp and paper industry and in cotton textiles. 

The external economies argument for integration has special force 

in underdeveloped countries. They will create a kind of chain reaction~ 

integration would give rise to external economies through the inter-

dependence of industries; an increase in the market size is likely to 

create "growing points'' that will permit the introduction of advanced 

technology in the supplier and the buyer industries; innovations in one 

industry will generate external economies through the transmission of 

technological change to vertically independent indus tries . An expansion 

in industries producing final conrnodities will have a similar effect on 
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producing preceding stages of manufacturing. 

3. Reciprocal benefits 

We have discussed the implication of a big market and how this will 

be reflected in a more efficient reallocation of resources and achieve-

ments of economies of scale. A common question which arises when a customs 

union is organized deal s with the benefits that the area will gain from 

the new states . In order to answer this question , two goals have to be 

t Aken into consideration: On the one hand, the individual benefit of each 

member country and on the other hand, the total benefit of the whole region 

co~prised by the union. 

Although the net benefits, (in terms of gains) that each country 

will achieve are very difficult to measure, some empirical conclusio ns 

can be reached. First of all, it has t o be considered that underdeveloped 

areas comprise mostly c ountries with quite heterogeneous stages of 

development, and the economy of each member will be directly affected 

by the union being formed. The factor endowment, the purchasing power 

and the income distribution will be the factors determining the extent 

of gains. Undoubtedly the size of the country will be very important in 

order to measure any gain. Small sized countries like Paraguay or 

Ecuador will achieve only limited benefits from a market like LAFI'A1 • 

compared to t he more economically developed members like Brazil, 

Argentina or Mex ico . 

In terms of the region as a whole, there is no presumption in 

lTh. . . is i s quite relevant under dynamic assumptions. Industrializatioh and 
an effic ient resource allocation will have to be the dynamic means in 
this case. 
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economic theory that a customs union will necessarily result in net bene-

fits to eve ry one of its members; nor is the factual evidence conclusive . 

The cases of the southern states of the USA, southern Italy, and the "Sierra" 

region of Peru demonstrates the possibility of coexistence of areas of 

sustained high prosperity with regions of prolonged stagnation . 

In recognition of this, the Montevideo Treaty grants spec ial treat-

ment to countries like Ecuador and Paraguay under the status of "relatively 

less developed members". The gradual spread of benefits among members of 

the union will be increased as the heterogeneous factors are overcome. It 

will have to be clearly understood by the member countries that the ulti-

mate goa l that will determine the share of benefits will be the region's 

benefit (location theory will play an important role as much as transporta-

tion facil ities). Any thought of autarky will have to be r emoved and the 

development of the chosen poles of development will directly influence 

the development of each part of the union. In the long-run, the overall 

situation will show a positive balance, with a net gain for the region as 

a unit. But it cannot be forgotten that, although a sound development 

policy inevitably requires the equalization of growth rates throughout the 

are~ concerned , it may well be that, for any area regarded as a single 

unit, the most efficient way of developing may lie through deliberately 

unequal rates of growth in various parts and an intentional concentration 

o[ effort in the richer and more advanced regions (29). This may apply 

particularly when one starts from a very low level of development and en-

counter s major indivisibilities, especia lly in outlays for social overhead 

investment. Yet if the cohesiveness of a regional trading agreement is to be 
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maintained or strengthened, it is vital that al l participating countries 

should gain from the arrangement more than they could have gained without 

it. It is highly desirable that any inequality in gains by various member 

countries should be held within reasonably narrow limits (30). 
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III. EVALUATION OF THE LATIN AMERICAN FREE TRADE ASSOCIATION 

A. Backg r ound 

In any treatment of Latin Ame rica as a group of nations sharing the 

same economic problems and social aspir a tions a nd theref o re having basical -

ly common interests vis -a-vis the r est of the world, there is a strong 

t emptat ion to go beyond the individua l analysis of the economy of each 

sing l e country a nd cons ide r the region as a who l e . 

His torical reasons, ethnic affi nity, political motiv es a nd economic 

convenience s upport the s uita bility of s uch a n analysis . The economic 

and soci a l development of Latin Ame rica viewed as a process of integr ating 

its component nations a nd a bolishing economic, cultural, soc ial and per-

ha ps po l itical frontiers was Bolivar' s dream of "The Greater Colombia", 

This has not yet been fulfill ed even on the small s cale of Morazan' s a t -

t e mpt ed "Fede ration of Central Ame rica n Re publics" (70). 

The movement in favor of e conomic coopera tion i n Latin America began 

in the ea rly 19SO' s . At this time ECLA became concerned with the decline 

in intra-reg ional trade and the deteriora tion of general ext e rnal condi-

1 tions necessa ry for the r egion' s deve l opment Until 1956 , however , no 

one in the region , including the ECLA group itself, had any clear notion 

of how Latin American regional economic integration s hould be impl ement ed 

1In 1954 ECLA publis hed the f ollowing s tudies : " Study of the Pros -
pect s of Inter-Latin Ame rican Trade" and "Inte rna tional Cooperation in a 
La tin America Developme nt Policy". Both we r e a positive contribution to 
unde r s t a nding the s ituation and pos s ibilities it held for economic integra-
tion of the region (75) . 
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Theoretical literature on customs union, common markets, and free trade 

zones was in its infancy and clearly dominated by the thinking of neo-

classical economists from the developed countries. Moreover, apart from 

the experience of the Zollverein in the nineteenth century and of BENELUX 

in the postwar pe riod, no practical examples of economic integration were 

available . 

The concept of regional cooperation based on trade preferences as a 

means of accelerating Latin American economic growth appeared for the first 

time in studies e l a borated in 1956-57 by the ECLA Trade Committee. The 

idea of r egional economic cooperation was fully discussed for the first 

time a t the Organization of American States (OAS) meeting of ministers of 

finance a t Buenos Aires in the fall of 1957. Concepts were far from clari-

fied (75). Debate ranged from proposals for a common market, a free trade 

zone , or s ub- regional trade grouping, to a proposal for hemisphe ric in-

tegration. In August 1958, expert s from Latin America met at ECLA head-

quarters for consultation on a program of liberalization of trade barriers 

other tha n customs tariffs. They agreed that "rapid and resolute steps 

must be taken to establish an intra-regional preferential customs tariff", 

which would impart s ubstance and stability to the liberalization measures. 

The group concluded that it would be necessary to invoke the provisions of 

GATT, in order to institute a "Lat in American exception" to the most-favored-

nat ion clause. 

Concrete proposals were elaborated and presented at the EX:LA Biennial 

Conference in Panama in May 1959. This project involved the four southern 

zone countries and was submitted to the Trade Committee. At the same time, 
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consideration was given to the recommendations of the working group, which 

had done a parallel study o:n the basis and structure of a Latin American 

Common Market (75). The a dvanced stage reached by the four southern zone 

countries in their negotiations gave rise to concern in othe r countries , 

including Mexico and Peru. 

In June 1959 - with Bolivia, Paraguay and Peru also invited -

a cons ultative meeting of experts from Argentina, Brazi l, Chi l e and Uruguay 

was held in Lima. Uruguay the n conve ned a diplomatic conference for the 

purpose of concluding a treaty to establis h a free trade zone between the 

seven countries . Mexi co a nd Venezuela we re a lso invited to send observers. 

These negotiations - which we re carried out at Mon t evideo in September 1959 

r es ulted in a formal proposal fo r a Free Trade Zone Treaty to be ratified 

in Fe bruary 1960 . 

Meanwhile, in October 1959, six Latin American countries - Argentina , 

Bolivia, Brazil, Chil e , Peru and Uruguay - (the last four as members of 

the General Agreement on Tariffs and Trade (GATr)-..had notified GATT of 

their intention to set up a Latin American Pree Trade Area in accordance 

with the proposal drawn up in September 1959. They stated that the y con-

s idered the proposal to be consiste nt with the pr ovisions of the Article 

XXIV of the General Agreement. In December, during its fourteenth session, 

the U.N . General Assembly unan imously adopted a r esolution on the Latin 

Ame rican Common Market in which it expressed the hope that this market 

would he lp to expand and diversify trade among the countries of the reg i on, 

and between them and othe r regions of the world, a nd to accelerate their 

national and regional e conomi c development. 
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The Treaty of Montevideo was s igned on Fe brua r y 18 , 1960 by the fo r-

e ign minis ters of seve n pa rt ic ipa ting countries : Argentina , Braz i l , Chile , 

Mexico , Pa rag ua y , Peru a nd Uruguay . Col ombia s i gned a t the e nd of Novembe r 

1961 and Ecuador in Decembe r 1961 . Rece ntly Ve nezue l a ( 23) a nd Bolivia 

( 24) have been added , the fo rme r in Augus t 1966 a nd t he latter in Februa r y 

1967. In 1967 LAFTA is composed of el even members . 

B. Objectives 

The main obje ctives of LAFTA are expounded in the pr eambl e of t he 

Treaty of Montevideo (69) . In this part the s i g na tory gove r nments have 

cons ide re d that the achieve me nt of : 

A progressive comple menta rity a nd integr a t ion of the me mbe r s ' na tion-

al e conomies ; 

A mar ke t expansion ; 

A more even s hare of be nef its f or the r e l atively less developed 

members; and 

A higher economic a nd s ocial developme nt; 

s hould be accomplis hed through the f ollowing means ; 

Promotion of regional int egra tion; 

Gradual elimination of intra-regiona l trade ba rrie r s ; 

Appropr i a t e measures for r e l a tively l ess developed membe r s ; a nd 

Maximum utilizat i on of available production f ac t or s a nd mor e eff i-

cient coordination of development plans . 

It can be inferred from this preamble tha t the signatory countries 

committed themselve s - through the Treaty - bas i ca l l y to f os ter and promot e 
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the "Economic and Social Development" of the region . This ultimate goal 

i s expect ed to be f ully achieved through the operat ion of the final end: 

"The La tin American Common Market". 

C. Mecha nis ms 

The machinery provided by the Treaty of Montevideo i s simple in con-

cept but compl ex in practice . It embod i es not only provi s i ons for g radual 

trade libe r a liza tion within the area , but it also outlines provisions for 

a more ambitious reg i onal e conomic integr ation program. The treaty st ipu-

l ates that with i n a period of twelve years from the date of the Treaty's 

e ntry into force the membe r countries will g radually e liminate f rom their 

reciproca l trade, the duty, charges a nd other restrictions on the import 

of commodities a nd goods origina ting in the t erritory of a ny contracting 

pa rty. 

The trade liberalization program i s to be achieved thr ough periodic 

nego tiat ions establishing ( 27) : 

Nationa l Schedules , specify ing annual concessions which each country 

is to grant to the other s ; a nd a 

CoIIUDon Schedule, l isting the produc t s on which the contracting parties 

colle ctively ag r ee to eliminate - in no more t han t we lve yea r s - all 

duties , charges, and othe r res trictions on imports of goods originating 

in the territory of a ny contra cting party . (For the purposes of the 

Treaty , duties and charges mean customs duties and any charges of 

e quivalent ef fect). 

Each contracting party i s committed to g r ant to o the r LAFTA members 

a nnua l r eductions in duties and charges amount ing t o ne less than 8% of 
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. h " d . 1 t he we ighted average applica ble to t ir countries . The Common Schedul e 

i s a pplicable to products which constitut e - in t e r ms of the aggregate 

va l ue of trade among the member countries - 2 53 of this trade afte r the 

f irs t three y ears , 503 afte r s ix years , 753 a ft e r nine year s , a nd " s ub-

stantia lly a ll of such trade", a t the e nd of the twelve year pe riod . Con-

cessi ons on pr oducts appearing only in the Nationa l Schedul es ma y be with-

drawn by negotiation, but the inclusion of products i n the Common Schedul e , 

howeve r, i s f inal and irrevocable . The pe r centages gov e rning the g r adual 

expa ns i on of the Na tiona l and Common Schedules s ha l l be calcul a t ed on t he 

basis of the ave rage a nnua l value of trade during the three yea r s pre-

c eding the one in which each negotiation i s effected. 

Through t he so called "Safeguard Clauses" (Articles 23- 26), the 

Trea ty consider s the situation of the domestic industries and the financia l 

probl ems of the member countries . The r e a r e two s p e cif ic instances in 

which the s e restrictions can be applied : 

If i mports of products f rom the area under the liberalization pro-

gram have, or are liable to have, serious r e percuss i ons on spe cif ic 

production activi t ies of vita l importa nce t o the national e conomy . 

I f a seriously unfavora ble over-a ll balance -of-payme nts situation 

arise s. 

1t = T (1 - 0.08 n) 
t = we ighted average of the duties a pplica bl e to the imports coming from 

the other member count r ies , 
T = we ighted average of the duties applie d to third countries, and 
n = number of years of the enforcement of the t r eaty . 
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In the first case, the contracting parties may authorize a given 

country to impose temporary non-dis criminatory restric tions upon imports 

of products included in the liberalization program which originate in the 

area . In the second situa tion, the contracting parties may likewise, a l so 

on a temporary bas is, authorize a membe r country to extend intra-regional 

t r ade meas ures in order to correct an overall ba lance -of-payments dis-

equilibrium. These safeguard clauses do not apply to goods included in 

the Common Schedule. Althoug h t emporary import r estrictions can be ap-

plied to the m und e r s pecific circumstances , these products a r e not s ub ject 

to su bsequent r e negotia tion. If these measures remain in effect for more 

than one yea r, the LAFTA Conf erence will a utomatically initiate negotia-

tions to eliminate them . 

The Treaty considered the s t ate of development and market size of 

member countries in order to get the most even s hare of r eciprocal benef its. 

Through Article 32, the Treaty of Montevideo g r a nted a specia l status to 

Bolivia (recently added in 1967), Ecuador and Paraguay. They were con-

s idered wi thin the so-call ed "Relatively Less Deve loped Countries"; the 

1963 Confere nce of the Contracting Parties approved a res olution (Resolu-

tion 71-III) (96) by which Chile, Colombia, Peru a nd Ve nezue la (in 1967) 

we r e g r a nted the s t atus of "Insufficient Marke t Countries". 

With regard to the ag ricultura l sector the Treaty s t ates the fol low-

ing : The member countries s hall seek to coordina t e the ir ag ricultural 

commodity trade policies in order to achieve the mos t efficie nt utilization 

of their natural r esources (i . e . raising the s t a ndard of living of the 

rural population a nd guarantee ing normal suppl ies to consume rs) without 
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disorganizing the regular production activities of each contracting party. 

Each member country may limit their imports of agricultural commodities 

to the amount required to meet their deficit of internal production giv-

ing priority, under normal competitive conditions, to products originating 

in the area a nd attempting to expand such intra-regional commercial ex-

change. To facilitate economic growth in the less developed countries, 

the Treaty provides for: 

Unilateral concessions to be granted by any of the more advanced 

LAFTA members to encourage the introduction or expansion of specific 

productive activities. 

Implementation of the trade liberalization program under more favor-

able conditions specially agreed upon. 

Special non-discriminatory measures aimed at the protection of 

domestic industries in the developed countries, whether for balance-

of - payments reasons or for the purpose of lending temporary encourage-

ment . 

Collective arrangements for financial and technical assistance to be 
1 

extended by LAFTA countries as a whole or by any group of them. 

Provisions for complementarity and competition are contained in 

Chapter III of the Treaty . The contracting parties commit themselves to 

facilitate increasing integration and complementarity of their economies, 

1The LAFI'A member countries are grouped, according to their state of 
development and size of their markets, in two groups: a) relatively less 
developed countries: Ecuador, Paraguay and Bolivia (Article 32); b) In-
suffic ient market countries: Colombia, Peru, Chile, Uruguay and Venezuela 
(Resolution 71-III). 
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a nd to make every effort t o r econcile the ir impo rt a nd export r eg imes , as 

well as the treatment they a ccord to ca pita l, goods , a nd services from out-

s i de the area. In order to e nsure f a ir c ompe titive conditions , the member 

countries sha ll endeavor to promote progress ive ly closer coordination of 

the corre sponding indus tria li zation pol icies and s hal l s ponsor, fo r this 

purpose , agreements among r epr esenta tives of t he economic sectors con-

cerned a nd may negotiate mutua l comple me ntary ag r eeme nts by indus tria l 

sectors . 

Finally, the Montevide o trea ty establis hes t wo LAFTA or gans : a Con-

fer ence of the Contracting Pa rt ies a nd a Standing Executive Committee . 

The Conference meets at l eas t once a year t o adopt " on a one count ry , one 

vote , bas is", decisions on a ll the ma in i ssues . Even tho ugh the deci s ions 

have to be supported by at l eas t two-thirds of the vote rs, each membe r has 

a ve to right over all subs tantive questions ( 28 ). The Executive Com-

mittee i s the permanent organ of the Associa tion r esponsible f or supervis ing 

the i mplementation of the provisions of the present Treaty. It i s composed 

of representatives of each me mbe r country a nd has a Secre t a ria t headed by 

a n Exe cutive Secreta ry and s ta f f ed by t e chnical a nd adminis tra tive pe r s on-

ne l. F.CLA a nd the OAS act as the as s ociation ' s t echnica l a dvis ors . 

D. Ac hievements 

Althoug h LAFTA hns ha d a r e l a tively s hort pe r iod of lif e some of its 

achie ve ments can a lready be ana ly~ed. It i s becoming qui te fa s hiona bl e 

dmong s ome economis ts, to a na lyze LAFTA achievement s in compa rison with 

the EEC . This comparis on i s not quite r e l e va nt cons ide ring that the EEC 
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i s composed of member countries at a different s tage of development. As 

stated before, the c l assic theory of customs union may be inappropriate 

fo r measuring the achievements of underdeveloped areas . This is not to 

say that an organization like the EEC does not in some res pects provide a 

mode l to be utili zed for LAFTA activities. 

Any review of LAFTA' s achievements and shortcomings must be based upon 

a r ecognition that the Treaty of Montevideo was the beginning of a process, 

not the end; and that this process will have to continue for many years 

before sure foundations have been laid for a common market in Latin 

America. It is interesting to quote Wionczeck's (75) opinion on this 

point: "One can somewhat optimistically assume that the Association will 

muddle through despite periodic crises for at least two reasons: 

No combination of anti-integration forces can afford to fight LAFTA 

openly, a nd 

No Latin American country, that is a member of the program, can 

withdraw from it without very serious domestic political consequences". 

1. Trade negotiations 

As fa r as tariff-cutting is concerned, the program of trade liberaliza-

tion achieved a certain initial measure of success following the entry into 

force of the Treaty of Montevideo. 1 

The concessions granted by the member countries to each other we re 

over the positions or s ub-positions of the Latin American Free Trade As-

sociation Brussels Tariffs Nomenclature (LAFTABTN). This means that the 

1 
The negotiations were held at the regular sessions of the Conference 

in the following cities: Montevideo 1961, Mexico City 1962 , Montevideo 
1963, Bogot£ 1964 and Mont evideo in 1965 and 1966 (27). 
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concessions covered not only one product but sometimes more than one be-

cause each position or sub-position comprises many items . 

The following Table 1 will enable us to see more clearly the evolu-

tion of the concessions regime. During the first negotiation (1961) a 

total of 3 , 246 concessions were granted . The concessions in percentage of 

member countries was relatively well distributed; it ranged from 10% to 

193 with the except ion of Chile, Mexico and Peru (8 . 33, 8 .93 and 7.03). 

In the second round of negotiations (1962) a total of 4,347 concessions 

were g ranted . This shows an increase of 14.73 over the previous one, 

the third (1963) round made only 655 concessions and this represents a de -

crease of 91.43 over 1963. The fourth (1964) round again showed a decrease 

with only 226 concessions given, which is 65 . 5% less than in the third 

round (1963). Finally, at the fifth round (1965) the total concessions 

were 580, having an increment of 39.03. It has been reported by the Ex-

ecutive Secretary of LAFTA that 10% of the new concessions, granted in that 

round, applied to machinery and electric materia ls (22) . This is really 

an improvement in relation to previous negotiations, because the scheme 

of traditional products was beginning to change and trade was becoming 

more diversified. 

It is furthermor e clear tha t liberalization is becoming increasingly 

difficult . This is a result of the release of the tariff duties upon 

traditional goods that LAFTA usually traded, and the fact that obvious con-

cessions had alr eady bee n g ranted (see Table 13). Pe rhaps this i s why the 

competitive effects of trade through liberalization caused s uch concern 
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Table 1. Evolution of the concessionsa (number of concessions) 

1961 1962 1963 1964 1965 
Country Annual 3 Annual Cumu- 3 Annual Curnu- '7o Annual Cumu - 3 Annual Cumu- 3 

lative lative lative lative 

Argentina 414 12.7 658 1072 14.1 208 12 80 15.5 83 1363 16.1 174 1537 17. 0 

Brazil 619 19.0 631 1250 16 .1 62 1312 15.9 40 1352 16.0 159 1511 16. 7 

Chile 268 8 .3 351 619 8.1 85 704 8. 5 10 714 8 .4 31 745 8 . 2 

Colombia 343 10.6 490 833 11 . 0 31 864 10 . 5 8 872 10.3 22 894 9.9 
Ecuadorb 1714 1714 22 . 6 - 37C 1677 20 . 3 3 1680 19.8 5 1685 18 . 6 

Mexico 288 8 .9 319 607 8.0 120 727 8 . 8 75 802 9.5 135 937 10 . 4 
+:-
0 

Paraguay 520 16.0 69 589 7 . 8 76 665 8 .1 - 2c 663 7 . 8 14 677 6 . 5 

Peru 227 7 . 0 72 299 3.9 56 355 4.3 9 364 4.3 28 392 4.3 

Uruguay 567 17. 5 43 610 8 . 0 54 664 8 . 1 0 664 7.8 12 67 6 7.4 

Total 3246 100.0 4347 7593 100.0 655 8248 100.0 226 8474 100 . 0 580 9054 100 . 0 

a Source: (3) . 

bEcua dor signed the treaty at the end of 1961 . 

cThe negative values a r e because of the withdrawal of s ome products . 
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to some member countries . It was es timated that the tariff reductions 

ave raged about 253 in the first round and 153 in the second, well in ex-

cess of the 83 ave rage required under the Treaty. 

In country t e rms , Argentina and Brazil account for more than 303 

of the cumulative total of concessions. Peru is in last place, with only 

4 . 3% as a result of its traditionally low customs duties. The number of 

concessions granted is not, however, in itself a measure of the market 

opportunities afforded to trading partners. In some cases, the value of 

tariff concess ions is limited by the application of other restrictions 

(notably licensing). Colombia a nd Mexico used this procedure in 1963. 

They required import licenses for 223 and 73, respectively, of the pro-

ducts listed on the ir National Schedules, but they gradual ly eliminated 

them. 

The analysis of LAFTA negotiations can also be made in terms of intra-

regional imports . Table 2 gives such figures . In 1962, LAFTA imports 

were comprised of 773 negotiated commodities and 233 non-negotiated. This 

ratio increased after each of the following negotiations. In 1963 the 

situation s howed 853 for negotiated a nd 153 for the other. Finally in 

1964 the highest levels were reached; 893 for negotiated and ll"!o for 

non-negotiated imports (data for 1965 are not yet available). 

In terms of countries, Argentina and Brazil had in 1962 the highest 

participation, 793 and 873 for their negotiated imports. The picture 

changed in 1963, because all the other countries - except for Paraguay 

with only 223 - had a very significant increase in their participation. 

In 1964 the s itua tion was almost the same as in the year before, only 
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Tabl e 2 . Negotiated and non-negotiated LAFTA tradea (thousand dollars) 

Yea r Country Intra-regional imports 
Negotiated Non-nesotiated Total 

Value 3 Value 3 Value 
Argentina 81.3 79 21.8 21 lOJ. 2 
Brazil 112 . o 87 16.6 13 12 8 .6 
Colombia 5.8 46 6.7 54 12 .5 
Chile 55.1 68 25.4 32 80.5 

1962 Ecuador 3.9 100 3. 9 
Mexico 4.1 68 2 .0 32 6.1 
Paraguay 1.7 29 4.3 71 6.0 
Peru 32 .2 71 12 . 9 29 45.2 
Uruguay 26 . 4 78 7 . 7 22 34.0 
LA FT A 318 . 6 77 101 . 3 23 420.0 
Argentina 92. 5 91 9.1 9 101. 6 
Brazil 147 . 3 90 16. 6 10 163.9 
Colombia 19.5 91 1.8 9 21.4 
Chile 93.6 78 26 . 4 22 120. 0 

1963 Ecuador 4 . 0 77 1.2 23 5. 2 
Mexico 9 .1 84 1.8 16 10. 8 
Paraguay 1.8 22 6 . 6 78 8 .4 
Peru 54 . 4 88 7.5 12 62.0 
Uruguay 24. 2 76 7.5 24 31.8 
LAFTA 446.4 85 78.5 15 525.1 
Argentina 157. 9 93 12.7 7 170.7 
Brazil 161. 5 96 6.5 4 168.0 
Colombia 31. 1 94 2.0 6 33 . 1 
Chile 116.1 90 12.8 10 12 8 . 9 

1964 Ec uador 6 . 5 80 1.6 20 8.0 
Mexico l5o 0 86 2 .4 14 17.3 
Paraguay 2 .9 25 8 .6 75 11.6 
Peru 48 . 7 83 10.1 17 58.9 
Uruguay 34.3 70 15.0 30 49.3 
LAFTA 574. 0 89 71.7 11 645.8 
Argentina 232 . 3 91 23 .4 9 255 .7 
Bra zil 183 . 7 96 6.7 4 190.4 
Colomb ia 36 . 0 94 2.4 6 38.4 
Chile ll3 . 7 93 7 .8 7 121.6 

1965 Ecuador N.A.b N.A.b N.A.b N.A.b 8.9 
Mexico 21.1 71 S.6 29 2 ~- 7 Paraguay 2 .5 22 8 .9 78 11.4 Peru 63.1 78 17.7 22 80.9 Uruguay 26 . 3 82 5.7 18 32.1 
LAFTA N.A.b N.A .b N.A.b N.A.b 769.1 
a source : (8). 
bNot available. 
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Uruguay ' s pa r t i cipat ion declined from 763 to 703 (Negotiat ed) . For 

1965 (on l y some countries have to date supplied their infonnation) 

Brazil , Colombia and Chil e all had more than 903. 

For the pe riod 1962 - 63, part i cipation of negotiat ed i mports in-

creased 403 and non-negotiated decreased 213. The progr ess in the fol-

lowing period (1963-64) was less dynamic . Negotiated and non-negotiated 

imports increased and decreased 293 a nd 103 respectively. We can infer 

from these figures that i ntra-LAFTA imports mainly developed through the 

negot iated cha nnel s . In other words the concessions granted comprised 

a higher per cent age of total intra-zonal imports (negotiated imports). 

In 1965 a ve ry i mportant step was taken in order to liberalize and 

faci lita t e the sys t e m of negotiation . The high-level meeting of Minister s 

of For e i g n Re l a t ions he l d i n Montevideo in November 1965 passed a resolu-

t i on r e l a t ed t o t his mat ter ( Resol ution No. 8) (10) . It recognized the 

necess ity of adopting an automatic mechanism , in order to assure more 

dy na mis m in t he process of r educ t ion a nd elimination of tariffs and re-

s trictions . At the f i fth period of r egular sessions of the Conference 

this resolution was not approved . Although the latte r was an unfortuna t e 

decision, the fact that t he resol ution did take place was an important 

step towards a n i mprovement in t he process of tariff reduction . 

2 . Ins titutiona l matters 

Pe r haps muc h of t he weakness in LAFTA' s institutiona l machinery is 

due to lack of a r ea l decision-making power. In multi-nation areas such 

as LAFTA' s , it i s of t e n d i fficul t to facil itate and coor dina t e hig h- l evel 
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decisions , because the member countries will be preoccupied with domes -

tic problems . 

It did not t a ke l ong befor e countries began to realize that tariff-

cutting by itse lf would not a chieve LAFTA' s goal s . The need for har-

monizing the economic policies of LAFTA members and fo r jointly planning 

the integrated development of the a r ea became increasingly evident. With 

this a l s o came the recognition that if governments we r e to agree on s i g -

nificant adjustments in the ir national policies and programs, the i ssues 

would have to be explored ca r ef ully a t the working l evel, a nd the n pre-

sented for decision at the highest political l evel . 

Ra~l Pre bisch advocated this approach in the second annual LAFTA 

meeting in 1962 . In r esponse to this appeal , the Presidents of Brazil a nd 

Chil e in 1963 signe d a joint declaration calling fo r a meeting of Fore i gn 

Minis ters of the LAFTA countries to g ive new political impetus to the pro-

g r am of regional cooperation. The declaration went quite far in proposing 

permanent consultative machinery , at the l eve l of Foreign Ministe rs (7 5 ), 

a move which woul d have created an ins titution a na logous to the powerf ul 

Council of Ministers of the EEC. Although the joint declaration made by 

Bra zil and Chile received quick support from the governments of Argentina, 

Paraguay and Peru, the mee ting was not held until Novembe r 3, 1965. The 

main objective of the meeting was to adopt the political solutions ne ces -

sary to g ive impetus to the economic integr a tion process. This r ep r e -

sents one of the transitional s t e ps in the evolution of the Latin American 

proces s of integration . The creation of t he Council of Minis ters of 

Foreign Relations of the LAFTA Countries meant that the enterprise would 
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receive highest-level political s upport. The Conference of the member 

countries approved the creation of the Council of Ministers of Foreign 

Relations in its regular period of sessions following the Ministers ' 

meeting (Resolution 117-V). 

The supr a national app r oach is r eally the primary institutional text 

of the success of the Latin American integra tion process . In order to 

face it ma ny proposals have already been made. Fe lipe Herrera (35), 

Pres i dent of the Inter- Ame rican Development Bank (IDB), suggested the 

creation of not only economic but also political institutions . He sug -

gested a Latin American Parliament, an Inter-American Court of Justice, 

and an Organization for Economic Cooperation and Development as the means 

to the total union of Latin America (47) . A step in this direction was 

t a ken in December 1964, when a confe r e nce of Latin American parliamen-

tarians in Lima, decided on the es tablishment of a permanent "La tin 

American Parliament" , t o work for the creation of a r eg ional economic 

community. 

3 . Inves tment 

LAFTA' s a chievements in the investment area can be distinguished 

within the two types: private a nd public. Regarding the first the present 

situation i s e ncouraging. There is a widespread view that one of the 

primary purposes of any r eg ional common market in underdeve loped areas 

is to a ttract foreig n capital. 

In the case of LAFTA, th e availabl e evidence does not permit firm 

conclus ions as to how much foreig n and member-country private capita l has 
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in fact responded to any expected enlargement of Latin American markets. 

It has to be admitted, nevertheless, that most of the international com-

panies having substantial interests in Latin America are represented at 

LAFTA headquarters in Montevideo and they are following developments there 

very carefully . This fact sheds some light upon the investment expecta-

tions in business circles. 

Domestic businessmen have shown a growing but cautious willingness 

to commit a part of their capital to LAFTA investments. 1 

The public investment process in the LAFI'A area is already taking 

very important s t eps. Any type of multinational venture would have to be 

financed by an international financing agency. In this sense the IDB 

has become the sponsor of LAFI'A's multi-national projects. In November 

1965, the IDB and LAFI'A' s Executive Secretariat signed an agreement by 

which the former will provide to the latter a fund of $100,000 to finance 

studies on the execution of three programs of integration. These programs 

1 
The firm "Protexa Mexicana", a manufacturer of gas and oil pipes, 

asphalt and anti-corrosives, a nd fi ber glass started joint ventures in 
five South American countries. One of its foreign moves was a $150,000 
outlay for 663 ownership of a Chil ean asphalt plant and a $100,000 in-
vestment for 503 of a Ve nezuelan plant of the same type. The Chilean 
steel industry/through the Government Steel Corporation "Compa'X{a de 
Ace ro del Pacifico" (CAP), was recently winding up negotiations with 
private Ecuadorian interests to form the "Acerias Nacionales Ecuatorianas" 
which will produce steel rods. Capital-short CAP is making a $280,000 
equity investment in the form of technical and managerial assistance. The 
new company will have an initial paid-in capital o·i: $500,000 (to be cu-
panded to $700,000) of which CAP will hold 403. The total cost of the 
proje ct is estimated at about 1.5 million dollars. (Business Inter~ation

al , New York, May 15, 1964). 
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will cove r the i ndus trial sector; agricultural activities ; a nd aid to so 

cal led "re lative ly less developed countries". LAFTA will f inance addi-

tiona l t echnicia ns a nd try to get the participation of the Food and Agri-

culture Organization (FAO) and ECLA . La st December 1965, IDB Pres id ent 

Fe l ipe Herre r a reported to the LAFTA Permanent Executive Committee about 

the r esolution taken at the Meeting of the Boa rd of Executive Directors 

of the Bank held in Asunc i~n, Pa r aguay , in April 1965 . It was decided 

there tha t the IDB will be transformed into the Lat in American Integra-

tion Ba nk . This is an important advance which favor s the g rowt h of the 

r equireJ zona l indus try. 

The 1965 Meeting of Minis t e r s of Foreign Rela tions r ecommended the 

organization of a Pre-Inves tment Fund, a nd the Fifth Ordina r y Confe r e nce 

of the Member Countries a pproved this recommendation . The c r eation of 

the Pre -Inves tment Fund i s the s i ngle mos t importa nt event in the region' s 

inves tment program in order to spur economic integration . 

The Fund was created by the Bank' s Boa rd of Executive Directors. It 

was es tablished on August 1966, with an initial ba lance of 15 million (17) . 

The USA recently has contributed an additional 1. 5 million (18). The 

main obje ctives of the Fund will be t o foment multinational proj ect s fol-

lowing the r esolution adopted by the Board of Gove rnors at its Seventh 

Annua l Me eting held in Mexico City in April 1966 . According to the r esol u-

tion of the Board, the Fund will be used t o finance high prio rity pre-

inves tme nt s tudies in the following fie lds : 

Multinational infrastructure works , including highways, a ir, marine 
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and river transportation, communication systems, and related r egion-

al services. 

The integrated development of geo-economic zones covering a r eas in 

two or more countries, as in the joint development of international 

river basins, including power sources, river navigation, irrigation, 

land settlement, and forest resources. 

Basic industries of a regional s cale which would operate in consumer 

markets embracing various countries. 

Other integration activities, such as studies and programs for the 

joint exploitation of na tural resources, the establishment of multi -

lateral agencies and enterprises , research and exchange of scientific 

and technical knowledge, study of the legal and institutional infra-

structure of integration, the training of personnel and , in general, 

the mobilization of manpower. Although the big push toward multi-

national projects has only recently start ed with the creation of 

the Pre-Investment Fund by the IDB, some truly Latin American Projects 

have a lready been recommended, which would help to create the required 

regional infrastructure. Among these projects are: the Transversal 

Panamerican Highway of South America (Rio de Janeiro-Paysandu-Golon-

Asuncion-La Paz-Lima); the finishing of the Panamerica n Highway 

through the Darien Gap between Panama a nd Colombia; the international 

utilization of the waters of the Uruguay Riv~r (Salto Grande); and 

the Marginal Highway (Carretera Marginal) betweeR Colembia-Ecuador -

Peru-Bolivia. This l as t project is already underway and the following 

table shows this project in detail (see Table 3). 



www.manaraa.com

Table 3 . Marginal highwaya 

Country Length Investment Area of influence Expected annual value 
Total Length to us $ 3 Agr icul tu re 5 Farmers of agricultural pro-

KM 3 be bu ilt Mil lion Hectars 3 Number 3 duct ion 
KM 3 (1000) (1 000) us $ 3 

Million 

Colombia 1320 24 920 24 113 22 2430 34 424 28 30 36 

Ecuador 860 15 670 18 81 17 1360 19 371 24 13 16 

Peru 2460 44 1565 41 228 46 2050 28 501 32 29 35 
+=" Bolivia 950 17 655 17 72 14 1350 19 249 16 11 13 '° 

Total 5590 100 3810 100 494 100 7190 100 1545 100 83 100 

aSource: (68) . 

blncludes areas for crops, pastures and other uses . 



www.manaraa.com

so 

Finally, the I DB has actively s upported and provided financial a nd 

technical assistance for int egr a t ed development of border areas between 

neighboring countries. Two programs of this kind were elaborated under 

the auspices of t he Bank . The IDB was the technical a dvisor in both cases. 

The Act of San Cr istobal signed in Aug ust 1963 ( 21) defines the integration 

of the border areas of Col ombia and Venezuela, 1 and the Act of Rumichaca 
2 

signed in March 1966 (2) sets out the Colombian-Ecuadorian border program. 

Although it i s not strictly related to investment , the program for the 

creation of Asociaci6n Latinoamericana de Armadores - ALAMAR (Latin Ameri-

can Commercial Fleet) will be commented upon in this part . The "Line of 

the Americas" will be integrated by the national fleets of the LAFTA mem-

bers a nd in t he f uture any other Latin American country can join the fleet . 

This organization will permit a foreign exchange saving of about one 

million dollar s, now being paid in freight to foreign companies (1) . 

4. Mone t a ry a nd f ina ncial issues 

Economic i ntegration can hardly progress without some measure of 

mone tary a nd financial cooperation among the participating countries. In 

the case of LAFTA, t he main problem lies in the fact that the Treaty of 

1The t otal investment for the program will amount to 130 mil l ion 
dollars, comprising the following projects: 14 road plans (25 million 
dolla r s ), 18 irrigation, r i ver basin and reforestation pr oject s , and one 
e lectric powe r pla nt of 48 thousand Kw. (hal f a million dollars) . 

