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o sconomic reform vacies, the region clearly has toved
ot of e ecanomic crisls of the 1980s.

The resusts of the Quist revokstion are imgxesehve.
wwmhmmmm

(A.L.D. FY1933 Congressional Presentation)

Project overview

Central America is very much part of the *quiet revolugon® evoked in
A1.D.s FY93 Congressional Presentation. The region’s history and geogra-
phy add 2 spedial dimension to this historic process. Close bonds among the
countries set the stage for working together in dismanding the inward-
boking policies of the pest and moving to market-driven, open economies.
More and more, the Central American governments rely on murmual suppor,
consensus and commitment to set trgets for policy reform and to track
progress. A “Central American Economic Aaion Plan™ (PAECA), adopted at
a Presidential summit meeting in 1990, tanslates the general commitment
into 2 joint reform agenda. Seeking w reestablish a Central Amerian free
rade zone within a few years, srengthen economic cooperation, and open
the region as a whole 1o the global economy, it has guided a series of regional
meetings, bringing rogether the countries” Presidents or their top economic
policy makers (the *Economic Cabinets™), that have esablished dear reform
rrgets and deadlines for achieving them.

By stressing the opening of Central America to the world ecdno‘my. the "new
integration” deliberately distances irself from the protectionist import-
substitution policies of the Central American Common Market of the past.
The Central American govemments have realized that integration i notan
end in itself, but one element of the drive to modemize their economias; to
mzke the most of the region’s resources, and to compete cffective!y in inter-
national as well as in domestic markews. Together, the countries representa
much more attractive market for foreign investment. Together, they carry
more weight in internatonal trade negotations, Thus, while actual reforms
of policies that affect trade and investment remain the domain of nationel
governments, tcgnonahsm and eoonom:c mtcgranon are mcrasmg!y emerg-
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ing 23 the frame of reference and as key dements of the political economy of
rform. This oend complicates the process, linking progress in one country
to changes in others. It also offers new opportunities, allowing reform advo-
ctes in one country point 10 achievements in partner countries.

Policy harmonization and coordination are key to the new integration.
Harmonization means not necessarily uniform policies, but a common
framework to give prospective investors and outside trading parmers a sense
of dealing with one economic unit — albeit with variadons within that
framework in response to national needs and advantages. The necessary
wordination depends on adequate technical support — to study alternatives
and their impbations, to monitor implementation, and carry out and ad-
minister agreed-upon initiatives. That supporr is critical for economic
integrarion in an open-economy context to last. Political enthusiasm without
2 solid knowledge bese and administrative backup leads to unrealistic targets

and unworkable ammangements, sowing the seeds of hilure and disenchant-
ment. '

Much of the technical support to governments meeting in regional fora is
being provided by technical personnel of national government agendes and
institutions. But regional fora like the Presidendal summits have been charg-
ing regional entities with the responsibility to prepare compartive policy
appraisals, draft mode! policy documents, prepare region-wide action plans,
monitof progress, organize training in critical areas, perfform staff work in
international negotiations, and provide intellecrual leadership in regional
cooperation and economic integration. In partailar, policy makers have
singled out the Permanent Secretaniar of the General Treaty of Central
American Integradon (SIECA) and the Central American Monerary Coundl
(CMCA), assigning them an impressive range of tasks to prepare, carry out
and monitor reforms of wade and investment regimes at the regiom] levd,
complementing the work of national staffs. -

The privawe sector needs to play an active roke in policy reform and economic
modernization. The emerging regional scope for policy reform and debate
under the *new intepration” therefore also presents nw challenges to the
prmtc secrof. Private-sector organizations in the region have come together
in the Federation of Private Sector Entmcs (FEDEPRJCAP) to respond o
this chzﬂcnge

Central America’s partners are supporting regional so!unons o dcvdopmcnt.
The Parmership for Democracy and Devdopment (PDD) brings together
countries of the segion and most of the OECD countries as well as interna-
tional institutions like the IDB or the OAS to discuss development issues and
- assistance in a regional forum. The Enterprise for the Americas Initiative has
been encouraging Central American governments to act as group in pursuing
trade negotiations. The UNDP and the 1DB are approaching their assistance
in a regional frameworlk; Canada and Japan also are moving in that direction.
USAID’s Regional Office of Central American Programs (ROCAP) has been
assisting regional efforts to open and modemize the economy. To consolidate

:
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and focus this assisance, ROCAP is proposing a new thres-year, $6 million
project, the APERTURA (Assisance to and Promotion of Trade Opening
* through Regiona! Action) Project. The Project is designed to accelerate the
T2nsition to an open and competitive regiona! economy by helping Central
American govemnments choose, agree on and implement harmonized policies
t open and liberalize their economies. Wichin the frrmework of the overall
U.S. assistance strategy for the region, the APERTURA Projeat will finance
echnical and rdated assismnce to entities with specific mandates from
rgional pobcy making fora in liberalizing trade, harmonizing and coordinat-
" ing economic policies, or promoting investment at the regional level . In
addition, the Project offers USAID Missions in the region access to special-
. ized expertise on particular policy issues through a buy-in option.
The three-year time horizon is shon for a policy support projea, but the
regional policy context is rapidly changing, modalities of U.S. assisance to
the region are evolving, and the Projea irself is somewhat non-srandard. If it
is demonstrably successful in supporting the drive o an open , competitive

regional economy, ROCAP expects to extend its LOP (and 2dd funding), or
o kunch a follow-on project.

Five elements define the Project approach:

*  Given the rapidly evolving context, we will identify specific
tarpets within the overall srateguc framework thmgh a
one-year policy and action agenda, updated every six months,
o guide Projea activities. A Project Advisory Commizee,
comprising Program Economists and Private Seaor Officen
of Central American USAIDs will review chis agenda at
semi-annual meetings in the region. The agenda will define
priorities for the regiona) policy diddogue, for technical
assismance activities under the Projeat both at the regional
and national levels, and for a regional analyrical agenda.

*  The Projea wil help regional policy making fora in formu-
Ling 2nd implementing harmonized polices by making
spacialized expertie and other asisnce available to suppon
entities with regional responsibiliies. A Regional Policy
Support Unit, established under a contract or cooperative
agreement with an appropriate U.S.-based instirution, will
be the conduit for this assigance. . .

* The Pro;ecz will strengthen certain basic continuing services
essential to the regional policy seform process, such as orade -
and investment information and analysis services, training
programs for the region on specific trade and investment -
issues, of regional coordination of investment and rade
promotion through contracts with qualified regional enti-
tes. We expect to structure these contracts or subscriptions
to ensure sustzmabdlty beyond ﬁnancxal support from the
Pm}ea. S R
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As needed, the Project will support comparative regional
analysis of specific issues.

*  Finally, the Projea indudes a buy-in provision for Central
American USAIDs to obuin short-term technical o related
assismnce on issues induded in the regional policy and
action agenda. Currendy, a buy-in authority of up to $2
million over the three-year life of project is envisioned.
During PP development, we will determine needs and likely
use in greater detail.

Four elements shape APERTURA's policy and action agenda. First, Central
American regional policy making fora have mapped out an ambigous pro-
gram of regional liberalization, but lack the technical support to turn these
ommitments into real changes. The Project will provide the assistance
nceded to move that liberalization program forward. Second, ROCAP’s
strategic framework in trade and investment, respdnding w its mandate in
[implementing U.S. Government strategy and initiatives, in particular the EAI
and the PDD, identifics priority targets at the regional level. Third, the
sgenda will reflect specific concerns of USAID Missions in each of the
Central American countries. Fourth, the agenda will also address common
issues arising from either national or regional bilareral trade and invesment
negotiations, a5 in the Trade and Investment Council mestings or in the
IDB’s investment sector loan prognm.

At Jeast initially, the Project will work primarily with the core regional
endties with specific mandates and tasks in the regional reform process—
SIECA, CMCA, FEDEPRICAP, and possibly the Central American Devel-
opment Bank (CABEI) or other insttutions. Since the regional policy sup-
port system continues to evolve, though, APERTURA assistance will focus
oo tasks and functions, father than be ted o pardcular institutions. As other
(permanent or ad-hoc) entities assume policy support responsibilities, their
activites may also qualify for suppon under the Project.

.The Projec will phase out any genera! instimtional support — not related to
specific tasks or mandates — prov:ded under existing projects. Cleary,
insttutional capabilities and continuity are aritical in defining the long-run
performance of the technical support system. Thesefore, targeted action
suppon may cover management studies, introduction of new ad ministrztive
systems or tmnmg of staff. But the Projecr will not provide blanket coverage
of general operaung costs. Services contracts will indude  appropriate over-
head charges, as in any contractual amrangement. - ¢

The Project will form part of a refocused ROCAP portfobo Tt will work
pnma.rily in conjuncrion with three other projects, one providing technical
- assistance to the entire value chain in non-traditonal agricultural exports

from all countries in the region (EXITOS/PROEXAG I) from , one sup-
portmg rural dearification, with some attention to broader energy policy
issues (CARES), and a project designed to support better mformauon man-
agement in the region (RDS)

Y g



' The “quiet revolution:” An unfinished agenda

In successive Presidential and Ministerial meetings and formal dechrations,
the Central American governments have affirmed their commionent to

¢ pursue market-oriented policies and build economies open

w world trade and investment;

*  move toward a Central Amerian free trade area on the way
w joining the NAFTA and free trade arrangements with
Mexico and other countries;

¢ harmonize their economic policies and regulatory regimes;
and

e integrate their infrastrucnure and Beilities syseems and
operate in their management in the interest of efficdency
and competitiveness.

All Central American countries have launched economic policy reforms.

With assistance from donors, in particular the USAIDs, they are pursuing the
three elements of structural adjusmment —liberalization, stabilization, and
privatization — to open their economies to the world economy and make
themn more competitive. The record to dae is impressive, albeit uncven. :
Many obstades to increased trade and invesmment remain. These obstacles are
typically anchored in the legal, regulatory and judicial framework governing
trade and invesanent. Even when policies “on the books” change, adminisma-
tive weaknesses and bureaucratic inertia often keep barriess in effect

The concern of regional policy making fora has focused on the removal of
trade barriers, both for goods and services, and on trade-related investument
measures. A brief teview of major issues provides the background for
ROCAP’s strategic choices discussed further bedow. '

Liberalizing trade in goods: progress in spite of political resis-
tance and inadequate staff capabilities

Taziff barriers: The government of the region have made considerable
progress in unifying and reducing tariffs, generally in the context of cheir
strucrural adjustment programs. They have agreed on 2 common external
wriff (with a range of 5-20 percent argeted for the end of 1992). El Salvador,
Honduras and Guatemalz (the *Nonthern Tier™) have moved ahead in
turning these commitments into a free tade agreement to include increased
finandial integration. The three have upped the ante by opting for a customs
union two year after the introduction of the common external urniff. All
Central American countries have also taken the fimst step toward entering into
negotiations for accession to the North American Free Trade Agreement
(NAFTA), signing bilateral trade and investment framework agreements with
the U.S. By signing these agreements, they have agreed to subject their trade
and investment regimes to periodic scrutiny in bilateral consultations. They
have negotiated jointly with Mexico, Venezuela and Colombia regarding free

—.



trade among the parmers, and are increasingly working in concent in formu-
Liting and presenting positions in the Uruguay Round of the GATT.

Even so, powerful groups in the industrial, agro-industrial, and agriculmral
sectors continue to sesist trade liberalization. Citing the social costs of disrup-
tons caused by structural adjustment and the inability of local industry wo
cmpete, they argue — often successfully — in favor of continuing protec-
ton. This resisance has prodded governments to rally pro-liberalization
forces in pant through more intensive regional cooperation.

Administrative weaknesses create another obstacle to translaring polidcal will
" into real change in trade regimes. Since the dismanding of taniff barriens
rquires complex negotiarions, capabiliry constraints are hampering progress;
country as well as regional orgammnons are genenally poorly staffed for trade
negotiations with other countries and regions. In addition o lack of experi-

enced negociators, essential information is often lacking or available only with
extensive delays.

Non-tariff barriers (NTBs): The Central American countries have made
progress in redudng and abolishing quanttative restrictions, particularly
those used w curail imports for balance-of-payments reasons. Even so,
rmaining resmictions provide significant protection and may be politically
more difficult to liberalize

*  austoms administration, border-crossing procedures, and
Boensing requirements hamper intraregional trade as well as
trade with ounside parmers, perperuating inefficiency and
corruption. A meeting of the Economic Cabinets in March
1992 in Antigua (Guatemala) zeroed in on this problem,
rzking national governmens with simplifying requirements
and harmonizing procedures at border crossings. As one

step, the povemnments recendy adopted 2 common customs
form;

o differences in interpreting and applying safeguards against
unfir tade pracrices; 2 common regional anri-dumping
cde drafied by SIECA with GATT/UNCTAD assisance is -
under consideration. Suni!arly the govcmmcms are adopt-
ing common rules of origin;

. ﬂ.rymghws and standards governing general commercial
- practices increase risks for trade;

o hckof dxspute rcsolutxon procedures and poor or absent
. lcgz! enforcement for contracts, patents, oopynghts, etc.

mise costs and create uncertainty;

o differences in health, sanitation, and emmonmcna] controls
may contribute to market fragmentation; generally, though,
they do not appear to impose serious barriers, and remain-

. ing problems are relatively easy to solve through unified = -
+ standards, Ac their Antigua meeting, the Economic Cabi-
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nets tasked the countries’ agriculture ministers with taking
the required steps to harmonize phytosanitary standards;

quotas and quantitative restrictions, incroduced mainly for
food supply protection, no longer represent a major prob-
kem in the region’s trade regimes;

*  finally, weaknesses in exchange rate management have
abated as a result of stabilization/devaluation programs, but

the need for adjustment remains, especially as infladon
continues.

Trade in services: Regulatory and physical obstacles.

Improved trade in services is one of the major objectives of the Uruguay
Round. In the case of Central America, free trade in services is not only
desirable on general efficiency grounds. Given the size of the countries and
their geographic proximity —making many *non-tradables” radable — it s
aitical to allow for gaining economies of scale through competiton. Effident
finandal, infrastrucrure and information services are critical to 2 competitive
performance of the regional economy.

Financial and related services: As a rule, the finandal systems in the Central
American countries have yet to mature. Again, the soructural adjustment
process has brought many improvements, but direct controls and constraints,
small market size, a limied range of debr and equity insouments, and inad-
equate prudential regulaton and supervision hamper the performance of .
financial markets. Continuing improvements in financial performance area
major concern of national policy reforms. Regional initiatives can strengthen
this process by improving the exchange of relevant information and by
focusing on transnational isues affeaing the trade in financial services.

Nadgonality restricdons ofien restrain cros-border wade in firancial services.
These restrictons limit competition in banking, and weaken performance
measured against the yardstick of world market standards. While much
remains © be done in financial markets devdopment at the nadonal levels,
the governments of the region are moving ahead with finandal integradon.
Using this commitment to improve the efidency, ransparency and stability
of financia! systems will require careful sraff work at both the regional and the
ratonal levels. Regional integration is farthest along in the system of stock
exchanges, where FEDEPRICAP, with ROCAP assistance, has done consid-

erable work. Unfortunately, the stock cxchanges have yct to emerge as signifi-
ant players in ﬁnancn! markets.

In these and related areas (such as msuranoc). cxisting insﬁtutional mecha-
nisms and regional organizations offer channels for dialogue and policy
change. At their Antigua meeting, the Economic Cabinets instructed the
heads of the Central Banks to take the necessary steps to facilitate cross-
border expansion and competition of banks and other financial instirutions,
and w harmonize the regubitory framework,. = - 7



Infrastructure services: In the past, Central Amerian countries viewed in-
aeased rade in infrastructure services as an essential ingredient of regional
integration. Swessing the *natural-monopoly” character of these services, they
looked for integrated planning and design of regional solutions  exploit
economies of scale. This public-sector approach foundered, in large pant
because governments lacked the funds to follow up, even if fundable projects
emerged from joint planning. As che chasm between the needs of comperitive
economies and the ability of governments to meet these needs is growing,
some governments are looking for opportunities to attract private investors.
They are opening formerly dosed sectors, and deweloping new mechanisms
for private-public sector parmerships i financing and operating infrasoruc-
ture facilices. Regional cooperation and policy harmonization can provide a
boost to these efforts by faciliating intraregional trade as a means w over-
come market fragmentarion, and by reducing risk and uncertainty. In the
three key areas — energy, transportation, and kcommunications — re-
gional initiatives are likely to focus on similar issues:

¢ seps required to overcome market fragmentation due to

regulatory and physical obstacles;

consiseent or compatible approaches for encouraging private
sector involvement to improve effidency and mobilize
investment resources, possibly including the development of
*supranational™ rules and regulations for invesunent
projeats that have a regional character; and

organization and strucruring of the regulatory oversight and
enforcement to prevent abuses of market power by privace
investors and service providers.

In the energy sector, attention has focused on an installed generating capadity
that is patendy inadequate to mees the needs of a growing regional economy.
The needs are such that government resources, even with outside assistance,
are likely to be inadequare to meet the needs of the region. Poor management
magnifies the capacity problem: -

incomplete and bad!y managed interconnection systems
among some countries mzy preclude more efficent solu-
tions;

*  nationa utility companies are financially weak because
dectricity tariffs bear litde relation to costs; they therefore
depend on concessional financing, from the general budget
or other sources, for any investment projects. Realistic
dlectricity tariffs have become 2 major concern of IMF
stabilization programs; -

national utility companies also show serious management
weaknesses, refleaed in low operating efficiencies and high
costs; poor maintenance capabilides result in hngh transmis-
sion losses;

Sy

.
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finally, the overdependence on major hydro-systems im-

poses its own constraints on flexible management of the

existing capacity.

An adequate and reliable energy supply is aritical to fostering a competidive
regional economy. Alone, the public sector will be unable to meet this chal-
knge. Polides will need to change — and are in facx dxa.ngmg — o lift
COnsI2ints on private-sector pamcqnnon in power gcncrauon. distribution,
and management. Regional cooperation is critical in overcoming market
fragmenmadon, encouraging cross-border trade, and reducing risks. It s also

&sential 1o esrablish controls to prevent abuses of market power as privawe
investors build transnational conglomerates.

The problems are similar in the area of Zangport services. Several weaknesses
raise effective costs to.the users, impinging on the competitiveness of the
region’s economy:

»  wansport costs for export are very high relatve to world
competition, reflecting low volume and weak bargaining
positions vis-3-vis shipping lines;

nosystem exists on a regional basis for consolidating freight
storage and shipments to achieve lower transport costs;

i and road systems are poorly m:untamed and conncctcd
and

air and seapont facilities are inadequate, a problem aggra-

vated by the fact that they are typiclly run ineffidendy by
public secror agencies.

Regional cooperation is essential to overcoming these weaknesses, given the
transnational namure of the ranspon system. Again, the focus of any search
for solutions will have w be on policy reform, designed to mobilize resouraes
and capabilities for investment and management to raise the performance of
the system as 2 whole. Ar the regional level, FEDEPRICAP (with ROCAP
support) has taken the lead in identifying problems and developing solutions.
The permanent Conference of the Transport Ministers of Central Amcnmq
countries (REMITRAN) prowda 2 sound forum for exploring options,
 reaching common commitments, and monitoring implementation.

Finally, strucrural deficiencies keep the region’s ielerommunications system
from meeting world-class performance sndards, thereby making it more

difficult for the region’s economy to compae in the mtemanonal arena.
These deficiencies indudes - - - C .

pubhc sector monopohes vmh madequate apaclty and poor
servicg; . L .

e

licde provmon for pnvate scctor pamcnpauon. and e

technical obstadcs to greater mtra-reg:onal interconnection ©
and outdated technology currendy in use or planned. .5 < russ
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Regional cooperation in this area is eritical on technical grounds o sex
common standards and ensure compatibility of systems. It will also figure
prominendy in the development of policy responses to new options and

issues emerging from changes in telecommunications technology. One ares of

particular interest is the issue of intellectual property righs relared to tde-
communications.

Investment Shoftcomings in the legal, reguktory and judicial
framework

Until recendy, political and military disruptions in the region undermined
investor confidence and engendered a dimate of uncertainty and high risk.
While the situation has improved substantially as the region is hoping for a
setdement of armed conflict in Guatemala following that in El Szlvador,
perceptions linger that the risk in most Central American countries is grearer
than in other countries competing for investment funds and wechnical know-
how. As security risks abate, broad concerns have shified to weak spots in the
policy environment that contribute to distortions.

Strucrural adjustment programs are in place at the national lcvd to address
weaknesses in macroeconomic policies. These inidatives to create the proper
macroeconomic environment for investment are combining with effors to
improve the legal, regulatory and judicial (LR]) framework governing entre-
prencunal activity. These efforts are addressing the issues of excessive red tape
and adequate protection of propesty rights, in pardcular intellectual property
righc. Governments are also beginning to pay increased artention to compe-
tdon policy, that is, the contro} of restrictive business practices. In some
instances, they are also Jooking at LR} obstacles to private sector participation
in the provision of infrastructure services — road concessioning, power
purchise agreements, etc. Focusing o private sector opportunities in infra-
struaure, the upcoming 1993 Conference on Investment and Trade in
Honduras under PDD auspices will provide an opportunity to review these
obstacles on a region-wide basis and identify a specific agenda for change.

Intellectual propersy rights (IPR) and sechnology policy: The protection of
intellecrual propeny in the region has emerged as a key concern in bitaceral
and muldlateral trade and investment wlks, induding the Trade and Invest-
ment.Councils. While copyright issues have dominated international trade
ncgonanons, restrictive provisions regarding patents and inadequate protec-
tion of trademarks and trade secrets represent serious barriers to the modem
ization of the regional economy. Improvements are clled for both in verms
of legislacion and regulations on the books, and in their enforcement.

The focus on intellecrual property rights issues has produced visible progress.
Countries in the region have been introducing legislation and regulations to
respond to the concerns of their rading partners. USAID, both in Washing-
ton and in the fidd, the Office of the U.S. Trade Representative, and the
IDB are providing advice and technical assistance in this area, both at the
regional and at the national level: It is therefore likely that countries will have
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* *world dass” IPR legislation/regulations in place by the time APERTURA
comes on-stream (second of third quarter of FY 93). Consequendy, although
ROCAP has been treating regional coordination in the area of IPR protection
as a priority and is supporting the process of consensus-building at the
regional level under existing projects, we expect that any activity in this area
under APERTURA will relate o implementation and enforcement. In our
policy dialogue, we will urge coordination and cooperation, pardy to sweam-
line the process for domestic and foreign owners of property rights, partly to
keep administrative costs Jow. Central Amerian countries have sought in the
past to deveop a common IPR regime. While adherence to the existing
agreement is uneven, further reform efforts could build on these accomplish-

ments o strengthen IPR proteaion everywhere, and to enhance the position
of the region as a whole in international fora.