2This program wi ll require an investment of 92.S million dollars 
(incl uding addi tiona l pr ojects). It will be comprised of common and in-
dividual projec ts of electrif ication, roads , railroads, port facilities, 
a irports, t e l ecommunications , sewage, heal th, agriculture, and education. 
The program wi l l last five years with individual investments of 16 a nd 20 
million dollars f or Colombia and Ecuador respectively ( 22 ). 
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Mont...:vi<leo tloes not off e r a ny guide line in the fieltl of mone tary co-

operation. On the other hand, given the present foreign exchange pos ition 

in Latin America: differe nt exchange r ate policies, differential rates of 

inflation among the country members, and lack of full convertibility be-

tween the LAFTA member's currencies ; the conduct of intra-regional payments 

on the basis of complete settlement in gold or dollars would obstruct the 

whole purpose of a common marke t by making liberalization of trade much 

more difficult than it need be. The solution of the payments problem of 

the region has aroused the concern of the inte rnational ins titutions and 

of spec ialists in this field. 

Among t he number of proposal s suggested, the following are the mos t 

relevant ones: 

ECLA's Secretariat has s upported the idea of s pecial arrangements for 

intra-regional payments involving a system of reciprocal credits . ECLA 

made s ome proposals in 1949, and again in 1959 and in 1960 various 

documents were publ ished . These contained two bas ic ideas: 

The first was called the "~ priori s ystem". It stated that the 

central banks should designate a commercial bank or other financial 

institution to operate the system. This institution would coll ect 

the payments af ter each agreed designated pe riod. After clearing, the 

final balances would be kept like an automatic cred it conceded by the 

countries with s urplus to the countries with negat ive balances . 

The second system, called "~ pc.ste riori", would utili ze payments 

in tlollars, and the clearing s hould be at the e nd of each designated 

pe riod . The mechanis m of a utomatic credits would be like the first 

system, but only up to the limits of individual country' s margins of 
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credit. 

TWo othe r solutions have also been presented: 

Professor Robert Triff in advocates a gr adual evolution starting with 

a Chamber of Compe nsation like the one operating now in Central 

America . In this way the immediate clearing of balances would be 

limited . Tr iff in believes that the s uccess of s uch operation wou l d 

depend on the opening of mutual credits and the reduction of the r e-

qui r ement for convertibl e curr encies . 

Raymond F. Mikesell's solution is in favor of the creation of credit 

relations and liqu idity. He suggests that the banks dealing with 

LAFTA trade should es t ab l ish a sys tem of account in dollars , con-

vertible into a LAFTA currency. These accounts would have to be en-

dorsed 100% by convertibl e deposits in a USA Bank, a financial LAFTA 

ins titution, or a Central ba nk to be designated (64). 

All these proposals a r e starting points for the solution of the prob-

lem , a nd a solution wa s not r eached until September 1965 . A series of 

steps preceded the creation of the so-called "Multilatera l Mechanism of 

Compensat ion and Reciproca l Credit" (MMCRC). After the 1963 mee ting of 

Cent r a l Banks Te chnicians in Rio de Janeiro , the Fourth LAFTA Ordinary 

Confe re nce held in Bogota on December 1964 c r eat ed a Council of Monetary 

a nd Financial Policy. Finally, at a meeting of the LAFTA Central Banks, 

he ld in Mexico in September 1965, the MMCRC was established. It did not 

enter into force until April 1966, (Jamaica ) (15) a nd furthe r steps must 

s till be taken towards the creation of a Cha mber of Compensation . 

The ~RC was created in view of the following stated cons iderations : 
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Recip rocal credit in American dollars . 

Interest-free accounts . 

Bi- monthly c l ear ing of accounts. 

Immediate payment by cable transference of any overdu e debts in 

t he ordinary credit. 

Additional negotiations. 

Guarantee of convertibility. 

Periodic meetings for the creation of a Chamber of Compensation 

and Warranty Fund . 

The meeting creating the MMCRC, nominated the "Banco Central de 

Reserva del Peru" (Central Reserve Bank of Peru) as the agent , and the 

New York Federal Reserve Bank as the common correspondent. 

It was ag r eed that any other Central Bank of the non-member countries 

could join the agreement. As soon as the system was created the Central 

Banks began signing agreements among themselves. The following Table 4 

shows how the system is working . 

The financial cooperation that the IDB gave to the intra-regional 

trade promotion must also be conside red he r e . A smal l revolving fund of 30 

mill ion dollars was established in 1964 to finance intra-regional exports 

of capital goods , to provide Latin American manufacturers and exporters 

with the necessary credit to compe te with suppliers f rom other parts of 

the world. This fund facilitates medium-term financing (from six months 

to five yea r s ) for the export of a large variety of capital goods produced 

produced or manufactured, in any country, from raw materials or components 

of national or r egiona l origin . 
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Tabl e 4. Multilateral reciprocal credita (million dollars ) 

Country Argen- Brazil Cent. Chile Colom- Ecua- Mexico Para- Peru Uruguay Venezuela 
tina America bia dor guay 

Argentina s. o 1.0 1.5 0.9 5.0 

Brazil 

Central 5. 0 
Americab 

Chile 5.0 0.5 0 .5 2 . 2 0 . 2 4.5 

Colombia 1.0 0 . 8 0.5 0 . 7 V1 
+:-

Ecuador 2.2 0.8 0.5 

Mexico LS s.o 0.2 o.s 0. 2 1. 0 1. 5 

Paraguay 0 .9 4 . 5 0 . 2 0 . 2 

Peru s. o 0.7 o.s 1. 0 0 . 2 

Uruguay 

Venezuela b 1.5 

a Source: (14). 

bCentral America and Venezuela only have bila t e r a l agreements with Mexico . 
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5. Intra -LAFTA trade 

Trade among members of a custom union is one of the main aspects of 

a n economic integration process. Consistent with the dual nature of such 

process, the analysis of trade in the area should be made in dynamic as 

well as in static terms . 

The economic case for regional integration among developing countries 

depends to a great ext e nt upon the dynamic effects . In this sense the 

fo llowing part deals with LAFTA: the evolution of i ts intra-zonal trade 

a nd its share in the tot a l foreign trade both of the region as a whole and 

of each member country. 

In order to consider the variations in intra-LAFTA trade, it should 

be made clear that tariffs are only one of a number of barriers affecting 

trade . Changes in other types of barrie r s such as quotas and licensing 

procedures, changes in exchange rates and alternative taxing schemes are 

also economic variables which will affect a country's imports and exports 

within LAFTA. There is also a hos t of noneconomic f orces which can affect 

trade among members (political factors, tradition and habits, etc.). 

Nevertheless, the entry into force of the Treaty of Montevideo has 

been followed by a r e latively rapid expansion of intra-zonal trade. In 

order to analyze this important achievement we may divide the period under 

consiJ~r-.1t ion (1950-1965) into two parts: The pre-LAFTA period (1950-1961) 

a nd th~ pos t-LAFTA period (1961-1965). Likewise , the analysis will cover 

the appraisal of the LAFTA area as a whole, and the trade evolution of 

each member country. 

In the period 1950-61 LAFTA had not been organized yet. Intra-LAFTA 
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trade did not follow a definite trend due to the irregular changes in 

trade that occurred in this period. In the early 1950's LAFTA enjoyed a 

very favorabl e trade situation that e nded with a peak reached in 1955. In 

this year the value of intra-regional total trade 1 amounted to 1,082 

mill ion dollars (Table 5), or 113 of the region ' s total trade (Table 6) . 

The level of intra-LAFI'A trade in the years preceding 1955 was partly re-

lated to the exis t e nce o( a ne twork of bila t era l trade and payments agree-

ments. Nevertheless, the dismantling of these ag r eements , after 1958, 

does not explain the fall in intra-LAFTA trade between 1955 and 1959, 

which was due to both supply difficulties and to the replacement of com-

mercial imports of foodstuffs by deliveries under PL480 (USA). The in-

creases a nd decreases i n intra-regional trade were refl ected both in the 

growth and in percentage of increase. According to Table 8 intra-regional 

trade decreased 83 a nd grew at a negative rate of 0.93 respectively. In 

t e rms of intra-reg ional exports and imports, the latter s hared a higher 

percentage than exports (Table 6) a nd almost during the whole 1950-61 

period theC"e was a net impoC"t s urplus (Table 5). 

The pos t-LAFTA period presents a more optimistic situation. Intra-

reg ional trade was rising at an annual cumulative growth rate of 213 (see 

Tabl e 8), a nd the s hare of intra-LAFTA trade was increas ing year by year: 

exports increased from 6 .13 in 1961 to 9 . 8% in 1965 , imports rose from 6.Ql, 

(1961) to 12.83 (1965), and total trade from 6.93 to 11.33 for the same 

1Total i ntra-LAFTA trade = intra-LAFI'A exports + intra-LAFTA imports 
which when valued FOB or ClF in both cases must obviously be equal . 
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Ta bl e 5 . LAFTA tradea (million dolla r s ; exports FOB, imports CIF) 

Yea r Intra -regional Extra-regional Global 
Exports Imports Total Exports Imports Total Expor ts Imports Tota l 

1950 363 352 715 3921 3325 7246 4284 3677 7961 

1951 476 477 953 4520 5244 9764 4996 57 21 10717 

1952 359 449 818 3894 4961 8855 4253 5410 9663 

1953 509 52 5 1034 4362 3867 8229 4871 4392 9263 

1954 495 539 1034 4465 4568 9033 4960 5107 10067 

1955 508 574 1082 4281 4512 8793 4789 5086 987 5 

1956 358 408 766 4715 477 0 9485 5073 517 8 10251 

1957 396 441 837 4285 527 9 9564 4681 5720 10401 

1958 374 403 777 4035 4820 8853 4407 5223 9630 

1959 324 355 679 4272 4455 8727 4596 4810 9406 

1960 340 37 5 715 4393 5313 9107 4733 5688 10422 

1961 299 360 659 4610 5652 10264 4909 6012 1092 1 

1962 354 42 0 774 4821 5511 10332 5175 5931 11106 

1963 425 525 950 5039 5220 10260 5465 5746 11210 

1964 558 646 12 03 5323 5335 10658 5881 5981 11862 

1965 635 769 1404 5824 5240 11064 6459 6009 12468 

asource : ( 6 a nd 7). 
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Table 6 . Share of intra-LAFTA trade in tota l trade a 

Yea r Pe rcentage Value index (1961 = 100) 

Exports Imports Total Exports Impo rts Tota l 

1950 8 . 5 9. 6 9.0 121.4 97 . 8 108.5 

1951 9 . 5 8 . 3 8 . 9 159.2 132 . 5 144. 6 

1952 8 . 4 8 .3 8 .4 12 0.1 124. 7 122.6 

1953 10.4 12 . 0 11.3 170. 2 145 .8 156.9 

1954 10 . 0 10. 5 10.3 165 . 5 149.7 156.9 

1955 10. 6 11.3 11.0 169 . 9 15 9. 4 165.2 

1956 7.1 7.9 7 .6 119.7 113.3 116.2 

1957 8.5 7.7 8 .1 132 .4 122. 5 127. 0 

1958 8.5 7 . 7 8 . 2 125. 1 111.9 117. 9 

1959 7.0 7 . 4 7 . 2 108.4 98 . 6 103.0 

1960 7. 2 6.6 6 . 9 113. 7 104. 2 108.5 

1961 6.1 6 . 0 6.0 100.0 100. 0 100. 0 

1962 6 . 8 7.1 7 . 0 11 8 .4 116 . 7 117 . 4 

1963 7 . 8 9.1 8 . 5 142 .1 145.8 144 .2 

1964 9.5 10.8 10.1 186.9 17 9 .4 182 . 5 

1965 9. 8 12 .8 11.3 212 .4 2 13 .6 213. 0 

a Source : Table s . 
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Table 7. Country LAFTA tradea (million dollars; expo rts FOB, imports CIF) 

Country Trade 1950 1955 1960 1961 1962 1963 1964 1965 

Exports 136 .1 190 .1 162. 5 100.0 141.4 185 . 0 218 .4 231.1 
Argentina Im2orts 103.2 192.2 106 . 6 126 . 0 103 . 2 101. 6 17 0 . 8 255 . 7 

Balance 32 . 9 - 2 .1 55.9 -26. 0 38.2 83 .4 47.6 - 24 .6 
Exports 10. 7 145.2 86.4 95.2 75 .8 76 . 0 132 . 8 197. 4 

Brazil lmEorts 134.9 194. 7 108. 3 45.2 128 .6 163.9 168.0 190.4 
Balance -26 . 2 -49.5 - 21. 9 so.a -52 .8 - 87.9 -35. 2 7.0 

Exports 38.5 58.0 30 . 2 34.8 39 . 4 49.3 54 .5 53.2 
Chil e Im2orts 45.0 83 . 2 81.9 94.5 80.5 120. 0 128 .9 121 . 6 

Balance -6. 5 - 2 5 . 2 -51.7 -59.7 -41.1 -7 o. 7 -74. 4 -68 .4 

Exports 1.1 3.0 4. 8 6 .1 7.3 6 .1 10 . 9 16.7 
Col ombia lmEorts 17.1 12 . 3 6.3 10.2 12 . 5 21.4 33.1 38.4 

Balance -1 6 .0 -9. 3 -1.5 -4.1 - 5 . 2 -15.3 - 22 . 2 -21.7 

Exports 11.5 8 .6 4.7 7.5 6.1 8 . 0 13 . 3 13 . 1 
Ecuador lmEorts 1. 2 6 .3 3.3 4.1 3.9 5 . 2 8 . 0 8.9 

Balance 10.3 2 .3 1.4 3 .4 2.2 2 . 8 5 . 3 4 . 2 

Exports 5.9 5.0 5.7 7.9 16.7 2 5 . 9 34.0 36.3 
Mexico Im2orts 1.3 1.5 3.6 4.1 6. 1 l 0 . 8 17. 3 2 9. 6 

Balance 4.6 3.5 2.1 3.8 10.6 15.1 16.7 6.7 

Exports 5.1 17.0 8.9 9. 9 10.9 10. 7 14. 8 17.5 
Paraguay lmEorts 1.2 13.2 8 .6 9 . 8 6 . 0 8.4 11.6 11.4 

Balance 3.9 3.8 0. 3 0.1 4.9 2 . 3 3. 2 6.1 
Exports 51.3 49.9 33.4 31.5 48 . 8 49.l 63 . 8 54.0 

Pe ru lmEorts 14. 6 2 3.2 27. 5 31.8 45.2 62 . o 58.9 80 . 9 
Balance 36.7 26. 7 5.9 -0 . 3 3. 6 -12 . 9 4.6 - 26. 9 

Exports 6.4 31.4 3.4 5. 8 8.0 15. 0 15.0 15.6 
Uruguay Im2orts 33 .5 47 .o 28 .9 34. 5 34. 0 31.8 49.3 32 .1 

Balance -27 .1 -15. 6 - 25.5 -28.7 -26. 7 -16.8 - 34.3 -1 6 .S 

a Source: (7). 
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Ta ble 8 . LAFTA t rade development .:i 

Pe c-centage of incc-ease Annual cumulat i ve gc-owth c-ate 
Count c-y 1950-1961 1961-1965 1950- 1961 1961-1965 

Exports I mpoc-ts Exports I mpor ts Expoc-ts Imports Exports Imports 

Argent ina - 27 22 131 103 - 2 . 7 1. 8 2 3. 5 19 . 4 

Brazil 790 -1 3b 1 07 6lb 22 . 0 -1. 2 20 . 0 12 . 6 

Chil e - 10 110 53 29 - 0 . 9 7 . 0 11.2 6 . 5 

Colombia 455 - 40 174 276 16 . 9 4 . 6 2 9 . 0 39 . 5 

Ecuador -35 242 75 17 - 4 . 0 11.8 15 . 0 21.5 

Mexico 34 215 359 622 2 . 7 11. 0 47 . 0 63 . 9 "' 0 

Paraguay 94 717 77 16 6 . 2 21. 0 15 . 3 3 . 8 

Peru - 39 118 71 154 - 4 . 3 7 . 3 14.4 26 .6 

Uruguay - 9 3 169 - 7 - 0 . 9 0.3 28 . 0 -1. 8 

LA FT A - 8 113 - 0 . 9 21 

aTables 5 and 7 . 

bThe value f or 1961 was too small and the val ue used was the average foc- 1960- 1962 . 
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period (see Table 6) . This recovery in intra-LAFTA trade can also be 

s hown by means of a value index. Taking 1961 as the base year, intra-

r egional trade amounted to 1,404 million dollars in 1965 (see Ta bl e 5), 

representing an i ncrease of 1123 for exports, and 1133 for total trade 

and imports (see Tabl e 6) . 

lntra -LAFTA trade was closely related to two factors : changes in 

the exportable s upplies and the price level of a very few traditional 

commodities, which loom l arge in intra-LAFTA trade, and to the overall 

level of export earnings of Argentina and Brazil, which in turn determine, 

with some time l ag , the capacity to import of the two countries offering 

the l a rges t ma rkets for intra-LAFTA trade . In Graph 1, a comparison be-

t ween total intra-LAFTA exports and the combined value of total expor t s 

of wheat and meat from ArgenL ina , and coffee from Bra zil for 1951- 65, 

shows a high correlation between them . This correlation is more remark-

a ble be tween 1951-63 . In 1964, and even more in 1965, intra-zonal trade 

increased much more quickly tha n t h e va lue of the three traditional ex-

port commodities. This deve l opment reflects, among other things, the fact 

that intra -LAFTA trade tended to include a gr~ing proportion of non-

traditional items (part icularly in Brazilian exports) and also that the 

share of intra-LAFTA imports (see Table 9) in the total increased not only 

in Argentina (from 10 . 43 in 1963 to 21 . 33 in 1965) b t also in Brazil 

(11. 03 and 17.43 respectively), where total imports decreased sharply . 

As a result , not only did the absolute level of intra-regional trade 

surpass i.n 1964 the previous peaks registered in 1953-55, (see Table 5) 

but in 1965 the s h.a r e cf intra-zonal Lr-ade in total LAFTA trade reached 
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a 
Table 9 . Country-LAFTA trade as a percentage of total country trade 

Country Trade 1960 1961 1962 1963 1964 1965 

Exports 15.1 10.4 11.6 13. 5 15 . 5 15 . 5 
Argentina Imports 8 . 5 8 .6 7 . 6 10.4 15.8 21. 3 

Total 11.6 9.3 9 . 5 12 . 2 15.6 18. 1 

Exports 6.8 6 . 8 6 . 2 5.4 9.3 12 . 4 
Brazil Imports 7 .4 3 . 1 8 .7 ll. 0 13 . 3 17 .4 

Total 7 .1 4 . 9 7.6 8 . 3 11.2 14.4 

Exports 6 . 2 6 . 8 7.3 9.1 8 . 7 7.7 
Chile I mports 16.4 16 . 0 15 . 8 18 . 8 21.2 20.1 

Total 11.3 11.8 11.4 14.4 14.9 13.5 

Exports 1.0 1.4 1.6 1. 3 2 . 3 3 .1 
Colombia Imports 1.2 1.8 2.3 4.2 5.6 8.5 

Total 1.1 1.7 2 .0 2 .9 4 .1 5.5 

Exports 4.5 7 . 9 5. 2 6 . 2 10 . 0 11.2 
Ecuador Imports 2 . 8 4 . 1 4.0 4 . 0 5 . 8 5.4 

Tota l 3 .7 5 . 9 4.6 5.1 7 . 8 7 . 8 

Exports 0 . 8 1.0 1.8 3 . 1 3.7 3.3 
Mexico Imports 0 . 3 0.4 0 .5 0 . 8 1. 2 1.9 

Total 0 . 5 0 . 6 1.1 1.8 2 .1 2 . 5 

Exports 33 . 0 32 . 2 32 . 5 26 . 5 29 . 8 30 . 6 
Paragua y Import s 22 .6 24.4 15.1 25 . 8 2 9 . 0 22 . 0 

Total 26.9 27 . 8 2 3.1 2 6 . 2 2 9. 5 26 . 5 

Exports 7 . 8 6 . 3 9.0 9 .1 9 . 6 8 .1 
Peru Imports 7 . 3 6 . 8 8 . 4 11.1 10. 1 11.1 

Tota l 7.5 6 . 5 8.7 10.1 10.1 9.6 

Exports 2 . 6 3. 3 5.2 9.1 8 .4 8 . 1 
Urugua y Imports 11. 8 16.5 14.7 17. 9 25 . 4 21. 3 

Total 8.8 1 0 . 5 10.9 13. 6 17.2 13.9 

Exports 7.2 6 .1 6 . 8 7.8 9 . 5 9 . 8 
LA FT A Imports 6.6 6 . 0 7.1 9 . 1 10.8 12. 8 

Total 6.9 6 . 0 7 . 0 8.4 10.1 11.3 

i1 Source : (7). 



www.manaraa.com

64 

11.33 equal to the previous peak of 1953 (see Table 6) . 

Since LAFTA ' s entry into force (1962), intra-zonal trade for some 

1111.!mbGr count rics became very importanL . This is the case of Paraguay in 

which intra-LAFTA trade represented more than 253 of its global trade1 

during t he 1961-65 period (see Table 9) . Likewise , Paraguay together 

with Ecuador and Mexico are t he only LAFI'A members that have shown an 

export surplus during the period under analysis ( ee Table 7) . The main 

trading count ries in the zone are Chile, as an importer, and Brazil and 

Argentina as importers and exporters (see Table 7 and Table 10). Perhaps 

Ecuador is the member that shows the lowest participation in the LAFTA 

trading system (see Tabl e 10) . Its trade with the region doubled in value 

from 10 to 20 million dollars between 1962-65 (see Table 7) . The case of 

Mexico is a rel evant one . This country started significant trading with 

the a rea only after LAFTA was organized. Although intra-zonal trade 

represents a very small proportion of it s g l obal trade, (see Table 9) 

Mexican exports to LAFTA and imports from the a r ea increased by approxi-

mately 20 mil lion dollars in the 1962-65 period (see Table 7). Chile 

appears as the principal buyer of Mexican products, and fishmea l from Peru 

is account ed as t he main import product from the region . Brazil and Argen-

tina also maint a in an important trade with Mwxico in both directions, im-

ports a nd exports (see Tables 50 to 56 in the Appendix) . 

Colombia presents a similar case as Mexico. Intra-LAFTA trade doubled 

its s hare of global trade from 23 in 1962 to 5.53 in 1965 (see Table 9). 

As a market suppl i cr, LAFTA accounts for around 2 03 of total Chilean 

1Global trade = intra-regional trade + extra-regional trade. 
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(1963-65), a nd Uruguayan (1963- 65) imports ( see Tabl e 9), r e presenting 

app r oximate ly 120 a nd 30 million dol l a r s r espectively (see Table 7) . On 

the o ther hand , around 153 of t otal Argent inean exports and Brazilian 

imports were s ha red by LAFTA (see Tabl e 9). These two countries s uppl ied 

more t ha n 603 of total LAFTA expo rts a nd imports in the 1962-65 period 

(see Ta ble 10). 

In t he case of Peru, intra - zona l trade r epr esent ed around 1 03 of 

t ot a l Pe ruvian for e i gn trade : this is roughly a constant shar e since 

1963 (see Table 9) . A s ubstant ial amount of intra-regional i mports came 

f r om Argentina, and mos t of Peruvian intra-LAFTA exports went to Chil e 

( see Tabl es 36 a nd 42) . 

Perhaps a prelimina ry eva luation could be made through the dynamic 

effect s of the changes in intra-zonal trade that have been analyzed above . 

In a n oversimplif ied a nalysis it can be inferred that benefits f rom 

trade libe r alizat i on have bee n uneven. Argentina, Brazil and Mexico, be -

cause they a lready possess s ubstantia l industry, stand to r eap the grea t est 

benefits from the creation of a free trade a r ea . Argentina and Mexico are 

curre ntly running s i zable export surpluses (see Table 7), whil e Brazil s hows 

a deficit partly becau se of the high volume of its wh eat imports , mainly 

f rom Arge ntina. Traditionall y , the so-call ed "Southe rn Countries" 

(Argent i na, Brazil and Chil e) have represented more then 703 of tota l LAFTA 

trade; of t h is Argentina accounted for a bout 30% , Brazil 2 5%, and Chil e 153. 

The othe r six membe r countries have s hared the remaining 30% ( see Tabl e 10) . 

Ecuador a nd Paraguay ma i ntain favora bl e trade balances primarily because 

the y receive special t ariff concessions from other LAFTA members . The othe r 



www.manaraa.com

66 

nations display cons i stent def icits in their balance of trade (see Table 7). 

In s t a tic terms the theory of e conomic integration distinguishes be -

tween "trade dive r s i on" and "tra de creation" when a nalyzing the e[fects o[ 

tariEE r eductions amo ng a g ive n bloc of countrie s . Trade diversion, or the 

s hifting o[ t r ade from countries outs ide the bloc to countries within the 

bloc , i s generally not conside r ed as adding to we l fare , but any effects 

which r esult in the transfer of resources from high-cos t to low-cost act ivi-

ties would increase both output and trade a nd thus r a i se welfare . This 

distinction is useful a na lytically but it cannot be made s harply whe n appl ied 

to cases s uch as LAFTA. Fi r st of a ll, the re is the problem of measurement 

and of adequately drawing lines between the two concept s ; the n there is 

the more impor tant conceptual question of wei ghing short-run ve r s us long-

run conseque nces . It i s mos t likely that the es tablis hme nt of a free trade 

area will primari l y have divers ionary effect s on trade in the short-run, 

but it i s not a t a ll cl ea r that these may not be welfare-producing in the 

l ong -run (11) . The dif ficulty in measuring tra de diversion a nd trade cre -

a tion eff e cts in LAFTA lies in the fact that the increase in the trade of 

s ome products has been a rise that perhaps would have taken place ev e n 

without the integration process . Afte r fou r years of f unctioning the r e is 

not s uffic i ent available information a bout LAFTA that would pe rmit a sound 

eva lua tion in s tatic t e rms . The trade-creat ing effects of the Latin Ameri-

ca n project would be r estricted, howev er, if the application of libe r a liza-

tion measures to trade in nondurable consume r goods is del ayed . Finally the 

possibilities of trade divers ion exi s t in al l these projects , but in coun-

tries whe r e integra tion and economic developme nt a r e expected to proceed 
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Ta ble 10. Country-LAFTA trade as pe r cent age of t ot al LAFTA tradea 

Country Trade 1960 1 961 1 962 1963 1 964 1965 

Exports 47. 8 33 . 5 39 . 9 43 . 5 39 . 2 36 .4 
Argentina Impor ts 28 .4 35 . 1 24. 6 19 . 4 26 . 4 33 . 2 

Tota l 37. 6 34. 3 31. 6 30 . 2 32 . 3 34. 7 

Expor t s 2 5 . 4 31. 9 21. 4 17 . 9 2 3 . 8 31. 1 
Br •1 :l'.i l Imports 28 . 9 12 . 5 30.6 31.2 26 . 0 24. 8 

To t a l 27 . 2 21. 3 26 . 4 25 . 2 25. 0 27 . 6 

Ex:ports 8 . 9 11. 7 11.1 11. 6 9 . 8 8 . 4 
Chil e Imports 21.8 26 . 2 19.2 22 . 8 2 0 .1 15 . 8 

Total 15 . 7 19. 6 15 .5 17. 8 15 . 2 12 . 4 

Exports 1.4 2 . 0 2 . 1 1. 4 1.9 2 . 6 
Colombia Imports 1. 7 2 . 8 3 . 0 4 . l 5.1 5.0 

Total 1. 6 2 .5 2 . 6 2 . 9 3.7 3 . 9 

Exports 1.4 2 . 5 1. 7 1.9 2.4 2 . 0 
Ecuado r Imports 0.9 1.1 0 . 9 1.0 1.2 1.2 

Tota l 1.1 1. 7 1. 3 1. 4 1. 8 1. 6 

Exports 1. 7 2 . 6 4.7 6 .1 6 . 1 5. 7 
Me xico Imports 1. 0 1. 2 1. 5 2 . 1 2 .7 3. 8 

Tota l 1. 3 1. 8 2 . 9 3 . 9 4 . 3 4 . 7 

Exports 2 . 6 3 . 3 3 . 1 2 . 5 2 . 7 2 . 8 
Pa r ag ua y Imports 2 .3 2 . 7 1. 4 1. 6 1. 8 1. 5 

Tota l 2 . 5 3 . 0 2 . 2 2 . 0 2 . 2 2 .1 

Exports 9 . 8 10 . 6 13 . 7 11.6 11.4 8 . 5 
Peru Imports 7 . 3 8 . 8 10 . 7 11.8 9 .1 10. 5 

Total 8 .5 9. 7 12 .1 11. 7 1 0 . 2 9 . 6 

Exports l. O 1. 9 2 . 3 3 . 5 2 .7 2 . 5 
Urugua y Imports 7 . 7 9. 6 8 .1 6 . 0 7 . 6 4 . 2 

Total 4.5 6 .1 5.4 4. 9 5 . 3 3 . 4 

Exports 7.2 6.1 6 . 8 7 . 8 9 . 5 9. 8 
LAITA Imports 6. 6 6. 0 7.1 9 . 1 10 . 8 12 . 8 

Tota l 6.9 6. 0 7. 0 8 . 5 1 0.l 11. 3 

a Source : (4). 
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pari-passu, this problem can be hardly discussed in a meaningful way under 

static assumptions . 

Although r egional groups of developed areas (EFTA and the EEC) are 

more suitable to the classical theory of economic integration than the 

economic unions emerging in developing areas, it may be s ignificant at this 

point to draw a parallel between some of the cases of custom unions under-

going at the present in both areas. 

At the time that Western &irope and Latin America were organized into 

customs unions, they presented two quite different pictures in terms of de-

gree of intra-regional trade. Western Europe had a substantial intra- zonal 

trade before the EEC was organized and Latin America (LAFTA) showed almost 

none . Nevertheless , t he post-integration growth in t he intra-zonal trade 

i n both cases challenge the classical postulates (Seell,p. 8 ). In Table 

1 1 we can see how 1..AFTA (after the CACM) is the union that shows the most 

r elevant improvements in intra-regional trade . After four years of exist-

ence int r a - LAFTA trade increased by 1133, as against 673 fo r the EEC after 

its fou r fi r s t years (in 1965 the EEC reached 1923). EFTA shows the lowest 

level of increase , having reached only 503 in its first 4 yea r s (EFTA 

reached 943 in 1965). 

E. Problems and Limitations 

LAFTA' s six years of experience have demonstrated that any attempt to 

accelerate economic growth by integrating a number of underdeveloped econo-

mics is an ext r emely difficult task involving politicaJ as well as economic 

i ss ues . 

At the present time LAFTA is facing serious difficulties which threaten 
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Table 11. Intra-regiona l tradea in the most r e l evant cases of economic 
integrationb 

LAFTA CACM EFTA EEC 
Year Value Index Va lue Index Valu e Index Value Index 

1957 14 .1 2 100. 0 

1958 14 . 85 105.1 

1959 6 .11 100.0 16 . 53 117 .1 

1960 33 100 . 0 7 . 08 115.8 20 .40 144.4 

1961 659 100. 0 37 119. 9 7.73 126.5 23 . 61 167 . 2 

1962 774 117 . 4 50 159.9 8 . 24 134 . 8 26 .98 191. l 

1963 950 144. 2 72 22 9. 9 9 . 20 150 . 5 31.67 22 4.3 

1964 1203 182 . 5 106 316 . 6 1o.7 9 176.6 36.45 258.1 

1965 1404 213 . 0 142 430 . 3 11. 86 194.1 41 . 24 2 92 .1 

aThe base year is the one before the union was organized ; LAFTA and 
CACM val ues in million dollars , EFTA and EEC values in billion dollars. 

b$ource : Ta ble 5, (2 2 , 33, and 62). 

to lead to stagnation . Although preoccupation with LAFTA's unsatisfactory 

progress i s not a recent developme nt, it was not officially expressed until 

the spring of 1963 in a joint declaration i ssued by the Pres ident s of 

Brazil and Chile (75). In this stateme nt they called for a high-l eve l 

pe rmanent consul t ative body in orde r t o coordinate a nd harmonize plans a nd 

policies . Th i s initiat ; J~ roincided with the appea r a nce of a study by 
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Ra~l Prebisch , who was openly critical of LAFI'A's achievements. Prebisch 

declared (7 5) : "It would be a mistake to consider that the instruments 

established under the Treaty are not intrinsically efficient . They are: 

but important policy decisions are r equired before this efficacy can be 

r eflected in concrete achievements capable of withstanding whatever factors 

could make for stagnation in the near f uture ." 

The implementation of integration has not been taking place satis-

factorily due to insufficient coordination of the available mechanisms. 

The LAFTA Secr e t ariat tried to activate the integration process by setting 

up a s pecial committee in September 1964 . Among the committee ' s duties were 

the readjustment of the trea t y in the parts dealing with the trade liber-

al i zation, systematic solution of monet ary and financial problems, intra -

zonal tra de , financing, coordinated inves tment policy, and others. In 

the same way , in January 1965 the President of Chile, Eduardo Frei, re-

ques t ed the opinion of Messrs . Pre bis ch, Mayobre, Herrera and Sanz de Santa 

Maria1 on the way in which economic integration was developing in the re-

g ion. The four economists presented a whole scheme for a Latin American 

Common Market (19). It was submitted to all the Latin American Presidents. 

These t wo incidents indicate the main signs of concern with the problems 

LAFTA was faci ng. In the following part we will deal with some spec ific 

limitations that have made LAFI'A' s progress difficult. 

1 I Ra ul Prebisch - General Di rector of the Latin American Institute for 
Economic and Social Planning, Jost. Antonio Mayobrc - Executive Secretary of 
the United Nations Economic Commission, Felipe Herrera - President of the 
Inter-Amer ican Development Bank, Carlos Sanz de Santa Maria - Chairman of 
the Inte r-American Committee on the Alliance for Progress (45) . 
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1. Me cha nism for tariff r eductions 

The present crisis in t he La tin America n Free Trade Association has 

been a ttributed by s ome observer s to the cumbersome process whe r e by annual 

negotiations a r e required for brir~ing a bout reductions in trade barriers . 

The EEC a nd EFTA have achieved major successes with ac ross- the-board 

me thod s of tariff r eductions , in accorda nce with a pre -det e rmined a nd auto-

ma tic schedule . These are examples to which some observers believe tha t 

LAFTA s hould conform ( see page 43). 

The introduction of automa tic provisions would r equire drastic changes 

in the l eve l of import barrie r s , a nd in many cases it would be unacceptable 

to the s i g natory countries . The import duties in ea ch member country d i f -

fer very much, a nd the l e ve l s of import dut i es are so heterogeneous that 

a ny attempt to equalize them wil l be quite complicated ( see Tabl e 12) . 

Some s mall countries in the a rea are r e luctant to accept a utomatic 

reduction in trade d ut ies because they th i nk tha t market reactions as a 

consequence of changes in tariff and quota r estriction would benefit the 

big countries as agains t the s ma ller ones, a nd the indus trial ly more ad -

va nced as aga inst the indus tria lly l ess developed . Fo r example, Peru might 

l ogical ly have this fear of countries s uch as Argentina , Brazil a nd Mexico. 

Peru a lready has trade ba rrie r s much lower tha n those of the othe r countries . 

He nce automa tic methods can be immediately a pplied only whe r e there i s a 

presumption that s uch methods will l ead to compara bl e benefits for a ll 

countries . 

The negative conseque nces of the exis ting trade r eductions mechanism 

will be explained below. The Treaty of Montevideo docs not s t a t e clearly 
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Table 12 . Average import duties for some Latin-American countriesa,b (ad-valorem in percentage) 

Groups Argentina Brazil Chile Colombia Ecuador Mexico Peru Paraguay 

Group I (51 items) 
Primary and Capital Goods 96 
1. Unprocessed food prod. (13 products) 123 
2 . Raw materials for industry (10 products) 55 
3. Capital goods (28 products) 98 

Group II (43 items) 
Semi-processed products and durable 

consumer goods 

1. Semi-processed products (incl. fuels) 
except for those for traditional 
industries (32 products) 

2 . Durable consumer goods (11 products) 

Group III (31 items) 

Manufactured non-durable consumer goods 

139 

95 
266 

176 

1. Processed food products (14 products) 194 
2. Others (incl. semi-processed prod. for 

traditional industries) (17 products) 163 

Total average (125 pr oducts) 131 

aSource : (44). 

134 
264 
1 06 
84 

143 

80 
328 

26 0 

280 

244 

168 

58 
46 

111 
45 

96 

98 
90 

328 

436 

239 

138 

64 
185 
57 
18 

48 

28 
108 

247 

359 

154 

112 

35 
37 
52 
27 

56 

48 
80 

117 

145 

76 

62 

32 
65 
38 
14 

58 

28 
147 

114 

110 

117 

61 

18 
21 
20 
16 

25 

23 
30 

72 

41 

98 

69 
99 
63 
57 

84 

77 
104 

77 

76 

78 

76 

bArithmetic average import duties for third countries in some LAFTA countries in 1960 . Data 
fo r Uruguay . The weighted average of import duties was increased to 443 in August 1964 and 553 in 
June 1967 . 

cNot available. 
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what measures the member countries should undertake with those products 

heavily protected . The countries are only obliged to "1 iberal ize" the 

existing trade . 

The delegates carrying out tariff negotiations are strongly influenced 

by pressures from within their own countries not to grant concessions on 

commodities actually being produced in the home market . Such caution i s 

usually justified by the well-known infant indus try argument . It has been 

s ugges ted that a 11 commodities not being produced in any member country in 

s ignificant quantities shoul d be put immed iate ly into the Common Schedule, 

and duties and other restrictions on such commodities be removed either 

immediately or within a few days. Such action should provide a powerful 

stimulus to both foreign and domestic inves tme nt. (The Treaty of Rome 

operates in this way and the results have been quite successful.) 

2. I ntra-regional trade 

How is the tariff-reduction mechanism affecting intra-regional trade? 

In order to answer this question, it i s necessary to study the operation 

of the tariff-reduction mechanism. After five rounds of negotiations the 

type of products being traded have not changed much from the situation 

prevailing before the Treaty entered into force. 