Ideally, adequate protection of intellectual property rights is one cornerstone
of a strong technology policy. As Central Amerian countries hasten w
respond to pressures to strengthen IPR protection, they have not been paying
much artention to the broader issue of improving technology policy in the
region. Such improvements are crudal, if Central America is o meet the
competitive challenge. Some have recogniized this problem; in b, Central
Americans have argued that science and technology should be the *fourth
pillar” of the EAl (in addition to trade, debt forgiveness, and investment).
Improved information on production and marketing technology is one of the
priorities identified under the PDD. APERTURA will therefore provide
assistance at the regional leve in this area. At present, a key regional endry,
the Central American Institute for Industrial Research and technology
(ICAITT), has been weakened by budget and political problems to play much
of a role. But others, including the Central American Business Administra-
ton Institute INCAE), have been studying issues of technologica'modern-

ization under the rubric of “industrial reconversion,” and are taking an active
role in disseminating the results.

Competition pobicy and restrictive business practices (RBP): Restriciive business
practices include abuses of market power, that is, monopolistic practices or
collusion among edsting businesses to limit competition. Restrictions on
entry into — and, equally imporntant, exit from — cerain sectors may protect
ineffident enterprises and add o the cost of doing business. When barriers o
entry are linked © the protection of public enterprises, reforms become a
necessary part of any privatization, if only to open the sector to private-sector
competition. Any privatization that simply converts a public monopoly 10 2
private one promises litde efficiency gains. Regional initiatives need to
complement national-level reforms in this area to facliate cross-border
investments and to ensure open competition in regional markets. As barriers
to foreign investment £1l, national monopolies may well become regional in
scope. T i M

Competition policy has not yet become 2 major issue in the region, except for
some general references in LR] studies. It is critical, though, to provide the
environment to foster performance and competitiveness.

—_11—



Priorities for a regional policy agenda

Based on this analysis, ROCAP has articulated a strategic framework for
assisnce to policy reform at the regional level. This strategic frrmework
Bows from the overall U.S. strategy on trade and investment for the hemi-
sphere, espedally as enunciated in the Enterprise for the Americas Initiative
and related policy pronouncements.

ROCAP’s mandate implies a focus on eronomic relations among countries
within the region and between the region and outside partners. The strategic
framework builds on this mandate, stressing policy harmonizarion and joint
action on common policy issues. It outlines six target areas or program
outputs as 2 means of focusing policy reform support at the regional levd,
complementing reform inidatives at the nationa! levek

*  rducdon or elimination of barriers to trade in goods and

: services, in partcular non-tariff barriers. Priorities include
trade in agriculrural produas, in particular non-traditonal
agricultura! exports, as well as manufactured, in parcular
semi-finished goods; the ROCAP strategy also rarges
barriers to trade in services;

*  enhanced production of and access to technology, in pant
through the implemenucion of *wodd-class™ IPR protec-
tion in all countries of the region, the adoption of the
necessary begal and regulatory framework, and appropriate
enforcement, and through a new private-public secror
partnership in the development, adapration, dissemination
and adopdon of technology;

e lBberalizadon of rade in financial services, covering debt
and equity markets as well as associated financial services
(such as insurance), and harmonization of legal, regulatory

- and judidal frameworks to encourage cross-border compet-
ton;

e improvement and harmonization in the legal, regulatory
and judicial environment and in physicl linkages to en-
courage increased (intraregional) trade in infrastructure
services, especially energy, transporation and welecommuni-
arions, and increased private sector pardcipation;

improved coordination of trade and invesument promotion
activities in the region to stress competition-with other areas
nather than among countries within the region — in pant
through the PDD framework in cooperation with other -
donor lead countries (Japan, Canada, the EC); and

improvement of competition policy at the regional levd, in )
particular the curtailment of disaiminatory investment
practices, such as restrictive business practices (enuy barri- .
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ers, abuse of economic power), differences in tax weatment,
local consent or labor requirements.

These agenda iems are not necessarily listed in order of prioricy. The preced-
ing analytis suggests specific priorides, though. The removal of trade barriers
— for agriculrural products, manufacrured goods and services — represents
the highest priority for the next few years. For both tariff and non-tariff
barriers across all seators, ROCAP can assist regional fora most effectively by
darifying the costs and benefits, as well as the winners and losers of any
reforms. ROCAP an also hdp existing or new agencies or organizations to
handle new responsibilides emerging from reforms of the trade and invest-
ment regimes, including their more effecive participation in joint trade
negotiations. This priority also covers the improvement of informarion
systems on trade and investment on a regional basis. In the January 1992
meeting of the Parmership for Democracy and Devdopment (PDD), the

Central American governments have identified such improvementasa
priority for assistance.

The second priority emerges from a focus on financial seaor reform shared
by several of the Central American USAIDs, as well s from the work on
equity markets ROCAP has supported in the past. While ROCAP’s concern
will be primarily with financial relations among countries, trade in financial
services depends on the legal, regulatory and judicial framework governing
each country’s financia! system. Moreover, the emphasis that the Economic
Cabinets have placed on the cwordination of finandal-sector polidies also
argues for appropriate support at the regional level. In close coordinarion
with individual country programs, regional cooperation can atcderate the

process of enhancing the performance of fifandal systems through financial -

integration. \‘

The third priority is regional support to promote a cohercnt and effective
technology policy, in particular the modernizadion of the counwies’ IPR
regimes and their administration. Demands emerging from trade negotiarions
are providing strong incentives for Central American counmies 1o adopt now
lgiskation, reguladons and enforcement procedures that would pass muster as
*world dass.” Efforts to meet these demands are well underway, which
suggests a limited role for the APERTURA Project in supporting the formu-
Laton of appropriate legislacon and regulancms when it comes on-stream in
aatly o mid-1993. APERTURA assistance in this area is therefore likely to
target administration and enforcement of the new legislative and regulatory
framework at the regional level, and to make it part of an overall technology
policy. Under this priority area, ROCAP has also particular responsibilities in
promoting the improvement of wade and investment (market and produc-
tion technology) information in the rcgnon undcr PDD auspxces

Issues related to trade in infrastructure services and restrictive business prac-
tices remain important, but support in this area under the APERTURA
Project will depend on the evolving institutional framework. Some of these
issues are in fact addressed by ozher projects in ROCAP’s portfolio. The
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Central American Rural Electrifiaon Support (CARES) Project had begun
to focus much more direaly on policy issues related to the active participa-
don of private investors the energy seator. In addition w enhancing the
competitveness, the technical assismnee provide under the EXITOS Project
o producess and marketwers of non-traditonal agricaultural expores also aims
at esablishing sustainable mechanisms for providing such informaton
services beyond the life of the Project. Moreover, under PDD auspices
ROCAP will provide suppor to a regional conference on investment and
trade, scheduled for March 1993. This conference is to focus on private
sector opportunitics in infrastrucure sectors. If this foray into joint invest-
ment promotion is successful, one component of APERTURA could con-
ceivably provide further support in this area.

To translate this regiona! policy agenda into an action program for ROCAP
assisance, we need to explore the institutional context further, both the

structure of regional cooperation and the activities of the USAIDs as well as
other donors.

Regionalism in tl;e  reform process

Regional i integration and cooperation: A historical background
1960-79

In 1961, E! Salvador, Honduras, Guatemala and Nicaragua signed the
General Treaty for Central American Economic Integration, creating the
Central American Common Market (CMCA); Costa Rica joined in 1963.
Combmmg free trade within the region with protectionist ariff barriers
against outside trading parmers, the CMCA succeeded in stimulating
intraregional trade and spurring industrialization. Impont subsdtution and
protectionism, however, did not offer 2 basis for sustainable growth. Eco-
nomic difficulties and polivcal conflia among members weakened the
Common Market, leading to its virtual demise. ' '

The 19805

The first part of the 1980s witnessed economic decline and 2 parua! disman-
ding of the Common Market. Sodial and political strife, mdudmg civil wars
in Guatemala, E} Salvador and Nicaragua, aggravared the economic prob-
lems. The crisis extended to Panama which had signed Limited Scope Com-
merdial Agreement with each of the Common Market members. The 1980s
became the “Lost Dccadc‘ for the isshmus (as for much of Latin Amenca)

Although the. economic and soc:o-pohnml crisis continued throughout the
second part of the decade, Central Americans undertook to find solutions to
the problems, with full support of the international community. The meet-
ings of Central American Ministers of Foreign Affairs with their counterparts
of the Contadora Group of Latin America countries and with the European
Community (the *San José Meetings®) were particularly fruitful in advancing
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the Central American peace process. In 1985, the Central American countries

and the EC signed a General Framework Treaty of Political and Economic
Cooperation.

This EC-Central America agreement combined with initiatives from other
quarters to find a peaceful solution to the war in Nicaragua, such as the
Contadora Support Group, the U.S. Government, the OAS and the UN,
finally culminaring in a series of Central American Presidendal Summit
meetings, the “Esquipulas Meetings.” In the second Esquipulas meeting, the
Bve Central American governments endorsed 2 Peace Plan for Nicaragua
presented by President Oscar Arias of Costa Rica, who received the Nobel
Peace Prize for his inidadve.

"The 19905

During the June 1990 Summit, the Presidents of the Central American
* countries, with the Panamanian President as an observer, approved the

“Antgua Declaradon™ and 2 “Cen-

tral American Economic Acdon

Plan® (PAECA). These two docu-
ments affismed their determination Central American Exporty by DestinaSon
to reestablish a2 Central American

free trade 20ne within a few years,
strengthen economic cooperation,
and open the region as 2 whole to
international markets and the global
economy. The Antigua Dedaration
also presented the vision of a
*Central American Economic
Community” for the medium to
long term. In subsequent meetings,
the President have focused on . o s
sectoral problems and the social fn biors of 195 dokans)
situadon, pledging their countries
1o a joint search for solutions.

At the December 1991 meeting in F

=
B Y I N " R )

Tegucigalpa, Panamz announced its
decision to join the Central Ameri-
an Economic Communiry and its
institutions. The now six Central
American countries invited Belize,
geographically a part of the Central
American isthmus, to join the 7 Sowe DAF Dhewctin of Tk efted by U5 Whlewsks s b
process. Belize, a member of the

PR TR U B A B

British Commonwealth, and

"Honduras then organized a meeting of Ministers of Foreign Affairs of the
Central American countries with their counterparts of the Caribbean Com-
mon Market (CARICOM). This meeting, held in San Pedro Sula, Honduras
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in January 1992, established the basis for the devdopment of 2 stronger
economic cooperation between the two regions.

Efforts are also underway to revise the 1961 Regional Integration Treaty
which established key regional organizations still active today. The Presidents
also recendy signed an Amendment Protocol to the Convention of the
Organization of Central American States (ODECA), to set up a specialized
political secretariat that will give technical support and follow-up to presiden-
tal decisions, and will coordinate all other sectoral regional institudons in a
“Central American Integration System” (SICA). The system is to be imple-
mented during 1993-1994,

The current revival: A shared commitment to market economies

With all Central American countries seeking to move to a market-driven,
competidve economy, governments are increzsingly emphasizing regional
cooperation and harmonization as integral elements of the reform proces. That
emphasis stems in pant from the region’s history and geography that favor
dose ties among the countries; currently, one also observes a remarkable

personal rapport among the countries’ Presidents. The new regionalism also
rflects pragmatic factors:

o the positive experience with regional approaches on the
political front (the Esquipulas Peace Process);

the need for murual support and encouragement from
countries within the region — strengthening fragile reform
coalitions at the natonal level;

*  the transnational nature of most tradc and investment
policy issues; :

-¢  the realization that lack of coordmmon among neighboring
countries may jeopardize expected benefits: in many reform
areas, the countries face 2 *Prisoner’s Dilemma™ — if they
go it alone, reactions by neighboring countries may negate

. the intended effeas;
the conviction that integration in an open-economy con-
text, rather than behind protectonist walls, offers clear
advantages, allowing market forces 1o cxp!ou economies of

scale and thcreby improving the region’s compcnuvc edge;
and

*  agrowing rccognition that the Central American countries
carry greater weight in international trade negotiations,

including the Uruguay Round and the NAFT. A. if they aat
as a group.