In 1955, almost 403 of intra-regional trade was comprised of Venezuelan 

petroleum a nd Arge ntine wheat. For the rest, the main products were wood, 

coffee, cocoa, s uga r, cotton and minerals . The picture in 1964 was roughly 

the same as in 1955. Trade expa nsion was not diversified in the sense that 

it consisted almost entirely of traditiona l primary products. In the case 

of Argentina for example, nearly 903 of exports to LAFTA countries in 1964 



www.manaraa.com

74 

consisted of traditional commodities supplied to new markets within LAFTA 

(54). While much of the activity under the Treaty, therefore , did not do 

more than safeguard channels of trade already in existence, mutual con-

cessions were beginning to open up certain new trade flows of potential 

importance. Mexico and Colombia started trading products not exchanged 

before. 

Although the treaty states that by 1973 substantially all intra-LAFI'A 

trade should be liberalized , in practice such a objective appears op-

timistic . According to Table 13, negotiated LAFTA intra-zonal imports are 

still composed of traditional commodities that were traded before LAFTA 

was orgnnized . Food products and live animals account for more than 50%, 

and within this section cereals (mainly wheat) represent around 303, and 

meat and live animals (mainly beef) shar e approximately 103 (56). On the 

other hand , industrial and capital goods are traded in a very small pro-

portion . For example, chemical products only shar e around 4 and machinery 

and transport equipment account for 3. 

The results of the past r ounds of negotiation illustrate the above 

statements. In the first four rounds the number of concessions decreased 

each year ( see Table 1), and with the exception of the fifth round, all of 

them showed only conces s ions for traditional products. Given this state 

of affairs, the tariff reduction process is becoming more difficult. There 

a re whole chapters of products for which negotiations have not even s tarted. 

This gives rise to the real danger that , as 1973 approaches and internal 

trade is scheduled to be s ubstantially freed, there may be only token 

liberalization of trade in the most significant fields. Drastic action 
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Table 13. Negotia t e d LAFTA i ntra - zona l i mportsa ,b (mill i on dolla r s ) 

Site s ections 

0 Food products and 
1 ive a nimal 

1 Bev e rages and tobacco 

2 Crude materia l s , ined-
ible , exce pt fuel s 

3 Mineral, f uels , lubri-
cants , r e l a t e d 
ma t e ria l s 

4 Anima l a nd v eget a bl e 
o il s a nd f a t s 

5 Che mica l products 

1 962 1963 
Va lue 3 Va lue 3 

1 90 . 5 59 . 8 224. 9 52 . 1 

1.4 0 . 4 1 . 1 0 . 3 

75 . 4 23. 6 97 . 5 22 . 5 

2 . 6 0.8 a.a 1. 9 

7 . 3 2 . 3 18 . 0 4.2 

6 Ma nufa cture d g oods 34. 6 1 0 . 8 69 .4 16 . 1 
c l assif i e d by ma t e r ial s 

7 Machine ry and trans port 
equipme nt 

8 Mis ce lla neous manufac-
ture d a rticl es 

9 Commoditie s a nd tra ns-
actions N. E. S . 

J • .e 

4. 2 

1. 0 9 . 8 2.3 

1. 3 2 . 8 0 . 6 

1964 1965 
Valu e 3 Value 3 

295 . 9 51 . 6 336 . 2 49 . 7 

2 . 0 0 . 3 1. 5 0 . 2 

151 . 2 22 . 9 165 . 5 24 . 5 

0 . 2 0 . 2 

15 . 9 2 . 8 16 . 9 2.5 

24. 3 4 . 2 26 . 2 4 . 0 

80 . 6 14 . 0 98.7 14. 6 

17 . 2 3.0 23 . 3 3.4 

6 . 6 1 . 2 7.7 1.1 

To t a lc 319.2 100. 0 431.S 100. 0 573 . 9 100. 0 678 . 8 1 00.0 

aData for Ecua dor i s not incl ud ed . 
b 

Source : ALALC, Se cre t ar i a Ej e cutiva , Servi c i o de Estadfstica , 
Montevideo, Uruguay, and (3). 

cThe dif f e r e nce with the tota l of Table 2 is due to the differ ent 
s ource of information . 
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would then be required of the member countries - action which may not be 

politically feasible - in order to fulfill the goals of the Treaty. 

Another point of much concern is the trend of the country-LAFTA trade 

as a percentage of total country trade . In Tabl e 9 we can see the share 

of each member . The partner countries have not reached substantial levels 

of participation, al t hough some members like Mexico have started trading 

effectively with the area . Paraguay is an exception in this matter . The 

countries ' participation ranged from 2.53 (Mexico) to 26 .53 (Paraguay) 

both in 1965, and intra-regional total trade - after the signature of th~ 

Treaty - has increased its share in total LAFTA trade as follows: l.2 L3 

(1962 - 63) , 1.26% (1963-64), and 1.163 (1964-65) (see Table 9) . 

In terms of e conomic integration theor y , intra-LAFTA trade has not 

achi eved any s ubs tant ial progress. It still sha res a small proportion of 

its global trade . Compared to the CACM, EFTA and the EEC, LAFTA has the 

lowest intra-zonal trade participation (see Table 14) . This is mainly due 

to the cumbersome system of tariff reduction as well as to financial and 

t ransport probl ems . It has to be understood that this i s a static analysis, 

thus it has a limited application when evaluating economic integration in 

less deve l oped areas . 

3. Principle of reciprocity 

This principl e i s s t ated in Article 10 of the Treaty, and according 

to it, each country will negotiate concessions on import restrictions with 

the expectation that the concess ions given and received will result in a 

more or less equal expansion of each country's exports and imports with 

other member countries of the area . Unfortunately, the Treaty does not 
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indicate c l early how the concessions should be based on reciprocity . In 

practice , its vague statement would induce trade diversion only when the 

country,switchi.ngits trade from an outsider to a partner country receives 

a compe nsation (reciprocity) f r om the partner country in order to compen-

sate its loss in welfare. 

Nevert heless, the group of ECLA a nd USA experts working in this field 

had made some r ecommendations before the signature of the Treaty (27): 

"For the success of the common market it is important that all the member 

countries should have the opportunity of expanding their exports at the 

same time as they take action to reduce their duties, taxes and other re-

strictions on imports. To this end , member countries which as a result 

of the facilities granted to them, increase their exports to the common 

ma rket without a proportionate increase in their imports should accelerate 

the rate at which they r educe their duties, taxes and other restrictions." 

In the case of the EEC , although the Treaty of Rome has not provided any 

special arrangements for r eciprocity, the conflict over the role of agri-

culture i s in fact, if not in principl e , a conflict over reciprocity. 

There a r e good grounds for believing that uncontrolled free trade 

among any g r oup of unde rdeveloped countries would l ead to the more advanced 

countries enriching themselves at the expense of the more backward ones. 

Nevertheless , no c ountry can be entirely certain when it enters into ne-

gotiations with othe r countries for mutual tariff reductions that the gains 

it will a chieve in t erms of additional markets will be exactly equivalent 

to the concessions it makes. Alternative possibil ities to implement this 

principle would be, on the one hand, that the framework of the customs 
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union could create incentives for all countr i es, so that each country 

would consider the possible gains sufficient to justify the concession 

it makes, and to make provision for avoiding excessive imbalances in the 

advantages achieved by any one country or group of countries. On the 

other hand, the r eadjustments (in order to create reciprocity) could be 

made by restoring trade barriers in countries incurring deficits rather 

than through the granting of additional concessions by countries experi-

encing s urpluses (48). 

Table 14. Re levant cases of economic integration intra-regional trade 
as a percentage of global trade of each casea,b 

Year LAFTA CACM EFTA EEC 

1957 2 9. 6 

1958 32 . 0 

1959 16.8 33.5 

1960 6 .9 17.2 34 . 4 

1961 6.0 7. 7 17. 9 36 .6 

1962 7 . 0 9.5 18.2 38 . 5 

1963 8 . 5 10. 7 18.9 40.6 

1964 10. l 14. 7 19 .8 41. 7 

1965 11.3 17 .5 20.4 42 . 5 

8 The series starts the year before the union was organized . 
b 
Source: Table ll. 
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4 . Compl ementarity 

The complementary ag reements cont emplate u in the Treaty (Articl es 15 

to 17 ) a r e v i ewed as a means of [acilitating the integration process . 

The idea was tha t through the m th e required coor d inat ion of the industrial 

sector could be achieved . Unfortunate ly up to now only two agr eement s have 

been s i gned . The fir s t one , s i gned in J uly 1962 by Arge ntina , Brazil, 

Chile a nd Uruguay, dealt with data processing machines, ce rtain carefully 

defined materia ls, a nd components r equired for their production and opera-

tion . The second one was s igned in Februa ry 1964 by Argentina , Brazil , 

Chile , Mexico a nd Uruguay, and deal t with va lves for radio and t e l evision 

set s as we ll as the ir parts a nd components (27) . Al though both ag r eements 

have a lready ente r ed into force , they s t i ll l ack coord inat ion within them. 

The fi r s t ag r eement provides that the participating governme nts should not 

impose prohibition or r estrictions with equiva l ent effect on i mport s from 

third countries of components , s pare pa rts, accessories a nd other materia l s 

as we ll as of complementa ry unit s in manufacturing or operating the 

machines in ques tion . 

The a bove paragraph indica tes how r estrict ed the first agreement is 

in terms of a positive a nd s us t a ined be nefit to the r egion. Any agreement 

in order t o bring a s ubs t a ntial benefit s hould e ns ure a progressive in-

crease in the degree of fa brication wi thin the region , a nd a r educt ion in 

the imported compone nts. On the contrary, the second agreement did not 

contain any clause designed to prevent t he imposition of r es trictions on 

imports of ma t e rials , parts, a nd component s from third countries . 

The diff icul ty in get ting a prog r am of t his sort start ed r efle cts 

the l a ck of a drive at the gov e rnmental l eve l capabl e of overcoming the 
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reluctance of LAFTA manufacturers to distur b the traditional rul es of 

the game , and to break out of the vicious circle of low output high costs, 

and a high degree of national protection and restrictionism. The narrow 

scope that ea ch agreement cove r s cannot always ensure the pa rticipat ion of 

every singl e LAFTA membe r which is yet another problem. 

Undoubtedly - without a well - settled, real planning impulse in the 

a r ea - the roa d to achie ve pl a nned complementarity will be a difficult and 

a long one . On the othe r hand the industrial development of the LAFTA 

r eg ion i s not likely to be furthered by the organization of private re-

g i onal cartels . The July 1962 agreement was the resul t of a suggestion by 

I BM to the governments concerned that , if duties were e liminated between 

them, they would build plants in Argentina and Brazil and arrange for 

another USA company to license the manufacture by a Chilean paper producer 

of the business forms needed for the machines. Thi s was not the purpose 

inte nded for the complementary agreements . 

Finally, the eligibil ity of products to be treated by compl ementary 

ag r eements is quite problematic. If the value added t o imported components 

a nd mat e ria ls is very s mall, as in the case of simple assemb ly operations, 

inclusion of the product conce rned in a complementary agreement may simply 

provide mea ns f or foreign companies t o escape heavy duties on f inished goods. 

S. Mos t - favored-nation trea t ment clause 

Although Article 18 of the Treaty of Montevideo s t a tes that any ad-

vantages existing as a r esult of the trade liberalization program - whic h 

a re g r a nted to any othe r country by a contracting party - shall be ext ended 

to a similar product originating in, or intended for consignment to, the 
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territory of other contrasting parties; there are some cases in which 

such article i s in conflict with other provis ions of the Treaty. 

The complementary agreements , in many cases, involve private agree-

ments between firms in two or more countries . Such agreement s would in-

clude , say, the right to import s pecific manufactured commodities which 

may cons titute intermediate products or portions of product lines of an 

industry, in e xchange for the right to export complementary products to 

private firms in the othe r country . Planned complementa rity agreements of 

this kind simply do not l e nd themselves to the application of the most-

favo red-nation treatment principle. 

Perhaps the special status of Ecuador, Pa r aguay and Bolivia - although 

their s t a t e of economic deve lopment is relatively less than the other 

members - could conflict with the principle of the most-favored-nation, be-

cause such pr ov i sions authorize a contracting pa rty (less developed) to 

proceed more slowly with its liberalization program . In other words a 

kind of discrimination is instituted (48). This could also be considered 

a violation of the principle of the most-favored-nation. The recognition 

of countries wi th insufficient market (Colombia, Chile, Peru, Uruguay and 

Venezuels) is anothe r source of conflict with the principle commented upon. 

6. Lack of coordination 

It i s becoming increasingly evident that balanced growth within LAFTA 

will depend very much on the degree to which domestic monetary, fiscal and 

economic policies can be successfully coordinated between the different 

countries . 
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Trade liberalization a l one cannot achieve the objective of the r e -

gion's fu ll development. A planned coordination of projects among the 

member countries should be fou nded and s u s tained upon sound bases. Multi-

national and border comp l ementary projects will have to be given the 

highest priority in the region's planning (54) . 

Many authors s t ate that a much more deliberate inter governmental pro-

motion and s timul a tion of growth s hould be impl emented . Adequate joint 

planning a rrangeme nts a r e indispe nsabl e if a program a l ong these lines is 

to be rea 1 i :6ed. 

The r e has been much talk of planning in Latin America , but very little 

as ye t in the way of action . The s tudies that have been made by the Secre-

tariat of ECLA a r e v e r y well known in this respect , and have created a 

characteris tic line and style t hat has attracted attention al l over the 

world. And while t e n years ago the idea of planning in the underdeveloped 

countries was cons idered controversial, to say the least , the prepar a tion 

of a n adequate developme nt plan is beginning to be r egarded as an indis-

pensa ble prerequis ite to securing economic development. For example, under 

the Alliance for Progress , participating Latin American Countries were 

call ed upon to formul ate l ong-term development programs . In r esponse to 

this r e quirement, most Latin American countries prepared national develop-

ment programs a nd this was potentially a n impor tant step forward on thei r 

pa rt. It would be idl e to pretend, however , tha t the adoption of a 

national development program by a governme nt indicates in and of itself 

t hat e conomic pla nning has begun or is even about t o begin . 
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Concrete act i on still lies i n the future and many difficulties will 

have to be ove rcome - both at the technical and political levels - before 

one can rea lly say that effective procedures have been devised for joint 

regiona l planning in La tin America as a whol e. 

A ba l a nced a nd ha rmonious development of the region as a whole is in-

di spensa bl e if t h e loyalty of a ll member countries to LAFTA is to be main-

t a ined . An harmonious development can in turn be e nsured only through 

concert ed planning efforts based on ag r eements among the part ici pat ing 

countries . 

The Gene r a l LAFI'A Secretariat has held a number of meetings with 

the purpose of coordina ting the different industrial sectors . The aut o -

mobile indus try, the t extil es sector, the home appliances manufacture r s 

and many other indus trialis t s have gotten t ogether but unfortunately ver y 

few pra ctica l co nclusions we r e reached . 

It i s e xpected that as the integration process ga ins more and more 

s tre ng th, the need for closer coordination of policies among the member 

count ries will be achie ved through the pressure of the future requirements . 
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IV. EVALUATION OF THE PERUVIAN MEMBERSHI P 

A. Peruvian Foreign Trade 

In Pe ru, as in ma ny othe r underdeveloped economies , foreign trade 

pl ays a ve ry importa nt r ole . Since 1950, Peru has shown one of the high-

es t expor t growth r a t es in Latin America mainly due to the expansion of 

the mining sector and the spect acular development of the fishing sector. 

Neve rthe l ess , it i s important to note t hat most of this deve l opme nt and 

expa nsion was a r esult of v olume i ncreases rather than price rises. 

The importa nce of foreign t r ade can be seen more clearly by a nalyzing 

i t s pa rticipation in the Gross Domest i c Pr oduct - G. D.P . (in constant 1963 

prices ). In the period 1950-59 f o r e ign t r ade represented the following 

pe rcentages of the G.D.P.: 12 . 73 for exports a nd 15.23 f or imports, and 

in 1959-65 these figur es inc r eased to 17 . 53 and 15 • .33 for exports a nd im-

ports r espe ctive ly. Likewise from 1950 to 1959 G. D.P. gr ew a t an annua l 

cumulative r a t e of 4.53 against 7. 43 for exports while from 1959 t o 1 965 

the g rowth rates we re 6 .53 a nd 8 . 63 r espectivel y ( 37) . 

The analysis of t he trends a nd evolution of Peru's 1950- 65 exports 

a nd imports are usua lly divided in two periods: 1950-59 and 1959-65. 

This breakdown is mainly based on t he spectacul ar increase of both exports 

a nd imports. Pe ruvian exports g r ew a t a rate of 5.53 a nd 13.43 i n the 

1950-59 and 1959-65 periods r es pe ctively ( 36). 

From 1950 -59 export vo lume a lmos t doubled a nd prices were affected 

by wo r l d events such as t he Kor ean Wa r and the wor ld depression of 1 958-

59. Neve rthe l ess , the ove ra ll picture s hows a ne t i ncrease in the export 
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value due to the offsetting of the price fluctuations by the volume in-

crease . After 1959 exports have become definitely the propelling sector 

of the Peruvian economy . This rapid expansion was generated by increments 

in copper, iron ore and fishmea l exports . Copper exports were 120 

thousand tons more in 1960 than the year before. This represented an ad-

ditional export r evenue of 70 million dollars . Iron ore s howed a similar 

picture. Its 1960 volume and value account ed for 603 more than the cor-

r es ponding Cigu res in 1959 . Likewise fishmeal was the leading expor t 

product i n the decade of the 1960 ' s . This product grew at an annual 

rate of 313. 

Pe ruvia n exports can be g rouped into three main sectors : agriculture, 

fis hing and mining. The three of them comprise almost 983 of the total 

country exports. 

Tabl e 15 . Exports composition a (percentage of participation) 

Year A.gr icu 1 tu re Fishing Mining Other Total 

1950 57.1 3 . 0 37. 9 2.1 100.0 

1955 47 .4 4. 7 45 . 3 2 . 6 100. 0 

1960 35 .7 12.1 49.4 2 . 8 100.0 

1965 25. 8 28.0 45.4 0 . 8 100. 0 

8 Source: (36). 
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As we can see in Table 15 the importance of the Agricultural Sector 

as a supplier of exports declined from first place in 1950 to third place 

in 1965 . The Mining Sector since 1960 has become the leading sector in 

the export picture, while the importance of the fishing sector is strik-

ingly shown by its increasing share of total exports, from 3 . 03 in 1950 to 

28 . 0% in 1965. Peruvian exports have been characterized, among other 

things, by their diversification. Peru exhibits, within Latin America, 

one of the most diversified export mixes. This places the country in a 

position to offset the ma rket fluctuations of certain products . The so-

called twelve basic products amounted to almost 95% of total exports 

(1965). Cotton, fishmeal and copper a r e the leading products (see Table 16). 

Tabl e 16. Participation of basic export products a (in percentage) 

Product 1950 1955 1960 1965 

Coppe r 5.3 10.9 21. 9 18.2 
Cotton 35.1 2 5. 3 16.3 13.0 
Fishmeal 0.1 0.7 9.0 23 .4 

Sub-total 40.5 36.9 47.8 54.6 

Coff ee 0.5 3.0 4.3 4.4 
Sugar 15.4 13. 7 11.0 5.6 
Wool 4 .1 2 . 2 1.6 1.3 
Fish oil 0.3 1.2 3.6 
Crude petroleum 3.8 1.9 1.5 0 . 9 
Iron ore 3.0 7.6 7 . 1 
LeaJ 6.3 9.7 5.0 5.7 
Silver 4.3 6.0 5.6 5 .9 
Zinc 5 . 4 5 .1 3.9 5 .4 

Total 80 .3 81.8 89 . 5 94 . 5 
Other products 19. 7 18.2 10.5 5.5 
Total ex.ports 100.0 100.0 100.0 100.0 

asource : (36). 
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Peruvian imports also were among the fastest growing within Latin 

Amer ica . 

Between 1950-59 imports grew at 6.83. They were fostered , in the 

early 1950 ' s , by the removal of the exchange controls of previous years, 

by additional export reve nues caused by the Korean conflict, and the foreign 

capital investment (new copper mines) . Nevertheless, in 1954 and 1959 im-

por ts partially decreased as a result of the monetary devaluations of 1953 

and 1958 . On the other hand in the following period, 1959-65, they grew 

at the fast rate of 14.93 annually . This was partly generated by the in-

crease in food a nd edible imports as a consequence of the rise in natirnal 

income; 1964 was the peak year during this period. 

In terms of composition the import picture does not show signif icant 

changes . According t o the SITC sections showed in Table 17 the bulk of 

Peruvian imports we re composed of manufactured and capital goods such 

as chemicals , manufactured goods classified by materials and machinery, 

and transport equipment. Together they accounted for nearly 7Cf'lo of the 

total imported by the country between 1955-65 . On the other hand, food 

and edible products comprised in the food products and live animals, and 

beverages a nd tobacco sections of the SITC classification represented ap-

proximately 173 in 1955 and around 163 in 1960-65 . Individually, machinery 

a nd tra nsport equipment i s t he section that shows the highest increase in 

share . From 33 . 613 they went up to 40.763 in the decade of the 1955- 65 ' s . 

In geographic terms Peru's diversification is not as great as in 

prod ucts. More than 8Cf'lo of total trade ( exports plus imports) i s conducted 

with big economic r egions and countries. Basically the USA, the EEC, EFTA, 
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Table 17 . Participation of t he SITC sections in the total importeda 
(in pe rcentage) 

SITC sections 1955 1960 1965 

0 Food products a nd live animals 16.15 14.82 15.00 

1 Beve r ages a nd tobacco 0 . 64 0 . 73 0.83 

2 Crude materials , inedibl e , except fuel s 2 . 93 4.02 4.00 

3 Mine r al , fuels, lubricants , r e lated materials 3.48 4.97 3 .1 9 

4 Animal and vegetable oils and fats 0 . 81 0 . 72 1.58 

5 Chemicals 10.32 11.90 11.28 

6 Manufactured goods class ified by ma t e rials 24. 28 20 . 39 18.50 

7 Ma chine ry and tra nsport equipment 33 .61 37 . 42 40.76 

8 Miscellaneous a nd ma nufactured articles 7 .44 5 . 01 4. 83 

9 Commodities a nd tra nsactions N. E.s . 0 . 34 0 . 02 0 . 03 

Total 100.00 100.00 100.00 

asource : Ins tituto Nacional de Planificaci6n, Departamento de 
Comercio Exterior, Lima, Pe ru . 

Japan a nd LAFTA are the import and export markets of the country (see 

Tabl e 19). Neverthe l ess, in general terms a market expans ion i s taking 

place in both directions , exports and imports , with the consequent bene-

fits for the country . Table 18 s hows this instance very clearly . 

In country t e rms, the USA has increased its importance as a market 

f o r Peruvian exports. From a share of 26 . 23 in 1950 it has come to account 

for approximate ly one third of total Peruvian exports in more recent years. 
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· ff " · b k a b Table 18. Concentration coe 1c1ent s y mar ets ' 

Year Exports Imports 

1954 42 . 5 54 . 2 

1960 43 . 0 46 . 9 

1964 37 . 8 44 . 6 

a Source : (36) . 

bGini - Hirschma n formula : C = 1001' £i- (x.i ;;)2 , whe r e 
xi 
x 
c 

= 
= 
= 

val ue of the exports or impor ts to each marke t; 
total value of exports or imports of the country; 
indica t es the market diversification for exports 
and imports. 

On the other hand, imports f rom the same country dec lined f rom half of 

t otal Peruvian imports in 1950 to around 403 in 1965. Much of this decline 

was due to the increasing participation of the EEC in the decade of the 

1950's (see Tabl e 19). 

Japan is be coming a ve ry importa nt trad ing market for Peru. Prior to 

1960 this country s hared only 4. 83 and 1 . 73 res pe ctive ly, of expo rts and 

imports val ue . Neve rthe l ess, the picture in 1965 shows an increasing tre nd ; 

exports doubled the ir pr evious par tic ipation a nd imports reached 7 . 13 of 

that tota 1. 

Among t he regional economic blocs , the EEC i s the most importa nt as 

a ma rke t for Peru. In 1950 this bloc only bought 153 of Pe ruvian products , 

but in 1965 it purchased one third of total Peruvian e xports, doubling its 

participat i on . Within this area, West Germany is the most important mem-

be r a ccounting in 1965 for approximately 123 of total imports and exports . 
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In the case of EFTA the prevailing trend in the period under analysis is 

a decreasing one. Trade with this r egion in exports and imports terms 

accounted i n 1965 for only one half of the trade enjoyed during the 1950's. 

The UK, as EFTA's leading member, set the pace for the decreasing trend 

of the bloc . The UK's share for exports and imports in 1965 was only one 

third of the 1950 figure . 

Finally , we have LAFTA which for the purpose of this study i s the 

most important economic area . Peru ' s intra-zonal trade shows a divergent 

picture fo r exports and imports . While Peruvian products exported to LAFTA 

a ccounted for as much as 26 .43 of total exports in 1950, a dramatic de-

crease t ook place in the following years to 8.13 in 1965. On the other 

hand, imports f rom the a r ea have s hown an increase from 7 . 93 in 1950 to 

11 .13 in 1965 in its share on the t otal imported. 

These trends wer e mainly due to the following facts: most Peruvian 

products we re still trad itiona l export items; and the concessions g ranted 

to the LAFTA me mbers, plus the popula tion increase causing the increasing 

demand for food i mports, generated the upward trend for intra-zonal imports. 

B. Analysis of the Membership 

1. Institutional f r amework 

Peru started to participate in the integration movement in June 1959. 

After t he a me ndments introduced to the first draft of the project for a 

f r ee trade a rea, Argentina, Bolivia, Brazil, Chile, Paraguay, Peru and 

Uruguay met in Lima, to insert more changes in the project for a custom 
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Table 19 . Per uv i an foreign trade market sa (percent age of the t ot a l val ue ) 

Exports Im2orts 
Count r y 1950 1955 1960 196 5 1950 1955 1960 1965 

USA 2 6 . 2 36 . 0 36 . 1 33.6 53 . 0 so.a 43 . 9 39 . 7 

EEC 15. 0 2 o. 5 30 . 9 32 .1 9 . 3 18.2 22 . 4 20 . 3 

w. Germany 2 . 1 6 . 9 10 . 1 12 . 5 2 . 7 8 . 9 11. 4 11.7 

EFTA 19 . 7 13. S 9 . 7 8 . 0 21. 6 15 . 2 13 . 3 10 . 8 
\0 ...... 

u. Kingdom 17 . 2 10 . 2 7 . 8 5 . 8 16 . 2 8 . 9 6 . 9 S. 2 

Japan 1.1 4. 8 7 . 6 9 . 2 0 . 2 1. 7 3. 3 7 . 1 

LAFTA 2 6 .4 18 . 4 7 . 7 8 . 1 7 . 9 7 . 7 7 . 3 11.l 

Argentina 4 . 9 1.8 2 . 2 2 . 9 3. 7 4. 7 4 . 7 6 . 7 

Other 11. 6 6 . 8 8 . 0 9 . 0 8 . 0 7 . 2 9 . 8 11 . 0 

Total 100 . 0 100.0 100 . 0 100 . 0 100 . 0 100 . 0 100 . 0 100 . 0 

a source : Table 56 in Append ix . 
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union in Latin America. 

In September 1959, a Government Conference took place just before 

the s ignature of the Treaty of Montevideo. The main purpose wa s to cl ear-

ly d efine the free trade area. Among the participant countries we re the 

seve n named above, plus observers from Mexi co a nd Ve nezuela, a nd membe r s 

oE the international ins titutions s uch as ECLA, FAO, IMF, OAS and othe r s . 

Finally, when the Treaty was s igned on Februa ry 18 , 1960 Pe ru was ac-

counted among the founding members. 

Consistent with the rul es stated in the Treaty, eve ry ye ar the member 

countries meet in the so-called Annual Ordinary Conferences . Between 

1961-65 six of thes e were held in the different capital cities of the 

participant nations . The main purposes of these conferences were t o 

negotiate the concessions to be granted by the member countries and for 

their s ubsequent inclusion in the Nationa l Schedules. On the other hand, 

the Conference has to deal with the i ssues presented by the Executive 

Secreta ry of LAFTA about the developments within the Association, and to 

take appropriate action. 

Peru has negotiate d bilaterally with mos t of the LAFTA membe r s , a nd 

it has also participated in the fir s t Common Schedule Negotia tion held in 

Bogota in 1964. Neverthele s s, Peru has not negotiated in ce rtain con-

fe r ences with some countries which were ma intaining import restrictions . 

This attitude was more a bargaining strategy rathe r than a policy norm. 

The speciali zed LAFTA Committees a nd the entrepreneurs, indus trial 

and businessmen of the region have call ed a number of mee tings in order 

to exchange ideas a bout the way that integration s hould be implemented in 
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the d i ff e r ent specialized f i e lds . Des pite t he importa nce o [ these eve nts , 

Pe ru has not been pr esent at many of them. Based on this f a ct , it i s 

ope n to ques tion whether the priva t e and public sector s of Pe ru a r e g iv-

ing the required full consideration to the LAFTA compromise ( s ee Table 21). 

The Peruvian pa rticipation in LAFTA has deve loped within a l ega l 

framework. After the sig nature of the Trea t y of Montevideo , the Pe ruv ian 

Gove rnme nt issued a supre me de cree tha t was a pprove d by the Congr ess in 

orde r to create the entity tha t will be i n cha rge of the Pe ru-LAFTA af -

fa irs . The "Comisi6n Nacional de l a ALALC" ( LAFTA Nationa l Commi ssion)1 

was crea t e d on July 14, 1961. It was composed of fourteen membe r s ap-

pointed by the Minis try of Fore i gn Af fa irs a nd the Minis try of Fi na nce 

(Hacie nda y Come rcio) unde r the pres id ency o f the Minis t e r of Finance (or 

his representative). The t e chnica l a nd adminis tra tive functions of the 

Commission were to be exercised by a Ge ne r a l Secre t a riat through an Execu-

tive Secretary. All the nor ms of the entity we r e dictated by the Ministry 

of Finance. It was also s tated that the Commiss ion wi l l coordinate the 

information of the Peruvian Perma ne nt Delegation in Montevideo. 

In 1965, af t e r four years of f unctioning , the Peruvian g ove rnment 

realized that the Pe ruvian participation was becoming more complica t ed . 

A h ighl y functional institutional me chanism was urge ntly needed . In this 

stat e of affairs, the LAFTA National Commission was r eorganized on May 22 , 

1965, by a supreme decree. The first measure was to incorporate the Com-

mis sion into the Ministry of Fore ign Affa irs des igna ting the Minis t e r of 

1Information f r om the fil es of the Comis icin Nacional de l a ALALC. 
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Table 21 . Sectorial LAFTA meetingsa (Number of delegates per member 
country) 

Member 1963 1964 1965 

Argentina 84 168 275 

Brazil 67 45 134 

Chile 53 38 48 

Colombia 21 11 33 

Ecuador 7 7 1 

Mexico 20 73 95 

Paraguay 8 4 12 

Peru 9 10 11 

Uruguay 96 139 102 

/ 
a Source: ALALC, Secretaria Ejecutiva, Montevideo, Uruguay 

Foreign Affairs as President in place of the Minister of Finance . The 

first a nd second vice-presidency were to be exercised by the Director 

of Economic Affairs of the Chancery and the General Director of Commerce 

of the Ministry of Finance respectively. The organs created within the 

Commission a re the Permanent Executive Committee with six members, and 

the Executive Secretaty with an Executive Secretariat . The membership 

of the Commission was increased t o eighteen members (Group A, members of 

the Central Government; Group B, members of the Independent Public Sub-

Sector; and Group C, membe r s of the Private Sector). 

The f ull implementation of Peruvian participation in LAFTA has not 

been a ccomplished by t he Commission, partly due to the lack of sufficient 
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financial s upport and trained personnel. These facts may explain why 

this entity has been mostly involved in administrative functions, without 

being able t o pursue the required investigation and research . In practice 

the Commission was not much more than a link between the Peruvian delega-

tion in Montevideo and the Peruvian Government by way of the Ministry of 

Fore ign Affairs . 

The Government has recently issued (March 31, 1967) a supreme decree 

dealing with the formal organi zat ion of the foreign trade policy of the 

country by creating the so-cal led "Consejo Superior de Comercio Exterior 
/ 

e I nteg r acion" (Council of Fore i gn Trade and Integration) . This institu-

tion will have two Secret ariats : for e ign trade and integration . Indica-

tions are that both of them will be s taff ed with competent personnel and 

provided with the required financial s upport. Among the functions of this 

ent ity, the integration process, export promotion and import substitution 

requirement s are accounted as the mos t relevant . 

The creation of this institution must be considered as the most im-

portant and decis ive step taken to date by the government in the field 

of foreign trade. It has to be unders tood that the new Council represents 

the first real opportunity to formulate a true "Policy of Foreign Trade 

and Integr a tion for Peru". 

2 . Intra-zonal trade r egulations 

Until 1967 the structure of Peruv i an foreign trade regulations was 

cons ide red to be among the most liberal. The only instrument that r egu-

lated Peru's foreign trade was the "Arancel de Aduanas -Importaci~" (Import 
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Duty Norms), which imposed the lowest level of import duties ( see Table 

12) in effect in any LAFTA country. In general terms, imports coming 

. . 1 into the country were subject to the following regulations: 

Administrative: certification of t he commercial invoice and the 

loading notice by the Peruvian Consulate . Some products also r e -

quired a sanitary certificate . 

Monetary: the rate of the sol (Peruvian currency) was regulated by 

the supply and demand, thus it is free . Import e r s could buy and sell 

for e i gn exchange (dollars) without any restriction (the foreign ex-

change certificates were restored in October 1967) . 

Restrictions : trade with the centrally planned countries, except 

Yugoslavia, Poland a nd Czechos lovak i a (the latte r two members of 

GATT) was prohibited until August 1, 1967 , when the prohibition was 

r emoved by a Supreme Decree. 2 

Duties : all the merchandise, commodities , goods and products im-

ported into the country a r e s ub ject to the fo llowing duties: 

a) Specific: computed upon the weight or measure of the item cor-

r espondent to the schedul e of the "Arancel de Aduanas -Importa -

cio~' (BTN-Peru Classification). 

1Normas que rigen e l Comercio Exterior de l os Pafses de l a Zona de 
Libre Comercio. Corporacion Naciona l de Comerciantes, pp. 25- 27, Lima, 
Peru. These regulations we r e in effect until Septembe r 1967 . The post-
devaluation period is not discussed he r e. 

2Decr e to Supre mo 187 -H del 1 de Agosto de 1967. Diario Oficial El 
Peruano, Lima, Pe ru, 3 de Agosto de 1967. 
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b) Ad-valorem: computed over the CIF import value, which is cal-

culated upon the FOB value plus 203. 

) . d Du . 1 c LAFI'A Negotiate ties: the products for which a concess ion 

has been granted or received by Peru only pay the ad-va lorem 

duty stated in the Peruvian National Schedule a nd the Nati onal 

Schedules of the other membe r countries ( see Tabl es 22 and 23) . 

Non-Tariff Res trict ions : there were no quotas , licens ing or ex-

change controls in the Peruvian for e i g n trade. Nevertheless the im-

port of some edibl e pr oducts i s s ubject to the pr ior pe rmiss ion of 

the Ministry of Agriculture. This i s the case of wheat, meat, l ive -

s tock a nd a l so crude oils fo r huma n consumption; in both cases a pprov-

a l will be issued only when there is a "deficit in the domes tic 

s upply". Likewise some exports r equire the permission of the Minis-

try of Finance (Hacienda y Comercio). The Law of Agrarian Reform(.Arti-

cle 180) prohibits cotton seed exports . 

Intra-zonal LAFTA trade is s pecifically regulated by the Resolution 

47 (II) of Novembe r 1962 . The membe r countries a r e r equired t o set up 

Nat i ona l Sche dules according to the following s t eps : 

Interchange of the list of products that the membe r countries want 

to export to the area before Ju ne 30 each year. 

Bilate ral negotiations between the delegates of the partner countries 

in orde r to r eadjust their offers and petitions . These will be 

1 
All imports f rom LAFI'A have t o pay, besides the ad-valorem duty, 

the fol lowing charges : i ) Law No . 13836, 43 over the freight; ii) Law 
No. 10811, S/.2 .00 pe r metric ton (two Pe ruvian sol es ); i ii) Law No. 
12799, charges of the cons ular l egalization of the commercial invoice ; 
iv) Port services charges (SO). 



www.manaraa.com

98 

confirmed in the multilatera l negotiation to be held in each annual 

Ordinary Conference . 

Signature of the Act of Negotiation (it contains all the negotiated 

products) which is part of the Final Act of the Conference . 

Addition of the new negotiated products to the National Schedule of 

each member country. This schedule enters into operation the fol -

lowing January. 

Peru-LAFTA trade operates within a framework of concessions granted 

or received, constituting the "negotiated" and "non-negotiated" tra de. It 

is interesting to take into consideration the following points in rela -

tion to the Peruvian negotiated trade: 

a) Concessions granted by the member countries: The concessions granted 

by Peru to the othe r me mbe r countries were judged as equ ivalent to 

the ones received from its partners. This equivalence conforms to the 

rules stated in Articles 10 and 13 of the Treaty of Montevideo con-

cerning reciproc ity expected in the intra-zonal trade among the con-

tracting parts. 

b) Number of Concessions : The concess ions listed in Table 25 comprise 

only the ones received directly from the other LAFTA members through 

bilateral negotiations . Sometimes the products included in the list 

are old negotiated items with a new tariff reduction. Nevertheles s 

Peru has also r eceived , indirect ly, a numbe r of concessions as a 

result of Article 18 of the Treaty of Montevideo which s t ates the 

"Most-Favored-Nation Treatment Clause". These concessions are the 
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ones bilaterally n egotiated by the othe r member countries. Such 

concessions are not considered in Table 25. Likewise the conces-

sions granted by Pe ru are listed in Table 2 4. 

c) Nature of the Concessions Received : They may refer eithe r to an im-

port duty reduction or to a r emoval of non- tariff restrictions (notab-

ly licensing, previous deposits, quotas, adminis trative r estrictions , 

etc .). 

d) Classification of Products : In the first two annual negotiations 

(1961-62) the classif ication us e d was the BTN with the correspondent 

corre lation to the national class ification of each member country. 