To be sure, the strength of the commitment to market forces and regiona]ism
is uneven across countries. Even so, the governments have reached agreement
on an Action Plan with specific targets. The targets refer to often sensitive
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] areas of wade and investment policies:

o the esablishment of 2 Central American common external
tariff to become effeaive by the beginning of 1993;

joint trade negodations with Mexico, Venezuela, Colombia,
and others, and increased coordination of positions in the
Uruguay Round negotiations;

procedures to coordinate and harmonize macroeconomic
policies;

s steps toward regional financial i mtegranon through slmp!cr
foreign exchange procedures and an opening to intra-
regional competition; and

o the removal of non-tariff barriers (NTBs).

Efforts are also underway to breathe new life into regional integration,
including a major revision of the 1961 Regional Integration Treaty and the
strengthening of regional entities providing support for regional policy
making fora The resulns of the latest meeting of the Economic Cabinets in
Antgua (March 1992) signa! 2 growing regionalization of economic policy
reform, with clear targets and deadlines for continued liberalization of trade
and investment regimes, including the removal of remaining foreign ex-
change controls. The recently signed wreaty establishing 2 Northern Tier (El
Salvador, Guatemala, Honduras) free trade zone represents a milestone in the
“new integracion' process.

The role of technical support in regional policy devdopmcnt
Policy reform and wecknical support

The regional policy-making process today is cntutly a mareer of sovcmgn
governments acting togethet. While the countries have some murual treaty
obligations, there is no regional authority appointed to judge or enforce
compliance. Any joint policy decision has o be implemented by the national
governments subscribing to it. Even so, regional fora play an increasingly
important role in reaching policy decisions. Thus, regional policy development
is 2 complex process by which the governments reach 2greements on what
economic policies and actions they will each carry out, with the national -
governments as the implementing agencies. :

Accepting some simplification, one can distinguish three phases of the policy
“reform process. The first phase, articulation, covers the identification of a
problem, the development of 2 consensus to do something about that prob-
kem, the development and appraisal of altemarive solutions or approaches,
and the choice of a course of action. The second phase, adoption, refers toall
elements of the process to turn the policy decision int an operating policy
— the drafting, introduction, and mratification of appropriate legislation and
regulations. The third phase, gpplication, comprises the administrative (as
well as judidial) actions required to implement the newly adopted polides. In -
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the context of Central America, the commitments reached in regional policy
making fora have become an imporant elements in policy ardculadion.
Similarly, regional cooperation ofien comes into play in implementing
particular innovations; for eample, a task force of the Central Banks has
been set up to implement the new exchange regimes joindy. That suggests
the following structure of the policy reform process:

Regional

role

Articulation

The policy reform process

This simplified schematic highlights the role of regional cooperation in the
reform process, (currently) foarsing on the aruculation phase, and (perhaps
more strongly in the future) on applicaton and monitoring. The adoption
phase — purting polides into effect — remains the domain of national
governments. How effective regionalism is therefore depends on national
follow-up, which in turn depends on the ability of policy makers to commu-
nicate clearly the commitments reached at regional meetings.

We see three elements of the regiond policy development sysiem engaged in the
policy reform process: (1) the natonal governmens, (2) the regional policy
making fora, such as the periodic meetings of the government leaders and
policy-making officals (the Presidents and the Economic Cabines), free

rade agreements on a general or secroral basis, or permanent orad-hoc
wchnical cooperation fora, such as the quasi-permanent conference of Minis-
ters of Transportation {(REMITRAN) or the Regional Agricultural Coopera-
ton Commission {CORECA), and (3) the policy support system — indud-
ing both national-level agencies (such as Ministries of the Economy or

Central Banks) and regional organizarions (or entities with technical rcspon-
sibilides at the regional levd). :

The national governments are the basic units of political and economic power
and authority to adopt and xmplcmcnt economic policies. The rukes by which
government leaders can enter into intemnational agreements and commit- .-

ments vary according to the countries’ constitutional structure, their proce- -
dural laws, and their political power stucture. Internal and external consider-
ations interact in complex ways in the decision-making processes. - .5 - -

The governments work through regional policy rmzkmg fora on policy reform
and harmonization. The Prasidential summits, starting with the Antigua
mcctmg ofjuly 1990 hzvc gwm thc ludmg unpulscs to the Dew rcg:om!-
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" ism. At these summits, the Presidents have declared emphatically their
suppon for new directions and instructed their cabinet ministers to formulate
suiable plans and programs w follow up.

The Economic Cabinets (Ministers of the Economy, Finance, Agriculture, and
Plinning, and the heads of Centra! Banks) that are now meeting on a regular
basis represent perhaps the most imponant regional policy forum, bringing
together the region’s leaders on economic policy making, The way in which
these officials have “clicked” into a body able to make forceful and coura-
geous decisions is encouraging. Their interaction and murual support have
contributed to a pace of economic liberalization that would have seemed -
overly ambitious only two years ago. The Economic Cabinets are also seeking

National governments and private sector entities

Regional pohcy fora and institutions

Presidential cumbres; Economic Cabinet
meetings; subregional free trade agreements;
permanent technical cooperation fora
(REMITRAN in transporation; CORECA
in agnculture) ad-hoc conferences and
mcctmgs in mdc and investment

Policy suppont: n:gumal (and national) entities charged with the preparation and
follow-up of decisions taken by the regional policy fora and msnruuons

to increase the frequency and inwensity of consultation through quasi-perma-
nent bodies comprising second-tier policy makers (Vice Ministers).

While the Economic Cabinets do not include private-secior representatives,
the organized private sector — including FEDEPRICAP officers — is regu-
Ly invited to pardcipate either formally in meetings related to specific
issues, or informally in gatherings or workshops at the meeting site.

In the area of agricultural policies, the Comisién Regional de Cooperacién
Agricola (CORECA) has provided a forum for the coordination of agricul-
wral policies in the region. It focuses on such issues as the liberalization of
uade in agricultural goods, or the harmonization of policies regardmg phyto-

sanitary standards. TICA has becn provxdmg somc techmca] assistance to
CORECA.



Technical suppors at the regional level

The Presidencs inidally called on their *Ministros Responsables™ o work out
the details and programs to implement the new policy guidelines. The
Ministers of Economy, originally charged with managing the eardier integna-
tion movement in the context of the Central American Common Market,
however, did not have the staff nor the technical capacity to deal with the
Lrge range of manzers involved in policy harmonization, liberalization, and
incegration. The Presidential Summits as well as the Economic Cabinets
therefore looked increasingly to regional entities for the necessary technical
support in preparing and following up on the periodic meetings.

The structure and responsibilities of these regional entities sull remain rooted
in the regional integration efforts of the past. The earlier integration fforts
spawned some fifeeen principal regional organizations and at least 70 other
regional endties to deal with a broad range of concerns. For bewer or for

rse, these entities are tasked with providing technical support to the
regional policy making fora. They differ widely in terms of visibility, capabili-
ties and interests.

With ROCAP suppon, ten principal Central American regional instrutions
and associations (appropriately, though pcrhaps somewhat grandiosdy,
named the Group of Ten or G-10) met in Andgua in August 1991 to

discuss their roles in the new regionalism. The group induded the following
organizations (see also box on p. 23):

SIECA — the Permanent Secretariat of the General
Treaty of Central American Integradon;
CMCA — the Central American Monetaty Council;
FEDEPRICAP — the Federation of Private Sector Endities of
- . Central America and Panama;
., FECAICA — the Central American Federation of Chambers
. of Indusay;
CABE!l — the Central American Bank for Economic
!ntegrauon,
ICAP — the Central American Inmmte for Public
Administration;
. ICAITI — the Central American Instituce for Industml
Research and Technology;

CADESCA — the Central American Development Action
- -+ Commitee {of the Latin Amenan Econonnc
Systcm, SELA); -

CORECA — the Council of the Ministers of Agnculture of

the region (induding Panama, Mexico and the
Dominican Republic); and .-

CEPAL — the UN Economic Commission for Latin
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America (working out of it Mexico office).

Realizing the need for technical leadership and support at the regional level,
these orgznizations agreed to work together and offer their combined exper-
tise to regiona! policy making fora The G-10 succeeded in drafting a policy
2genda for achieving integration in an open-¢conomy context (Acciones para
k reactivacién, fortalecimiento y reestructicacién de insegracidn y la insercién de
Ceniroamérica en la economia internacional) that shaped the action program
adopted by the Economic Cabinets in their meeting in Antigua in March
1992. '

The policy-making authorities dearly want and need assistance from the
regional technical suppom appararus. They have provided new leadership and
finandal support for SIECA, appointed it as Executive Secretariat for the
Economic Cabinets, and mandated it to pesform a number of functions in
support of the regional policy reform and integration movement The Cen-
val American governmens have also begun to address some of the problems
that have paralyzed CABEI in recent years, thereby building the basis for
CABEI to act as a real regional development bank They are looking to
CMCA for technical leadership in efforts to accomplish the harmonization of
macroeconomic, especially monetary and exchange rate policies.

Policy makers are relying on regional entites for a range of functions and
assignments:

e

* o analyze problems and issues in a comparative ﬁamework.
incorporating the regional point of view and servingasa
regiona) dearinghouse for informaton on the impacts of
particular initiatives on the six or seven countries involved

*  t sponsor and conduct cons:nsus»bulldmg dnloguc on
policy issues;

* 1o oollectand dnssemmate consistent, reliable and nmely

information on pohcy measures and economic evens in the
member countries;

e o mack and evaluate resules of regional and counuy policy
measures;

e todeveopor dxssemmate mode! solutions (cods, hgnsh-
.~ don) for particular policy reform wasks - . %

to provide expertise in complex intra-and cxm-rcgnonal
pobcy pegotiations;

* ® me!emcnt policy decisions that have a rcgnonal opcm-
tonzl dimension; and ’

* 1w offer or facilitate access to critical expenise in highly
- technical areas that can best be used 3omdy by the Central

SR "Amenmn countries.” ~ I |
B R APV I 5 I R PP

The insticutional framework d etermining what tbc exact content of dmc

~a
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funcdons will be, and how they will be organized, managed, and imple-

mented is evolving. It is likely to change further, depending on the pace and

direction of regionalism in economic policy reform — which of course
depend in part on the performance of the technical policy support. In this
process, SIECA is likely to play a central coordinating roke, with the more
specialized entities taking on wsks consistent with their mandates and apa-
bilities.

As Central American govemments embrace regional cooperation as an
integral part of the policy reform process, the success or failure of regional
initiatives will affect the progress of national-leve! reforms. Successfil regional
initiatives can provide strong impulses to reform drives in individual coun-
wies. Any setback at the regional level in turn will weaken the overall mo-
mentum of reform. While political will and commitment remain the key to
progress at the regional level, they are not sufficient. Lasting success uld-
mately depends on the availability and use of adequate technical suppornt
needed 1o articulate, promote, and appraise regional seform initiatives.

Gaps and weaknesses in technical support for regional policy -
devedopment S

As demands for wechnical, analydcal, logistical and administrative support at

the regional level are growing, the weaknesses of existing entities and arrange-
ments are becoming apparent. Part of the problem s the original approach of
endowing the regional integration movement with a full range of support
' ofganizatons, without providing

The Guatemalan paper Siglo Veintiuno on SIECA a secure way of financing these

istieutions and enabling them w
armaa appropriate saff. Tobe
sure, during the heyday of the
Central Amerian Common
Market, organizations such as
SIECA were highly respeaed as
sources of information and
advice. Once the Common
Market began to Sounder,
though, the financial and person-
el needs of regional suppont
entities took a backseat to the
demands of domestic constiruen-
des and agendes. All of the
existing institutions, with the
possible exception of the Central

- _Anherican Monetary Coundil,

e e g . emerged from this period of more
or less benign neglect weakened and largely unable to meet the new demands.
(See box for brief highlights of the situation of the members of the Group of
Ten)--.7 ol toiiew v 00 TemRL AT e -
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The G-10: a thumbnall appralsal

The Group of 10 includes "strictly” Central American instituions as wefl as institutions with broaZzr membership that have
8 Central American focus.

SIECA & bacoming the technical support mule of the new intagration process. Governments and regiona! poficy makingfora
tand o think of SIECA first for specific technica! studies or for genera! logistical support. SIECA has boen trying 1o cope with
the various demands, but is facing savere Emtations in terms of staff capabiiities and financial resources. Rt has recently
managed fo gat Rself ot of dobt, and to obtain suficient operating funds from the goverments. Bt Its organzational
structure and technical capabilfties can best be destribad as being in 2 state of flux, 2 stuation that is jeopardzing s abily

- fo take full advarm.age of tachnica! assistance providad by ROCAP, the UNDRP, IDE, and other sources.

The CHICA focuses onthe tracking and analysis of macroaconomk, in pavticutar monetary and exchange ‘e, policy issues.
Ik 15 highly respactec as a sowrte of tachnical information and advice, bt wiE nead to Savelop complamemiary skilts in poficy
Gialoge and nepotiztion o play 2 more prominent role in helping 10 harmonize macroaconomi policies in the region. t 5
the recipient of technical assistance from various Quasters, in particular the IMF, the UNDP and the IDB.

Created 10 involve the private sactor more actively in the policy debate & the regional level, FECEPRICAP has taken an
activis! role in rallying private-secior support for pursuing Gaveiopment through policies that stress openness and
compatition. Saeking 1o Gavelop s proper ol in this process as a federation of national business associations,
FEDEPRICAP has registerad hits, such s the annual Congress of Free Enterprise, as well as a fow misses. Increasing
involvemant of donors other than ROCAP in Its programms &itests 1o & growing reputation .

FECAICA (Central Amarican Fedaration of Chambers of Industry] represents more the established views of manufacturing.
R has been bobbying, for exampie, 10 rescing the commitment 10 8 5-20-percent tarill range that Central American
governments had agreed on in favor of 2 wider band fwhich would of course provide higher rates of efactive protection).
The regional development bank, CABET, seams to be amerging again as a viable regional Savelopment batk, ater R became
virkaly paralyzed as & resull of financial problems. n the past, CABE] had boen used as a mechanism 10 compensate for
gains and losses from itegration, which 616 nat nacessarlly encourage prudent lending practices. Undar new management,
& has been addressing s amears prodlems, and is taking a more active stance. CABES has been aitracting countries for
Outside the ragion as members. : )

ICAP fthe Central Amarican Institute for Public Administration) had been given a mand2e as the l2ad institution for human
~ resourse development in the public sactor, akin to the roke of INCAE for the private sector. Alas, R is curmently playing & minor
roke in the ragion bacause of operational and firancial problems.

ICAITT (Cantral American Institute for Industrial Ressarch and Technology) was created to medt acritical need & the ragional
leve! with respact 1o ressarch and development, and technology appficaion. It i currently unabie to perform s role as
envisionad, havirg fafled o establish a adaquate financial basis for continued operation, eitherthrough userfees orthrough
rekabie support from the governments ofthe ragion, 1o help address the ceniral probiem of the techndlogy gap for the region.
As the Cent-al Amarican Development Action Committee of the Lalin American Econoimic System (SELA], supported by
{2in American govarmments, CADESCA is not spaciically an organ of Central American integration. Vith headquarters
in Panama, I conducting usatul work on policy issuss related 1o economic relations between Contral Amesica and its
n2ighbors 1o the South, especially in the arsa of agriculiural products. '

WEh support from IICA fintar-Amarican institute of Agricultural Cooperation), CORECA, the Council of the Ministers of
Agiculture of the region fincluding Panama, Mexico, and the Dominican Republic], is playing a critical role in the coordination
of the region's agricutural poficies. Agricultural products, especially foodstufts, present some sensitive ssues in the
Ebarafization of intraregional trade. They also account for the Bion's share of the region’s exports. Common policies with
respact fo quality and phytesantary standards and pricing poficies can therefore contribute effectively 1o improved economic
paformance in the region. ‘ - o

The last member of the G-10 is CEPAL (or ECLA — Economic Commission for Latin America), a regional UN institution,
working from its Mexico office. . - I :




The Central American govemments have revived some of the public regional
organizations, renewing their mandates, expressing new demands for their
services, and providing additdonal financial resources. Some of the institu-
tons are underaking efforss to rebuild their capacity to play their roke
effectively. For example, CABEI has worked to consolidate its finandial
position and secure the renewed suppon from the Central American govern-
ments. Similady, SIECA is currently engaged in an effont to sueamline i
operations and make berter use of available talent and support to respond to
the mandates of the Economic Cabinets and Presidential cumbres.

Even so, time is running short. The region’s political keaders have commiteed
their countries to an ambitious agenda of integration and joint action on

economic policy reforms. Implementing this agenda will severely tax the

apabilites of their governments and of the regioml support endtes. Techni-
cal support at the regiona! level therefore needs o improve to respond to new
exigencies and oppomunites, to put in place the processes and mechanisms w
make integration work in support of an open, competitive regional economy.

The context for ROCAP assistance

The overall policy framework for U.S. assistance”

The srategy governing U.S. assisance and development policy in the hemi-
sphere has undergone fundamental changes over dhe last few years. The U.S.
policy today suesses development through enhanced trade and investment.
The U.S. also seeks to work more closely with its partners in the developed

(OECD) world to structure a2 coherent app(oadz w promote devdopment in
the region.

The clearest expression of the new approach is dtc Enterprise for the Americas
Initiative (EAI). Drawing on the lessons of the Caribbean Basin Ininatiwe, the
EAI secks: (1) to move to 2 hemispheric free trade 2one through the Uruguay
Round of the multilateral trade negotiations and dhrough free trade agree-
ments, with individual countries or with groups of countries; (2) to encour-
age investmenx by providing access to new apuz! resources for countries thar
have underuken appropriate investment regime reforms; and (3) to make
deb relief available t countries implementing subilization and strucural
adjustment programs sanctioned by the IMF or the World Bank. A Mulsilar-
eral Investment Fund (MIF) to be established in the Inter-American Devdlop-
ment Bank (IDB) is intended to support market-oriented investment policy
initiatives, to privatize government-owned indusuy, strcngthen the produc-
tivity of the work force, and help small entrepreneurs gain access to capital.
The U.S. government is planning to provide $100 million per year over five
years. The Japanese government has matched the U.S. pledgc, and other
governments have indicated their support. '

The negotiations between the U.S., Canada and Mexico for a North Amm
can Free Trade Agreement (NAFTA) mark a historic step, building on the
bilateral agreement signed between the U.S. and Canada in 1988 to include
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Mexico. The *fast-rack” procedures made possible by Congressional acdon
in May 1991 allow the treaty implementing the NAFTA to be approved or
rejected without line item vetoes. Major objectives indude the elimination of
all wriffs and of non-tariff barriers (on services as well as goods) over a period
of years, promotion of an open investment dimate, and full protection of
intellecrual property rights. Through the negotiation of framework agree-
ments on trade and investment, the EAl is addressing trade issues with other
countries. Trade and Investment Councils for each country areated under
these framework agreement are now beginning consulatons on the rypes of
economic reforms needed to meet the prerequisites for a free trade agreement.

All of the Central American countries have signed bilateral framework agree-
ments with the U.S.

The Partnership for Democracy and Development (PDD) was created to bring
abour a regional focus in Central America on the issues that relate to democ-
ratization and development This multlateral forum brings together the
OECD countries, the six Central American nations (induding Panama), and
the Latin American Group of Three (Mexico, Colombis, and Venezuek) in a
partnership to support the process of policy reform for Central America that
will address constraints to further srengthening democratization and integra-
ton into the world market place. The plenary seision in Ottawa in January
1992 served to highlight specific priorities in both po!iﬁa] and economic
development

ROCAP has shaped its overall program in thc area of trade and investment
on the basis of the principles and concerns of the EAIL It has also been given

the mandate to address specific priorides that defined i in the context of the
PDD.

Economic and related r'gform programs at the national lévd

ALD. policy reform programs -

With few exceptions, all the A 1.D. Missions in the region use Economic
Support Fund resources to promote policy reforms. Targets cover the gamut
of strucrural adjustment suabilization measures 2imed at curtailing budget
deficits, liberalization 1o open national economiss by strengthening dialogue,
consensus-building and the analytical base for reforms, and privatization to
reduce direct intervention and participation by the public secor. The reforms
aim at removing trade barriers, both tariff and non-tariff enhancing the
investment dimate by identifying and mitigating reguladons impeding the
inflow of foreign investment and technology; and improving the performance
of financial systems in mobilizing 2nd allocating financial resources. USAIDs:
are dosely coordinating this support for policy reform with relared initiatives
by other donors, noably the World Bank and the Inter-Amenmn Develop-
ment Bank, as well asthe IMF. -~ -

With respect to LR] issues, the Trade and Invcsuﬁcnt Coundil (TlC)procas
is becoming a key elements of the continuing policy d na]ogue, hxghhghnng
specxﬁc issues and proy:dmg incentives for their resolution, #i:7> 3
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ALD. trade and investment programs and p-rajem

All USAID programs in Central America work with national govemmens

and business assodations to remove restraint to trade and investment. For
eample:

¢ the Honduras Mission targeted the reform of legislation
governing investment. Through its technical assistance
programs, it helped bring about a draft investment law that

diminates or minimizes government registration and
oversight of foreign invesmment;

e USAID/Guasemals has contributed directly to fiscal reform.
. Itis now seeking improvements in selected areas of the LR]
framework for investment Other efforts include a strength-
ened International Executive Service Corps (IESC) program
w provide advice on production and marketing to exporn-

ers, and the design of more effective incentives for the
drawback industries.

*  Panama, characerized by high protective tariff regimes and
— besides the entrepreneurial activides in the Free Trade
Zone — a stifling investment climare, will benefit from the
Mission's new trade and investment program that will strive
to increase nontraditonal exporss and invesmment through
reforms to the regulatory and policy framework and

through technical assisance to produccrs ©0 help them enter
foreign markers.

»  USAID/Belize will provide heightened emphasis tw sustain-
abiliry of economic growth driven by private sector invest-
ment, with special emphasis on resource planning and
management lo focus in the future will be on the preserva.
ton and sustainable use of the natural resource base in

suppon of overall economic development, induding trade
and investment growth.

. USA]DIMraragua has assumed a leadership role in re-
vamping that country’s economic policy regime, through
both condidionality and appropriate technical assxstanoe. _

* USAID/H Salvadorbas been instrumental in movmg the
. country’s adjustment program fomrd.
~-eo  Finally, USAID/Costa Rica’s progmm is addrasmg awide
-+~ range of issues related to economic policy reform, mcludmg :

changes in the legal, rcgulatory and judicial framcwork
governing that counury’s fnancial sector. ... .- [ i

Otbadomm o - e
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In each of the Central American countries, tbc USAID Missions work dosc!y
with the World Bank and the IMF, who typically have the lead in assisting in
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the design of stabilizacon and strucrural adjustment programs. The IDB is
becoming more active in policy reforms, largely through its investment sector
loan program, focusing on LR] issues. Other bilateral donors at the natonal
kevel, particularly Canada, Spain, Sweden, and Japan, pay less attendion to

policy reform, stressing more sectoral, infrastructure, or human-resource
development objectives.

At the regional level, patterns of assistance are evolving. Key among these will
be the Inter-American Development Bank (IDB) is emerging as a key player
ar this level through a rechnical assisance program (PRADIC) to suppont

o the Consgo Monetario Centroaméricano (CMCA) in coordi-
nating macroeconomic policies; .