Since 1962 it was decided that all the member countries shoul d adop t 

the BTN Classification r estructured in terms of the LAFTA r equirements . 

This change originated the LAFTABTN (the cha nge in the classification 

is the cause of the diff e rence between Table 22 and Ta ble 24) . 

e) Margins of Preference in the Concessions Received by Peru: The marg in 

of preference is the dif ference be tween the level of duties cha r ged 

to third countries and the duties charged to member countrie s. Al l 

these margins are lis t ed in the Consolidat ed Schedule of Concess ions 

which is published by the LAFTA Executive Sec r e taria t a ft e r each an-

nu.::i l negotiation. There are some cases in which these margins of 

preference have been changed by the rise in the l evel of import duties 

o[ some me mbers . This ha.:; been the case of Pe ru in 1964 and 1967 •1 

1The weight ed average of the import duties increased from 36 . 63 to 
43. 63; and from 43.63 to 54.6% in 1964 and 1967, respective ly . In "El 
efecto del Nuevo Arancel sobre las Importac iones , Departarnento de Comerc io 
Exterior, Institute Nacional de Plani f ica cion, Lima , Peru. Ene ro 1965; and 
the "Efe cto de la Actual i zacion del Arancel de Aduanas -Importaci6n. Depart-
amento de Comercio Exterior, Instituto Nacional de Planificacion, Lima, Pe ru, 
Junio 1967". 
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In view of this circumstance the sixth Conference of 1966 agreed to 

convene for an Extraordinary Conference (Resolution 182 -VI) in the second 

semester o[ 1967 in order to discuss the restitution or the margins of 

preference lost , through the granting or receiving of an equivalent com-

pensation according to Resolution 53 (II), and the provisions of the 

Treaty of Montevideo. 

In t he following Table 22, the Peruvian National Schedules of 1961 

to 1965 are listed according to the level of ad-valorem import duties and 

grouped in terms of the percentage that corresponds to each level of 

duties . Throughout the five negotiations that gave origin to the respec-

tive National Schedules (1961-65), the number of concessions that cor-

respond to each l evel of ad -valo rem duty have maintained a fairly con-

stant participation. Between 723 and 74 . 53 of the total concessions 

granted in those negotiations are subject to pay duties that range from 

<Jro to 103. Likewise nearly 903 of the total concessions granted pay be-

tween 03 and 153 of ad-valorem duties. This means that only the remain-

ing l<Jro of concessions is charged with 163 to 47%. In other words, the 

highest per centage of intra- zonal LAFTA imports are comprised in the groups 

paying the lowest ad - valorem duties . 

Tabl e 23 shows the ad-valorem import duty of some of the SITC cate-

gories taken i nto a ccount in the analysis . The negotiated products com-

prised in each of those chapters are subject to relatively low ad-valorem 

duties . For example , live animals do not pay any duty; meat and prepara-

tion pay be tween 0 to 123; cereals and preparations pay between O and 83; 

fruit and v egetables are charged with 0 to 233; coffee, tea, cocoa and 

spices a nd animal o i ls and fats pay 8-153 and 5-83 respectively . All 



www.manaraa.com

101 

Table 22 . Peruvian national schedules for 1961-1965 , distribution of 
concessions granted by ad- valorem dutie s in percentagea 

3 1961 1962 1963 
a d -v . Number 3 Number 3 Number 3 

0 

2 

4 

5 

6 

7 

8 

10 

11 

12 

13 

14 

15 

16 

17 

18 

20 

22 

23 

25 

30 

35 

40 

45 

47 

43 2 0 .4 

1 0 .5 

66 31. 3 

47 22 . 3 

2 1. 0 

13 6 .1 

3 

11 

2 

l 

7 

l 

4 

4 

2 

3 

l 

1.4 

5. 2 

0 . 9 

0 . 5 

3 . 3 

0.5 

1.9 

1.9 

0 .9 

1.4 

0 . 5 

67 

21 

37 

5 

47 

45 

2 

23 

3 

2 

21 

7 

1 

8 

1 

4 

4 

2 

4 

1 

22 . 0 78 21.5 

6.9 20 5 . 5 

12 .l 45 12.4 

1.6 5 

4 

15 . 4 55 

14 . 8 63 

o. 7 2 

7 . 5 2 9 

1.0 1 

o. 7 3 

6.9 22 

2 . 3 5 

0 . 3 

2 . 6 

0 . 3 

1.3 

1. 3 

0 . 7 

1. 3 

0.3 

3 

10 

l 

4 

3 

1 

2 

3 

3 

1 

1.4 

1.1 

15.1 

17.4 

0 . 6 

8.0 

0 .3 

0.8 

6 . 0 

1.4 

0 . 8 

2 . 7 

0 . 3 

1.1 

0 . 8 

0 . 3 

0 . 6 

0 . 8 

0 . 8 

0 . 3 

Totalb 211 100 . 0 305 100. 0 363 100.0 
asource : (52) . 

1964 
Numbe r 3 

78 

l 

20 

45 

5 

4 

54 

63 

2 

30 

l 

3 

28 

5 

4 

10 

l 

4 

4 

l 

2 

3 

3 

1 

372 

21.0 

0 . 3 

5 . 4 

12 .1 

1.3 

1.1 

14.5 

l(j . 9 

0 . 5 

8 . 0 

0 . 3 

0 .8 

7 .5 

1.3 

1.1 

2 . 7 

0 . 3 

1.1 

1.1 

0 . 3 

0 . 5 

0.8 

0 . 8 

0 . 3 

100 . 0 

1965 
Numbe r 3 

82 

l 

20 

47 

10 

4 

53 

73 

2 

30 

l 

3 

30 

5 

4 

15 

2 

l 

6 

4 

3 

3 

2 

1 

402 

20.4 

0 . 2 

5 . 0 

11. 7 

2.5 

1. 0 

13 . 2 

18 . 1 

0 .5 

7 . 5 

0 . 2 

0 . 8 

7 . 5 

1. 2 

1.0 

3.7 

0 . 5 

0 . 2 

1.5 

1.0 

0 . 8 

0 . 8 

0 . 5 

0 . 2 

100.0 

bTa bl e 22 differs from Tabl e 24 .in BTN c l assif i cat i on, r eadjusted a c-
cording to the LAFI'ABTN. 
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Table 23 . Ad-valorem duties of selected SITC categories of Peru- LAFTA 
imports in percentagea 

SI TC categories 3 

00 Live animals 0 

01 Meat and prepar ations 0- 12 

04 Cereals and prepara tion 0 - 8 

05 Fruit and vegetables 0 -23 

07 Coffee , tea, cocoa and spices 8-15 

41 Animal oil s and fa t s 5- 8 

53 Dyeing, tanning and coloring 0-2 
materials 

a Source: (52). 

these chapte rs comprise only edibl e products which constitute the bulk 

of i mports f rom LAFTA. Finally category 53, which includes dyeing, tanning 

a nd coloring mate r ia l s, only pays 0- 23. 

In light of its trad ition as a lower duty member, Per u has been very 

reluctant to g rant a large number of concessions in the past round nego-

tiations (see Tab l e 24) . Although in the first annual negotiation (1961) 

the concessions granted by Pe ru r epresented 73 of the total granted by 

all the membe rs; in the following ones a constant participation of 4 . 33 

prevailed up to the 1965 negotiation. 

Pe ru has rece ived , as pointed out before , a number of concessions in 

a direct way through t he bilateral negotiations with t he other LAFTA mem-

bers and through the "Most -Favored-Nation-Treatment Clause". Table 2 5 

includes only the concessions received through the former mechanism. In 
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a Table 24 . Concessions granted by Peru 

Year Annual Cumulative 

1961 227 227 

1962 72 299 

1963 56 355 

1964 9 364 

1965 28 392 

aSource: Tabl e 1. 

Percentage of total number 
of LAFTA concessions 

7 . 0 

3.9 

4 . 3 

4.3 

4 . 3 

this table it can be appreciated tha t the number of concessions granted 

decreased since the 1961 round of negotiations. 

Eleven out of the twelve traditional export products to LAFTA have 

been granted a certain reduction in import duties by the members of the 

zone. Nevertheless, some countries still r equire a previous license for 

certain imports. This is the case of some types of cotton , wool and fish 

oils imported by Colombia and the latter two products when they are im-

ported by Mexico (9). 

3. Negotia ted and non-negotiated trade 

Peruvian intra-zonal trade operates in two forms : Negotiated and non-

negotiated trade. The former comprises all the items over which a con-

cession has been granted by Peru, or received from the other LAFTA members; 

the latter involves thos e exports and imports traded through the normal 

tariff mechanisms applied to non-member countries. In other words, these 

are s ubje ct to import duties . 
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Table 25 . Concessions received by Peru a 

1961 1962 1963 1964 1965 
Country Number 3 Number 3 Number 3 Number 3 Number 3 

Argentina 16 12 . 1 2 3.0 42 39.6 11 42 .3 35 63 . 6 

Brazil 3S 26. S lob 14.9 4 3.8 s 19.2 6 10. 9 

Chile 26 19.7 6 8 .9 9 16.4 

Colombia 33 49.3 23 21.7 2 7.7 

Ecuador 14 13 .2 3 ll . 6 ..... 
0 
+:" 

Mexico 12 9.1 12 17. 9 23 21.7 3 5.5 

Paraguay 16 12 .1 5 19.2 2 3.6 

Uruguay 27 20 . s 4 6.0 

Total 132 100.0 67 100.0 106 100 . 0 26 100.0 SS 100.0 

a Source: (51). 

barazil wit hdr ew two products (28.27.0.01 and 28,27.0.02 of the LAFTABTN classification) over 
which it granted a concession in the first negotiation o 
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As a consequence of the entry into operation of the LAFTA concessions 

in 1962 intra-zonal exports were mainly compos ed of negotiated products. 

They followed an upward trend over the period 1962-64. The drop in 1965 

of approximately 10 million dollars was due to the decreas e in the sugar ex-

ports of that year. According to Table 26, negotiated exports amounted to 

38.5 million dollars in 1962, sharing 793 of the total exported to the a r ea ; 

while in 1964 its value we nt up to 57.7 million dollars, an increase of 103 

in its share. On the othe r hand, non-negotiated exports continuously de-

creased in the 1962-65 period. This trend was generated by the increas ing 

proportion of negotiated itell\S. 

The bulk of negotiated exports was composed of cotton, s ugar and fish-

meal . The three showed increasing shares in the total, 64. 23 and 73.13 in 

1962 and 1965, respectively. This was caused by the rise in fishmeal and 

cotton exports. The former has shown regular yearly increases throughout 

the pos t-LAFTA period, accounting for approximat ely 2 .9 million dollars more 

in 1965. Likewise cotton exports increased its value by approximately 10 

million dollars between 1963 and 1965 ( see Table 27) . 

It is important also to go through this type of export in t erms of 

grouping negotiated products in mining, fi s h and agriculture. The f irst two 

groups followed just the opposite trend in their participation in the total. 

Mining products such as zinc , iron ore, l ead , copper and s ilver, have shown 

a drop in their share. From 28 . 83 in 1962, they accounted for only 12.13 in 

1965. On the other hand fish products comprising fishmeal and fish oil 

practically doubled their participation during the period under analysis ( see 

Table 27). The concessions granted for these products partly generated the 

export expansion. In the first round negotiation of 1961, Colombia a nd 
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Tabl e 26. Per u-LAFTA negotia t ed a nd non-negot ia t ed tradea ( thousand dollars) 

Exeorts Im2orts 
Yea r Negotiat ed 3 Non-negot iated 3 Total Negotiated 3 Non-negotiated % Total 

1962 38 ,521 79 . 0 10,2 55 21.0 48, 776 32 I 921 72 . 9 12 , 266 27 . 1 45,187 

1963 39, 136 7 9 . 7 9,990 20 . 3 49,126 54, 462 87 . 8 7, 526 12 . 1 61,988 ...... 
0 
°' 

1964 57 '718 89 . 4 6 , 819 10 . 6 64 , 537 48,809 82 . 9 1 0 , 052 17 . 1 58 ,861 

1965 47, 491 88 . 4 6, 576 11. 6 54,067 63.174 7 8 . 1 17 , 749 21.9 80 , 92 3 

a Source: ( 49). 
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TablE! 17 . Principal negotia ted export s products a (thousand dollars ) 

LAFTABTN Products 1962 1963 1964 1965 
Value 3 Value 3 Value 3 Value 3 

55. 01. 0. 01 Uncombed and uncarded cotton 22659 58.8 16542 42. 3 2 1314 36.9 26190 55 . 2 

17.01.1. 03 Raw standard sugar with 853 to 903 
of sacharose 9358 23 .9 17251 29.9 3630 7 . 6 

7 9. 01.1. 01 Unrefined z inc and its unrefined 
alloys in lingots 3543 9.2 3150 8 . 0 6500 11.2 4739 10 . 0 

2 3 . 01. 1.02 Non-edibl e marine animals and 
fish meals 2094 5. 4 2725 7 . 0 4236 7 . 3 4906 10.3 

2 6 . 01 .1. 06 Iron or e 2100 5.5 784 2 . 0 1131 1.9 ..... 
0 

74 . 01.3.01 Electrolitically refined copper 4396 11 . 4 3281 8 . 4 894 1.5 76 0.2 
'J 

7 8.01.1.11 Refined lead in bars 776 2.0 1336 3 . 4 846 1.5 384 0. 8 

71. 05. 1. 01 Unrefined s ilver 268 0 . 7 461 1.2 1282 2 . 2 510 1.1 

15. 04 . 2 . 91 Other raw marine animals and fish 
oils 808 2 . 1 1425 2 . 7 7 

Other 2685 7 . 0 691 1. 7 2839 4. 9 7049 14. 8 

Total 38521 100. 0 39136 100.0 57718 100. 0 47491 100. 0 

a Source: Ministerio de Fomento y Obras PU bl icas, Direccion de Industrias, Departamento de ALALC, 
Lima, Peru . 
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Mexico g ranted a concessi on over bot h of t hem and Bra zil and Uruguay di d 

t he s ame with fishmea l (51) . Both coul d be cons i dered examples of t r ade 

c rea tion. Agriculture produc t s (cotton and sugar) shar ed the hi ghest per-

centage of increas e. The ir value rose f rom 22 . 6 to 38 . 5 million dollars 

be tween 1962 and 1964, a lthough in 1965 the d rop of 14 million dollars in 

s ugar exports caus ed a de crease of nearly 8 mill i on in the t ot al of nego-

tiat ed exports in that year (see Ta ble 27). Cotton has had a concession 

since the firs t negotiat ions ( 1961 and 1962). Most of the member countries 

g r a nted it (51). In Table 27 t he item "other" compr ises all the products 

not included in the sampl e ana l yzed involving a l so t hose which are non-

tra ditional exports. The entry f or " othe r" has been incr easing its absolute 

a nd r e lative value in the 1963- 65 year s. It s hows an i ncr ement of app r oxi-

mate ly 6.3 million dollars, s haring 14. 83 in 1965 . In othe r wor ds this in~ 

c r ement implies that negotiated exports a r e expanding t owa r ds the inc l us i on 

of a hig her proportion of new negotia t ed items . Neverthel ess , this fact 

does not change the stil l high dependence upon t r ad itional e xports products . 

I t seems that the cha nges in the value exports of some negotiated i tems (e . g . 

mining products) were only s lightly i nfl uenced by the concessions granted 

over t hem. 

In the case of intra-zona l i mpor ts , the r ea l impact of the LAFTA con-

c ess ions was first reflected in 1963, whe n pract ical l y 883 of t he t otal i m-

porte d from the area came in the f orm of negot iat ed products . Impor ts from 

LAFTA have been promoted by the concess i ons grant ed by Peru. The Peruvian 

Na tiona l Schedule has included s ince 1961 mos t of the p r oducts i mpor ted from 

the area , including differe nt types of meat s, f ruits (f r esh, dried and canned), 
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and some ce r eals s uch as wheat, barley and corn (SO). In 1964 the propor-

tion decreased to 833 r epr esenting 5.6 million dollars less than in 1963, 

but in the following year negotiated imports recove red 63 .1 million dolla r s 

which is the highes t value for the 1962-65 period. On the other hand, non-

negot i ated imports have be en increasing in a bsolut e and relative values , the 

forme r by nearly 10 million dol l ars, and the latte r Erom 12 .13 to 21 . 93 i n 

1963 a nd 1965 , respectively (see Table 26) . It ca n be inferred from this 

tre nd that imports from t he r egion are expa nding in t e rms of non- negot iated 

imports. The negotiat ed import scheme i s comprised mainly of concess ions 

on food a nd edible products such as wheat, live cattle, beef, a pples , canned 

frui t s, dried plums , pea r s, lentils and mutton . Nevertheless, its s hare in 

the total negotiated imports has been decreasing since 1963. Thi s decrease 

was approximately 4.53 and 53 between 1963-64 and 1964-65 , respectively (see 

Table 28 ). Wheat, live cattle and beef a r e the l eading products, but only 

wheat has shown r egular increases during the 1962- 65 period, up to 9 million 

dollars. 

The a nalysis in count ry terms wil l be made through Tables 29 and 30. 

Along the four years of the pe r iod under analys i s negotia t ed e xports went 

mainly to Argentina, Brazil and Chile. On the othe r hand, Argentina was 

the main source of negotiated i mport s in the area and even in the total im-

ported by Peru. 

Peruvian negotiated exports to Argentina followed an upward tre nd that 

s tarted in 1963. They show an increment of around 14 million dollars be-

t ween 1963-65 (see Tabl e 29) . It seems that the concessions granted by 

Argentina in 1961, over cotton and iron ore , fos ter Peru's export expansion 
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Tabl e 28 . Principa l negotiated import productsa (thousand dollars ) 

LA FT AB TN Product 1962 1963 1964 1965 
Value 3 Value 3 Value 3 Value 3 

10. 01. o. 01 Wheat 182 31 55.4 23829 43 . 8 26630 54 . 6 27682 43. 8 

01. 02 .1 . 92 Live ca ttle 5674 17. 3 18196 33.4 5801 11.9 8694 13 . 8 

02 . 01.1. 01 Fresh refrigerated or frozen beef 1686 5.1 2771 5. 1 2724 5.6 4417 7 . 0 

08 . 06.0 . 01 Fres h apples 480 1.5 636 1.2 117 3 2.4 2213 3.5 

20.06 Canned fruits, with natural juice 
or syrup 544 1. 7 1256 2 . 3 1247 2 . 5 1317 2 .1 

48.01.1.01 Newsprint paper 7 01 2 . 1 901 1.7 615 1.2 838 1.3 ..... ..... 
02 . 01.1.11 Fresh r efrigera ted or frozen mutton 161 0 .5 289 0 .5 670 1.4 2123 3 .4 0 

41. 01.1. 01 Dried or sal t ed cattle s kins 899 2 . 7 415 0 . 8 332 0 . 7 1197 1.9 

07. 05.1.2 9 Lentils 17 6 0.5 17 6 0.3 363 0 . 7 400 0 . 6 

08 . 12 . 0 . 03 Dried plums, with seed 103 0 . 3 127 0. 2 180 0 .4 259 0. 4 

08 . 06 . 0 . 02 Fresh pears 74 0 . 2 126 0 . 2 162 0 . 3 195 0.3 

32 . 01.0 . 02 Quebracho tanned l eather extract 482 0.9 825 1.7 858 1.4 

56. 01. 2 . 01 Uncombed and unca rded artificial 
t extile f ibers 209 0 . 4 422 0 . 9 262 0 . 4 

Other 41 92 12 .7 5049 9 . 2 7665 15 . 7 12719 20. 1 

Total 32921 100 . 0 54462 100 . 0 48809 100 . 0 63174 100 . 0 

a Sour ce : Ministerio de Fomento y Obras Pllbl icas , Direccion General de Indust r ias , Departamento 
de ALALC, Lima , Peru . 
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in those two products (51). Both of them represented more than half of the 

tota 1 negotiated expor ts to this country (see Table 5 7 ) • Regarding ne-

got iated imports, approximately 7(]'/o was shared by wheat and live cattle. 

The two of them had been duty-free long befor e LAFTA was organized . This 

was also the case of beef and mutton . On the other hand Quebracho tanned 

leather extract increased its exports since 1963, as a consequence of the 

concession g rant ed by Peru in 1962 (see Table 57) . 

Althoug h negotiated imports from Argentina declined its participation 

in the total, f rom 90% to 75 . 33 between 1962 and 1965, respectively (see 

Table 30) , this country is the LAFTA member utili zing the Peruvian concess ions 

to g r eatest benefit . This explains the import surplus , in each year of the 

1962-65 pe ri od, s hown by the negotiated tra de with Argentina (see Table 29) . 

Brazil has been the most important market in the a r ea for mineral ex-

ports . The concessions g ranted by this country for zinc, copper, silver and 

lead (51) were negotiated in the 1961 round of negotiations . Copper a nd zinc 

a r e the l eading products . Together they sha r e more than 703 of the total 

negotiated exports to this country ( see Tabl e 57). Nevertheless, the decline 

that took place with thes e two products caused a decrease of 5 million dol-

l a rs in the total negotiated exports in 1965. The level of 8 million dollars 

that applieu during the 1962-64 years d ropped to only 3 million dollars (see 

Table 2 9) . Brazil hasbecomeasignificant source of imports only since 1965 . 

In this year Brazil made use of the concessions grant ed by Peru in 1963 

and 1961 over products 1 ike turret lathes for metal works and data processing 

machines (52) . Both of these products represented 453 of total negotiated 

imports from Brazil in 1965 (see Table 57) . 
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Table 29 . Peru-LAFTA negotiated and non - negotiated trade by countriesa (thousand doll a rs) 

Country Commodity 1962 1963 1964 1 965 
Exp . I mp . Ba l. Exp . Imp . Bal. Exp . Imp . Ba l. Exp . Imp. Bal. 

Argen- Negotiated 7124 2 9622 - 22498 4083 47695 - 43612 13151 39927 - 26776 18104 47578 - 2 947 
l i na Non-neg . 1136 423 713 2189 1340 849 1056 1570 -514 1542 1641 - n 

Braz i l Negotiated 8994 75 8919 8082 31 8051 8748 260 8488 3827 627 3200 
Non - neg . 207 9 1777 302 1815 953 862 1413 1 089 324 1457 8694 72 37 

Chil e Negotiated 19445 2527 16918 202 31 3436 16795 25850 3992 21858 14912 5536 9376 
Non- neg . 4220 939 3281 4539 872 3667 3094 1018 2076 2507 1421 1086 

Colombia Negotiated 1621 214 1407 2750 482 2268 4229 1486 2743 
Non- neg . 1 000 4706 - 3706 115 2058 -1943 95 2667 - 2572 89 3055 - 2966 

...... 
Ecuador Negotiated 499 2055 - 1556 681 2044 -1 363 549 3495 - 2946 ...... 

N 
Non - neg . 1527 3185 - 1658 1091 267 824 1085 1788 - 703 823 67 5 148 

Mexico Negotiat ed 1770 490 2307 423 3606 956 2650 4247 1670 2477 
Non-neg . 24 1169 - 1145 119 1907 - 1788 20 1811 - 1793 97 2086 - 1989 

Paraguay Negotiat ed 1 156 - 155 1 143 - 142 284 - 284 3 461 - 458 
Non-neg . 7 5 2 6 2 4 10 14 - 4 14 10 4 

Uruguay Negotiated 1187 51 1136 2312 465 1847 2932 864 2068 1620 2321 - 701 
Non-neg . 262 62 200 116 127 -11 46 95 49 47 167 - 120 

LAFTA Negotiated 38521 32 921 5600 39136 54462 - 15326 57718 48809 8909 47491 63174 - 1568 3 
Non - neg. 10255 12266 - 2011 9990 7 526 2464 6819 10052 - 3233 6576 17749 - 11173 

a Source : (49) . 
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In gene r a l t e rms , negotiated trade with Brazil has shown export sur-

pluses du ring the period 1962 - 65 . On the other hand mos t of intra - zonal i m-

ports f rom t his country were accounted for by non- negotia t ed products . The 

s ubstantial amount of rice imports in 1965 brought up the value t o 8 . 7 

million dolla r s ( see Table 29) . 

Chil e i s the main export ma rke t for Peruvia n products in the LAFTA 

area . It s ha r ed most of the negotia t ed export s t o the zone , a lthough ex-

ports to it declined during the 1962- 65 pe riod, 50 . 53 t o 31 . 43 respectively 

(see Table 30). The va lue of negotiated exports increased by approximately 

1 and 5 million dolla r s between 1962-63 a nd 1963- 64 ( see Tabl e 29) . The 

bulk of them, cot t on and s ugar, we r e negotiated by Chile s ince 1961 (51) . 

Suga r exports dras t ical ly declined by 14 million dollars in 1965 due to 

ma r ket ing proble ms and to the rise in the Chil ean production of sugar beet 

(see Tabl e 57). This explains the drop of 10 million do l l a r s in the total 

negotiated exports t o Chile i n that year ( see Table 29) . 

Negotia t ed i mports from Chile r eflect an expans i on generated by the 

Peruvian concessions . Most of the edible and food pr oducts imports from 

Chile en joy concessions grant ed by Peru in the first negotiation (1961) (52) . 

Al l f ruit imports (fresh, dried and canned) have s hown r egula r yearl y in-

creases in the 1962 - 65 pe riod . In 1965 they amount ed to 3 . 7 million dollar s 

compared to only 1 .1 million dol l a r s i n 1962 ( see Ta bl e 57) . L i kewise in 

this same pe riod, total negotia ted imports more t ha n doubled in value (see 

Table 29) . Another importa nt as pect of the Peru-Chile t r a de i s the pos itive 

balance of trade achieved in negotiated and non-negot iated t erms (see Table 

2 9) . 
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Colombia and Ecuador will be analyzed together because these t wo 

countries held their first negotiation at the end of 1961 and in April 1962 

(51) . Negotiated tra de practically began in 1963 for both of them . In 

the case of Colombia n negotiated trade , exports a nd imports have been con-

tinuous l y increasing throughout t he 1963- 65 period . Exports rose from 1 . 6 

million dolla r s in 1963 to 4 .2 million dollars in 1965 (see Table 29) , 

representing more than double the shar e over total negotiated exports (see 

Tabl e 30) . Likewise , negotiated imports increased by approximately 1 . 3 

million dolla r s between 1963- 65 . But the bulk of imports from Colombia were 

non-negotiated items, which increased in value by 1 mill i on dolla r s in the 

same period (see Tabl e 29) . As a consequence of this fact Colombia has shown 

import s urpluses for both its negotiated and non-negotiated t r ade . 

Colombia is the main export market for f ish products in LAFTA. Fish-

mea l exports tripl ed in value betwee n 1963-65 and f ish oils (raw and r efined) 

followed the same trend ( see Table 57) . All of them we re g r anted a conces -

s ion by Colombia i n the firs t negotiation by this country (April 1962) (51). 

In a certain way these expor t pr oducts can be quoted as trade creation ex-

amples due to t he real impact of the concessions and the fact that before 

the negotiation the r e we r e practically no exports of them to Colombia . In 

import t e rms, synthe tic t extil e fi bers was the main product traded in 1963-

64. They accounted for nearly 983 a nd 883, r espectively. In 1965 the im-

port picture a l so incl uded live catt l e and mutton as other significant items 

( see Table 57) . 

The development of Pe ru' s intra - zonal trade with Ecuador can be explained 

in terms of the s t a tus of relative ly-lesser-developed-country e n joyed by the 
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Tabl e 30 . Partic i pat ion of Peru- LAFTA negot i ated and t1on - negot iated trade by countr iesa 
(in percentag e ) 

Negotiated Non- negotia t ed 
Count ry E~or ts Im12orts Ex12orts I m12orts 

1962 1963 1 964 1965 1962 1 963 1964 1965 1962 1 963 1964 1965 1962 1963 1964 1965 

Argentina 18. 0 10 .4 22 . 8 38 . 1 90.0 87 . 6 81 . 8 7 5. 3 11. l 21. 9 15.5 2 3 . 4 3 . 5 17 . 8 1 5 . 6 9. 2 

Brazil 21. 3 2 0 .7 1 5 . 1 8 . 1 0 . 2 0 .5 1. 0 20. 3 18 . 2 20 . 7 22 . 2 4 .5 12 . 7 10 . 8 49. 0 

Chile 50. 5 51. 7 44. 8 31. 4 7 . 7 6.3 8 . 2 8 . 8 41. 1 45.4 45 . 4 38 . 1 7 . 7 11. 6 1 o. l 8 . 0 

Co l omb i a 4.1 4. 8 8 .9 0 .4 1.0 2 . 3 9 .7 1.2 1.4 1.4 38 . 4 27 .3 26 .5 17 . 2 

Ec uador 1. 3 1.2 1.2 3. 8 4 . 2 5 .5 14.9 10. 9 15 . 9 12. 5 26. 0 3 . 6 17 . 8 3. 8 

Mexico 4 .6 5.9 6 . 2 8 .9 1.5 0 . 8 1. 9 2 . 7 0 . 2 1. 2 0 .3 1.5 9.5 2 5.3 18 . 0 11. 8 

Parag uay 0 .5 0.3 0 . 6 0 .7 0 .1 0. 1 0 . 2 0.2 0 . 1 

Uruguay 3 .1 5.9 5.1 3. 4 0 .1 0. 8 1.8 3 .7 2 . 6 1.2 0 .7 0 .7 0.4 1.7 L O 0 .9 

LAFTA 100.0 1 00. 0 100.0 100. 0 100 . 0 100.0 1 00.0 100.0 100 . 0 100. 0 100 .0 100.0 100. 0 100.0 100 . 0 1 00 . 0 

a Source: Ta bl e 29. 

...... ...... 
VI 



www.manaraa.com

116 

latter o As a consequence of this situation most exports have been non-

negot i ated , whil e most imports were negotiated products (see Tabl e 29) . 

Imports of negotiated products f rom Ecuador followed an upwa r d trend in 

its sha r e in the total of negotiated imports from the area . They account ed 

[o r 3. 8% and 5 . 53 in 1963 and 1965 , r espective ly ( see Table 30) . Cotton 

was the l ead ing negotiated export . Corn in g r a i n , and live cattle 

represented s i gnificant negotiated imports . For exampl e , live ca ttle i m-

ports doubl ed its value f r om 1.2 to 2 .4 million dollars between 1963-65 

(Sec. Tabl e 57 ) . 

Intra-zona l trade with Mexico s hows the fo llowing development : most 

of the. Pe ruvian exports we re negotiated produc t s such as fishmeal . This 

product sha r ed t he highes t propor tion of the total negotiated exports to 

Mex i co , a nd its val ue in 1962 , 1 . 8 million dollars, increased t o 4 . 2 million 

dollars by 1965 (see Table 57) . This increment was reflected i n the rise 

of Mexican negotiated exports , 8 .93 of the tota l negotiated exports to 

LAFTA in 1965 (see Table 30 ) . On the other hand , most of the Mexica n 

produ c t s importe d into Peru were non-negotiated items which inc r eas ed in 
'\ 

valul.! by nea rly one million dollars between 1962 and 1965 (see Table 29) . 

Nevl.!rthel ess , negotiated items imported f rom Mexico r e present products t o 

which some trade creation effect s ca n be atta ched . Thi s is the cas e of 

iron and steel cylinders a nd pipes that were not traded befor e 1962 a nd 

1963, respect ive ly, due to the lack of a Pe ruvian concession (52). The 

s ituation of the Peruvian int r a-zonal trade with Mexico implies that Pe ru 

is utilizing, for its products, the concess ions granted by Mexico to a 

higher deg r ee than this country is doing with the Peruvian concessions . 



www.manaraa.com

117 

In this sense, Peru maintains a pos itive balance of trade due to the s ub-

s tantial amou nt s of fishmeal exports (see Ta ble 29) . 

Paraguay has been a s ig nificant market only for Quebracho tanned 

leathe r ext ract which was traditionally supplied by this country together 

with Argentina . The concession granted in 1962 over this product promoted 

even more its import (52) . The total of negotiated imports from Paraguay 

followed the uprising trend of its main component the Quebracho extract . 

Both doubled its value between 1963-65 (see Table 57). 

Uruguay has a bsorbed increasing amounts of negotiated expor ts between 

1962 and 1964 (see Table 29) a lthoug h the leading export, cotton, maintained 

a fairly cons t ant value, ar~nd one million dollars, t hroughout the period 

under a nalysis (see Table 57) . Uruguay g ranted a concession over cotton 

in the 1961 negotiation (51). The ris ing trend in exports resulted in ex-

port surpluses for 1962 - 64, but in the last year of the period , 1965, the 

balance of negotiated trade turned into a negative one (see Table 29) , 

partly due to the decl i ne of approximately 800 and 400 thousand dollars in 

cotton and z inc exports (see Table 57) . Imports from Uruguay a r e composed 

primarily of meat (beef and mutton) a nd cattle viscera (see Table 57) . All 

enjoy a concession g rant ed by Pe ru since 1961 (52). 

4. Patterns a nd trends of Peru-LAFTA trade 

The evol ution of Peru' s intra-zonal trade be tween 1950-65 can be 

better a nalyzed if two separate periods a r e take n into account: the pr e -

LAFTA (1950-6 1) and the pos t-LAFTA (1961-65) period . The main purpose of 

this breakdown is to a rr ive at a comparison between both periods which will 

reflect to a certain extent the effects of the LAFTA me chanisms upon the 
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Jl!vl! lopmcnt o( intra-zonal trade. 

During the pre-LAFTA period (1950-61) Peru's trade with the area was 

carried out within a framework of a number of bil a teral agreements, some 

of which are stil l in force (53). The post-LAFTA period comprises the 

yea r s a fter the signature of the Treaty of Montevideo (1961-65), although 

the concessions granted by the first round negotiation (Montevideo 1961) 

did not enter into operation until 1962. 

During the first half of the decade of the 1950's, the present LAFTA 

marke t played an important role. Exports to this bloc represented above 

203 ol global exports . This high level of participation has not been 

reached in more recent years (see Table 32). In 1952 intra-zonal exports 

amounted to 66.6 million dollars which is the highest value in the whole 

period (1950-65) under a nalysis (see Table 31) . This upper peak was 

genera t ed by the substantial increases in cotton and sugar exports ; togethe r 

they account ed for nearly 45 million dollars (see Table 38). In the follow -

ing yea r s e xports to the nrea reflected a decline. From a yearly level of 

abou t 40 mi llion dollars during the late 19SO's, exports decreased to 31.5 

mil l ion dolla rs in l 9bl (see Table 31); this represented a low share of 

o . 43, t he lowes t percentage in the post-LAFTA period (see Table 32 ). 

I ntra -reg ional imports on the other hand, a mounted, with s light va ri-

ations , to around 20 million dollars between 1951-59. In relative terms 

Peru ' s pa rtic i pation in global imports declined from 7 . 93 to 5.33 betwee n 

19 so - .) 0 • Although a s lig ht recovery took place in the following years 

(to 6 . 8% in 1961) , th c high s hare of total intra-zonal trade in the fir s t 

part of thl! d ecade of the 1950' s has not been reached again (s ee Tabl e 32). 
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Table 31 . Peruvian intra-zona l - extr a - zonal and global 
a 

trade (thou sand dol l a r s) 

Intra-zonal Extra-zonal Global 
Year Exports Imports Tota l Exports Imports Total Export s I mports Total 

1950 51'199 14,663 65,862 142,387 171,576 313,963 193,58 6 186,239 37 9, 82 5 

1951 50 ,375 20,991 71, 366 202'142 258,709 460,851 2 52, 51 7 279 ,700 532 , 217 

1952 66,633 17,714 84, 347 172 , 103 269 , 835 441,938 238,736 287,549 526, 285 

1953 51,212 17 '943 69,155 17 0 ,770 274,915 445,685 221,982 292 ,858 514,840 

1954 39,918 21, 081 60,999 207 ,690 228,619 436 , 309 247 '6 08 249 ' 700 497,308 

1955 49,941 23 ,1 03 7 3' 044 220,911 277 ,207 498,118 270 , 852 300,310 571,162 
...... 

1956 46,859 20,284 67, 143 264,566 363 , 879 62 8, 445 311,425 384, 163 695 ,588 
..... 
\0 

1957 44, 7 02 30, 111 74,813 285 ,2 94 419,514 704,808 32 9, 996 449 , 62 5 779, 621 

1958 38, 149 20,739 58,888 253,295 361,962 615 , 257 291,449 382 '7 01 674,145 

1959 46, 715 20,783 67 ,498 267 ,482 296,596 564,078 314,197 317, 37 9 631, 576 

1960 33,484 27 '52 9 61,013 399,548 347,225 746,77 3 433' 032 374 ,754 807 ' 786 

1961 31,548 31, 82 6 63,374 464, 7 89 437, 562 902 ' 351 496,337 469,388 965,7 2 5 

1962 48, 776 45, 187 93,963 491,271 491, 7 52 983, 023 540, 047 536,939 1, 076 , 986 

1963 49 I 12 6 61,988 111,114 492 , 179 495, 140 987, 319 541, 307 557, 126 1, 098 , 433 

1964 64, 537 58,861 123,398 602' 531 520 , 840 1,123,371 667,068 579,701 1,246,769 

1965 54,067 80, 92 3 134,990 613,690 648,851 1 , 2 62 ' 81 0 667 ,757 729 ,774 1, 397 , 800 

a source: (38). 
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In gene ral terms, the Peruvian intra - zonal trade showed opposing ten-

dencies fo r exports and imports during this period . Exports to LAFI'A fol-

l owed a declining trend, growing at the negative r ate of 4.33, whil e im-

ports increased 1173 growing at 7.33 annua lly (see Table 33) . 