SIECA in developing an information base on regional and
intraregional trade and trade barriers, regional negotiating
strategies with other blocs, and assessing gains and losses of
alternative liberalization strategies; and

*  FEDEPRICAP in analyzing costs of productive inputs
(induding infrastrucrure services) and their effects on the
competitiveness of the region’s industry.

The United Nations Development Program (UNDP) coordinates the Special
Plan of Cooperation for Central America (PEC), which comprises 2 number
of technical and financial cooperation projects in the region. These projeats,
supported by several donors, include external debt assisanee and financing to
reacivate the Central American Common Market The UNDP also acts as a
dearinghouse of information on assistance programs in the region. The
European Community has engaged in a broad dialogue with Central
America, the “San José Process.” The EC offers trade concassions-to Central
American countries, although it may also take them away as intra-European
concerns tzke over (as in the'case of bananas). Since many of the ourward
manifestations of the Central American drive toward integration are modeled
on EC institutions, the EC has taken the lead in supporting some of these
insdrutions. A typical example was its support for an acempx to revive the
compensating mechanism for intraregional trade; at their recent meeting, the
Economic Cabinets appear to have abandoned thar attempr. ’

The creation of coordinating mechanisms at the policy and program evels —
the Parmership for Democracy and Development (PDD), the Central |
American Development Coordination Commission (CADCC), the IDB/CA
Consultative Group, the “San José Meetings® and the *San José Protocol”
and others reflecta willmgness among donors to coordinate programs. The
PDD in particular is'emerging as a useful forum of coopcrauon. encouraging
the formulation of a common framework of priorities in trade and invest-
ment, s well as in the suengthening of democratic insttutions. For example.
partly within the PDD context, Canada’s assistance strategy in the rcglon is
increasingly stressing trade and investment. Similady, Japan is examining -
opportunities for increased assistance in this area. ROCAP has begun to
coordinate regional assnstanoc programs systemauaﬂy with other donors at .
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the working level in the field.
ROCAP’s role

The U.S. has stressed its interest in strong, competitive market economies in
the hemisphere in several policy smtements, ranging from the Enterprise for
the Americas Initiative to the Central American assistance strategy ("Central

- America 2000”) devdoped by A1.D.’s Bureau for Latin America and the
Caribbean. Suppon for strucrural adjustment and policy reform therefore
forms the cornerstone of the U.S. assisnce to Central America, both
through the USAIDs working with individual countries, and ROCAP and -
others working with regiona! forz and insttudons.

ALD. originally established ROCAP as the vehicke for supporting Central
American regional inidatives. That mandate, together with ROCAP's experi-
ence, provides the basis for responding effectively to the new regionalism.
ROCAP’s activities in trade and investment form one of three components
that make up its integrared strategy for the next five to seven years, with the
environment and democracy providing the focus for the other two.

With respect to environmental and natural resources, ROCAP has taken the
kad in Central America in supponting efforts to ensure sound and efficient
management of these resources. ROCAP's activides in this area, primarily
structured in the framework of the RENARM Project, are designed to
implement A.1.D.’s environmental strategy for Central America. .

In the area of regional support for programs to strengthen democratic institu-
tions and processes, ROCAP is currently in the process of focusing its strat-
egy further. This straregy will build on ity involvement in assisting the decen-
wabzation movement in thc context of jts regional municipal development
program.

For rade and investment, ROCAP assisance will be cnna] to reach the
targets of the regiona! policy agenda by strengthening the performance of the
regional policy support system. If the support system fails to sise to the
challenge, the pace of policy reform is likey to dow. Any improved perfor-
mance of this regional policy support system will require not only better
performance by existing regional entities and organizations, but also the
emergence of new patterns of cooperation among governments and berween
business and government, the exchange of information, the search for con-
sensus, and the interacions in implementing policy for consensus and the
interactions in implementing policy dedisions. To provide the needed assis-
tance to such a dynamic process requises both technical competence and
political sensitivity. These two themes will govern ROCAP assistance to trade
and investment po!icy reform in the region. ROCAP intends to channel the
major part of this assistance through the APERTURA (Assistance to and
Promotion of Trade Opemng through Regional Action) project to consoli-
date and focus its current activities in this area, tw provide needed technical
expertise in the short run and to work with Central A‘{ncncan msutunons to
develop that expertise in the medium ro ong term.
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ROCAP’s strategic focus in trade and investment

The inuoductory analysis to this document (see pp. 12-13) already oudined
the structure of ROCAP's strategic framework in the arez of trade and
investment. Focusing on economic relations among countries in the region
and berween the region and its economic partners, this strategic framework
highlights six target areas (not necessarily in any order of priority):

*  reduction of elimination of barriers, in particular non-rariff
barriers, to trade in agriculrural as well as manufacrured
goods, and to trade in services;

*  improvement of producton and marketing technology,
through the implemenation of *world-class® IPR protec-
tion in &/ countries of the region, 2nd through increased
efforts in technology development, adaptation, dissemina-
tion and adoption;

o liberalization of rade in firancial services, and harmoniza-

tion of legal, regulatory and judicial frameworks to promote
integration and cross-border competition;

*  improvement and harmonization in the legal, regulatory
and judidal environment to encourage trade in infrastruc-
ture services as well as increased private secor participation;

coordination of trade and investment promotion activities
in the region under PDD auspices; and

harmonization of competition policy at the regional level,
in particular curizilment of discriminatory and restncgve
business pracrices.

The analysis above further identified three priorities within these target areas
for the APERTURA Project: (1) removal of trade barriers, (2) promotion of a
coherent and effective technology policy, in partcular the modernization of
the countries’ IPR regimes and their administration, and (3) liberalization of
trade in financial services. (The illustrative policy and action agenda in Annex
B focuses on these three priorities.)

One imporuant point: ROCAP interventions by themselves could not expeat
to achieve an apprectable impact in any of these areas; in the absence of .
country-level programs, we would have narrow our programmatic focus
considerably, given our sesources. In seeking to complement and reinforee
country-level programs in support of policy reform, however, ROCAP needs
to cast its net a litde wider to ensure fexibility and an appropriate program-
matic context in responding to targets of opportunity. We also expeat that
the proposed buy-in opuon, which has received suppont from a majority of
the USAID:s in the region, will provide a vehicle to accelerate the pace of
policy reform in Central America within 2 common framework, improving

the soundness of efforts o harmomzc pohcx&, and thcreby strengthenmgtbe
overall impact. - - - BV
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Project description
Project approach

The approach of the APERTURA Project reflecss the context and the institu-
donal serting, Unlike USAIDs, ROCAP does not have counterpart institu-
dons with policy making powers, such as government departments or agen-
des. Jt can belp shape the pattern of policy reform by providing appropriate
assisance and guidance to the organizational endties charged with preparing
the appraisal of policy options for consideravon by regional policy making
fora, and, perhaps more imporrantly, with implementing the decisions
rached at thesé fora. Appropriate assisance and guidance is required to
ensure that decisions to open the economies of the region are fully imple-
mented, and that decisions to strengthen tes among countries in the move-
ment toward economic integration in fact support the movement to an open,
competitive regional economy. Balancing the needs of integration with the
demands of open competition requires consummare analytical, political and
administrative skills The APERTURA Project is designed to provide the

rquired expertise in the short term, and to ensure the full development of
such skills in the medium to long term.

The strategic context implies a dual role for ROCAP assistance. Assistance at
the regional level is needed to advance natonal-level agendas. In ad dition,
ROCAP will address rade and trade-related investment issues not adequately
covered by individual country programs or best handled by regional fora.
Through the proposed buy-in mechanism, APERTURA will provide support
to USAID:s in priority areas of the common policy and action agenda.

In the face of an evolving role for regionalism, ROCAP assistance should
alow for and encourage new approaches and solutions, strengthening and
sustaining the regional process of consensus-building, policy articulation, and
bllow-up. As the Central American governments search for effective ways of
rgional cooperation in opening their economies, tying assistance to
srengthen technical policy support at the regional level o the existing
instirutional structure is likely to hamper rather than help progress. Clarly.
we have to work through existing or emerging Central American institutions.
ROCAP assismance seeks to strengthen flexible responses, mdudmg ad-hoc
arrangements, to keep the Central American reform process moving. That
approach requires thar we will need o adapt our assistance to the needs of the
policy support process and instirutions as they evolve over ime.

Some of the pobcy issues addrcsscd by regional fora will be asnly and quncldy
decided and resolved. Others, however, facing oomplcx polmczl obstacles in
getting agreement among five, six or seven countries, may require protracted
study, dialogue, negotiation, and administrarive effort over several years.
Policy support at the regional level (and external assistance to it) needsto'be
flexible enough to adjust to unprcdlctabk accelerations and delays. The - -
experience with change in the region over the last six months alone vmdly :
demonstrates the imporaance of flexibility and quick-response capability. «
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" Project goal and purpose

The policy goals for the tegion esmablished by A.1.D.’s Bureau for Latin
America and the Caribbean fumish the goa!/ for the APERTURA Project the
realization of an open competitive Central American economy. This project
adds its contribution to that ¢f the bilateral USAID programs and the other
U.S. policy inidatives, including the EAl, PDD, and CADCC, as well as of
the other muldlateral and bilateral donors. We will track and evaluate .
progress in tariff, NTB and RBP reduction, IPR protection, and resulting
growth in trade in goods and services through 2 variety of country, regional,
and external agency channels.

The purpose of the projeat is to help Central American governments choose,
agree ob and implement barmonized policies 1o open and liberalize their
economies. The Project will assist regional as well as national institutions and
entties in preparing policy options for decisions by the Central American
governments, working together at the regional level, and in unplcmcnnng
these dedsions in concert through market-based mechanisms.

This assistance to regional policy support will serve the needs of Central
American economic policy makers. It will include information, analysis,
dissemination, dialogue, and policy implementation and tracking functions.
The Project approach will also facilitate improved donor coordinaton in
regional assistance programs. Finally, it will integrate private enterprise more
dosely and effectively into the process of consulation and decision-making
in trade, investment, and integration policies.

How the Project will work

The APERTURA Project will provide assistance to regiona! and national
entities charged with specific policy support tasks by regional policy making
fora. Through its actvides and 2 buy-in opdon, it will also make specialized
technical expertise available 0 USAID:s seeking to assist their respective host
governments in responding to specific mandates emerging from integration
and policy harmonizadon. At least initially, project assistance at the regional
level is likely 1o focus on the core endties charged with specific tasks by
regional policy making fora — principally SIECA, CMCA, and
FEDEPRICAP. Over ins three-year life, the Project will focus on technical
suppon services, including policy appraisal and follow-up pcmncnt to the
implemenaation of PAECA and related regional reform inidatives.

While the Project will work primarily with dhe core entities to help them
arry out pending assignments from regional policy making fora, these
entities will not enjoy exdusive access to Project assistance. Other entities
with clear responsibilities in the regional policy reform process will be eligible
for assistance for particular activities. Such entities may indude industry
federations, public or private-sector regional commissions addressing specific
issues such 2s transport or non-tariff barriers, or even more ad-hoc muld-
nation groups undertaking innovative cooperative actions that will further
the process of removing barriers to trade and investment in the region.
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APERTURA may also complement assistance to regional entities charped
with administering new polides.

Setting the Project agenda and A.I'.D. s role in this process

In their periodic meetings, the Central Amernian Presidents and Economic
Cabinets address the full range of trade and investment obstades. The Presi-
dents set the basic policy 2genda and priorities, and the Economic Cabinets
refine them further. The mandares that have emerged from these regional
fora reflect 2 broad agenda and priorides. To prepare sound policy analysis
and recommendations and to facilicate and monitor actions to follow-up
decisions taken at the Summit and Cabinet meetings requires policy studies,
cnferences, workshops, and information gathering on problems and progress
in the reform process. The specific content and priority of items in the
agenda will continue to change according to the needs and priorities of the
Central American national govemments, and their perceptions of the rel-
evance of regional action in the reform process. These perceptions in tum

depend on the track record of resolving issues, adopting agreed-upon policies,
and achieving results.

The specific policy items to be addressed by the APERTURA project are thus
first and foremost derivative of the agenda set by the Cenrral Americans, as
filtered through ROCAP’s regional policy agenda oudined above (p. 12-13).
Since policy reform is not a linear process, a rigid agenda over a longer time
horizon — like the Project’s three-year life — & inappropriate. Instead,
ROCAP wil! provide guidance for this Project chrough a policy and action
agendas for one year at a time, updated every six months. This agenda will
reflect upcoming needs and lessons learned. It will provide a framework for
management control and oversight, without giving up the fexibility essential
for regional support to economic policy reform. :

ROCAP will formulate the annual policy and action agenda in dose coopera-
ton with the USAID Misions. Program Economists and Trade and Invest-
ment Officers of USAIDs in Central Ameria will form a Project Advisory
Commirttee, which will meet twice a year. A1 these meetings, the Projea
Advisory Commirtee will review progress during the past year, and comment
on the draft agenda for the coming, year. The ROCAP Project Manager will
also mainin more informal contacts with the Missions through ficld visics
and periodic written communications to ensuse continuing coordination. A
sample policy and action agenda for the Projea for the period July 19920 .
June 1993 is shown in Annex B. While the Project itself will not be operating
by July 1992, the agenda will provide guidance for assisance under cxnsﬁng
projects, and serves to Hlustrate the concept and to elict comments,

By making tbc Project itsdf the vehicle for coordination with USAIDs, we
will avoid any conflicts or duplication between ROCAP and USAID activi-
ties. We will also be able to respond effectively o needs at the national leve
emerging from the regional cooperation process. At the same time, close
coordination will facilitate follow-up on relevant commitments and decisions
at regional policy making fora by i mtcgratmg it into USAID activities.
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" Project elemenss and management structure

The management structure and input delivery system for this Project are
expected to indude the following elements to provide the needed Bexibility

with adequate controls; these options will be explored in greatzr detail in the
PP design process and revised as appropriate:

* 2 Regional Policy Support Unit (RPSU) to manage #chnical
assistance and training activides,

*  baining for the staff of regiona! and national entides, both
in the U.S. and in the region;

subscriptions for specified continuing regional support
services, such as information collection, analysis, and dis-
semination;

*  urgeted action support for regional entities established two

arry out particular functions ot chargcd with new responsi-
blhucS.

suppon for comparative economic policy research within
ROCAP; and

*  suppon for regional conferences and worksbops. :

A buy-in provision will provide USAIDs with access to specialized technical
expertse and training services.

The Regional Policy Suppor: Unit (RPSU) will be the prindpal management
unit and channel for technical assistance and training actvities for regional
policy support Conceived as a temporary entity to be set up in Guaremala by
a (U.S.) university, non-profit organization, or institutiona! contractor, the
RPSU would provide access to specialized technical expertise and training
resources to qualifying regiorial and national entities and fora for acdvities
furthering the process of regional policy formulktion, appraisal and consensus
building. It would have the needed staff to provide technica! leadership, and
to handle the management and administrative requirements of technical and
wraining assistance, under directon from ROCAP. In the PP analysis. we will
also explore options to have the RPSU handle funds for targcted action
suppon to qualifying regional insdrutions.

Qualifying regional institutions (or national instirutions vmh rcgwnal re-
sponsibilides) could request from ROCAP technical or training assistance for
particular tasks or activities — the preparation of draft documents, execution
of analytical studies or feasibility analyses, and dcvelopmcnt of improved -
management structures and capabxhucs. This assistance will be prov»ded
through the RPSU. Any such assistance will require an appropriate counter-
part contribution according to 2 schedule to be specified. Overall, the Projea
will seek to maintain an average counterpart contribution of 25 percent. -

Short-term #chnical assistance provided under the Project will cover a broad
range of regxonal polxcy concerns, across the entire spectrum of t:adc-re?ated
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issues, including trade in services. We expect to identify likely priority areas
of expertise in greater detail in the PP design.

As new systems are esablished and new responsibilities are being assigned,
addigonal demands will be placed on staff capabilices. Training will be
offered under the APERTURA Project for the staff of regional or national
entities, either in the U.S. or in the region. Three types of training are con-
sidered under the Project, preferably in aonjunc:ion with technical assistance
o the respective endiry:

*  Shor-term maining (up to 11 months) at specialized insti-
- tutions in the United Stares or at qualified Central Ameri-
an insdtutions, in areas like economic and policy analysis,
staristical methods, or finandal rechniques;

*  short-term training of the staff of selected instirutions in-
country to become familiar with new systems, or to acquire
a common knowledge base related to the mandate of the
respective entity; and

study tours to Jook at institutiona! solutions and approaches
in other sertings relevant to the performance of the regional
policy support system, such as the functioning of joint
customs administration, or dose cooperation among coun-
tries in establishing and administering IPR protection
schemes. ‘

Ar this point, we cannot see aty need for long-term (degree) training under
the Project; in any case, the three-year LOP vnrtuz!}) rules out any such
training. We expeat thar much of the required training for the improvement
of the regional technical support sysiem would best be handled under the
arrapgement with the RPSU to ensure that training is linked to specific
functional requirements. The illustrative budget shows a separate tmmng
component w highlight the imporance of this element.

While support under the Project focuses on funaional, mbcr than institu-
tional, needs, cermin basic services require a smble institudonal strucure.
Sudh services indude region-wide collection and reporting of statistics on
trade-related phenomena, Jogistic support to key regional fora like che peri-
odic meeings of the Economic Cabinets, 61 consensus-building on madcet-
oriented trade and investment polides at the regional level in the privaee
secror through periodic conferences and workshops. To support such services
in 2 manner that emphasizes function rather than i institution, we expect to
finance functional grants for continuing regional support services by selected
institutions on a competitive basis. These “subscriptions® will be for a limited
period of time, and will incorporate 2 gradual reduction in the level of -
support over time to encourage the search for sustainable solutions. -

Partiaular regional initiatives may also require direct orgamzauona] support

for sartup or adaptation to new tasks or arrangements. For example, coun-

tries may agree to unify the adminisradon of 2 common intellectual property

fights code, with a single office handling all or some aspects of the regis-
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tradon of patents and wademarks on a regional basis. A joint customs admin-
istration is scheduled to form part of the Northern Tier free trade area as it
evolves into a customs union. Similarly, the governments may seek to
sirengthen a unified oversight of trade in finandal services or encourage
mult-country cooperative armangements to further the harmonization pro-
cess. Another example might be devising and implementing a system for the
consolidadon of air freight shipments among several countries on a pilot
basis. In such cses, the Project might provide a one-sime instirurional action
suppore to kunch the operation, complemendng any technical assistance or
training suppon. channded through the RPSU or other appropriate grantees.
Clearly, w qualify for such action support, the organization would have w
offer pot only an adequate counterpan contribudon, but also provide evi-
dence of specific operationa! responsibilities. Institudons charged with
general coordination or support funcions would not be digible for such
targeted acton grants.

The APERTURA Project provides core suppon for implementing the re-
gional policy and acton agenda To formulate thar agend2 and monitor its
implementation, ROCAP will require direct technical expertise outside of the
RPSU stucture. We therefore expea to bring on a trade economist on board
under a PSC arrangement. The work of that individual will be governed by
the annual agenda, that is, it will respond to some extent to the needs and
preferences of USAID Missions In addition, with limited swff, ROCAP will
require the services of one person to manage the Project inemally. Finally,
under an existing agreement, APERTURA will pick up the contrac of the
Projec Manager for ROCAP’s acxivities in the energy area, arguably the most
important component of infrastrucrure services. The preliminary budget
includes funds for these PSCs.

Finally, APERTURA will also provide financial suppon to refevat regional
conferences, workshops, exc., designed to advance the regional process of
improving trde conditons.

Relsrionship w other ROCAP activities

The APERTURA Project will form the core of ROCAP’s aativitis in the
arez of trade and investment. It will take over from and expand on two
current projects (Economic Policy Research and Privare Sector Initiarive) that
provide assistance to public and private-sector regional entities engaged in
economic policy development and appraisal. Two other projects, one
(CARES) focusing on rural dectrificadion, including related pohcy issues, the
other (EXITOS) providing technical assistance to and through private-sector
organization on production and marketing of non-traditional 2griculmural
exports. While these two projects concentrate on technical advice, they offer
excellent means of surfacing and addressing policy issues at the *ground
level.” As noted, we expect to pick up the contract of dme PSC Project Man-
aget for the CARES Project under APERTURA.

The Regional Developmient Support (RDS) Project, now being amended,
will provide cridical support to policy development at the regional level. This
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suppon will ke the form of assistance o information management in the
rgion. APERTURA may address specific questions related w the manage-
ment of information relevant to trade and invesament policy making at the
regional level, but would draw on the specialized expertise being developed
under the RDS Project to ensure that trade and invesunent information
systems take advantage of and fit into overall strucrures.

We also expeat that stronger links to the other dements of the ROCAP will
emerge. For example, tourism presents special issues in natural resource
management It is also an imponant service industry, with trade-related

problems. Coordination of policy advice in this area could not but enhance
the effectiveness of the message.
[

Coqrdx‘nm’on with other donors

Coordination with other donors active at the regional kevel, in paniaular the
rouldlateral development banks (World Bank and IDB), the UNDP,
Canada, Japan and the EC, will form a critical part of the Projeat. At a,
general level, we will share with these organizations our annual policy and
action agenda. We have also been working very hard 1o establish the relation-
ships needed to coordinate dosely ar the working level. Other donors have
similar agendas and are Jooking at the same regional institutions. In this
situation, the task of coordination is in the detail — to know oxacdy the
scope of work for a pardcular assignment. We will continue to culdvare these
contacts and hope to strengthen joint planning exerdses with key donors
involved with the same regional entites, which we have already inidated.

ROCAP 3ako has dear responsibilities, related to trade and investment, in the
Partnership for Democracy and Development. The PDD is evolving into a -
strong mechanism for coordinating strategic planning of assistance at the
regional level, in particular with the IDB, as well as with the Canadian and
Japanese assistance organizations.

Project management

The RPSU fiedded by a cooperating orgamzznon or contractor will perform
front-line technical assistance and training management funcrions. The
RPSU coperative agreement or contract is expected provide funding for
technical assistance, U.S. based and local short term training, equipment or -
commodities necessary for operaring the local RPSU office, and for the
management and monitoring of any targeted action support or other assis-

rnce program for qualifying regional entities, if appropriate. The speaﬁc
management msponsxblhtx: of the RPSU will include:

. ndenu&mg ind contracting short term spu:nhsts needed for
project implementation as well as monitoring their work
and providing necessary administrative/logistical support; .

¢ commodity procurement that may be needed;

managing any subgrant component of the project, specifi-
cally targeted action support to qualifying institutions (to be
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confirmed in the PP analysis), under the direcion of
ROCAP; '

o preparing and updating annual workplans for shon-term
wechnical assistance and taining in response to the annual
policy and action agenda, and providing periodic repors to .
ROCAP; and

¢ working in dose consulation with the ROCAP Project
Manager a well as the members of the Projeat Advisory
Committee in the USAIDs.

ROCAP will assign a full time local PSC, financed under the Project. to
manage this project and carry out AID liaison functions with USAID:s in the
egion to ensure a continuing dizlogue and feedback on Project progress and

performance.

We will examine the management functions of the RPSU and ROCAP
further in the project design.