The 1950-61 period showed a pos itive balance in terms of export s ur-

pluses . Export values were f a r a bove imports, al though the fo rmer followed 

a dec r eas ing trend as opposed to the growth in imports . Peru' s trade with 

the acL ual LAFTA a r ea declined and export su rpluses in the late 1950' s 

were g r a dually decreasing . 

During the yea r s of the post -LAFfA period (1961-65), basic cha nges 

took pla ce in the development of Pe ru's trade with LAFTA. It appears t ha t 

the ent ry into force of the concessions granted through the round of nego tia-

tions fostered s uch changes . 

Table 32 . Participation of Pe ruvian intra-zonal and extra-zonal trade in 
Pe ru' s g lobal tradea 

Intra-zonal Extra-zonal 
Year Ex2orts Im2orts Total E.Xports I m2orts Tota l 
1950 26 . 4 7 . 9 17 . 3 73.6 92 . 1 82 .7 
1951 19 . 9 7 . 5 13 . 4 80 . 1 92. 5 86.6 
1952 27 .9 6 . 2 16 . 0 7 3 . 1 93.8 84.0 
1953 2 3 . 1 6 .1 13.4 76 . 9 93 . 9 86 . 6 
1954 16.1 8 . 4 12 . 3 83 .9 91. 6 87. 7 
1955 18 . 4 7 . 7 12 . 8 81.6 92. 3 87 . 2 
1956 15 . 0 5.3 9. 7 85 . 0 94.7 90 . 3 
1957 13 . 5 6 . 7 9.6 86 . S 93 . 3 90.4 
1958 13.1 5 . 4 8.7 86 . 9 94. 6 94.6 
1959 14 . 9 6 . 5 10. 7 85.1 93. 5 89.3 
1960 7 . 7 7.3 7.6 92. 3 92 . 7 82 .4 
1961 6 . 4 6 . 8 6 . 6 93 . 6 93 . 2 93 .4 
1962 9. 0 8.4 8 . 7 91.0 91.6 91. 3 
l 9o3 9.1 11.1 10. 1 90 . 9 88 . 9 89 . 9 
1%4 9 . 7 10. 1 9 .9 90. 3 89 . 9 90 . 1 
l %5 8 .1 11. l 9.7 91.9 88 .9 90.3 

.'.ISourc~ : Ta bl e 31. 
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Both intra-zonal exports and imports expanded . Nevertheless this 

post-LAFTA period shows a net import surplus of around 30 million dollars 

for the whole period (see Table 31) . In general terms this expansion has 

been translated into a net increment of Peru's trade with the area . An-

alyzing this period through Table 31, one may appreciate how the rising 

trend s tarted in 1960, continued throughout the period up to 1965. 

The trend followed by intra-zonal trade is a reflection of the cor-

respondent s irnilar tendencies of intra-zonal exports and imports. Exports 

to the area, for examp l e, showed a low value of 31.5 million dollars in 

1961 be cause sugar exports we re diverted from Chile to the USA as a res ult 

of the price rise after the Cuban crisis. Nevertheless, during the follow-

ing years intra-zonal exports recovered, reaching 64.5 million dol lars i n 

1964 (see Table 31). This means a s hare increment of 3.33 between 1961-64 

(see Ta ble 32) . Even though intra-regional exports declined by 10 million 

dollar s in 1965 , the rate of growth of the post-LAFI'A period averaged 14.43 

per year ( see Tabl e 33). 

Intra-zonal import s were the main factor of the increment of Peruvian-

LAFTA trade. Imports from the zone increased by 154%, more than two times 

the 713 inc r ease s hown by the intra-zonal exports, and grew at a rate of 

26 . 3% pe r yea r ( see Table 33) . The yearly increases reached their peak 

between 1964-65, when imports from LAFTA accounted for an additional amount 

of 22 million dollars (see Table 31), and shared 11.13 of g lobal imports , 

in relat ive t e rms ( see Table 33) . 

A comparison of intra-zonal trade with extra-zonal and global trade 

will permit a clear view of the dynamic development of the former in the 

past-LAFTA pe riod (1961-65). 
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Table 33 . Peru - LAFTA trade developmenta 

Percentage of increase Annual cumulative growth rate 
Country 1950-61 1961-65 1950- 61 1961-65 

Exports Imports Exports Imports Exports Imports Exports Imports 

Argentina -14 207 141 134 -1.4 10.8 24.5 23 . 3 

Brazil 619 1209 38 837 19 . 7 26.3 805 74 .5 

Chile -49 47 21 110 - 6 . 0 3 .5 4.9 20 . 3 

Colombia - 85 b 356 -15.7 c 46 . 2 1.6 - 7 
r-

Ecuador 63 -76 28 265 4 . 5 - 13.6 -4.6 38.2 r-.; 
r-.; 

Mexico 785 85 376 380 21.0 5.7 48.0 15.3 

Paraguay 240 640d oe 324 11.8 20.od oe 43.4 

Uruguay -74 -51 17 1282 -1.4 -6. 3 4.1 91.7 

LAFI'A -38 117 71 154 -4.3 7.3 14 . 4 26 . 3 

a source: Tables 36 and 42. 
b 70,867' because the values in 1950 and 1961 were 6 and 4,258 respectively. 

crhe value for 1950 was too small, 6 . 

dNo significant imports between 1951-55. 

eThe value for 1961 and 1965 was 17 . 
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Ill exports t e rms , both extra- zo nal and g l obal exports g r ew at pr ac-

ticnlly half the r ate of intra-zonal. On the other hand in the case of 

int ra-zonal imports the diffe rence is even bigger: whil e imports from LAFTA 

grew at 26 . 33, extra - zonal and global imports increased at 10 . 43 and 11. 73 

respect ive ly . Finally total trade with LAFTA grew at more than doubl e the 

rate for the trade with third countries and the total global trade of Peru 

(see Table 34) . 

Tabl e 34 . Pe ruvian intra-zonal , extra-zonal a nd g lobal trade annual cu1ID..l-
l a tive growth ratesa 

Period Intra - zonal Extra- zonal Gl oba l 
Exports Imports Tota l Exports Imports Total Exports; Imports Total 

1950- 61 -4.3 7 . 3 - 0 . 4 11. 3 . 8 . 9 10. 1 8 . 9 8 . 8 8 . 8 

1961-65 14.4 26 . 3 21. 0 7 . 2 10.4 8.8 7.7 11.7 9 . 6 

'\ •Source : Tabl es 31 and 33 . 

Looking a t the participation of intra-zonal trade in Peru' s G. D.P., 

the following observation can be made: in Table 35 we can see that the 

share of intra-zonal trade s howed a declining trend between 1950-61 . The 

5 . 83 share of 1950 dropped to 2 .53 in 1961. In the post-LAFTA period a 

slight recovery took place, intra- zonal trade accounted fo r approximately 

3.23 of G. O. P. In other words, the contribution of intra-zonal trade t o 

G.D.P . hns become l es s important during the final years of the 1950 ' s and 

first years of the d~cade of the 1960 ' s. 
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a Table 35 . Gross domestic product and Peru-LAFTA trade (million dollars) 

Peru-LAFTA trade 
Yea r G. U. P. Value ParticiEation in the G . D.P.(%) 

Exports Imports Total Exports Imports Total 

l950 1124.05 51 14 65 4.5 1.3 5.8 

1951 1396.23 50 20 71 3.6 1.5 5.1 

195L 1447 . 99 66 17 84 4.6 1.2 5 . 8 

1953 1430.10 51 17 69 3 . 5 1.2 4.8 

1954 1461 . 2 7 39 21 60 2 . 7 1.4 4 .1 

1955 1648 . 34 49 23 73 3 . 0 1.4 4 . 4 

1956 183b .l2 46 20 67 2 .5 1.1 3 . 6 

1957 2007 . 86 44 30 74 2 . 2 1.4 3.7 

1958 1823 . 56 38 20 58 2 . 1 1.1 3 . 2 

1959 1816 . 92 46 20 67 2 . 5 1.1 3.7 

1900 L2 07 . 01 33 27 61 1.5 1.2 2 .7 

l 9ol 2513. 8 9 31 31 63 1.2 1. 2 2 .5 

1962 2889 . 00 4 8 45 93 1.6 1.0 3 . 2 

1903 3170 . 80 49 61 111 1.5 1.9 3.5 

1964 3755 . 86 64 58 123 1.7 1.5 3.2 

1965 4592 . 09 54 80 134 1.1 1.7 2 .9 

.'."!Source : Tabl e 30 and (37) . 
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S . lnu:·a - ~onal tra d e 

The p r esent pa rt will deal with Peru-LAFTA's intra-zonal trade . This 

important asp e ct of the Peruvian members hip will be treated in country and 

in product t erms . 

Intra - ~onal exports - 'I'wo main aspects mus t be consider ed in the analy-

sis of intra - zonal e xports . On the one hand the market concentration, and 

011 t.hc othc r the product co ncentration. Practica lly speaking Argentina 

anJ Chile , with fcw exceptions, have been t he main export markets in the 

LAFTA <lrca . This fac t was t rue during the pre- and post-LAFTA periods (1950-

ol .111d 1961-65) . Bo th countries account e d for more than 653 of total 

Peruvian exports to the zon e (see Ta ble 37 ). 

As has been point ed out in other parts of this work, Peruvian expor t s 

consisted mainl y of the so-ca l l e d "tra ditional products": twelve products 

usually grouped in agriculture , fish and mining products. Both before and 

arter LAFTA was organized , the ag riculture g roup composed of coffee, cotton , 

s ugar, and wool r e presented the bulk of Peruvian exports to the zone. 

Slig-htly , above 503 was shared by this g roup ( see Table 41); Cotton and sugar 

togl!th.c r sha r ed be tween 503 a nd 60% ( see Table 39) during the 1950 - 65 

pl!L"iod . This increase was generated by the rising tre nd of cotton exports 

sta rted in 1963 (9 million dollars increas e from 1963 to 1965) ( see Table 

3H) , whilt.! s uga r export values were below the level r eached in the pre -

LAFTA years . Fish products like fis hmeal a nd fis h oil, have been traded 

... incc 1Q52 , but no t until the early 1960' s a nd 1963, r es pectively, did these 

tro pruJ uct .; s t art their dramat ic increase . Both products were granted con-

ccs 51011s in the first round negotiation . The fish g roup accounted for 9 . 6 

mil lion dolla r s of exports in 1965 compare d to the l ow value of 2 .4 million 
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Tabll.:! 36 . Peruvian intra-£:onrJ.l exports by countriesa ( t housand uollars) 

Year Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA 

1950 9 , 448 531 2 8 ' 322 6,172 1,173 1 03 5 5 ' -445 51'199 

1 951 l.:+ , 02 3 3, 1 00 19,171 5,S04 1 , S28 13 2 7 , 034 so' 37 s 
l 9S2 10 ,7 77 S07 42 , 07 9 5, 148 2,lSS 11 12 5 , 944 66,633 

19S3 6,61 8 2SO 30 , 09-+ 7 '421'.1 2,S59 2 1 9 4,233 51,212 

1954 6 , 045 593 2 6 , 2 OS 3, 022 2 ,2 96 58 9 1,690 39,918 

195S 4 , 845 6 90 36 , 2 93 3, 116 3' 902 32 181 9S2 49, 941 

195 6 S,303 1 , 934 27,380 5,933 3, 87 6 107 S30 1, 7 94 46 , 859 ..... 
N 

°' 1957 6 , 499 2,481 2 6 ' 2 55 1, 074 4 , 775 323 3 , 2 95 44, 7 02 

1958 2 ' 617 1,539 2 9' 474 1, 063 2 ,706 21 9 8 52 3 38 ,1 49 

195 9 10 , 016 1,431 29,719 1,400 2 '824 576 5 744 46' 715 

1960 9,466 2,1 15 16,S22 771 3, 132 805 8 667 33 , 486 

1961 8 , 153 3 , 820 14 , 364 946 1, 912 912 17 1 , 424 31, S48 

1962 8 , 260 11, 07 3 23,665 1, 000 1, 527 1, 7 94 8 1,449 48, 776 

1963 6 , 272 9 ' 897 24 , 770 1 , 7 36 1,590 2 ,42 6 7 2 , 428 49,1 26 

1 964 14 ,2 07 10 , 161 28 ' 944 2 , 845 1 ,7 66 3 ' 626 10 2 ' 978 64 , 537 

1965 19 , 646 5 ,2 84 17 '419 4 , 318 1 , 372 4,344 17 1,667 54,067 

a Source: (38). 
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dollars returned for 1962 (see Tabl e 40). This represents in relative 

terms an increment of 133 (see Table 41) between 1962-65 . Fishmeal exports 

alone increased by 83 or 4.5 mill ion dollars (see Tables 38-39). On the 

other hand, mining products, represented by copper, crude petroleum, iron 

ore , lea d, s ilver, and zinc averaged approximately 103 of total exports to 

LAFTA in the 1950-61 period, and in the following years (the post-LAFTA 

period) they achieved higher percentages (see Table 41) . Nevertheless , 

the upward trend fol lowed by the participation of the fish group in the 

total exported to LAFTA was achieved at the expense of the mining group. 

Among the six mining products taken into consideration only petroleum, 

which was traded long befor e LAFTA was organized with a fairly constant 

export value of 2 million dollars (see Table 38) and z inc, specially in 

its s hare for the post -LAFTA years, r ea ched significant values in intra-

zonal exports . 

The non-traditional products are comprised in "other" ; this group 

has been dec r easing its importance in the export scheme. They accounted 

for 7 .4 million dollars in 1962 (see Tabl e 40) which amounted to 15.33 of 

total intra- zonal exports (see Table 41), compared to the values achieved 

in 1965 : 5 . 1 million dollars (see Table 40) and only 9.53 (see Table 41) . 

It can be inferred from this decline that the Peruvian intra-zonal exports 

were more divers ified in t he decade of the 1950's in which nearly 253 of 

the export s to the area were composed of these products while in the post-

LAFTA yenrs they became more concentrated in the traditional products part-

ly due to the concessions g ranted over them . 
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Table 37. Country's participation in the peruvian 
a 

intra-zonal expor ts (in percentage) 

Year Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA 

1950 18 . 45 1. 04 55.32 12 . 05 2 . 2 9 0 . 20 0. 01 10. 64 100 . 00 

1951 27 . 84 6.15 38 . 06 10. 93 3.03 0 . 03 13.96 100 . 00 

1952 16.17 0 . 76 63 . 15 7 . 73 3 . 23 0 . 02 0 . 02 8 .92 100. 00 

1953 12 . 92 0. 49 58 . 76 14.50 5.00 0 . 04 0 . 02 8 . 27 100.00 

1954 15 .14 1.49 65 . 65 7.57 5. 7 5 0 . 15 o. 02 4.2 3 100. 00 

1955 9 . 7 0 1.24 72 . 67 6 . 24 7 . 82 0 .06 0 . 36 1.91 100. 00 

1956 11. 32 4.13 58.43 12.66 8 . 27 0. 2 3 1.13 3 . 83 100. 00 ,_. 
N 

1957 14. 54 5.55 58. 74 2.40 10 . 68 0 . 72 7. 37 100.00 CX> 

1958 6 . 86 4 . 04 77 . 26 2 . 7 9 7. 09 0 .57 0 . 02 1.37 100 . 00 

1959 21.44 3 . 06 63.62 3 . 00 6. 05 1.23 0 . 01 1.59 100 . 00 

1960 28.27 6. 32 49.34 2.30 9.35 2 . 40 0 . 02 1.99 100. 00 

1961 25.84 12 .11 45 . 53 3 . 00 6.06 2 . 89 0 .05 4 . 51 100 . 00 

1962 16.93 22 .70 48 . 52 2 . 05 3.13 3.68 0 .02 2 . 97 100.00 

1963 12 . 77 2 0 . 15 50.42 3 . 53 3. 24 4.94 0 . 01 4 . 94 100 . 00 

1964 22 . 01 15. 74 44 . 85 4.41 2.74 5 . 62 0 . 02 4 . 61 100.00 

1965 36.34 9. 77 32 . 22 7.99 2.54 8 . 03 0. 03 3 . 08 100. 00 

a 
Source: Table 36. 
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Table '.";8. Peruvian intra-zonal basic export 
a 

products ( thousand dolla r s) 

Fis h Fis h Crude Iron, 
Yea r Cof fee Cotton Sugar Wool meal oil Copper pe trol . ore Lead Silver Zinc Othe r Total 

1950 10' 37 9 17 , 225 84 4,633 429 6 106 18,337 51,199 
1951 12 5,663 13' 72 6 45 4,946 2,444 - 1,455 4 300 21,7 80 so, 37 5 
1952 2 3) 637 19' 982 122 7 1 27 2,938 616 1 54 19 , 248 66 ,633 
1953 21,398 14 ' 052 77 121 398 3,066 661 183 11 , 256 51,212 
1954 10,751 10' 927 363 30 112 1, 805 1,569 541 141 600 13' 07 9 39 ,918 
19SS 16,774 13, 149 124 28 18 1, 091 1,246 311 2 447 16,7Sl 49' 941 
l 9S6 14,185 12 ,2 64 2 100 1 3 1, 591 24S 2 135 18,331 46,859 
l 9S7 10 6,086 13,653 1 303 s '07 2 876 6S 18, 636 44, 702 
19S8 4 11 , 492 12 ' sos 1 198 37 3 2 ' 979 208 167 1 0 , 222 38' 149 
l 9S9 s 16,866 10, 983 5 602 67 3,2 92 940 4S7 SS 13,443 46,715 
1960 24 10,080 4,S78 29 983 so 3,2 30 690 439 390 12,993 33 ,486 ...... 

"" 1961 140 16' 42 3 40 1,217 1 , 14S 2 ,714 809 984 41 813 7, 222 31,S48 IO 

1962 27 23, 940 60 2'118 250 s, 061 2 ,36S 2 , 1 00 1, 22 3 324 3, 837 7 '471 48, 776 
1963 64 17 , 422 9 , 3S7 74 2 ,725 819 3,408 3, 178 784 1,490 52 9 3, 162 6, 114 49,126 
1964 S7 21, 388 17 ' 371 101 4,304 1, 501 1, 611 2 ,2 96 l,S 08 1, 152 1 , 272 6,500 S,476 64,537 
196S S9 2 6' 331 3,696 87 6 , 625 3,001 200 2 ,634 2 46 808 515 4 ' 7 39 5' 126 54, 067 

aSource: (38). 
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Tabl e 39. Ba s ic export product' s part ic ipa ti on i n t he Peruvian . d a i ntra-zonal tra e (in pe r cent age ) 

Year Coffee Cot t on Sugar Wood 
Fish-
meal 

Fish Copper Crude Iron,Lead Silver Zinc Other Total 
oil pet rol. ore 

1950 20 . 27 33.64 0 . 16 9.05 0. 84 0 . 01 0. 21 35 . 82 100.00 
1951 o. 02 11.24 2 7 . 2 5 0 . 09 9. 82 4.85 2 . 89 o. 01 0.60 43. 23 100. 00 

1952 35 . 47 30 . 00 0.18 O.Jl 0 . 04 4 . 41 0 . 92 0.08 28 . 89 100. 00 

1953 41.78 27 . 44 0.15 0. 24 o. 78 5.99 1.29 0.36 21. 97 100.00 

1954 26.93 27 . 37 0. 91 0 . 08 0.28 4 . 52 3. 93 1.36 0 . 35 1.50 32 . 77 100.00 

1955 33 . 59 26. 33 0 . 25 0 . 06 0 . 04 2.18 2 . 49 0 . 62 0 .90 33 . 54 100.00 
1--' 

1956 30.27 2 6 .17 0 . 21 0 . 01 3 . 40 0.52 0 . 2 9 39.13 100 . 00 w 
0 

1957 o. 02 13 . 61 30 . 54 0 . 68 11.35 1.96 0. 16 41. 68 100.00 

1958 0 . 01 30. 12 32. 7 8 0 .52 0.98 7 . 81 0.55 0 . 44 26 . 79 100 . 00 

1959 o. 01 36 . 10 23 . 51 0. 01 1.29 0 . 14 7 . 05 2. 01 0 . 98 0 . 12 28 . 7 8 100.00 

1960 o. 07 30.1 0 13 . 67 0 . 09 2 . 94 0.15 9.65 2. 06 1.31 1.16 38 . 80 100. 00 

1961 0. 44 52 . 06 0.1 3 3 . 86 3 . 63 8 . 60 2 . 56 3 . 12 0 . 13 2 . 58 22 . 89 100 . 00 

1962 0. 06 49 . 08 0 .12 4. 34 0. 51 10 . 38 4 . 85 4 . 31 2.51 0 . 66 7 . 87 . 15. 31 100 . 00 

1963 0.13 35 . 46 1 9. 05 0. 15 5.55 1. 67 6 . 94 6.47 1.60 3.03 1. 08 6 . 43 12 . 44 100.00 

1964 0.09 33.14 26. 92 0 . 16 6 . 67 2.33 2 . 50 3.56 2. 34 1.79 1.97 10.07 S. 46 100 . 00 

1965 0.11 48. 70 6.84 0.16 12 . 25 5.55 0.37 4.87 0.46 1.49 0. 95 8 . 77 9 . 48 100. 00 

a Source: Table 38 . 
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During the years before the signature of the Treaty of Montevideo, 

exports to Argentina represented between 103 in 1955 and 283 in 1960 (see 

Table 37) of total intra-zonal exports, placing this country as Peru's 

second export market in the LAFTA bloc. Likewise in the post-LAFTA period, 

exports to this country increased from 8.2 to nearly 20 million dollars 

between 1961-65 ( see Table 36) reaching the highest level of participation 

in 1965 , viz, 36.33 (see Table 37) . In a yearly analysis the following 

development took place : cotton exports to Argentina represented approxi-

ma t ely 503 of the total exported to this country in 1962-63, increasing 

to 703 in the following years. 

Cotton exports were significant in 1964-65. This country absorbed 503 

of total cotton exports to the LAFTA area, amounting to 10 and 14 million 

dolla rs in 1964 and 1965, r espectively. The same is true for wool and 

copper , approximate ly three fourths and 403 of the total exported of each 

one t o the zone was shipped to Argentina in the same years. 

Argentina has been t he main market for petroleum, a product that i s 

decreasing its importance in the export scheme. It represented 503, or 

more than one million dollars, during the 1960-65 years. Iron ore intra-

zonal e xports were totally absorbed by Argent ina , but the share of this 

product within the export scheme of this country has decreased from 253 

to only 73 from 1962 to 1965. Other (which comprises the non-traditional 

exports) increased its share in the total value exported to Argentina, by 

nearly 16% between 1963-65 (see Tables 58 to 63 in the Appendix for the 

product analysis) . 

Export trade with Brazil was fairly marginal in the 1950-61 period 

(an exception is the 3 million dollars worth of goods exported in 1951). 
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Likcw i~:l., d ur i 11g Lhc pos L-LAFTA ye.,rs the s hare o( Bra;:il a s a Peruvian 

expo rt ma rkc t (ol la.1ed a <..lownward trend, accounting [or 22 . 73 in 1962 com-

pared to Ollly 9 . 83 in 1965 (see Table 37) . Only five traditional products 

out of the twe lve considered in thi s analysis were significant . For ex-

ample , the Br azilian market absorbed approximat ely 903 and mor e than 503 

of coppe r exports to LAFTA in the 1962 - 63 and 1964- 65 period, and approxi-

mately 503 of intra-zonal pe troleum exports . This r eprese nt ed about 1.5 

mill i on dollars during the 1960-65 period. Likewise lead, s ilver and 

zinc a r e a l s o important metals expor t ed to Brazil. Around 603 of tota l 

intra - zona l l ead exports went to this country in the 1961-64 period, but 

Lhis sha r e d e creas ed to 243 in 1965 due to the increment in the expor ts of 

Lhis me t a l to Chile and Uruguay. In the case of the latter metal s, t he 

Brazi lia n market a bsorbed as high as 903 of total exports of s ilver and 

zinc to t he LAFTA zone between 1962 and 1964. Zinc is the mos t important 

single product exported to Brazil, amounting to approx imately 3 mill ion 

dolla r s in the post-LAFTA period (except in 1964 in which the value went 

up to 5 .4 million doll a r s ) . In 1965 Argentina and Chile a l so competed in 

t he LAFTA zinc market ( see Tables 58 to 63 in the Appe ndix for the product 

ana l ysis ) . 

Ch i l e has been the most important market in the a r ea . In both the pre-

.ind pos t -LAFrA per iods , this country s hared high percentages in the total 

~xported t o the zone . Neve rtheles s the pre-LAFTA s hare was higher than 

that achil.::vcd in the following years (see Table 37 ) . For exampl e , the peak 

yea r lo r exports to Chile was 19 58, when it boug ht 77 . 33, the highest 

p~rtici pation of a ny member country in the whole period unde r study. IAiring 
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the other years, the Chilean participation was always above 553 (s ee Table 

37). This is pa rtly explained by the special concessions contained in 

th~ Peru- Chi l e Treaty of Commerce (53) that foster ed bilateral trade be-

t ween both countries. Du r ing the post-LAFTA years exports to Chi l e de-

creased between 1963 and 1965 from 50.43 to 32.23, r espectively . In pro -

duct terms, more than 503 of coffee exports to LAFTA members went to Chile. 

Cotton exports became important only in 1964-65 . They accounted for 8 and 

10 million dollars r espectively, s haring approximat e ly 383. In the case 

of sugar, Chile has been practically the sole market in the zone. Sales 

of 17.2 million dollars in 1964 we re the highes t peak. Neverthe less , 

suga r expor t s were suspended during 1961-62 whe n total exports of th is 

product were switched to the USA due to the s ubstantial increase in the 

domestic dema nd of that country, with the consequent price rise. Sugar 

and cotton comprised the most important products exported to Chile. 

Between 1960- 63 Chile abso rbed 603 of intra-zonal wool exports , al -

though in 1964-65 Argentina was the main export market in LAFTA. Zinc 

shipments to Chil e in 1965 s ha r ed 503 of the total of this meta l sold with-

in the area . No other minera l export reached s ignificant val ues in this 

period 1961-65. 

Other (which compr i ses non-traditional export items ) has been fo llow-

ing a downwar d t r e nd. Nevertheless , during the pe riod under analys is the 

Chilean market has a bsorbed traditional and non-traditional products al-

most in the same proportion. This i s chara cte ristic in the case of Chile 

compared with the othe r member countries (see Tables 58 to 63 in the Appendix 

lor the product analysis) . 
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Exports to Colombia were larger in the early 1950's than in the de cade 

of the 1960 ' s . In 1953 they totaled 7.4 million dollars which was the high-

est va l ue Eor the 1950-65 period (see Table 36). On the other hand during 

the pos t-LAFTA years exports to Colombia increased by 3 million dollars 

(see Ta bl e 36 ), with the consequent increase in share from 2% in 1962 to 

nearly 8% in 1965 (see Table 37). This increment can be partly expla ined 

by the dramatic inc r eas e in fish oil exports. This product amounted to 

nearly 3 million dollars in 1965 compared to only 250 thousand dollars in 

1962 . The expans ion of this product represents a good example of trade 

crea t ion cons ide ring that, on the one hand, fish oil was not traded befo1e 

1962 , a nd on the o t he r hand, Colombia granted a concession over this product 

in t he f irst round negotiation in 1962. More than 953 of the t ot al fish oil 

e xported to LAFTA went to Colombia and its importance among the diffe rent 

items exported to this country is r eflected in the ris e in its share f r om 

253 i n 1962 t o 69% i n 1965. The Colombian market a lso accounted for 103 i n 

aver age of the t otal in tta -zonal fi s hmeal exports to LAFTA ( s ee Tabl es I X 

to XIV i n the Appendix f or the product analysis). 

Ecuador has tradit ionally been a ma rke t for a wide range of Peruv i an 

exports du e t o its s itua tion as a border country. Most of these product s 

are different from the we ll known traditional exports. In the post-LAFTA 

period a pproximately 173 of other (non-traditional exports) went to Ecuador , 

represent i ng be tween 8CY% and 753, during the 1962-65, of the total exported 

to this country ( see Tabl es 58 to 63 i~ the Appendix for the product a na l y-

sis). 

Mexico i s a lmos t a new ma rket for Peruvia n products . Since 1958 a 

rising trend s t a rted a nd continued throug hout the pos t-LAFTA period. This 
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Table 40. 

Year 

1950 

1951 

1952 

l953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1902 

1963 

1%4 

1%5 

l 35a 

a Peruvian intra-zonal exports by group of products 
(thousa nd dollars) 

Agriculture Fish Mining Other 

27,699 5 , 174 18,337 

19,446 9' 149 21'7 80 

43,741 8 3,636 19,248 

35, 527 121 4,308 11,256 

22, 041 142 4,656 13' 07 9 

30,047 46 3,097 16,751 

2 6' 451 101 1, 976 18,331 

19,750 303 6,013 18,636 

24, 002 198 3,727 10,222 

27,85 9 602 4,811 13,443 

14 '711 983 4, 7 99 12,993 

16,603 1,217 6,506 7,222 

24 , 027 2 , 368 14,910 7 ,471 

26 ,917 3,544 12,55l 6,114 

38' 917 5,805 14,339 5' 476 

30,173 9' 626 9' 142 5 , 126 

asource: Table 38. 

Total 

51'199 

50,375 

66,633 

51,212 

39,918 

49,941 

46,859 

44, 7 02 

38 , 149 

46, 715 

33,486 

31,548 

48' 776 

49,126 

64,537 

54' 067 
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Table 40. Peruvian intra-zonal exports by group of productsa 
(thousand dollars) 

Year Agriculture Fish Mining Other 

1950 27,688 5,174 18,337 

195l l 9' 44b 9 , 149 21 '780 

1952 43' 741 8 3,636 19' 2 48 

1953 35,527 121 4,308 11 , 256 

1954 2 2 ' 041 142 4,656 13,079 

1955 30 ,047 46 3, 097 16,751 

l 95b 26,451 101 1, 97 6 18,331 

1957 19, 7 so 303 6,013 18,636 

1958 24' 002 198 3' 727 10,222 

1959 27 , 859 602 4, 811 13 , 443 

l 9b0 14, 711 983 4,799 12 '993 

1961 16' 603 1,217 6,506 7,222 

1962 24 , 027 2,368 14,910 7 '471 

19b3 2 6' 917 3,544 12,551 6, 114 

1964 38,917 5,805 14,339 5,476 

1965 30' 17 3 9, 626 9,142 5,126 

aSource : Table 38 . 

Total 

51 , 199 

50,375 

66,633 

51,212 

39,918 

49,941 

46 , 859 

44, 702 

38, 149 

46,715 

33,486 

31,548 

48' 77 6 

49' 12 6 

64,537 

54,067 
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Table 41 . Export group of product's participation in the Peruvian intra-
zonal tradea (in percentage) 

Yea r Agriculture Fish Mining Other Total 

1950 54 . 07 10.11 35.82 100 . 00 

1951 38.60 18. 17 43. 23 100. 00 

1952 65.65 0 . 01 5.45 28 . 89 100 . 00 

195 3 69. 37 0 . 24 8 .42 21. 97 100.00 

1954 55 . 21 0 . 36 ll. 66 32. 77 100.00 

1955 60 . 17 0 . 10 6.19 33 . 54 100. 00 

195b 56.44 0 . 21 4 . 22 39 . 13 100. 00 

1957 44. 17 0 . 68 13.47 41.68 100.00 

1958 62. 91 o. 52 9.78 2 6 . 7 9 100. 00 

1959 59.63 1.29 10 .30 28 .7 8 100.00 

1960 43 . 93 2.94 14. 33 38.80 100.00 

1961 52 . o3 3.86 20 . 62 22 . 89 100 . 00 

1962 49 . 26 4 . 85 30.58 15.31 100 . 00 

1903 54. 7 9 7 .22 25 . 55 12 .44 100.00 

19t>4 b0 . 31 9.00 22 . 2 3 8 .46 100. 00 

1%5 55.81 17 .80 16 . 91 9 .48 100.00 

8 Sourcc: Table 40. 
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represented an increment of approximately 7 . 53 in the total exported to the 

area (see Table 37). After the entry into force of the Treaty of Montevideo, 

exports to Mexico were fostered even more . In almost every year of the 

1962 - b5 period, exports to this country increased by approximately one 

million dollars . The export values for 1962 and 1965 were 1 . 8 and 4 . 3 mil-

lion dollars, respectively (see Tabl e 36) . 

Peru' s intra-zonal exports to Mexico are perhaps another example of 

trade creation, and fishmeal is the outstanding product . This product 

generated the dramatic increment in exports to Mexico, when this country 

granted a concession on fishmeal in the first round negotiation (51). E~

ports of this product accounted f or 2.3 million dollars mo r e between l9b2 - 65 . 

The Mexican market absorbed more than 953 of the total fishmeal exports to 

LAFTA, or app roximately 803 of the total Peruvian exports to Mexico (see 

Tables 58 to 63 in the Appendix for the product analysis). Paraguay still 

r emains a market of minimal importance (see Table 36) . 

Exports to Uruguay h!!ve followed in the 1961-65 period , a very irregu-

lar trend in absolute and relative values (see Table 36 and Table 37 ). This 

country absorbed no more than 83 of total intra-zonal cotton exports, amount-

ing to approximate ly one million dollars . This product represented around 

503 o[ the total exported to this country in the 1963-65 period . Among min-

era l products, only zinc was exported in significant amounts in 1965, shar-

ing 25% of the total exports of this metal within area (see Tables 58 to 63 

in thu AppLnJix for the product analysis) . 

Intra-zonal imports - In the case of imports from the area , the same 

aspects considered fo r the export analysis are also valid . Intra-zonal im-
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ports <1rc mainl y concentrated in certa in countries and are heavily dependent 

0 11 .i f l'W ~ r1..1ups ol produ c t s . Ai-gentina a nd Chil e constitute , again , the 

mnin i mpor t markets in the zo ne . Both countries s hared approximately 80% 

(see Tab l e 43) throug hout the period under a nalysis (1950- 65) . This ana lysis 

will deal with the data for the 1960-65 period in product terms because the r e 

is no nva ila ble stat i st ica l information prior to 1960 classified by the SITC 

classif ication . The twelve SITC categories taken int o the analysis repre -

sented between 803 and 883 of the intra- zonal imports from LAFTA, thus the 

sample is highly r epresentat ive . The LAFTA intra-zonal import scheme was 

mainly composed o[ [ooJ and edible products . According to Table 45, cercnls 

anJ preparations s ha r e Lh1· highes t participation, representing a round 403. 

Within t his gro up, whea t (the most important import product), bar lky , and 

corn w~re chief ly s upplied by Argent ina , Chile and Ecuador . This category 

increased i t s value f r om 18 . 5 to 34 million dollars in the 1962-65 period 

(see Tabl e 44) . The second most important import categories have been live 

animals and meat and pr·~parations. Live cattle from Argentina, and beef 

and mutton Crom Ar ,~ntina and Uruguay in the two last years of the post-

LAFTA pe riod have been outstanding products. This was true even before LAFTA 

was ins tituted . Meat a nd pre pa r a tions had bee n imported from the area in 

cons t antl y increasing amounts . From 0.7 , they we nt up to 2 . 1 million dol-

lars between 1960-62 . Likewise after the first round negotiation (1961), 

through the concessions granted for products in this category, value imports 

increas ed ~pprox imately 5 million dollars during the 1962-65 years (see 

Ta bk 1~4 ) representing 3 . 5% more in its share ( see Table 45) of the total 

importeJ from LAFTA. Fruit a nd vegetabl es increased in absolute value by 
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Table 42 . Peruvian intra- zonal imports by countriesa (thous and dollars) 

Year Argentina Brazil Chil e Colombia Ecuador Mexico Paraguay Uruguay LAFTA 

1950 6,848 76 2 ,262 6 4,665 423 15 368 14,663 

1951 11,434 3,413 3, 591 20 1,447 839 247 2 0, 991 

1952 8, 77 5 2,500 5,27 3 75 261 589 241 17, 714 

1953 11, 587 111 4,413 135 270 473 954 17, 943 

1954 17, 502 77 2,470 73 231 693 35 21, 081 I-' 
w 
"' 1955 14,171 73 3,815 364 217 609 3,854 23'103 

1956 15,099 50 3,598 52 392 706 6 381 20,284 

1957 18 , 719 12 9 4,658 1,408 3,649 711 6 831 30, 111 

1958 11, 748 232 3,059 1, 7 36 349 658 32 2 '92 5 20,739 

1959 13,681 209 3,153 2 '526 261 810 123 20 2 0' 7 83 

1960 17,712 518 3, 328 3,499 1, 507 822 45 98 2 7, 52 9 

1961 21,038 995 3,320 4,258 1, 142 7 82 111 180 31, 82 6 

1962 30,045 1,852 3,466 4,7 06 3,185 1,659 161 113 45,187 

1963 49,035 984 4,308 2 ,272 2 ' 322 2 .330 145 592 61,988 

1964 41,497 1,349 5,010 3' 149 3, 832 2 '7 67 298 959 58,861 

1965 49,219 9' 321 6, 957 4,541 4, 17 0 3,756 471 2,488 80, 92 3 
a Source: (38). 
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nearly 3 million dollars in the post-LAFTA years (see Table 44) . The 

SITC categories not t aken into account and which a re included in "other" 

have been constantly growing s ince 1960, increasing to four fold between 

1960-65 ( see Tabl e 44) . On the other hand, the f act that " other" has been 

increasing implies that the intra-zona l import scheme is including more 

products with the consequent import diversification. 

Argentina, long befor e LAFTA was organized , ha s been a n importa nt 

source of food and edibl e import products for Pe ru . Table 42 s hows that 

Juring the decade of the 1950 ' s imports from this country varied between 

11 a nd 18 million dollars (the low values for 1950 and 1952 a r e the excep-

tion) . Likewise, in r elative t e rms , the Argentine market s ha r ed more than 

50% of intra-zonal imports in the years before the decade of the 1960's 

(see Table 43). The rising tre nd s tarted in 1958 with 11 . 7 million dollars, 

reached its peak in 1965 whe n value imports r eached 49. 2 million dollars 

(see Table 42) . This is the highes t import value ever r eached by any mem-

ber country . Within the products imported from Argentina the following 

ones comprise the highest pe rcentages : cerea ls and preparations, wheat as 

the main product, shared 50% approximately, 103 of mea t and preparations , 

especial ly bee[ ; the live a nimals category dropped its share f rom 36.33 to 

12% between 1963 a nd 1965. The importance of the Argentina market can be 

better understood in the light of its share in the tota l intra- zonal im-

ports of the different SITC categories . For example, Argentina appears 

as the main source of live animals , mea t a nd preparations , and cereal a nd 

preparations in t he LAFTA zone . Nevertheless, the hig h s hares of these 

three ca t ego ries achieved in the early 1960•s, have been slightly declining 
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Table 43. Country's participation in the PP.ruvian intra-zonal irnports a (in percentage) 

Year Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA 

1950 46 . 70 o. 52 15.43 0.04 31 . 81 2.89 0 . 10 2 . 51 100 . 00 

1951 54.47 16 .26 17011 0 . 10 6 . 89 4 . 00 1.17 100 . 00 

1952 49.54 14.11 2 9 . 77 0 .42 1.47 3 . 32 1.36 100 . 00 

1953 64 .58 0 . 62 24.59 o. 7 5 1.50 2 . 64 5. 32 100 . 00 

1954 83. 02 0.36 11.72 0 . 35 1.10 3 . 29 0 . 16 100.00 

1955 61 . 34 o. 32 16 . 51 1.58 0 . 94 2 . 63 16 . 68 100.00 

1956 74.44 0.2 5 17 . 74 0 . 25 1.93 3. 48 0 . 03 1.88 100 . 00 
I-' 

1957 62 , 17 0 . 43 15 . 47 4 .67 12 . 12 2.36 0 . 02 2 . 76 100. 00 .c-

1958 56 . 65 1.12 14 . 7 5 8 . 37 1. 68 3.17 0 .1 6 14 . 10 100. 00 

1959 65.83 1. 00 15 . 17 12 . 15 1.26 3.90 0 . 59 0.10 100.00 

1960 64 . 34 1. 88 12.09 12 . 71 5 . 47 2 . 99 0 . 16 0 . 36 100 . 00 

1961 66 .10 3.1 3 10 . 43 13.38 3.59 2.46 0 . 35 0 . 56 100 . 00 

1962 66.49 4 . 10 7.67 10.41 7 . 05 3.67 0 . 36 0 . 2 5 100 . 00 

1963 79.00 1.59 6.95 3 .67 3.75 3. 7 6 0 . 2 3 0 . 95 100 . 00 

1964 70.50 2 . 29 8 . 51 5 . 35 6 . 51 4 . 70 0. 51 1.63 100.00 

1965 60.82 11.52 8 . 60 5 . 61 5.15 4.64 0 .58 3 . 08 100. 00 

a Source: Ta bl e 42. 
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in the post-LAFTA year s . This could be partly explained by the fact that 

the concessions granted for these products promoted the expans ion into 

Peru of the ir import from other member countries which had not been import 

s ources befor e (this is the case of beef imports from Colombia and Paraguay). 

In the case of cereals a nd preparations they incr eased in import value from 

around 14 million do llars in 1960- 61 to 27 . 8 mil lion dolla r s in 1965. This 

is a l so true for meat a nd prepa r a tions which increased by more than 5 

million dolla r s be tween 1960 a nd 1965 . Argentina i s the second supplier 

of f ruit and veget a bl es in the a rea , its var i ations following a l most ex-

actly those of Chile. Practical l y al l imports of undressed hides and skins 

f r om the zone came f rom Argentina , a mounting to 1 . 1 million dollars in 

1965. In 1963-64 one fo urth of intra - zona l pe trole um imports came f rom 

Argentina dropping to only 10% in 1965 due to the increase in the Colombian 

s upply in tha t year . The category that includes fixed vegetable o il s 

doubled its participa tion in the tota l of this product imported from the 

LAFTA a rea, from 503 t o 1003 in the 1964-65 years . 

Dyeing , t a nning and coloring mate ria ls imports amounted to about hal f 

a million dollars during the pos t-LAFTA yea rs, although the s hare in t he 

total imported of this category f r om the a r ea has foll~ed a decreas ing 

trend . In this category the ma in product has been Q.le bracho tanned l eather 

extract . The othe r catego ries of the SITC classification have been a l so 

traded with Argentina . They are gr oupe d in " other" . Between 1962-65 

they increased by 3.1 million dolla r s ( see Tables 64 to 69 in the Appendix 

for the product ana lysis) . 
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Table 44. Peru-LAFTA basic SITC import categoriesa (thousand dollars) 

SITC category 1960 1961 1962 1963 1964 1965 

00 Live animals 220 475 7687 19044 6408 9424 

01 Meat and preparations 774 218S 3014 4210 Sl28 8274 

04 Cereals and preparations 14487 14343 18463 242 31 28843 34048 

OS Fruit and vege tabl es 1313 17 SS 1981 3053 3858 5280 

07 Coffee, tea , cocoa, and spices 1252 869 779 518 239 1147 

21 Hides and s kins, undressed 87 5 371 901 419 398 12 02 
..... 

29 Crude animal and vegetable materials, N. E.s. 206 853 1S96 7 62 S54 105 +=" w 

33 Petroleum and derivatives 3414 3708 4313 1541 2716 2013 

41 Animal oils and fats 623 124 1 

42 Fixed vegetable oils 3 1126 4 4 2249 

S3 Dyeing, tanning and coloring materials 776 S29 840 620 988 12 91 

56 Fertilizer, manufactured 96 54 84 75 89 142 

Other 4143 4935 552 9 7 387 9636 1S747 

Total 27 529 31826 45187 61988 58861 80923 

a source: Institute Nacional de Planificacion, Departam1:;:nt o de Comercio Exterior, Lima, Peru. 
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Table 45. Peru-LAFTA basic SITC import categories a (in percentage) 

SITC ca t egory 1960 1961 1962 1963 1964 1965 

00 Live animals 0 . 8 1.5 17. 0 30.8 10 . 9 11.6 

01 Meat and prepara tions 2 . 8 6 . 9 6 . 7 6 . 8 8 . 7 1o.2 

04 Cereal and pr epa r a t ions 52. 6 45 . 1 40. 9 39.1 48 . 9 42 . 1 

05 Fruit and veget a bl es 4 . 8 5 . 5 4 . 4 4 . 9 6.6 6 . 5 

07 Coffee , tea , cocoa a nd spices 4 . 5 2.7 1.7 0 . 8 0.4 1. 4 

21 Hides and s kin, undressed 3.2 1.2 2 . 0 0 . 7 0.7 1. 5 
t-' 
+:-

29 Crude an imal a nd vege t abl e ma t e r ial s , p 

N.E. S. o . 7 2 . 7 3.5 1.2 0 . 9 0 . 1 

33 Petroleum and derivat i ves 12.4 11.6 9 . 5 2.5 4 . 6 2 . 5 

41 An imal oil s a nd f a t s l. 9 0 . 2 

42 Fixed vegetabl e o il s 3 . 5 2 . 8 

53 Dyeing , t anning a nd col oring ma terial s 2. 8 1. 7 1. 9 1.0 1. 7 1. 6 

56 Fert i l izer, ma nuf ac t u r ed 0 . 3 0 . 2 0 . 2 0 . 1 0 . 2 0 . 2 

Other 15.1 15 . 5 12 . 2 11. 9 16. 4 19. 5 

Tota l 100 . 0 100. 0 100.0 100 . 0 100.0 100.0 

a Source: Table 44 . 
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According to Tables 42 and 43, Brazil has been a member country that 

followed a very irregula r trend in the pre- and post- LAFTA periods. The 

Brazilian share in total of intra-zonal imports increased by 103 between 

1963- 65 (see Table 43), amounting to a round one million dollars ( see 

Table 42 ) . 1965 was an excep tiona l year in this period, when imports ac-

counted for 9.3 million dollars due to the unusual value of rice imports . 

This product a lone amounted to 6.1 million dollars. Peruvian intra-zonal 

imports from Brazil were mainly composed of crude animal and vegetabl e 

materials, notably gums and resins, although its participation in the tot al 

imported of this category from the zone has decreased by 153 between 1962-

64 (see Tables 64 to 69 in the Appendix for the product analysis). Chile, 

besides Argentina, has been the second important market source in LAFTA. 

Chilean products were imported in the pre-LAFTA years in amounts that 

ranged between 2 . 2 (1950) a nd 5 . 2 (1952) million dollars, for an annual 

average of approxima tely 3.5 million dollars ( see Table 42) . On the other 

hand, the post-LAFTA per iod shows an upwa rd trend. The 1961 import value 

of 3.3 million dolla r s increased to a peak in 1965, when intra-zonal imports 

from Chile amounted to 6 .9 million dollars (see Table 42) . In product terms, 

fruit and vegetables and "other" (which comprises the SITC categories not 

taken into account in this a nalysis) summed up the bulk of the import pie-

ture from this country. The former category accounted for 403 in 1961-62 

and 60% in 1964-65, while the latter dropped its share from approximately 

503 to 353 between 1960-63 and 1964-65, respectively . Consistent with this 

composition, Chilean fruit and vegetable imports show a yearly increase 

of nearly a million dollars during the years of the 1962-63 period. Chile 
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i s the s ource of 753 to 803 of the fruit and vegetables imported from the 

zone . In othe r words it is the main s upplier of non-tropical fruits in 

the LAFTA area (see Tabl es 64 to 69 in the Appendix f o r the product analysis). 

Colombia and Ecuador can be analyzed together due to their similar 

intra - zo na l import development in the pos t -LAFTA years . Nevertheless , in 

the decade of the 1950's the countries showed opposite trends . Colombia 

hau only a Rmal 1 s ha r e in total intra-zona l imports, s howing an increment 

on ly in the l as t years of the de cade : 0 . 23 in 1956 compared to 12 . 73 in 

l9b0 (see Tab l e 43) . This represe nts a pproximately 3 .4 million dollars 

more ( s~e Table 42) . On the other hand , imports from Ecuador amount ed 

t o a n av e rage of 250 thousand dolla r s between 1952 - 59, the exc e ption was 

the hig h va lue of 3.6 million dollars reached in 1957 (see Tabl e 42) . 

During the pos t-LAFTA years both countries accounted fo r nearly 2 .3 and 

4.3 million dollars in 1963 and 1 965, respective ly, (see Table 42) which 

in relative terms represented a share of 3 . 63 and 5 . 3% of the total imported 

from the a rea (see Table 43) . Colombia between 1 960- 62 was the only LAFI'A 

source o( pe trol eum, but in the following years this high share declined to 

only two-thirds, although in 1965 it r ecove red its previous high share . 

Petroleum and derivatives a r e the main items imported from Colombia. The 

Colombian market s upplie u coffee , tea , cocoa, and spices to Pe ru, comple-

menting variations in the s upply from Ecuador , which i s the main s upplie r 

of them . Both countr ics s hared 60% and 853 of the total of these products 

i mported Crom LAFTA in 1964-65 . 

Intra - zonal imports [rom Ecuador have been mainly composed of live 

anima l s (around 503) and fruit and vegetables , (around 203), notably 
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bananas and oranges, in the 1962-65 period . The Ecuado rian market sup-

plieJ, in 1964-65, a pproximate ly 253 oE live animals imports from LAFTA, 

incr easing to nearly a million dollars in those years . In the case of 

fruit and vegetables the share in 1962 decreased by 103 in 1965 . Ecuador's 

share of crude animal and vegetable materials , went up from only 8.63 in 

1963 to 443 in 1965. (See Tables 64 to 69 in the Appendix for the pro-

duct analys i s . ) 

Trade creation effects a r e also present in the cas e of intra - zonal 

imports from Mex ico. We already have seen that thi s fact was true for ex-

ports to this country. According to Tables 42 and 43 value imports have 

nol fol lowed a definite trend in the 1950 ' s in e ither a bsolute or r elative 

t e rms . On the other hanJ during the pos t-LAFTA years the prevailing trend 

was upwa rd. The Mexican share in the total imported from the LAFTA bloc 

s hows a n increment of a pproximate ly 23 ( see Table 43) , or 3 million dollars 

more ( see Ta ble 42 ) . It ca n be s tated that these increases a r e a cl ea r 

r eflection of the concess ions granted by Peru for Mexican products . The 

bulk of imports from this country a r e not comprised in the twelve SITC 

cat egories t a ke n into account in the import analysis but in the group "other" 

which includes all the other categories . In other words Mexico has become 

a source (or a numbe r of items not traded before LAFTA was organized 

which represented approximately 90% o( the imports from this country in 

th\! 19o2-b5 y~ars . Likewise in the total s upplied of "other" by LAFTA, 

Mex ico s ha r l!J 2<ro (see Ta bles 64 to 69 in the Appe ndix for the product 

analys is) . 
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Paraguay s h01Y s the same small part i cipation in imports that we have 

a lready seen in the case of exports . During the pre-LAFTA years no sig-

nificant imports were present: be tween 1961-65 they increased by only 

36 0 thousand dollars (see Ta ble 42) . The Paraguayan market has been im-

portant only fo r one product, Quebracho tanned leather extract which is 

included in the SITC category of dyeing, tanning and coloring materials . 

This product represented more than 75% of the total imported from Paraguay, 

a nd within LAFTA this country s upplied be tween 503 (1961 - 63) and 303 ( 1964-

65). The de crease is in r e lation with the rise in Argentine imports of 

this product ( see Tables 64 to 69 in the Appendix for the product analysis). 

I mports from Uruguay s howed highe r values in the early years of the 

decade of the 195o• s (see Tabl e 42) but the genera l trend of the period 

was a n irregular one . During the post-LAFTA years (1962 - 65) imports from 

this country increased more than 2 million dollars, or 33 more in its share 

in tota l intra - zo na l imports (see Tables 42 and 43). In product terms the 

Uruguayan market was f ost~red by the concessions granted by Peru . For 

example, meat and preparations account ed for only 33 thousand dollars in 

1962 whil e in 1965 they r eached 2 mill ion dollars . In the LAFTA imports 

of these products the Uruguayan s ha r e increased by 93 between 1964- 65 

(see Tables 64 to 69 in the Append ix for the product analys i s) . 

f. The Pe ruvia n industry 

I n a ny proces s of economic integration the indus trial sector plays a 

leading role . Nevertheless this importance has to be viewed in terms of 

it ~ va lue as an instrument of development for the countries in the develop-

Lng s tage . The high level of industrialization in the developed economies 
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served as the bas i s for the e conomic integration theory originated in 

Western Europe . But in the case of the developing countries , industry 

shows characteristics that cal l for postulates different from those em-

p l oyed in Wes t e r n Europe . The industry in the deve loping countries has 

be~n oriented mainly towa n.l s the domestic ma rke t, with only a small part 

dedica t ed to exports . On the other ha nd, excess ive protectionism based 

on incorrect a pplica tions of the inf ant-indus try a r gument has allowed the 

developme nt of an inefficient indus trial sector in mos t of these countr ies . 

The removal of both probl ems , s mall s ized marke t s and high prote ctionism , 

will res ult f rom the eff ective implementation of the economic integrat ion 

process , which directly implies wi de markets a nd effec tive competition be-

tween membe r countries . 

Be fore beginning the a na lysis of the Peruvian industrial sector it will 

be importa nt to point out s ome of its main characte ristics . According to 

oCC icia l sources1 , the industry g r ew at a r a t e of 9 . 63 d ring the period 

1958 -63. This growth s l owed down in the foll owing yea r s , r eaching a rate 

of only 7 . 23 during 1963-65 ( see Table 46). 

Table 46 . Industrial d . a pro uction (va lue in constant dollars of 1963) 

Destina- 1961 1963 1965 
tion Value Ra t e of 3 Va lu e Ra t e of 3 Va lue Ra t e of % 

g rowth growth g rowth 
1960-61 1961-63 1963-65 

Domestic 
market 871 4 . 7 7 8 . 1 1044 9. 5 80 . 0 1184 6 . 5 78 . 9 

Export 245 2 o. 3 21.9 261 3.2 20 . 0 317 10.2 21.l 

Total lll6 8 . 6 100 . 0 1305 8 . 0 100 . 0 1501 7 . 2 100.0 
a source: Direccion Ge neral de Industri as , Ministerio de Fome nto y 

Obrns Pllbl icas , Lima , Peru . 

10 · · ' G l a a ' ireccion enera e In ustria s , Ministerio de Fome nto y Obras Publi-
cas , Lima , Peru . 
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Indu s try was the l eading sector of the economy of Peru . Its share 

in 1960-65 amounte d to around 193 of GNP, including "artesanias" (folk-

crafts) . Nev e rthe less , the industrial pr oduction was mainly aimed at the 

domestic ma rket . The g ross national production of final industrial pro-

du ct s a ccounts for 693 of the market, but if the imported inputs are dis -

counted this shar e d rops to 503. This s ituation implies the following : 

Peruv ian indus try depends hig hly upon fore i g n inputs while the bulk of the 

production has been a bs orbed by the domestic market ; approximately 803 in 

the 1960-65 pe riod (see Tabl e 46) compared to only around 203 exported 

(this includes f i s hmeal a nd s uga r) . Manufactured goods with high aggr e-

gate va lue s hared a s mal l er pe rcentage for export. In t e rms of employment, 

the industrial sector utili zed a round 13 . 43 of ma npower e mployed between 

1958 and 1963 ( 37) . 

Peru' s industry has faced a numbe r of problems that hampe r its ability 

to comp et e within the integration process. The main limitat ions are: 

i) t he rationalization of product ion ; ii) the sca l e of production and the 

size of the plants; a nd iii) obsolescence of the machinery and equipment . 

The lack of r a tional i zation in the production reflects the high protection -

ism under which t he industry of Pe ru has developed . On the other hand, 

the small size of the domes tic market has r esulted in a low eff icie ncy of 

operation and hig h costs of production in most of the industrial branches. 

Thus, the industry of Pe ru has been placed in a non- compe titive s itua tion 

in comparison with other LAFTA membe r s . Likewise the possibilities of the 

wider r eg i onal market have not been fully considered. At present, the la ck 
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of an export-financing policy and institutional organisms is hindering 

th~ deve l opmen t of this important sector of the economy. 

lnuus tr in li zat ion in r eg ional terms has to be based on the following 

lac ts: 

i) the increase in the domestic demand will not be e noug h to absorb the 

high industrial outputs r equired to achieve e xterna l economies and 

economies of sca le t o be de rived from mas s production . 

ii) the competit i on between the LAFTA members will induce the r estructur-

ing of the ind us tria l sector, implying a t the same time the breakdown 

of the pr o t e ctionist statu s a nd a cost r eduction as a r ef lection of 

the rise in productivity . 

iii) the fo rmula tion of po licies for industrialization and fo r eign trade 

development will have to be es tablished through coordination and 

harmonization of the individual plans of the member countries and in 

t erms of the region as a whole . 

iv) the participation in benefits to be de rived from the regional indus -

trialization must be bas ed on a proportiona te s hare fo r each member 

country. 

In the LAFTA a r ea , the r elative ly le ss -deve loped and insufficient-

rnarket coun tries (Peru belongs to this la s t g roup) have not developed 

the ir industry in t e rms of mass production as required by modern technology. 

In this sense the promotion of manufactured exports, either from heavy or 

light industry (which obtains the greater part of its inputs from the first 

one) have Lo be based upon high levels of production. The regional market 

offer$ a numbe r of possibilities Ear the accomplishment of an efficient 
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industrial output . Some of these possibilities are the sub-regional 

agreements ( 25 ), and the r eallocation of the basic industrial production 

(in each c ountry a nd within the region as a whole) . This also implies 

location ag r eements about the strategic places in which such industries 

will be opera ting. 

All these facts call for a r apid res tructuring of indu s try within 

the LAFTA-member countries , some of which ~re already expanding production 

in view of the regional market . Chile for example will increase its steel 

production from half a million tons, present output, to a million tons in 

1970 . The bas ic idea i s to supply the market of the zone . In fact no more 

than 23 or 33 of the total exported by the member countries was composed 

by manufactured goods . Unfortunately Pe ru has not started any changes in 

its industrial structure in reaction to the expanded LAFTA market. 

The LAFTA mechanisms provide a number of means with the stated purpose 

of promoting the industrial development of the region. This is the case of 

the Complementary Agree me nts contained in Articles 15 to 17 of the Treaty 

of Montevideo . Between 1962 and 1 965 two agreements have been signed: in 

July , 1962, a bout data p rocessing machines and components and parts, and in 

Fe brua ry, 1964, dealing with valves for radio and tel evision sets as well 

as their parts and components (27). Peru has not participated in e ither one. 

Other measures for the promotion of r egional industrialization have 

been issued during the first years of the Treaty's operation . In 1966 the 

IDB creaLcd the called Pre -Investme nt Regional Fund as was suggested by 

the meeting of the Mini s ters of Foreign Relations of the LAFTA countries 

held in 1965 . This Fund can be used for multinational proje cts including 
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industrial enterprises . On the other hand, Resolution 100 (IV), approved 

i n the LAFTA conf e r e nce of 1964, provides a number of norms that can be 

us ed as a framework for the industrial development of the region (55). 

Speci al empha s is is granted to the group of insufficient market countries. 

The lega l framework within the Peruvian indu s try has developed is 

mainly based in two laws (65): Law 9140, i ssued in 1940, gives the Execu-

tive the power to grant import duty reductions for the import of certain 

inputs used by industry. Unfortunately, this law lacks a comprehensive 

set of r egulations . The other one is the Industrial Promotion Law (IPL), 

Law 13270 , issued in 1959. This was the first legal instrument that grouped 

all the dispositions about the industrial sector. It provides a number of 

tax exemptions to those indus tries that produce items including more than 

503 domestic inputs (raw materials, labor force, energy, water , fuel, de-

preciation of machinery and equipment , etc . ). Nevertheless, the scope of 

this law is very limited in terms of the integration process . The concept 

of a regional market and an industry organized on multinational basis was 

not considered when this law was i ssued. 

The application and implementation of both l aws is carried out by a 

number of public agencies including the Council of Industries, which i s the 

highest authority . It was created by the IPL with the participation of 

delegates from the private and public sectors . Its function is to decide , 

based on the r e ports of the Direcci~n General de Industries (Directorate of 

Industrie s of the Ministry of Public Works), which industries qualify to 

enjoy the tax exemptions granted by the IPL. 

The First Cong ress of the Manufacturing Industry held in Lima at the 
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end of 1965 recommended, in one of its resolutions , the unification of all 

entities in charge of industrial affairs into one organism, the National 
1 

Center of Industrial Development and Research. Likewise there is an old 

project for the creation of the Ministry of Industry and Economy . Both 

cases illustra te the growing importance of the indus trial sector and the 

need for its functional organization . 

The promotion of Pe ruvian indus try is a l so contemplated in other in-

s Lruments of legislation (42 ). These a re the cases of : 

a) The Industrial Parks, they grant tax exonerations to industri es t o be 

es ta bl ished in certain areas of the country as a means to crea te a kind 

of p~le de croissance. The parks of Arequipa, Tacna , Ruancayo, Cuzco 

a nd Puno we re created between 1962 and 1965. Each one is r egulated 

by its own l aw. 

b) In 1965 Law 15600 was promulgated , granting a numbe r of tax exonera-

t ions (also import and export duties) to individua ls as well as legal 

pe r sons engaged in different economic activities (agriculture, live -

stock, forestry, h unt ing and fishing, a nd indus try) in the Jungle area 

of the country. The main purpose of this law i s to promote the economic 

development of this region . 

c) Other laws g ranting tax exemptions to specific indus tries such as auto-

mobile assembly plants , pharmaceuticals , fish, canned fish, tobacco and 

other industries . 

1Ponenc i as del Prime r Congreso de la Industria Manufacturera. Sociedad 
Nacional de Industrias. Lima, Peru. Diciembre 1965. 
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I n spite of the existe nce of the above-mentioned laws fo r industria l 

promotion , we have seen that Pe ruvian industry still faces a number of 

problems , and its f uture development is limited by the lack of a coherent 

indus trial policy . 

The importance of the integ r a tion process plus the internal challenge 

of Peru's economic development and growth r equires the creation of legal 

mechanisms that will comprise a ll the exi s ting laws and dis positions, 

covering the new aspec t s required by the technological progress of the in-

dustry and the e conomic development of the country . It i s clear, for in-

stance, that the existing mechanisms (laws, for exampl e ) have not es t ab-

1 ished any concre t e guidelines for export industries . Table 46 s hows that 

only 203 of the tot a l industrial production is exported , and only a small 

proportion of this 203 i s composed by manufactur ed products with high ag-

gregate value. Comparing this situation with that preva iling in other 

LAFTA members , we find ou t that mos t of them have a number of l egal a nd 

financia l instruments t o move the ir industrial sector s towa rd the export 

object ive , having in view the r eg ional market of LAFTA. 

Any comprehensive industrial policy for Peru will have to take into 

account the requirements for foreign exchange . The promotion of the indus-

trial secto r should make feas ible the export of ma nufactured products and 

the s ubstitution of a numbe r of imports . Both measures pe rmit the gain a nd 

sav ing of fo r e i g n exchange . On the export promotion side , the industries 

a lready in the export business , a nd those with pot entia l, l ack an export 

mentality f rom the ent r e pre neur' s side and suffer f r om unsatis f actory in-

c~ntives from the gove rnme nt side. High aggregate values include higher 
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proportions of domestic inputs such as raw materials, labor skill, national 

know-how and technique, etc. Thus they represent a significant economic 

benefit for the country. On the other hand, import substitution requires 

the promotion of those industries already producing goods that are imported. 

It has to be kept in mind that an import s ubstituting industry, in the 

short-run, should become an export indu stry in the long-run whe n its l evel 

of production exceeds the domestic market . 

The issue of s uch industrial policy has to be based on proper: 

i) technical educa tion, 

ii) identification of a priority order between the branches of the in-

dustr i a l sector, 

iii) institut ional and l egal framework (laws, entities and organisms , etc.), 

and 

iv) financial aims, as wel l as 

v) market research (foreign markets). 

All of them a re means to achieve the key objective: high productivity in 

order to compete in the LAFTA a rea. Within the general framework of a new 

industrial policy, for the purpose of this thesis, it is important to stress 

a little more the aspect of export promotion. 

Two main factors have to be considered in order to maintain a competi-

tive level in the industrial production for e xport purposes: i) cost r e-

duction and ii) export financing. The former one is to be achieved mainly 

through the rationalization of production, aided by a reduction in some 

taxes including even export duties and import duties for inputs used by 

the export industries. Fiscal revenues will not be affected in the short-
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run because such exceptions will be over new exports . In this r espect 

the case of the regional industries in the Central American Common Market 

(63) provides a good example of tax reductions and exceptions for those 

indus tries operating and/or those that will be operating for expo rt pur-

poses in t e rms of the r eg ional market . Export financing is a significant 

measure for export promotion . It is usually imple mented through the 

granting of s hort and long - t erms credits with low interest r ates . This 

financial s upport constitutes the last stage in the export promotion pro-

gram , af ter a ll the other measures have made the export feasible. 

Finally , a ny suggested industrial policy should be consistent with 

the postulates of the Plan of Economic and Soc ial Development for Peru 

1967 - 70 . The policy will have to be consistent with the part of the Plan 

dedicated to the industrial sector . It i s stat ed in the Plan that this 

sector will have to achieve the following targets (39) : 

i) a g ra.1th increment , 

ii) higher ind ustrial i ntegration, 

iii) wide r geographical location 

iv) higher competitive level, and 

v) promotion of the export industry. 

C. Overall Future Pers pectives and Policy Implications 

The future perspectives of the Peruvia n participation in LAFTA are 

largely based upon two al ternatives: the static and the dynamic. The 

forme r implies the mainte nance of the actual framework of mechanisms of 

participation . On the other hand , the second alternative involves funda-
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mental changes in the l egal, ins titutional and financial aspects of member -

ship , as a part of the whole restructuring of the Peruvian economy in terms 

of the integration movement . The three aspects already mentioned are the 

means through which the achievement of objectives will permit the accom-

plis hment of the final end "the contribution of the pa r ticipa tion in a 

custom union to the economic and socia l development and g rowth of Peru" . 

This s hould be implemented through the formulation of a "policy of economic 

integration". 

The static al t e rnative will be treated in terms of the ex-post analysis 

made in the present work. Peru's pa rticipation in LAFTA between 1961-65 has 

not really affected the economy of the country. 

The smal l effect of the LAFTA membe rship was partly due t o the smal l 

sh.a r e of inti:-a-zonal trade to total trade of the country, approximately l~ 

( see Table 32) . Intra- zonal trade expande d during the post -LAFTA years due 

to the s ubs t antial increment of imports, which grew at 23 . 6~ annual cumula-

tive whil e expoi:-ts to the area only grew at 14.43 (see Table 33). Like-

wise negotiated exports a nd imports were both very dynamic. This situation 

resulted in a n agg r egate import surplus for the 1962 - 65 period of 30 .4 

million dollars (see Tabl e 31). It has been a r gued that such deficit in 

Lhe intra - zonal ba lance of trade could be compensated with export s urpluses 

to be achieved by the bala nce of trade with third countries . Nevertheless, 

this argument i s not valid because the overall balance of trade of Peru 

will not r each the capacity to a bsorb the intra-zona l def icits ; the projec-

tions of the Peruvia n foreign trade forecast f uture deficits in the balance 

of trade of t he country (39). 
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Sl,IOl' co1 1i:; i<lcr:itio11s nboul the f uture pros pe cts of intra-zonal e xports 

aml impurL:; will bl! s t <.1 L1.!d in the foll owing part. Intra-zonal trade is 

Lhe mos t sensitive aspec t of an economic integration process in its be-

g inning . Be tween 1961-65 most of the products exported to the LAFTA area 

were traditional items that had been traded long before LAFTA was organized. 

Mos t of the member countries g ranted a certain concession over all these 

product s . Likewise it i s expected that more import duty reductions will be 

g rante d in the f uture round negotiation . In general terms , the following 

fa cts will influence the future development of the Peruvian intra - zonal 

exports : 

i) increase in the domestic demand of the member countries . Fish products 

have good expansion perspectives in the Colombian and Mexican markets ; 

ii) increase in the degree of self s ufficiency of the LAFTA members. The 

production of petroleum in Argentina is a good example ; iii) product 

competition . Chile has increased its domestic production of sugar beet, 

decreasing the import of Peruvian s ugar; iv) trans portation costs and loca -

tion . The Argentinean s t ee l plants will be s uppl ied in the futur e with raw 

mate rials from the Bolivian iron ore depos its. They are closer than the 

Pe ruvians. 

The export scheme a lso faces a high market concentration. According 

to Table 37, Argentina and Chile are the main export ma rkets in the a r ea. 

Le t us see now which products s how good potential: among the agriculture 

items, coffee can be exported to Chile in l arge r amounts if some marketing 

diff iculties are overcome. This country does not belong to the Internation-

al Coffee Ag r eement, thus exports of this product are not counted within 
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t he Pe ruvian coffee quota. Cotton, due to the quality and length of the 

fibe r, can easily compete in the LAFTA market. More than one fifth of 

t o tal co tton exports went to the area (see Table 48) . Fish products are 

t he products with better perspectives . Colombia and Mexico have been ab-

s orbing increasing amounts of fishmeal and fish oil, respectively (see 

Ta bles 58 to 63 in the Appendix) although both countries s till maintain 

non-ta riff r estrictions overthe two products . 

On the import side, a s pointed out before, LAFTA i s a significant 

s ource of edible and food products for Peru. Due to the following f acts , 

a more heavy dependence is expected in the future: i) the concessions t hat 

Pe ru will have to grant, within the LAFTA rules of the game, in the future 

negotia tions, ii) the increasing demand for these products as a r esul t of 

the demog raphic growth and the growth and improvement of the income dis-

tribution, iii) the lack of a rational program for import substitution to-

gethe r with the time that the implementation of such a program will take . 

According to Table 4 9 , in the 1962-65 period, more than 803 and ap-

pr oxima t e ly three f ourths of the total i mported by Peru of live animals 

and mea t and preparations were supplied by LAFTA. Likewise, approximately 

953 of the total importe d of undressed hides and s kins came from the area. 

Peru will have to depend for a while on LAFTA for the supply of these 

pr oduc t s be cause a livestock program is a long-term measure. On the other 

ha nd , i t is expected that in the coming years the LAFTA zone will increase 

its s up ply (to Peru) of cereals and preparations above the actual level 

of 503. The bulk of this group is composed of Argentine whea t, a product 

in which Pe ru is a ne t def icit country . Fruits and vegetabl es imported 
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Ta bl e 48 . Pa rticipation of Peru-LAFTA basic export products in Peru's 
global exportsa (in percentage) 

Pr oduct 1960 1961 1962 1963 1964 1965 

Coffee 0.1 0 . 6 0.1 0.3 0 . 2 0 . 2 

Cotton 13.8 2 o. 6 24. 7 19.1 23 . 5 30.3 

Suga r 9.6 14.8 27.4 10.0 

Wool 0 . 4 0.5 0 . 7 0 . 6 0 .9 L O 

Fishmea l 2.5 2.4 2 .1 2 . 6 3 . 0 4 .1 

Fish o il l.9 8.7 10 . 2 12. 5 

Crude pe trole um 50.3 42 .4 34.7 49.0 32. 9 43 . 8 

Coppe r 0 . 1 1.1 5 . 5 4.0 1.6 0 . 2 

Iron or e 2 .1 2 . 2 6 .4 2 .1 3.9 o.s 
Lead 2 . 0 4.5 7 . 5 9.1 3.5 2.1 

Silve r 0 . 2 1.0 1.5 2 . 8 1.3 

Zinc 2 . 3 4 . 3 24. 2 20.0 16 . 6 13.2 

Other 28 .1 16.6 16.l 16.2 13. 9 12. 9 

To t a l 7 . 7 6.4 9.0 9 . 1 9.7 8 .1 

aSour ce : Table 38 and (38). 

from t he a r ea , with Chile a s the main supplier, have increased their share 

233 between 1962 and 1965 (s ee Table 49). 

Cons i s t e nt with the dynamic nature of the economic integration process 

the Peruvia n participation s hould be approached in dynamic terms. Such a 

dynamic approach ha s to be preceded by a s hort-run strategy to be formulat ed 
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in view of the future yearly negotiations, the Common Schedule to be set 

up in 1967, and while the policy of economic integration of Peru is imple-

mented . It has to be pointed out that other LAFTA members grant conces-

s ions in terms of a tariff reduction and removal of res trictions while 

Peru, due to its free trade policy, can use only the tariff reduction for 

the accomplis hment of the LAFTA rules of negotiation. In such a s ituation 

Peru' s ba r ga ining power in the negotiations is very weak. Given the lack 

of an economic int egration policy, the formulation of such a policy will 

have to be the bas ic step towards the dynamization of the Peruvian par-

Licipation. Likewise the almost irreversible nature of the integration 

movement s upports such requirement eve n more. The formulation of the men-

tioned policy should take into account the following means: i) Lega l: 

regarding the Peruvian industry, the need for an industrial policy has been 

noted . The issue of an Industrial Law will have to be the basic legal aim . 

Likewise the formulation of an Export Promotion Law will complement the 

g rowth of the indus trial sector. This ins trument will open the foreign 

ma rkets for the mass production to be s t arted by the expanded indus try. 

ii) Institutional: the integration process should be app roached primarily 

in economic terms. Research in this field will have to be carried on in 

order to derive the economic nlternatives to be t aken in policy formulation. 

There is a lack of .:in ins titution completely dcdicate<l to the analysis and 

t csc;1rch o( the Peruvian participation in LAFTA within the whole framework 

o( Peru's foreign trade . In this sense the creation of the Council of 

Foreign Trade and Integration is the most significant achievement in this 

mat t er to date . Ne verthe less , the lack of financial as we ll as technical 
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Table 49 . Part icipation of Peru-LAFTA basic SITC impo r t category in 
Peru 's g l obal imports a (in per centage ) 

SITC Category 1960 1961 1962 1963 1964 1965 

00 Live anima l s 12 . 7 10 . 7 63 . 7 95.4 86 ·4 83.5 

0 1 MenL and prepara t ions 54 . 4 70 . 7 74 . 0 78.8 74.3 72. 0 

L)4 Cl.!reals and pr eparations 42 . 2 36 . 9 50 . 4 72 . 1 61.4 60.0 

OS Fruit and vegetables 41.0 46. 2 42 . 1 49 . 8 56.0 67.S 

07 Coffee , tea, cocoa and spi ces 54. 2 41.5 40. 4 2 5 .1 13~2 42 . 3 

21 Hidl!S and skins, undressed 7 6 . 7 83.9 94 . 3 93 . 9 99 . 7 92. 6 

29 Crude anima l a nd vegetabl e 
materia l s , N. E. S . 20 . 4 59 . 9 75 . 0 56 . 2 47 .8 12 . 5 

33 Petroleum a nd der ivatives 18.2 22 . 6 24 . 4 9 . 0 13. 7 9 . 0 

41 Animal oi l s and fats 26 . 4 8 . 2 

42 Fixed vegetable oils 0 . 2 24 . 5 o. s 0 . 1 28 . 7 

53 Dyeing , tanning a nd color-
ing ma t e rial s 16 . 9 11.3 15 . 8 12 . 1 16 . 7 18 . 5 

Sb Fertilizer , manufactured 1.5 0 . 8 1. 2 1. 3 1. 3 1.5 

Other 1.4 1.3 1. 3 1.6 2 . 1 2. 7 

Total 7 . 3 6 . 8 8 . 4 11.1 10. 1 11.1 

8 Sou rcc: Table 43 . 
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s upport has relegated this institution to exercising mainly administrative 

funct ions . 1 iii) Financial: constitutes one of the mos t important measures 

t o be taken . The promotion of intra-zonal exports and a progr am of import 

s ubstitution needs financial support . The former through the creation of a 

Fund for the export of manufactured goods , for example . Likewise different 

credit lines (long and short-terms) should be established for the other 

branches of the export sector . 

Putting these three means into operation will permit the achievement 

of the policy objectives . Four objectives are accounted as the most im-

porurnt ones : i) Education: the knowledge of the integration process, em-

phas i z ing the case of LAFTA . Peru has signed a resolution in the Conference 

of Foreign Ministries held in 1965 by which every member country will have 

to start teaching the field of e conomic integration at different levels: 

s chool, university, entrepreneurs and labor unions . The building of an 

"integration mentality" is the main purpose of such programs . ii) Import 

Substitution: as we have seen in the previous a nalysis, Peru's import 

scheme comprises a s ignificant amount of edible a nd food products, having 

the LAFTA area as its main source of supply . 

Such a program will comprehend manufactured as well as edible and food 

products . In other words, it will cover all the import items feasible for 

J omes tic production . Edible and food products can be produced in the country 

in suCficicnt .:tmounts through the promotion oC the agricultural sector, which 

i s ~1 long -term measure . Future agriculture production in the LAFTA area 

will have to be located accon.ling to the factor e ndowment of each member 

1
Diario Ofic i al El Peruano, Resolucion Suprema No. 204 del 31 de Marzo 

de 1967. Lima, Peru, 13 de Abril de 1967. 
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country , thus the low productive a r eas will be diverted into othe r crops or 

kept frozen at present l ev e l s . Good e xampl es a r e the wheat production in 

Argent ina a nd Uruguay , cotton in Pe ru a nd Mexico , Qu ebracho in Pa r aguay, 

etc . iii) Export diversification: Pe ruvian intra-zonal tra de has been 

n~in ly concentrated in two membe r s : Argentina a nd Chile . Both of them 

have a bs orbed and s upplied a pproximate ly 7CJ'/o a nd 803 of total intra - zonal 

exports and imports , r espectively (see Tabl es 37 a nd 43). Likewise , in 

produc t terms , exports to LAFTA have not bee n d iversif ied; cotton, sugar 

and fishmea l comprised the bulk of the m (s ee Table 38) . In the case 

of imports they depended heavily on wheat, l ive cattl e and beef (see Table 

44) . The breakdown of this undive r sif i e d situation will be the main pur-

pose of the fol lowing prog r am. iv) Expor~romotion : which is in close 

relation with the preceding obje ctive, perhap s is the one that will play 

the k~y r ole within the dynami c approach of the Pe ruvia n membe r s hip . It 

is a l so a n objective s t a ted in the Pla n of Economic and Social Development 

of Peru 1967 - 70 ( 39) . Export promotion implies diversification in product 

as wel l as in market terms . Any program of this kind is based on a whole 

framework that makes the selling abroad feasible. Its impl ementa tion r e -

quires lega l, ins titutiona l and financial means . Concrete measures like 

fisca l incentives (tax exemptions for exports a nd promot i on of export in -

dust ries ) and c r edit lines (long and short-terms) should be taken as fir s t 

steps . A prog r am of expor t p r omotion could pa rtly he lp to offset the im-

port surplus s howed by the int r a - zonal balance of trade . Likewi se f r om the 

s tntic- poinl o[ vil~w, tr.1dl.! Jivl.! r s ion effect s , a lways pres ent in the ea r ly 

:-< t .11~··=- l'r .i pL·ocess or enmomic integration, can be l argely compensa t ed by 
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the trade creation effects to be generated by the promotion of new export 

products and the concessions to be obtained over such new items from the 

LAFTA member countries in the future round negotiations . Finally, if this 

promotion program will also influence the generation of export surplus 

aimed at the de ficit in the intra-zonal balance of trade, it could be stat ed 

that a sound r esult has bee n accomplished by the program of export promo-

tion. 

The following part will deal with some aspects about the formulation 

of s uch program as well as the lis ting of some key products that could be 

inc luded in the program. In 1965 EGLA sent a n advisory group with the 

purpose of studying the possible futur e products feasible for export to the 

area . On the other hand the LAFTA Executive Committee established a working 

g roup (Resolution 90) to s tudy the situation of the insufficient ma rke t 

count ries , to which Peru be longs. This group visited Peru in the middle 

of 1966 , having in mind the following objectives : i) to promote the use 

of the concessions alread y granted to Peru ; ii) to ide ntify those conces -

s ions with s mall scope a nd thos e that could be r emoved in future negotia-

tions ; iii) to dete rm i ne those products over which Peru could ask a con-

cession in future negotiation; iv) to identify those products in which Pe ru 

has a compara tive advantage and export possibilities for the LAFTA a r ea . 

Based on the r ecomme nda tions of both advis ory groups, plus the s ugges-

tions of s ome public and private ins titutions, the following lis t of pro-

Jucts was des ignated as the most important ones: 

a ) Ca nned fruits s uch as mango, pineappl e , mara'fion, cocona, aguaje , mara-

cuya, tumbo, etc.; fruit juice. 

b) Protein concentrate: fis h (71) and cotton seed (in raw form a nd 
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manufactured in noodles, crackers, soups, etc .) 

c) Quinua and Canihua products: flour, flakes and concentrate foods . 

d) Pisco (40) . 

c ) Dried food products: ga rlic and onion powder, shrimp powder, e tc . 

f) Tubers products: potatoes (alcohol and s tarch), cassava (sta rch) . 

g) Citrus products: essential oils (orange, g r apef rui t , tange rine and 

lemon). 

h) Fish a nd ma rine products: canned trout and sea f i sh , processed sea -

weed ( agar-agar) . 

i) Textile products: alpaca and other auchenidae fibe r, cotton (extra-

long fibe r s as Pima, Karnak and Cerro), jute, (41) synthetic fibers 

(acrilic, polivinyl, e tc.) 

j) Ha ndicrafts : Artesa n products. 

k) Parts for the vehicl e assembly industry: g l asses , electric batteries. 

1) Fish indus try products : v essels, machinery a nd equipment for f i s hrneal 

plants, rubber products , fis hing ne ts. 

m) Fertil i zers: phosphates and products from petrol e um natura l gas . 
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V. SUMMARY AND CONCLUSIONS 

Economic integration has grown out of different circumstances in dif -

f e renL parts of the world . In Western Europe, for example, political con-

s iderations led to eco nomic integ ration. In the newly inde pendent countries 

of the so-call ed underdeveloped world, economic problems we r e the deter-

mina11t factors inducing economic integra tion . The last two decades have 

witnessed the emergence of economic integ ration as a new branch within the 

scope of inte rnationa l economics . 

The developed and the developing world have begun t o utilize this new 

field as a means solving their problems within the framework of world af-

fairs . Among the developed nations, the Western European countries have 

been grouped into t wo forms of economic integration : the EEC and EFTA . Both 

of th.em are seeking to maintain a s ustained economic g rowth and to raise 

their bargaining power in world affairs to the level of the USA, the USSR, 

and the COMECON. 

On the other hand, i11 the case of the developing countries the picture 

is quite different. A number of nations in Africa and Latin America were 

jus t Leaving the stage of pol itical instability when they achiev ed their 

independence; then, as a La ter s t ep , economic g rowth and development be-

came the l ead ing issue in a ll of them . Likewise , as in the developed world, 

the bargaining position of these nations as single units was too weak to 

have any influence in the framework of world trade and affairs . Thus , both 

problems have accelerated the adop tion of economic integr ation as a fashion-

a bl e means for their solution . 
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In rece nt years there has been strong tendency in the less developed 

countries towards integration . Diffe r ent forms of economic union have been 

organized a mo ng these na tions : the East Africa n Common Market, the Arab 

Common Market in the Middle Eas t and the CACM, LAFTA and the Caribbean 

Free Tr nd c Arca (CARIFTA) in America a r c exa.nples of s uch attempts at 

economic integration . Othe r forms of world integration tha t ha v e tak e n 

C"oot in rece nt d ecades a r e : the GATI and t he Informal GC"oup of the 77 

Countries which participate in the formul a tion of a common trade policy 

fo r the developing countries that be long to the UNCTAD. 

It has a lready been noted in this thesis that the theoret ical f r ame-

work of e conomic integ r ation wa s well s t a t e d in 1960 , when Jacob Vine r 

wrote his book "The Custom Union I ssu e " . This framework involves the use 

of the s o-called classical postulates of e conomic integration. All of them 

we r e s t a t ed in s tatic t e rms . In the l a t e 19SO ' s , whe n the EEC wa s or gani zed, 

the t hc ore t ica 1 framework of economic intcgr a t ion was applie d to the reality 

of this i1 rea and then reaojus t ed to its continuing deve lopment. It i s im-

portanL to point oul that al l of the membe r s of the EEC had al r eady achie ved 

a high deg r ee o f economic development a nd s us tained g rowth before they ife r e 

o r ganized into a customs union . 

Unfortuna t e ly, al l o( the class i ca l postulates do not a lways have s uch 

practical applic a bility for e conomic int egrat ion in und e rde v e loped areas . 

The countries comprising th1..se a r eas face a completely diff e r e nt situation 

Lh..in th<1t of t he developed 1reas . The developing countries a r e (a) competi-

Live in the product ion lnd l'x port of r a w materials , (b) mos t of them a r e 

sma l l-s L~ed nations , ( c) the u:· trans porta t i.on n nd other infrastructure are 

poor , •ll td (d) they Lend to e ngage in a hig hly protected ext e rnal trade wi t h 
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a sma l l v olume of intra - regional trade . All these characteristics call for 

a d i fferent f orm of the theory of economic integration when applied t o less 

Jeveloped r egions . So far ma ny attempts have been made to create a func-

Liona l the ory of cus tom unions applicable to these regions, and it is ex-

pect e d tha t s uch attempts will be furthe r elaborated in the near f uture . 

In this s t a t e of a ff a irs e conomic integra tion wil l have to be con-

sider ed as a promoting me cha nis m in orde r to a chieve the economic a nd 

socia l dev e l opment and g rowth of these a r eas . In othe r words , the changes 

in t he e conomic s tructure of unde rdeve loped a r eas induce d by e co nomi c i n -

L~graLion, a nd the accompanying welfare ga in a nd benefit achiev eme nts , will 

appea r as pos t - integration ef f e cts . Neverthe l ess, when eval ua ting a cus -

toms union cons tituted by developing countries , some of the pos tu lates of 

t he c lass ica l theory of economic integration may still be ut ilized . 

Cons i s t ent with the limitations of the theory of e conomic integ ration, 

Cha pte r III of the present work tre ats the ca se of LAFTA mos tly in t e rms of 

dynami c eve nt s (fore i g n trade for e xampl e ) rathe r than in static t er ms . I n 

this chapter it i s stated that e conomic integration in Latin Ameri ca has 

h,1J its roots i n the pos t-indepe nde nce yea r s , but the idea of that time was 

mainly based on political i ssues r athe r tha n e co nomic probl e ms . Howeve r, 

i n t he l as t two deca des the e conomic proble ms of the r egion be came the ma jor 

ones . The a s pira tions towards integration began in the early 1950 ' s , but 

no suit a bl e f orm of economic int egration exis t ed at that time. According 

to the c l ass ica l the ory of e conomic integration, none of the characte ristics 

oC Lat in Ame rica fit within the accepted des irabl e postulates . None the l ess , 

the economic probl ems of the r egion we r e increas ing in s uch magnitude tha t 



www.manaraa.com

171 

different so lutions were looked for. In this state of affairs economic 

integ ration was chosen as an alternative . 

The achievement of a susta ined economic a nd social g r owth and develop-

ment as we ll as the enforcement of the Latin American pow er of negotiation 

in world affairs we r e the main objectives for the organization of a cus -

toms union . The r ealization of these target s was complicated by the follow -

ing problems : deterioration of the gene r a l e xter nal conditions (commodity 

and geog raphical conc entra tion), overdependence upon fore i gn e xchange earn-

ings, decli1\e in intra - regional trade , demog r a phic explosion and poor com-

munication systems . Regional secr e t ariats of international institutions 

( e . g . ECLA), have been concerned wi th the economic and social development 

of the region . After a number of meetings and consultations held by ECLA 

a 11d other international institutions , in order to def i ne the way in whic h 

regional economic integration s hould be implement ed , general opinion favored 

t he es tablishment of a free trade a r ea, which would l ater evolve into a 

r egiona l common ma rketq Finally, on February 18 , 1960 , the Treaty of Monte -

video was s i gned by Argentina, Bra zil, Chi l e, Mexico, Peru, Paraguay, and 

Uruguay . Ecuador and Colombia joined the Association in 1961 , and Vene-

zuda a nd Bolivia did the same in 1966 a nd 1967 respe ctively . 

Th~ means cons idered in the Treaty of Mont evideo have different we ights 

as pe rta ins to creating an effective economic union . The gradual removal 

o[ trade barriers (quantitative and qualitative ) as a way t o promote intra -

regional trade, and the implementation of appr opriate measures favoring 

r e l ative ly less developed countries and countries wi th ins ufficient markets 

~ r~ a ccounted among the most importa nt means. The provisions granting specia l 
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s L•l tu,.; to cel·tain g r·oups o[ coulltr ies r ef le ct the bas ic ;i im o( the Trcu ty 

to clssure an even s hare of benefits to all the partner countries . 

Intra-zonal trade libe raliza tion was to be implemented over the 

course of a twe lve year period through the operation of the sys t ematic 

t a riff r eductions de fined in National and Common Schedules . Be tween the 

signature of the Treaty (1960) and 1965 six rounds of negotiations have 

been held in diffe r e nt capitals of the me mber countries, and the first 

negotiation for the Common Schedule took place in 1964 in Bogot a . The 

second Common Schedule negotia tion i s due to be held in 1967 in Montevideo. 

In some of the a nnual negotiations the average tariff r eduction conceded 

by the member countries l argely exceeded the 83 of the weight ed average ap-

plicable to third countries which is r equired by the provis i ons of the 

Treaty . Although most of the concess i ons were g r a nted for traditional pri-

mary prod ucts, which i s no more than safegua rding the c hanne l s of intra-

regional trade a lready in exi stence before LAFTA was organized, it has been 

reported that 10% of the concessions gr ant ed in the fif th a nnual negotiation 

(1965) corr esponded to manufactured items s uch as machine ry and electrical 

materials, a s ignificant improvement . Another important aspect within the 

trade negotiat i ons is that some members can grant non-ta riff restrictions 

(such as lice ns ing , quota r est rictions , e t c .) as concessions. This si tua-

tion es tablis hes a tacit disequilibrium in the ba rgaining power of the 

p<irticipant countries , considering the heterogeneous sys t ems of import 

,iuti,,s .llld other restrictions that each one maintains . 

All these circumstances have not affect ed the fact that negot i ated 

intru-~onal imports have fol l owed a n increasing trend in their participation 

in tota l intra -LAFTA t rade . This i ncr ease was f r om 773 of the total value 
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in 1962 to 893 in 1964 (data for 1965 is not yet available) . In other words 

this r epr esent s 40% more trade in negotiated products in 1963-64 than 1962-

b3 . 

The lack of dynamism in the LAFTA negotiations could be blamed in 

large measure upon the product-by-product system of negotiation of tariff 

reductions . The across - the -board system was first proposed , as an alterna-

tive method , at the meeting of Ministers of Foreign Relations held in 

Montevideo in 1965, although it was not approved at that time . 

In terms of institutional achievement s , the creation of the Council 

of Minis ters of Foreign Relations in 1965 has been the most important step . 

The main idea that supported such creation was the necessity to have an 

organ, within LAFTA, empowered to make Council decisions at the highest 

political level . 

One of the main aims of a customs union is to attract regional and 

foreign investment into the area to be integrated . It has to be admitted 

that in the case of LAFTA, domestic businessmen have not shown much willing-

ness to commit their own capital into regional ventures . Neverthe·l ess , 

most of the international f irms already have their permanent representatives 

of LAFTA' s headquarters with the purpose of following LAFTA developments . 

In the course of our analysis we have al r eady mentioned some of the most 

important private and public r egional investments. Perhaps the most im-

portant steps in the field of public investment in the LAFTA region have 

been the creation of a Pre-Investment Fund and the implementation of the 

Integration of Border Areas . The Pre-Investment Fund was established by the 

IDB in 1966, amounting to 16 . 5 million dollars a nd the Colombian-Ve nezuelan 
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and the Colombian-Ecuadorian .:l r c the t wo border progrrims i n operation up 

to now. The moneta ry and fi na ncia l i ssues arc. matters o( great infl uence 

upon the economic integration process . The Treaty of Montevideo lacks 

guidelines in this field. Nevertheless , two pos itive measures ha ve a l-

rea dy been adopted . In 1964, the IDB created a Revolving Fund of 30 

million dolla r s to f inancc intra -regional expor ts of cap ital goods through 

the gra nting of medium t e rm c r edits to the LAFTA manufa cturers and expor t -

ers . The other measure was the creation of the so - called " Multilater al 

Mechanism of Compensation and Recip rocal Credit" (MMCRC) . This instrument 

entered into force in 1 966. It establis hes bila t eral credits to be utilized 

by the participant countries . Both measures have dynamized intra -LAFTA 

trade. 

The a na lys i s of the changes that occurred in the trade between the 

LAFTA members is a t the same time one of the mos t important and most 

simple meas ures of LAFTA' s prog r ess . Measured by this yards tick, t he postu-

lates of the c l assical theory of economic integration have failed. Al-

though intra - zonal trade befor e LAFTA was organized amounted to only around 

10% of the global trade o( the r egion , in the pos t-LAFTA years intra-zonal 

trnde incr eased in r e lative and in abso lute t e rms. These increments are 

even highe r than those shown by the EEC and EFTA . During its first four 

years of ope r a tion , LAFTA' s intra - zonal trade increased 11 3% by value , com-

pared to 673 a nd 503 for the EEC and EFTA . 

Intra-zonal tra de has develope d in the fol l owing way during t he periods 

taken into a nalysis . In the pre-LAFTA year s (1950-1961) trade between the 

actual member countries operated within a network of bi late ral trade and 
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payment agreements . I ntra-zonal trade had grown negatively (0 . 93 per an-

num) during this period . On the other hand the significant increase that 

took place in the post-LAFTA (1961-1965) period could be partly due to the 

trade liberalization. During this period intra-zonal exports and imports 

grew at nearly 213 while extra- zonal and overall LAFTA trade only grew at 

1.9% and 3 . 43. This fact indicates that intra - zonal trade was the most 

dynamic component in LAFTA's overall trade. 

The entry into force of the Treaty of Montevideo has been followed 

also by a substantial increment of the intra-zonal trade for some member 

countries . Mexico and Colombia, for instance, practically gained a new 

ma rket when they started trading with the other LAFTA countries . Both of 

them more than doubled their share of intra - zonal trade in their gl obal 

trade. The relatively l ess developed countries, together with Mexico, 

are the only members of LAFTA that have achieved export surpluses during the 

post-LAFTA period. In the case of Ecuador and Paraguay, the special con-

cessions g r anted to them could partly explain the leadership of their intra-

zonal exports . Although Ecuador holds the lowes t share in the LAFTA trad-

ing scheme, its trade with the area doubled from 1962 to 1965. Paraguay's 

intra- regiona J trade represent s more than one fourth of its globa l trade . 

This country has traditionally maintained a s ubstantial trade with its 

ne ighbo r s Argentina and Bra zil, due to its condition as a land-locked 

country . Argentina, Brazil and Chil e are the main traders in LAFTA. This 

a lso expla ins why the first t wo have accounted for more than 3~ of the 

cumulat ive total concession between 1961-65. Likewise the three of them 

account e d for more than 503 of total LAFTA exports and imports in the 1962 -

05 period . 
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The implementation of a f r ee trade area in a developing area such as 

LAFTA faces a number of problems and limitations. 

Considering that the final goal of the integration movement in Latin 

America is the building of a Common Market, and perhaps a full Economic 

Union late r on, the Treaty of Montevideo is only the basic framework which 

gives the necessary provisions for the implementation of the Free Trade 

Area until its full functioning in 19 72 . This helps to explain some of the 

vague s tatements and incons istencies to be found within the Treaty . On the 

other hand, the rigid application of some of the provisions of the Treaty 

would disregard the heterogeneous degrees of economic development of the 

participant countries . For instance, there is a kind of latent conflict 

between the Most - Favored-Nat ion-Treatment-Clause of the GATT and the 

special status granted to the Relatively Less Developed Countries and In-

s ufficient Market Countries ; the concessions g ranted under the Compl ementary 

Agreements contempl a ted in Artic les 15 to 17 of the Treaty could not be ex-

tended to other member countries, contrary to the GATT clause . 

A sound evaluation of the benefits achieved by each LAFTA participant 

is il complicnted and diff icult task. Nevertheless , based on the available 

information, some useful infere nces can be made. 

In an oversimplif i ed analysis, one m<ly conclude that the benefits from 

trade liberalization have not been as even as expected . The highe r level 

o[ industrialization of Argentina, Bra z il a nd Mexico has permitted these 

countries to shar e more benefits than the other members. Argentina and 

Mexico shc:Med a net export surplus in the 1961-65 period. Likewi se the so-

cal Led "Southern Countries" , Argentina , Brazil and Chile have represented 
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over 703 o[ intra -LAFTA trade . Of the r emaining 303, Colombia , Peru and 

Uruguay ma intained import surpluses while Ecuador and Paraguay showed 

favorab l e int r a - zo nal tra de ba l a nces mainly due to the special status they 

enjoy under the Trea ty . 

In general t erms , the increas ing proportion of non-tradi tional items 

in the scheme of intra-~onal trade plus the rea d j us tment s in the implementa -

tion of the LAFTA me chan i s ms indicate tha t economic integration is a ccomplish-

ing its objective to fos ter and promote fo r e i g n trade in terms of intra -

regional trade, cons idering the important rol e that fo r e i gn trade plays in 

the development of a n unde rdeve loped region . In country terms , the nego-

tiation between Lhe different LAFTA members will r esult in the granting of 

mutual t a riff r eductions, but no country ca n be enti rely ce rtain the con-

cessions tl1at it g ranLs will be equiva l ent to the concessions th<tt it will 

receive . The differ ent economic s itua tion of each member of LAFTA (height 

of import duties, deg r ee of deve lopment, non-ta riff ba rrie r s , etc . ) will 

not permit , at l eas t in Lhe s hort run , the achievement of equitabl e benefits 

by a ll . Neve rtheless, over the l ong-run, sho rt-run disparity in benefits 

and even l osses , whe r e they may occur, will be converted to a more eve n 

disLribution by th e r ead jus tme nts gene rated through economic integration. 

Final ly, a ba l anced economic a nd s ocial development a nd g rCANth within LAFTA 

will depe nd ve ry much on the deg r ee to which domes tic monetary , fisca l, and 

economic policies wi 11 be s ucccs sfu l ly c oordirlc'.l ted amo ng the partner coun-

t r i..? s in the coming years . 

The impl eme nta tion o f economic integr ation in a Jeve l oping a r ea like 

the one comprising LAFTA has to follow a dynamic path . Cons i s t ent with 

this fact, the mecha nis ms of the Trea ty of Montevide o will have to be 
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g radually r eadjusted and/or changed in accordance with the r eq uirements 

of new event s and the process of development of the economies of the mem-

ber count ries . It has to be recognized that s ince 1960 the member country 

represent a tives , the LAFTA Secretariat, and the t echnical staffs of other 

regional ins ti t utions have tried to apply the provisions of the Trea ty 

of Montevideo in the mo s t functional way . 

Fore i g n trade has played a very importa nt rol e for the Pe ruvian e conomy 

between 1950 a nd 1965 . The export sector became the leading sector in the 

economic g rowth of the country during the 1955-65 decade . The tremendous 

cxpans ion of the export sec t or has been transla ted into a high income 

1~ rowth and balance of payments s trength . The dynamic development of Peru ' s 

fore ign trade was ma inly due t o th~ export products diver s ification thut 

has taken place s ince the middl e 1950 ' s . 

Although the gene ral trend of foreign trade s howed g rea t dynamism with 

consequent be nefit fo r the economy of the country , the Peruvia n participa -

tion in LAFTA, as an impor.an t aspect within Pe ru ' s fo r eign trade s ince 1960, 

has not s how n the sam~ dyna rn ic pa t h o[ the overa ll trade . So f a r , LAFTA 

membe rship has not given Peru the be nef its it might have expected f r om a 

procl!Ss of e conomic integration . 

After Lour years of opt- r a tion (1961 - 65) , LAFTA had not s i g nificantly 

.il f ec t ed the Peruvian economy . Al though there. a r e not many tang ibl e be ne -

r its r ece ived from the membersh ip, :i compa rison between the p r e -LAFTA 

(1950-ol) a nd post-LAFTA (1961-65) pe riods throws some lig ht on the achieve -

ments obta ined from LAFTA in t e rms of i ntra-zona l trade . The present LAFTA 

area was an important trading market for Pe ru in the early 1950 ' s , but its 
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high share started to decline t™ards the end of the p r e - LAFTA period 

(19ol) . The USA and the European markets like the EEC and EFTA absorbed 

t hi! loss in LAFTA' s participation . On the other hand, the domestic sup-

ply in the LAFTA member countries increased very much , reaching in some 

of them a l evel of self suff iciency in certain products . Ex.ports to LAFTA 

grew .'.lt a lower rate than imports . In spite oL this fact the intra -

zonal balance of trade showed export surpluses in the decade of the 1950 ' s . 

In the post-LAFTA period, the change thaL took place after the entry 

into force of the Treaty of Montevideo (1960) was r eflected in a recovery 

in both intra-zonal exporLs and imports, in absolute as well as in r elative 

values . This recovery tendency of the post-LAFTA years was mainly based on 

two fac tors : Lhe trade 1 ibcral iza Lion induced by the LAFTA concessions , 

and the natural inc r ement in Peru's foreign trade , due on the one hand to 

Lhe increase in the domestic demand as a consequence of its economic g rowth 

and on the other hand causC;;d by the incremenL in the export production 

(Cishmeal , copper, etc . ) o[ some producLs . In this period export s to LAFTA 

Jt>cl ine<l its share i.n th<! tolil l exported to only 8 .13 , while imports from 

th.._ zone accounted for -ipproximatcly 113 between 1963- 65. Likewise intra-

.lu1wl imporLs g r ew at 2o.3% compared to only 14 . 43 of its counterpart , 

intrn - ~onRl cxpor Ls . At this Lime the bala nc e o( trade with the a r ea be -

c<lme negative. The aggregate value. lor the 1961-65 period shows an import 

surplus o( 40 . 7 million dollars . 

WiLh rl:.p,nrd to nc.goti.1ted and non-11egotinLcd intra-zonal trade, we 

Jr,1w rh.! Loi lowing conclusion: Both negotiated exports and imports sha r ed 

tile highes t proportions ol intra-zonal exports and imµorLs . NcverLhclcss 



www.manaraa.com

180 

Peru, Jue to its low export <liversification, is appa r ently only utiliz ing 

the LAFTA co11cessions g r anted over the so-cal led traditional export pro-

ducLs , whil e the other member countries are making use of most of the con-

cessions included in the Peruvian NaLional Schedu l e . 

In Lerms of the classical theory o[ economic integration , Peru's 

intra-zonal trade shows very few cases of: Lrnde crcntion . Fishmeal and 

[ ish -oi l exports to Mexico and Colombia are good exampl es of the former a nd 

pcrh<lps some imports from Mexico can be also quoted . On the other hand, 

the increment in cereal, meat and live animal (beef and mutton) imports 

from Argentina an<l tanned natural leather products from Paraguay r epr esent 

neither Lrade creation nor trade diversion. Considering that Peru does not 

produce Larrned natural lenther pro<lucLs and iL is a country deficient in 

meat and ccrea ls, the incr·emcnt in the imporl of these products seems to 

have been mainly a desirable increase fror.1 efficient sources of s upply rather 

Lhan n ch<'lnge from non-member countries . 

Peru ' s export:.:: to the arc<1 went 1Minly to Argentina and Chil e during 

the pre- an<l post - L.\FTA yl!ars . These countr ies bought more than 65% of 

the valu1... of P""ru's intr01-zon.il exports. Intra-zonal exports were influ -

e nce<l by Lhe LAFTA negotiations in the [ol l wing way : s ince 1962 , t he first 

year in which the concession s entered into force, mos t of the products 

traditiona lly export ed by Peru we r e g r adually g ranted a certain kind oE con-

cession during, the (al lowing round negotiations (tariff reduction, licensing 

requirements, etc . ). In this state of affairs the concessions scheme widened 

Ll.., lhl.! point in which ekven out o( the twelve traditional products were 

exporLeJ in 19o5 und e r the st..it us ol negotiate<l items. As a consequence of 

this, negotiated product:; have incrcaseJ its sha r e in total intra-zonal ex-
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ports and non-negotiated ones have followed the opposite trend . 

Among th ~ agricultural group of products, cotton exports to the area 

r~prcscntcJ around 203 in 1962-64, shari ng as high as 303 in 1965 of total 

cotton exports . This product has represented approximately 153 of Peruvian 

globa l exports between 1961-65. LAFTA (in fact solely Chile) has been a 

traditional market for suga r, but in recent years this product has dropped 

its share in total cx~orts (1960-65) by one ha lf . Now the area only buys 

10% o[ Lhe total sugar exports (1965), a nd this product is decreasing its 

share within Peruvian total exports . Fishmeal and fish oil, even though 

they have sma ll shares in intra-zonal exports, are increasing their import-

ance as export products to the LAFTA bloc . For example fishmeal doubled 

its share during that period, and fish oil increased from 1.93 to 12.53. 

The importance of fishmeal as an export product for Peru is well known and 

it represented 23 . 43 by value of global expor Ls in 1965 . 

In the mining, group 133 of zinc exports went to LAFTA, and half of 

crude petroleum exports w1.1re bought by this area . This latter product has 

be~n sharply decrc1::;ing in importance as a n export item, but z inc still 

shares approximately 5~ of Peru's global expor t s . 

Imports originated in the LAFTA bloc have been much more dynamic than 

exports. The rising trend started in 1958 reached its upper peak i n 1965 , 

whe n intra-zonal imports amounted to 80.9 million dollars (the highest 

value ever reached by imports from the area) . Argentina and Chile have 

be.en the most important import sources in LAFTA since the early 1950 ' s . 

During the 1950-65 period they shared approximately 803 by value of intra-

zonn l imports . Most o( the imports from the a rea were composed of negot iated 
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products . Nl'Vl-'rthc l css , ncgot i::iLcd nnd non-ncgotiatcll imports fol lowcJ 

jusL th~ oppo~itc trc11d in terms of thl.!ir rcspcc Live s ha r es in intra -

~011a l imporLs . The l a tte r increased from 12 .13 to 21 . 93, while the former 

dropped from 87 . 83 to 78.13 between 1963-65. 

LAFTA has been primarily a source [or edible and food products for 

Peru . Included in the SITC categories that comprise foodstuffs (00 , 01, 

04, 05 , 07, 41 a nd 42) , they r e presented between three fourths and one half of 

the total imported of these ca~egories by Pe ru . For example a r ound 803 of 

live animals, more than 703 of meat and preparations (beef in particular), 

and approximate ly 603 of cereals and cereal preparations (espec ially wheat) 

were supplied by LAFTA . This la s t category a lone represent s approximately 

83 of Peru ' s g lobal imports . Likewise these three categories accounted fo r 

mo r e than half of int r a - zonal impo r ts. Finally more than 60% of Pe ru ' s 

tota l import s of fruits and vegetables a nd a s ubstantia l a mount of undressed 

hides a nd skins ( nea rly 953) came from the LAFTA a rea. Neverthel ess , manu-

fac t ured and semi- manufactured products (comprised in the 5, 6 , 7 and 8 

SITC Secti ons) that comprise the bulk of Peruvian global imports a re only 

trade d with the LAFTA area in a ve ry small proportion. 

Pe ruvia n indust r y operates within a framework of high protectionism, 

unde rcapacity of production and hi gh pr oduction costs . In other words 

through the existing protectionism, mo s t of the indus tries have concentrated 

only on the domes tic marke t, based on the fact that potentia l export indus -

tries <.ire almost lacking in ample domestic capital investment (a notabl e 

part of the i11vestmc nt <l-.:pcnds upon foreign sources) , t he appropr iate 

manage ment ( e nt r epreneurs and s taff with an indus t r ial bas e in engineering) , 
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and an export mentality among the entrepreneurs . 

On the other hand, it should also be mentioned that the incentives 

given by the public sector are out of date. The Industrial Promotion Law 

and the other related regulations only have a few specific guidelines re-

ga rding either the export industries or industrial programming in terms 

oE the LAFTA market. The ach i evement of a hig h l evel of industrialization 

is nn c[[cctivc mc~11s through which Pe ru can share more stable benefits 

[ram l'Conomic integration. Th :.s is why n serious attempt towards indus-

trialization s houlJ be prompt! y s tarted, beginning with the formulation 

o[ an " industr-ial pol icy" . 

Peru has not yet obtained any t angible be neEits from its par-ticipation 

in LAFTA. Perhaps the only r e lative achievement that could be taken into 

account is the r e lative expansion of its intra-zonal trade . In general terms 

it can be stated that after five years the LAFTA membership has neither-

contributed nor affected the economy of the country. 

Consistent with the ~x-post nature o[ the analysis undertaken in the 

present work, and bas ed on the events occurring in the two periods , we can 

draw s ome inferences about the future devel opment of the Peruvian participa-

tion and the benefits to be obtained from it. Static and dynamic assump-

tions should be taken into a ccount in order to make s uch inferences . 

Under the static assumption the Peruvian participation will follow the 

actua l status of memberships without any change in the provisions that 

r egulate the partnership. 

The following outcomes a r e expect ed f rom the Peruvian intra - zonal trade 

if the same status of mem bership prevail s . Intra- zonal exports a r e already 

becoming more concentrated upon the so-called twelve traditional export 
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products . These prod ucts grouped in agricultura l, fish and mining have 

r epr esented an increasing yearly s hare in the post-LAFTA period, whi le 

other exports droppe d its s hare (it comprises non-traditiona l exports). 

On the othe r hand, we already know that foodstuffs r epr esent a con-

siderable part of i ntra - zonal imports a nd that they will g r ow a t least a t 

the rate of the population increase . Imports constitute a rigid variable 

within the framework of the intra - zona l balance of trade , because the LAFTA 

mechanisms r eq uire the partner countries to g r a nt tariff reductions in each 

a nnual round negotiation, :ind mos t of the food products imported f r om the 

a r ea have already been included i n the Peruvian National Schedu l e . 

The expa nsion of Peru' s trade with the a r ea will occur as a conse-

quence of the e nte r ing into ope r a tion of the "ru les of the game" of LAFTA. 

On the one hand , the future annual round negotiations ( concessi ons over 

imports) and the second Common Schedul e to be negotiate d in 1967 a r e fac-

tors that s hould foster this expans i on greatly . The high levels to be 

r ea ched by intra - zona l t nde wi ll be immediately r ef l ec t ed in a highe r shar e 

on Peru ' s g lobal trade , thus the effect of future possible i mport s urpluses 

in the intra-zona l balance of trade wil l be more significant . Likewi se , 

th~rc will a l so be a n effect on t he al r eady expec t ed negative balance of 

trade or Pc r-u . 

From the a bove a na lysis i t can be inferr-ed that t he Peruvian partici-

pation l acked an export and import market d i ver-sification, s howing at the 

same t ime an expor t concen tr-at i on in the so- cal l ed traditional products as 

we ll as a heavy dependence on food and edible imports from LAFTA. IE this 

s itua tion i s pr-ojected into the futur-e without a ny su bstant ial changes in 

the way the participation is a pproached, the membership would not l ead to 
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the achievement of shor t and long run benefits expected from a custom 

union . 

Economic integra tion in developing r eg ions is synonymous with dynamism . 

In this sense the implementation of an economic integration policy would be 

the step thc.lt would further indu ce the r equired s tructural changes in the 

economy of the pa rticipating countries . In th<.:. case of Pe ru, its member-

ship will have t o be approached in t erms of economic as well as soci al and 

political measures. In othe r words , a "defin ed policy of eco nomic integra -

tion" must be the basic (ramework in order t o make the Peruvian membership 

fruitful . 

Analyz ing the exact position of Pe ru in terms of an economic integra-

tion policy, we found that s uch a policy does not exi st . Each year the 

Nationa l LAFTA Commission e labora t es the National Schedules to be submitted 

to the annual negotiations . But, beyond this, it can hardly be said tha t 

the re is any cohe r ent and unified s trategy fol l owed in the negotiation 

rounds . Likewise , the economic sectors of the country have been operating 

with a number of incentiv1;; mechanisms ; the Industrial Promotion Law, the 

Mining Code a nd other-s , but none of these displays any guidel ines in terms 

of their adjus tment to the mechanisms and norms of LAFTA. 

The existing LAFTA Nationa l Commiss ion a nd it s s uccessor, the newly 

created Council of Foreign Trade a nd Integr at i on , up to now mainly hav e been 

concerned with administrative f unction s without complementing these with 

the urgently required r esearch designed to improve the benefits from the 

Peruvian membership. This lack o( functionality i s mainly due to the number 

o[ Lega l, institutional <111d fina ncial limitations . 
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It i.s important to consider that within LAFTA, Peru is the country 

that follows a r ather libaral policy in t e rms of foreign trade (only until 

1967) . It s Lill maintains the lowest import duties within LAFTA \'7ith 

a lmo~t no non-tariff restcict ions . In this sta t e of affa irs the barg~i.~

in:?, po.>i tion of Peru i.s Cl v-ery '"'eak one . Whil e other memb\! r co1ntries 

can grant the r emova l of qualitativa r estrictions such a~ quotas, pre~ious 

licen.>es, etc . as co11cession:o, Peru has to 101'7P.r i.ts import duti.P.s, .:is 

it s only barga ining ins t rume nt of foreign Lr<:lll•~, in oru 0~r to f ulfill the 

requirements of each r o1r1d of. negotiatio~s. The "pol i.cy of economic in-

tegration" wo·Jld be implemc nli!d t.'1~·ough the put t ing into operation of 

legal a~d in~tituti.onal, as well as f inanc i a\ mea: ires . 

Export prutl Jcts concen~ r-ation can be overcoMe with an export pr:-orno -

tion program and the increas ing imports from the a rea could be c ut dow~ 

to some extent by impact s ubs t i.tution . Likewise, an export promotion 

progr:-am would also imply a tlive r s if ica tion of the export s tructure through 

the ma rk et possibil ities of the other member countries. 

Togethe r with these objectives, the widening of knowledge of the 

integration movement in La tin America , emphas i:.dng the objectives of 

LAFTA, i s of vital importan ce. It has bee n s ugges t ed that a number of 

cour-scs ubout these topics s hould be organi~cd a t tliffer:-ent l evel s : 

school, univcrs ity and even ldbor unions . Such a program would create 

in all the different sectors of Lhe country the wide suppo rt that is r e -

quired in order to effective ly implement the Peruvian participation in 

LAFTA. 
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The benefit s to be obtained in dynamic te rms from LAFTA will be 

generated afte r the application of the mechanisms s tated in the "policy 

of economic integration" . The market a nd product expansion of the intra -

zona l tra de would he lp to turn the Peruvian partne r s hip into a more prof it-

nble one , contributing t o the socia l a nd eco nomic deve lopme nt and g rowth 

of Pe ru . 
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Table so . I ntra -LAFTA trade - 1960a ( t housand dol la r s, exports and imports F. O. B.) 

Imports 
Exports Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Peru Uruguay LAFTA 

Argentina 82837 4167 3 262 58 760 8518 15464 12 901 16247 3 

Brazil 56392 11551 253 41 189 995 371 16597 86389 

Chil e 17880 5814 998 701 371 51 3350 1066 30231 

Colombia 142 48 958 370 71 3245 14 4848 f-"' 
\0 

°' Ecuador 24 2 2006 2414 16 8 196 7 467 3 

Mexico 631 1214 1349 1243 434 27 700 142 5740 

Paraguay 7652 80 1 1166 8899 

Peru 9466 2115 16522 771 3132 805 8 667 33486 

Uruguay 2369 307 256 137 12 6 10 139 85 3429 

LAFTA 94556 92417 74315 6078 4862 2222 9746 2 3412 32560 

a Source: (4) . 
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Tabl e 51. Intra -LAFTA a trade - 1961 (thousand dollars , exports and i mports F. O. B. ) 

I mports 
Exports Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Peru Uruguay LA FT A 

Argentina 26781 43012 318 68 1147 8670 14243 5791 100030 

Brazil 67426 8765 1148 73 218 575 1238 157 5 5 95198 

Chile 2317 1 6282 273 478 268 25 2863 1434 34794 

Colombia 179 215 2 97 1215 220 3902 71 6099 

Ecuador 53 2468 4493 67 4 361 11 7457 
....... 

Mexico 1131 1807 1490 1761 604 33 839 214 7879 IO 
'.J 

Pa raguay 8721 68 1 2 1096 9888 

Pe ru 8153 3820 14364 946 1912 912 17 1424 31548 

Urugua y 1830 1842 774 538 146 33 520 145 5828 

LAFTA 11 0664 40815 71170 9477 4497 2865 9844 23593 25796 

a source: (4). 
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Table 52 . Intra- LAFTA a trade - 1962 (thousand dollars , exports and imports F . Q. B. ) 

-.......... Imports 
Argentina Brazil Chil e Colombia Ecuador Mexico Paraguay Peru Uruguay LAFTA Export'?'--

~ 

Argentina 684~-4 317 50 2286 93 954 5492 2 5645 6740 141414 

Brazil 48453 9349 156 27 303 2110 1243 14126 7 5766 

Chile 14858 18513 663 454 682 30 3121 1062 39383 

Colombia 692 15 990 1502 108 15 3841 143 7 306 

Ecuador 198 2 2263 3107 1 514 2 6087 ..... 
\0 
CX> 

Mexico 2260 7 597 2340 1654 649 15 1650 519 16684 

Paraguay 9611 108 22 1 1 1147 10890 

Peru 8260 1107 3 2 3665 1000 1527 1794 8 1449 48776 

Uruguay 162 5 3006 92 5 1983 133 36 226 81 8015 

LA FT A 85957 1087 68 71303 10850 4385 3878 7897 36095 25188 

a Source: (4) . 
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Table 53. Intra-LAFTA trade - 1963a (thousand dollars, exports and imports F.O.B.) 

Argentina Brazil Chil e Colombia Ecuador Mexico Pa raguay Pe ru Uruguay LAFTA 

Argentina 77538 41476 8194 319 2651 957 3 35532 9721 185004 

Brazil 46203 10441 549 27 1353 2934 1044 13495 76046 

Chil e 14476 26962 873 741 1157 28 3708 1382 49327 

Colombia 623 12 9 322 2660 216 38 1777 285 6050 I-' 

'° '° Ecuador 270 13 2087 4242 7 1 1371 28 8019 

Mexico 2452 10131 5033 3918 919 50 2953 4 90 25946 

Paraguay 8594 395 165 1 1 8 1494 10658 

Pe ru 6272 9897 24770 1736 1590 2426 7 2428 49126 

Uruguay 91 6 9694 1471 1657 2 37 89 37 5 563 15002 

LAFTA 7 9806 134759 85765 21170 6494 7907 13006 46948 2 9323 

a Source: (4) . 
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Table 54 . Intra -LAFTA trade - 1964a (thousand dollars , expor t s and i mpor ts F. O.B. ) 

Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Peru Uruguay LAFTA 

--
Argentina 97188 4072 0 9115 1088 5618 11305 307 34 22649 218417 

Brazil 90819 11320 1990 397 62 53 251 3 12 57 18223 132772 

Chile 207 01 23034 17 62 1172 1837 34 4050 1905 54495 

Col ombi a 3400 300 3700 300 2700 500 10900 
"' 0 

Ecuador 2305 130 1642 72 52 48 18 1743 188 13326 0 

Mexico 8515 5638 9469 5314 959 65 2795 1228 33983 

Paraguay 11641 134 12 3 1 7 6 2934 14846 

Peru 14207 10161 28944 2845 1766 3626 10 2 978 64537 

Urugua y 4100 1900 1800 5200 100 100 200 1600 15000 

LAFTA 155688 138185 9431 8 33479 9182 177 89 14145 44885 50605 

a Source : (4) . 
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Table 55 . Intra -LAFTA trade - 1965a (thousand dollars, exports and imports F. O.B . ) 

'"--.Jmports 
Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Peru Uruguay LA FT A Exports ..... 

Argentina 107100 53400 7100 600 6700 10600 37600 8000 231100 

Brazil 140914 19147 2829 172 9101 22 50 11853 11140 197406 

Chile 26500 14100 1900 1400 2800 4600 1900 53200 

Colombia 5454 377 755 3928 517 192 5198 279 16700 

Ecuador 2717 5 147 6 6374 167 26 2068 349 13182 N 
0 ...... 

Mexico 7 385 5427 12267 5524 1313 81 3517 831 36345 

Paraguay 14723 1-+2 255 15 12 11 114 2223 17495 

Pe ru 19646 5284 17419 4318 1372 4344 17 1667 54067 

Uruguay 3097 5373 906 4638 71 261 210 1026 15582 

LAFTA 217719 137803 104149 26324 8868 237 34 13350 63908 26040 

a Source : (4) . 
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Table 56. Peruvian foreign trade by contentsa (million dollars) 

Year America Asia 
LAFTA USA Other Total Japan Total 

Africa 
Total 

Oceania 
Total 

X M X M X M X M X M X M X M X M 

1950 51 . 2 14.7 50. 7 98.6 13.5 4.6 115 . 4 117 . 9 2 .1 
1951 
1952 

1953 

1954 

1955 

1956 
1957 

1958 

1959 
1960 

50.4 21 . 0 58 . 9 
66.6 17.7 66 . 8 

51. 2 l 7 • 9 84 • 5 

156 . 8 11.9 7 .6 
161 . 4 12.0 21 .6 

161.3 8. 5 LL.2 

121.2 185 . 4 7.8 
145 .4 200 . 7 7 . 6 

144.5 201 . 4 11 . 8 

39 . 9 21. 1 88 . 0 129 . 5 13 .1 9 . 7 141.0 160 . 3 15 . 9 

49.9 23.1 97 . 6 150.2 15 .5 12 . 4 163.0 185 . 7 10.1 

46 . 9 20.3 114 . 8 202 . 3 22 .2 18.9 183 . 9 241 . 5 14.9 
44.7 30 .1 115 .4 240.7 27 . 8 20.9 187 . 9 291.7 24 . 0 

38.1 20.7 11 0 . 8 205 . 1 21.5 20.4 170 . 4 246.2 8 . 3 

46.7 20.8 98.2 155 . 6 24.8 16.8 169 . 7 193 . 2 15 . 9 
33 . 5 27 . 5 156.4 164.S 35.9 20 . 5 22S . 8 212 . S 26 . 9 

0.4 9 . 4 3.6 0 . 2 
1.4 11.d 7.8 

2 . 1 9.0 10.5 

4.1 13 . 4 10.2 

3.9 19 . 1 8.1 

5 . 2 12.0 11.4 

6.2 19 . 0 12 . 8 
9 . 7 24.9 18.6 

6 . 2 10.7 12 . 6 

7 . 8 17 . 4 13 . 8 
12 . 4 27.8 21.6 

0 . 3 
0 . 6 

0 . 4 

0.9 

0 . 4 

0.6 
0 .7 

LS 

1.4 
0 .6 

o. 7 

0.3 0 . 2 5.2 
0.2 
0 . 2 

0.2 

0 . 3 0 . 7 
0 . 3 

0 . 9 0.1 

0 . 2 o. 9 

C.4 1 . 4 0 . 2 

0.4 0 . 2 0.2 
0.4 1 . 8 0.2 

0 . 4 1 . 0 0 . 6 

0 .5 1. 0 2 . 3 
0 . 6 0 . 6 2 . 7 

0. 7 3 . 9 2 . 1 1961 

1962 

31 . 5 3 .• 8 177 . 3 2 07 . 0 31 . 0 22 . 8 239 . 8 261 . 6 37.S 19.3 41 . 0 29 . 7 

48 . 9 45.2 186.4 212 . 4 22 . 8 24 . 4 258 . 0 282 . 0 34.9 20.2 38 . 0 39 . 7 0 . 8 0 . 7 3. 0 3 , 7 

1963 49.1 62 . 0 189.2 207.6 13 . 4 24 . 8 251 . 7 294.4 42 . 0 35.2 44. 6 48.1 2 . 6 
1964 64.5 58.9 206 . 6 236 . 0 13 . 9 33.4 285.0 328. 3 60 . 9 32 . 3 70 . 2 42 . 4 0 . 9 

1.0 2 . 7 3.2 
1. 0 0 . 5 4 . 5 

1965 54 . 1 80 . 9 224. 7 290.1 15.2 50 . 5 294 . 0 421.5 61.3 52.1 67 . 4 65 . 9 0. 9 1. 0 2 .5 6 . 2 

a Source : (38) . 

N 
0 
N 
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Table 56 . (Continued) 

Year Euro e 
EFTA b EEC t1 K Total Ot he r Total World 

x M x M x ~ x M x M x M 

1950 28 . 9 17 . 3 33.3 30.1 38 . 1 40 . 3 0 . 6 1. 6 67 . 6 59 . 2 193 . 6 186 . 2 

1951 50 . 6 36 . 4 60 . 4 31. 2 67 . 5 45 . 9 0 . 2 3 . 2 118 . 3 85 . 5 2 52 . 6 279. 7 

1952 53 . 7 34 . 1 19 . 7 26 . 2 i 9 . :. 32 . 6 3 . 2 82 . 9 75 . 9 2 38 . 7 287 . 6 

1953 35 . 1 38.4 2 o. 7 2 5 . 1 26 . 5 40 . 6 0 . 5 1.9 62 . 1 80 . 9 222 . 0 2 92 . 9 
1954 -+2 . 9 41.2 35 . 0 22 . 3 41.7 37 . 7 0.5 2 . 2 85.1 81.1 247 . 6 249 . 7 

1955 55 . 5 54 . 7 27 . 6 2 6. 6 36 . 5 45.5 1. 6 2 . 3 93 . 6 102 . 5 270 . 8 300 . 3 
"" 1956 60.4 74 .5 35 . 5 32 .3 45 . 0 51.4 1.7 3.3 107 . 1 12 9. 2 311.4 384 . l 0 w 

1957 68. 8 75.9 33.4 33 . 5 43 . 0 58.5 2.0 4.3 113 . 8 138 . 7 330.0 449 . 6 

1958 69 . 6 71.4 2 6. 5 2 6. 7 35 . 5 48.6 1. 6 2 . 8 106.7 122 . 8 291 . 4 382 . 7 

1959 82. 5 63 . 6 30.6 21.2 40 . 1 41. 3 1.2 2 . 7 123. 8 107 . 6 314 . 2 317 . 4 

1960 133 . 6 83 . 8 33.7 2 5. 9 42 . 2 49 . 9 1.8 3 . 6 177 . 6 137 . 3 433 . 0 374 . 8 

1961 148 . 6 103.3 43 . 8 33 . 0 58.8 67 . 6 2.8 4 . 3 210 . 2 17 5 .2 496 . 3 469 . 4 

1962 166 .4 131.0 52 . 5 34 . 4 65.6 7 3. 9 7 . 5 5 . 8 239 . 5 21 0 . 7 540 . 0 536 . 9 

1963 158 . 6 12 6 . 2 49 . 4 40 . 3 60 . 5 78 . 4 19. 7 5.8 238.8 210 . 4 541. 3 557 . 1 

1964 219 . 7 12 3. 9 50 . 1 37 . 5 65 . 0 72 . 6 24 . 8 7 . 0 309 . 5 2 03 . 5 667 . 1 579 . 7 

1965 214 . 2 148 . 4 38 . 7 37 . 9 53 . 3 78.7 33 . 9 8.0 301 .4 235 .1 667.8 729.8 

bExpor ts incl ude ship consumption; impor t s i nclude non- specified countries . 
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Table 57. Principal negotiated export and import products by country a (thousand dollars) 

LAFTABTN Product 1962 1963 1964 1965 
Value 3 Value 3 Value % Value 3 

Argentina 
Exports 

55.01.0 . 01 Uncombed and uncarded cotton 4044 56 . 8 3222 78 . 9 9971 7 5. 8 1212 3 l7.0 
2 6. 01.1. 06 Iron ore 2100 2 9 . 5 784 19 . 2 1131 8 . 6 

Other 980 13 . 7 77 1.9 2049 15 . 6 5981 33 . 0 

Total 7124 100 . 0 4083 100.0 13151 100 . 0 18104 100 . 0 

I mports 
10.01 . 0 . 01 Wheat 18005 60.8 23441 49.2 26629 66 . 7 27682 58 . 2 
01 . 02 . 1. 92 Live cattle 5360 18 . 1 16990 35.6 4303 10. 8 5488 11. 5 
02 . 01. 1.01 Fresh refrigerated or 

f r ozen beef 1676 5.7 2743 5 . 7 2323 5. 8 3023 6.3 
41. 01.1. 01 Dried or salted cattle hides 897 3. 0 414 0 . 9 332 0 . 8 1139 2 . 4 
02 . 01 . 1.11 Fresh refrigerated or frozen N 

0 

mutton 161 0.5 270 0.6 531 1.3 1703 3. 6 ~ 

32.01.0. 02 Quebracho tanned leather extract - 357 o. 7 533 1.4 618 1. 3 
Other 3523 11.9 3480 7.3 527 6 13.2 7925 16.7 

Total 29622 100 . 0 47695 100. 0 39927 100. 0 47 578 100.0 
Brazil 

Exports 
7 9 . 01 . 1.01 Unrefined zinc and its un-

r efined alloids in l i ngot s 3543 39.4 2841 35.2 5412 61.9 2935 7 6 . 7 
74.01 . 3.01 Electrolyticall y r efined ropper 4396 48 . 9 3281 40 . 6 894 10.2 76 2 . 0 
71.05 . 1 . 01 Unr efined silver 268 3 . 0 461 5.7 1205 13 . 8 470 12.3 
78.01. 1.11 Refined l ead i n bars 685 7 . 6 1106 13 . 7 726 8 . 3 194 5 . 1 
2 3 . 01.1 . 02 No n-edible mari ne animal and 

fish meals 70 0.8 188 2.3 389 4 . 4 52 1. 3 
Othe r 32 o. 7 205 2 . 5 122 1.4 100 2 . 6 
Total 8994 100.0 8082 100.0 8748 100 . 0 382 i 100.0 

a sour ce: Ninisterio de Fomento y Obras PU bl icas, Direccion Gene r al de Industrias , Departmento 
de ALALC , Lima , Pe ru. 
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Table 57 . (Continued) 

LA FT AB TN Product 1962 1963 1964 1965 
Value % Value 3 Value "' 10 Value 3 

Brazil 
IcnEor ts 

15' 16. o. 02 Carnauba wax 30 40. 0 20 64 . 5 32 12. 3 18 2 . 9 
84 .45. 6 . 01 Turret lathe for metal works 165 63 . 5 158 2 5 . 2 
09 . 04.0 . 01 Black pepper 1 0.4 85 13. 6 
84.53 . 0 . 01 Data processing machines 133 21.2 

Other 45 60.0 11 35.5 62 23 . 8 233 37 . 1 

Total 75 100 . 0 31 100.0 260 100. 0 627 100. 0 

Ex2orts 
Chile 

55 . 01.0 . 01 Uncombed and uncarded cotton 17442 89 . 7 11243 55.6 8156 31.6 10013 67 . 2 
17 . 01.1. 03 Raw stand . sugar with 8S to 

973 sacharose 8394 41.5 172 Sl 66.7 3630 24.3 r-..l 
0 

7 9 . 01. l . 01 Unrefined zinc and its unre- \J1 

fined alloids in lingots 304 l.S 406 l. 6 84S 5.7 
Other 2003 10. 3 290 l. 4 37 0. 1 424 2 . 8 

Total 1944S 100.0 20231 100 . 0 258SO 100 . 0 14912 100. 0 
lmEorts 

08 . 06 . 0. 01 Fresh apples 394 15 . 6 S69 16 . S 1060 2 6. 5 2123 38 . 3 
2 o. 06 Canned fruits,with natural 

JUlCe or syrup S32 21.1 901 2 6 . 2 908 22 . 7 1110 2 0 . 1 
48 . 01.1. 01 Newsprint paper 701 27.7 901 2 6.2 61S lS . 4 838 lS . l 
07 . OS . 1. 2 9 Lentils 146 S. 8 142 4 . 1 354 8 . 9 166 3. 0 
44.04 Rough sawed lumber 29 1.2 102 3.0 182 4 . 6 204 3 . 7 
08 . 06 .0. 02 Fresh pears 69 2.7 122 3. 6 158 4 . 0 188 3 . 4 
08.12 .0 . 03 Dried plums, with seeds 47 1.9 S8 l. 7 128 3 . 2 17 8 3 . 2 
08 . 0S . 0 . 04 Fresh o r d r ied walnuts S8 2.3 so l.S 12 0 3 . 0 112 2.0 
49.02.0.01 Newspaper a nd periodical pub. 50 2 . 0 S3 1.5 48 1.2 48 0.9 

Other SOl 19 . 8 S38 lS . 7 419 1 o. s S69 10 . 3 

Total 2S27 100. 0 3436 100 . 0 3992 100. 0 S536 100 . 0 
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Table S7 . (Continued) 

LAFTABTN Product 1962 1963 1964 l 96S 
Value 3 Value 3 Value % Value % 

Exports Colombia 

lS. 04. 2 .91 Other raw marine animals and 
fish oils 808 49 . 8 142S Sl.8 7 0 . 2 

SS . 01. O. 01 Uncombed and uncarded cotton S2 3 32 . 3 746 27 . 1 384 9.1 
2 3. 01 .1. 02 Non-edible marine animals and 

fishmeal s 25S 15. 7 334 12 .2 668 15 . 8 
15 . 04 . 2. 92 Other r efined marine animal and 

fish oils 2957 69 . 9 
Other 35 2 . 2 245 8 . 9 213 5 . 0 

Total 1621 100 . 0 2750 100.0 4229 100.0 
N Imports 0 
°' 56.01.2.01 Uncombed and uncarded syn-

thetic textile fibers 209 97. 7 422 87.6 260 17. 5 
01 • 01 .1 • 92 Live cattle 799 S3 . 8 
82.08 . 0.01 Handmill for corn and coffee 124 8 . 3 
02 . 01.1 . 01 Fresh ref rig . or frozen mutton 112 7 .5 

Other 5 2 . 3 60 12 . 4 191 12.9 

Total 214 100 . 0 482 100.0 1486 100 . 0 

Exports Ecuador 
SS . 01. 0 . 01 Uncombed and uncarded cotton 499 100. 0 609 98.5 44S 81.1 

Other 72 LS 104 18 . 9 

Total 100 . 0 499 100. 0 681 100 . 0 549 100.0 
Imports 

01 . 02. L 92 Live cattl e 1206 58.7 1498 7 3 . 3 2407 68.9 
10. OS . O. 02 Corn in grain 194 9 . 4 153 7 . 5 110 3.1 

Other 65S 31.9 393 19.2 978 28 . 0 
Total 100 . 0 205S 1 oo.o 2044 100.0 349S 100 . 0 
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Tablf::. 57. (Cont inued) 

LAFTABTN Product 1962 1963 1964 1965 
Value % Value % Value % Value 3 

Exeorts Mexico 

23 . 01. l. 02 Non-edible marine animals and 
fishmeals 1770 100 . 0 2282 98 . 9 3513 97 . 4 4186 98.6 

Other 25 1.1 93 2 . 6 61 1.4 

Total 1770 100 . 0 2307 100 . 0 3606 100 . 0 4247 100.0 
Imeorts 

32. 08. 9 . 01 Vitrif iabl e compounds 128 26 . 1 130 30.7 132 13 . 8 324 13 . 4 
38 . 08 . 1. 01 Colophony 66 13 . 5 90 21.3 44 4 . 6 47 2 . 8 
37 . 07 . 2 . 09 Other movie films pos itive and 

monochrome 49 10.0 67 15. 8 63 6 . 6 54 3 . 2 "-> 
0 

57. 04 . 1. 02 Raw or processed henequen '-J 

fibers 139 28.4 24 5.7 117 12 . 2 171 10.2 
7 3 .18 .2 . 01 Seamless iron or steel pipes 404 42 .3 1015 60.8 
73 . 24 . 0. 99 Seaml ess steel cylinders for 

high pressure 22 2.3 63 3 . 8 
Other 108 22 . 0 112 26 . 5 174 18.2 96 5 . 8 
Total 490 100.0 423 100.0 956 100 . 0 1670 100. 0 

Parafiua~ 

Imeorts 

32 . 01 . 0 . 02 Quebracho tanned leather ext ract 12 5 87 . 4 283 99 . 6 240 52 . 1 
02 . 01.1. 01 Fresh refrigerated or frozen beef - 1 0. 4 86 18.6 

Other 156 100 . 0 18 12 . 6 135 29. 3 

Total 156 100. 0 143 100.0 284 100 . 0 461 100 . 0 
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Ta bl e 57 . (Cont i nued) 

LA FT AB TN Product 1962 1 963 1964 1965 
Value 3 Va lu e ~ Va lue 3 Value % 

Uruguai'. 
Exeorts 

ss. 01. l. 01 Uncombed and uncarded cotton 1 085 91.4 1054 45. 6 1809 61.7 1091 67 . 2 
78 . 01. 1. 11 Re fined lead i n bars 91 7 . 7 230 9 .9 10 3 3 .5 1 90 11. I 
79 . 01 . 1. 0 1 Unrefined zinc a nd it s unref ined 

alloys in lingot s 5 0 . 2 619 21.1 2 36 14 . £ 
Other 11 0 . 9 1023 44.3 401 13. 7 1 03 6 .- "" 

:;c 

Total 11 87 1 00.0 23 12 1 00 . 0 2 932 1 00 . 0 1 620 1 00 . : 

Im2orts 

02 . 01. 1 . 0 1 Fresh refrigera t ed or fro zen 
be ef 11 2 1.6 28 6 . 0 399 46 . 2 1195 51. 5 

02 . 01. 2 . 99 Fresh refrigerated or frozen 
ca ttl e offal s 2 1 41 . 2 44 9 . 5 1 8 9 21. 9 27 3 11.: 

02 . 01 . 1 . 11 Fresh r efrigerated or frozen 
mutton 133 15. 4 398 17 . : 

02 . 01 . 2 . 02 Fresh r e frige rated or frozen 
1 ive r s 14 1.6 155 6 . -

Other 19 37 2 39 3 84.5 12 9 14.9 300 12 .~ 

To t a l 51 100 . 0 465 1 00 . 0 864 1 00 . 0 2 32 1 100 . : 
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Table 58. Peru-LAFTA a exports by product and country - 1960 (thousand dollars) 

Cou'.'ltry 
Product Argentina Brazi 1 Chile Colombia Ecuador Mexico Paraguay Uruguay LA FT A 

Coffee 22 2 24 

Cotton 4804 4210 443 369 254 10080 

Sugar 457 8 4578 

Wool 20 7 2 29 

Fishmeal 147 68 768 983 

Fish oil 
N 
0 
\0 

Copper 17 33 so 
Crude petroleum 1699 1489 42 3230 

Iron ore 690 690 

Lead 33 24 33 349 439 

Silver 

Zinc 139 245 6 390 

Other 22 51 32 3 7392 229 2730 35 8 25 12993 

Total 9466 2 115 16522 771 3132 805 8 667 33486 

aSource : (38) . 
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Table 59. Peru-LAFTA exports by product a nd count ry - 196la (thousand dollars) 

Country Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA Product 

Coffee 75 1 64 140 

Cotton 4375 1001 4 513 2 97 122 4 16423 

Sugar 

Wool 24 7 8 1 40 

Fishmeal 289 45 883 1217 
N ...... 

Fish oil 0 

Coppe r 172 273 1145 

Crude petroleum 1419 1146 149 2714 

Iron or e 809 809 

Lead 659 25 191 24 8 5 984 

Silver 41 41 

Zi nc 615 186 12 813 

Other 1303 97 3965 190 1591 21 17 38 7222 

Icta l 8153 3820 14364 946 1912 912 17 1424 31548 
a source: ( 38) . 
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Table 60. Peru-LAFTA a exports by products and country - 1962 (thousand dollars) 

Country 
Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA Product 

Coffee 19 8 27 

Cotton 4083 8 1807 3 449 242 1085 23940 

Suga r 

Wool 12 4 40 4 60 

Fishmeal 14 70 9 254 1771 2118 

Fish oil 250 250 N ...... 
Copper 664 4397 

....... 
5061 

Crude pe trol eum 627 1641 97 2365 

Iron or e 2100 2100 

Lead 201 710 166 55 91 122 3 

Silver 268 56 324 

Zinc 3544 293 3837 

Other 559 431 491 2 47 1230 19 8 265 7471 

Total 8260 1107 3 23665 1000 152 7 1794 8 1449 48776 

a Source : (38). 
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Table 61. Peru-LAFTA a exports by products and country - 1963 (thousand dollars) 

Country 
Argen tina Bra zil Chile Columbia Ecuador Mexico Paraguay Uruguay LAFTA Product 

Coffee 8 31 25 64 

Cot ton 3548 11679 52 3 509 1163 17422 

Sugar 8394 96 3 9357 

Wool 6 3 58 5 2 74 

Fishmeal 188 255 2282 2725 

Fish oil 808 11 819 N 
....... 

Copper 36 3372 N 
3408 

Crude petroleum 1619 1559 3178 

Iron ore 784 784 

Lead 1106 134 20 230 1490 

Silver 461 65 3 52 9 

Zinc 2841 304 12 5 3162 

Other 271 367 4105 11 0 1070 119 7 65 6114 

Total 6272 9897 24770 1736 1590 2426 7 2428 491 26 

asource : (38) . 
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Table 62 . Peru-LAITA a exports by products and country - 1964 (thousand dollars) 

Country 
Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA Product 

Coffee 19 38 57 

Cotton 10016 8168 746 609 23 1826 21388 

Sugar 17251 120 17 371 

Wool 75 7 6 13 101 

Fishmeal 38 389 334 30 3513 4304 

Fish oil 71 142 5 5 1501 
N Copper 717 894 1611 I-' 
w 

Crude petroleum 1004 12 92 2296 

Iron ore 1508 1508 

Lead 727 301 21 103 1152 

Silver 1194 60 18 1272 

Zinc 5412 406 63 619 6500 

Other 830 182 277 3 190 1007 77 10 407 5476 

Total 14207 10161 28944 2845 17 66 3626 10 2978 64537 

a Source: (38) . 
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Table 63. Peru-LAFTA a exports by products and country - 1965 (thousand dol l ars) 

Country 
Argentina Brazil Chil e Colombia Ecuador Mexico Paraguay Uruguay LA FT A Product 

CoEEee 26 33 59 

Cotton 14346 5 10011 384 445 50 1090 26331 

Sugar 3695 l 3696 

Wool 84 3 87 

Fishmeal 1719 52 668 4186 662 5 

Fish oil 36 2964 l 3001 "" ....... 
~ 

Copper 75 125 200 

Crude pe~_ roleum 1413 1194 27 2634 

Iron ore 246 246 

Lead 194 407 17 190 808 

Silver 475 40 515 

Zinc 690 2935 845 33 2 36 4739 

Other 1047 268 2428 228 91 0 104 17 124 51 2 6 

Total 19646 52 84 17 419 4318 1372 4344 17 1667 54067 

aSource: (38) . 
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Table 64 . Peru- LAFTA imports by Basic SITC category and count r y-1 960a (thousand dol lars) 

- ~ou nt ry Argentina Brazil Chil e Colombia Ecuador Mexico Paraguay Uruguay LAITA Category -------
00 Live animals 97 6 21 51 45 220 

01 Mea t and prepara- 712 l 31 744 
tions 

04 Cerea l and prepa rations 13997 490 14487 
05 Fruit and vegetables 194 4 97 8 137 1313 

07 Co ff e , tea, cocoa, 2 4 32 1206 8 1252 
and s pices 

2 1 Hides a nd s kins , 7 37 127 6 5 875 
undressed N 

...... 

29 Crude animal and veg - 2 103 3 77 21 206 V1 

etable materials n . e . s . 

33 Petrol eum and de- 12 3400 2 3414 
rivatives 

41 Anima l oils and fats 

42 Fixed vegetable oils 2 1 3 

53 Dyeing, tanning and 7 30 2 44 776 
coloring materia l s 

56 Fertilize rs, manufac- 96 96 
tu r ed 

Othe r 1239 262 1739 67 30 789 l 16 4143 

Tota l 17712 518 3328 3499 1507 822 45 98 27 529 

a Source: Institute Nae ional de Planif icacion, Departaroento de Comercio Exterior , Lima , Peru. 
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Table 65 . Peru-LAFTA imports by bas ic SITC ca tegory country - 196la (thousand dolla r s) 

Country Argentina Brazil Chile Col ombia Ecuador Mexico Paraguay Uruguay LAFTA Catego ry 

00 Live animals 434 31 10 475 
01 Mea t and preparations 2177 2 l 5 2185 
04 Cereal and preparations 14104 213 26 14343 

05 Fruit and vegetables 196 7 1358 9 185 1755 

07 Coffee, tea, cocoa and 
spices 2 31 836 869 

21 Hides and skins, un-
dressed 359 12 371 

29 Crude animal and vege- N ...... 
table materials n.e.s . 3 747 1 1 79 22 853 (7\ 

33 Petroleum and derivatives 370& 3708 
41 Animal oils and fats 623 623 

42 Fixed vegetable oils 1124 2 1126 

53 Dyeing, tanning and 
coloring materials 420 2 107 529 

56 Fertilizers , manufactured 54 54 
Other 1596 229 1661 509 16 7 58 3 163 4935 

Total 21038 995 3320 4258 1142 7 82 111 180 51826 

a I nsti tute Nacional de Planificacion, Source: Depa rtamento de Comercio Exterior, Lima, Peru. 
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Table 66. Peru- LAFTA imports by basic SITC category and country - 1962a (thousand dollars) 

----___gountry 
Category ----- - Argentina Brazil Chi le Colombia Ecuador Mex i co Pa r aguay Uruguay LAFTA 

00 Live animal s 

01 Meat and preparations 

04 Cereals and prepara ti ons 

05 Fruit and vegetables 

07 Coffee , tea, cocoa and s pices 

21 Hides and sk ins, undressed 

29 Crude animal and vegetable 
mate r ia 1 s n • e • s • 

33 Petroleum and derivatives 

41 Animal oils and fa t s 

42 Fixed vegetable oils 

53 Dyeing , tann ing and coloring 
materials 

56 Fertilize r, manufactur ed 

Other 

Total 

5749 

2 97 9 

182 96 

207 

1 

897 

4 

556 

1356 

30045 

14 

2 

25 

21 1501 

6 1 

1 

1483 7 

84 

341 1832 

1852 3466 

5 1901 18 7 687 

33 3014 

142 - 18463 

251 1 1981 

64 693 14 779 

1 2 901 

69 33 1596 

4313 4313 

128 156 840 

84 

32 3 127 1483 5 62 552 9 

47 06 3185 1659 161 113 45187 

aSource : I ns titute Nac i onal de Plan ificaci6n , Depa rtamento de Comerc io Exterior , Lima, Peru . 
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Table 67 . Per u- La f t a i mports by bas i c SITC ca t egor y and count r y - 1963 
a ( t ho usand dolla r s) 

Country 
Argentina Braz il Ch i l e Col ombia Ecuador Mex ico Pa r aguay Uruguay LAITA Category 

00 Live an i mals 17806 28 1210 19044 

01 Mea t and preparations 4156 2 0 2 32 421 0 

04 Cereal and preparations 2 3479 169 194 389 242 31 

05 Fru i t a nd vegetables 644 6 2158 241 1 3 3053 

07 Coffee, tea, cocoa and 13 28 l 33 407 33 3 518 
spices 

2 1 Hides a nd skins , 415 1-..l un- 2 2 419 I-

dres sed cc 

2 9 Crude animal and veg eta- 13 62 6 3 1 66 36 17 762 
ble material s n . e .a . 

33 Petroleum and de r ivatives 37 0 117 0 1 1541 

41 Animal oils and fats 124 124 

42 Fixed vegetable oils 2 2 4 

53 Dyeing , tanning , and 363 l 131 125 620 
coloring mater i a ls 

56 Fertilizers, manufac- 69 6 75 
tu r ed 

Other 1650 320 1859 1068 202 2121 2 16 5 7387 

Total 49035 984 4308 22 72 2322 2 330 145 592 61988 
a s our ce ; I ns t i tu to Naciona l de Pla n if icac i6n , Depart ament o de Comerc io Exte r ior, Lima , Pe ru . 
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a Table 68 . Peru-LAFTA imports by basic SITC category and country - 1964 (thousand dollars) 

Country 
Argentina Brazil Chile Colombia Category Ecuador Mexico Paraguay Uruguay LAFTA 

00 Live animals 4851 12 1536 5 4 6408 
01 Meat and preparations 431 7 8 l 802 512 8 

04 Cereals a nd preparations 27054 31 l 1754 3 28843 
05 Fruit a nd vegetables 598 7 3095 153 5 3858 

07 Coffee, Tea, cocoa and 
spices 5 35 6 59 84 so 239 

21 Hides and sk ins , 
undressed 393 2 2 1 398 

29 Crude animal and vege- IV 

table materials 5 430 1 1 65 45 6 l 554 ....... n . e . s . '° 
33 Petroleum and derivatives 749 1967 2716 

41 Anima l s oils and fats 

42 Fixed vegetable oils 4 4 

53 Dyeing, tanning and 
coloring materials 542 2 10 5 146 283 988 

56 Fertilizer s , manufactured 89 89 

Othe r 2979 873 1758 1114 239 2518 3 152 9636 

Total 41497 1349 5010 3149 3832 2767 298 959 58861 

a Source: Institute Nacional de Planificacion, Departamento de Comercio Exterior, Lima , Peru. 
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Table 69 . Peru-LAFTA imports by basic SITC category and country - 1965a (thousand dollars) 

Category Argentina Brazil Chile Colombia Ecuador Mexico Paraguay Uruguay LAFTA 

00 Live animal s 5927 30 68 805 2486 108 9424 

01 Meat and preparations 5937 10 21 116 107 2083 8274 

04 Cereals and preparations 278 82 6040 8 8 110 34048 

05 Fruit a nd vegetables 765 4 4363 139 2 7 5280 

07 Coffee, t ea , cocoa and 3 133 120 856 32 2 1 1147 
spices 

21 Hides and skins , undressed 1143 3 1 55 1202 

29 Crude animal and 
N 

vegetable N 

mater ials n.e . s. 5 4 2 46 48 105 0 

33 Petroleum and derivatives 207 13 1793 2013 

41 Animal oils and fats 1 1 

42 Fixed vegetable oils 2249 2249 

53 Dyeing , tanning and 
coloring materials 679 24 6 235 347 12 91 

56 Fe rtilizers , man uf a ctu r ed 5 137 142 

Other 442 1 3077 2469 1560 532 3439 8 241 15747 

Tota l 49219 9321 6957 4541 417 0 3756 471 2488 80923 

asource: Inst itute Nacional de Planif icacion, Departamento de Comercio Exterior , Lima , Peru . 
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