Budget
Unis Quantity  Cost per aait Tow! cont
Regional Policy Support Unit
* Resident technical assistance Person-yean 3 250,000 750.000
 Logisial support i Person-yeass 3 80000 240,000
® Short-term technical assstance Person-years S 250,000 1.250,000
Project manzgement and analytical support  Person-yean 6 150,000 900,000
Subscriptions for regional suppon services  Service units 4 75.000 300,000
Targaed institutonal action support Number 6 200,000 1,200,000
Training | | _
«US. based T - Pesonmonths . 18 10000 180,000
* In the region -+« Peson-months -~ 36 ° $000 180,000
Suppont to conferences, workshops, ete. Number - w6 50,000 300,000
Evaluations and sudis .-+ _ - - Number R T 50,000 100,000
Contingency - -7 7t 7 - Percent ©U11% - . 600,000
. Toul = -~ \,?_. . - 6,000,000




Project Monitoring and Evaluation

The antached Logial Framework (Annex A) suggests preliminary project
outputs and indicators of goal, purpose and output achievement. Periodic

progress assessments during the lif of the Project will focus on these indica-
tors.

Monitoring

The RPSU will be responsible for monitoring input delivery and progress in
achieving output target identified in the annual policy and acton agenda.
The ROCAP project manager will review periodic reports produced by the
RPSU a5 well as the more comprehensive reports submited on an annual
basis as input into the policy and action agenda review.

The Projea Advisory Committee desaribed above will also have a broad
monitoring role through its involvement in reviewing accomplishments on
the policy and action agenda, and in commenting on the draft agenda for the
following year.

Eraluation

For the development of performance indicators that we will use to assess the
impact of APERTURA, OREAT will draw on ROCAP’s Program Perfor-
mance Assessment System (PPAS) now under development An independent
contractor {or contractors), funded under the Project, will conduct a mid-
term and 2 final project evaluaton. These evaluations will use the Project log
frame, supplemented by appropriate PPAS indicators.

Summary of analyses
Social considerations. |

This project is an *overhead” contribution to the current historic Central
American countries’ effort to Liberalize, open and integrate their economies
with each other and with the international market That broader movement

will no doubt have B:mchmg socia! and pol:na! as well as economic effeas
on Central American society.

Socio-cubural contexs - .

The instability and conflicts of the past decade reflected the failure of the
societies to progress. Economic and social advances are therefore the key o
social peace and constructive political acrivity.

" Beneficiaries B St oen e e o STy

If the potential rates of growth and development can be attained, the roughly
half of the labor foree living in primitive conditions can be brought into

- modern conditions of life, and the other half can reach productively levels

approaching those of the developed countries. The effort will both require

-~ and support advances in eduction, health and économic’and sodial welfare
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generally.

If reasonably rapid growth rates of employment and income can be reached,
it is likely that the complex of democratic governments and public and
private associations will insure reasonable distribution of the enlarged re-
source Bow and appropriate sharing of benefits.

Participation

Since the project operates at the highest levels of public policy, the scope for
direct popular pardcpation is limired. However, 2 major objective of the
program is to help organize a system and process for the private sector to
make their views and supporn known in the processes of public policy forma-
ton Ideally this process would lead to 2 consensus in which all social groups

would understand and suppon agreed-upon policies and measures, and know
what o do to do their part

Socio-cultural feasibility

The regional efforts supported by this project fit central American socio-
economic characteristics because the overall movement is mainly a Central
Amenican initiative, and also a proper response to the countries’ development
problems and to their situation in the world economy. It is as if Central

America has awakened to a new and correa understanding of what it needs
o do.

Enpact

The goal of this projea will help the people meet their basic human needs by
providing large increases in productive employment for 2 large part of the
Lbor force, by promoting access to needed capita! for private and public
investment, o modern technology and management, and to the pressures for
efficiency and productivity from international compedtion:

"Akey to rapid Central American growth probably lies in industrial compo-
nent manufacture and assembly industries. A strong impaa of this oend to
date has been to provide relatively well-paid jobs to Central American work-
ers who otherwise might have to expend their efforts on very low returns in
the informal secxor or subsistence agriculture. Export manufacturers have
estmated that local workers reach physical productvity levels equivalent to
80 percent of developed country smandards within three years. 1f Central
America can manage to absorb its available abor force in such employment at
wages of $1-2 an hour, Central America’s prospects will be revolutionized,

" and the road will be 6pen to unprecedented progress.

Economic and ﬁnan;ia! _oonsiderations;
Economic appraisal |

As an advisory and technical supporr element in the whole complex of
regional development policy making, this kind of project has no direcdy
identifiable or measurable economic product. Benefits occur in terms in-
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aeased efficiency because of better resource allocation and management,
reduced deadweight losses, more equitable income distributions, and faster
growth. Enumerating these effeats is dificul enough; trying to aturibute
them (or some portion) o one partcular project is an exercise in futility.
Scandard economic return or cost-benefit calculations therefore provide no
guidance in assessing the economic value of the Projea.

In that situarion, one frequendy used alternative looks at the required eco-
nomic benefits that would yield an acceptable rate of rerurn. To get some
order of magnirude of the required benefins, focus for the moment only on
epeced impaas on overall economic growth. For simpliciry’s sake, assume
that the Projeat’s effects come in with a two-year lag after startup, and that .
they last for ten years In that scenario, an annual benefit of $1.7 millioh for
year 3 to 16 would yiedd a respecrable internal rate of return of 15 percent.
Thar level of benefits would require an increase in the region’s growth rate of
0.005 percentage points. Gearly, that number is small enough to be wally
absorbed in satstal noise, but it does serve to Hlustate the potential effecs
of even 2 marginal improvement in growth performance as a result of berter
policies through regional cooperation.

Another way of booking at it is 25 an expenditure of 5 to 6 cents per Central
American per year — a pegligible addition to the total bikteral and multilar-
eral donor programs in the region. Given the need for and reasonable pros-
pect of doubling per capim output in the next decade, (an increase from
about $1000 t $2000) the cost of the project represents a very small insur-
ance premium to improve the chances for success.

Financial feasibility

The point here is that the projea offers wareme cost-effeaiveness beause it
aims at “topping off” the overall donor and “host region” efforts at the
highest priority points where its absence ot delay would do the most harm to
the regional movement. The overall expcndzturc proposed for ad visory and
technical suppon services is a level judged w be adequate for the purposes
and objectives of the project and ad ministratively feasible for ROCAP and

the pamc:patmg regional entities, based on experience with the pmcedmg
related projecs.

Project Paper design strategy

* Time frame. The Projea Paper (PP) design is expected to take ;:dacc during
Oaober-December 1992, with project authorization cxpcaed by January
1993.

Th¢ dsign task: Following approv:] of du: PID by AlD. IWashmgmn.
ROCAP will contract with a qualified U.S. consulting firm for assistance in
the development of the PP. We are also employing two summer interns
(une-August) to examine specific issues of importance to the PP design
.(financial sector LR] systems, and regional trade and investment information
systems). The essence of the design task is to define in greater detail what
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ROCAP aan and should do at the regional level to support the Central
American liberalizadon and integration movement. This means analyzing
further what the Central Americans are doing and planning to do, and
deciding what to do to suppon and influence that movement. To ensure
proper coordination we will consult with the bilateral AID missions through
both periodic country visits and regional meetings.

We expeat that the major regional organizations, SIECA and FEDEPRICAP,
in devising their own strategies, approaches, and work plans, will have an
important role in setting the overall framework and @nbiente in which the
project will operate. We will therefore seek to have them assign technical
personnd to work with our design team, perhaps ako establishing 2n ad-hoc
interagency commirtee to review the design work.

The PP design seam: The PP design team will comprise

designated ROCAP staff (OREAT, PPD and others),
including two summer intems, supplemented by

institutional eontract funded spedalists o provide various
technical services needed for project design; and

ar least two designated professionals furnished by sdlected

-Central Amerian regional organizarions (probably SIECA

and FEDEPRICAP), with aedentials and responsibilitics in

economic and trade policy to work with the team op at least
half-time basis

The daign process. The design team will be expected to:

Y

2)

3)

4)

5

gather information on regional progress in addrcssmg trade
and investment issues;

idendfy problems in chis area;

review the trade and investment and redated assistance of
USAIDs and othet donors in Central Ameriaa relevant
opening up the regional economy;

assess the processes currently in p!zc: for regional coopera-
tiob on trade and investment issues;

identify gaps or weaknesses in the regional policy formula-
ton/harmonization process, and proposc ways thae these
an be addressed adequately; -

assess the implementation a:rangemcnts outlined in this
document, develop options 2s needed, and develop spedific

criteria and systems for awarding subscriptions or providing
targeted action suppom;

assess the proposcd system for ROCAP/USAID collabora-
tion in setting the policy 2genda to be addressed by the

' Pro;ect, preparing annual Project work plans and imple-

menting policy reforms; and .. . ...

PRI Ot
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8) rspond to specific needs which may arise as the design
process evolves.

The draft PP will be submitted for review by the USAID:s in the region prior
o authorizagon.

Relevant experience with similar projects.

A recendy completed study sponsored by AID's LAC Bureau and PPC/CDIE
eamined the impaa of a number of AID-supported trade and invesunent
promotion organizatons in the CBI region. This survey concluded thar wide
availability of stundardized information and the improvement of the invest-
ment and expon environment were the key elements in simuladng invest-
ment and exports. In contrast, customized, targeted services directed w a
limited number of produas were less successful.

In line with these conclusions, the main thrust of this Project is the regional

harmonizadon of polices, laws and procedures that facilitate investment and
exports, the diffusion of smndardized information and other services region-
wide, and the development of regional solutions to upgrade regional infra-

struCture services. -

More direcdy, ROCAP has been promoting this movement with two projects
which this projea will supersede:

*  The Private Seaor Initatives Projea helped launch
FEDEPRICAP as an effective voice of private sector insdru-
dons w influence public actions in the right direction,
particularly through their ability to act in concent at the
regional level. This Project builds upon those resules.
FEDEPRICAP has become the prindpal vehide for amiau-
kiting private sector concerns and strategies on transporta-
ton botlenecks to expors to global markers, particularly
nontraditional exports. Issues of high conference and
charter tariffs and inadeguate physical infrastzucrure have
been considered and acted upon at regiona! public sector
fora, induding thar of the Central American Ministers of
Transportation (REMITRAN). Similally, FEDEPRICAP
plays an important role in diciting and expressing private
sector concerns over obstades to the efficient channeling of
apitl, and in forging a private sector consensus on strate-
gies to create or strengthen institutions that will effectively
mobilize and allocate capiral. It has conveyed these concerns
to public sector principals at integration fora, drawing
artendion to issues such as the need for transparency in
equity transactions in national capital markets and for the
removal of obstades to transnational capital movements,

e Concurrently, the Regional Economic Policy Studies
project was working to promote a systematic public sector

A



effort to analyze devdopment policy issues and to organize 2
process of dialogue and consensus among, the governments
of the region. The Central American Presidendal Resolu-
tons reviving Central American regionalism with a liberal-
ization and world market foaus, the resultant Economic
Cabinets organizing a systematic consulmtion process, and
the rejuvenation of SIECA now offer the opportunity to

accelerate the process to 2 speed hardly imagined when we
began.

This Project now seeks to combine these earlier privare and public seaor
movements into an integraeed process for effecdve regional policy reform and

implementation thar will support and increase the momentum for effecdve
change already achieved.

One example of the potential effectiveness of 2 central technical assistance
unit for the region, in this case working with private sector insttutions in the
Central American countries, is the EXITOS (formerly the PROEXAG)
project. This project responds to specific request from qualifying instrutons
and works with them to define the scope of the actual technical assistance
required.

The proposed Regiona! Policy Support Unit also builds on related experi-
ences in other A.1.D. programs. For example, under the Private Sector Policy
Suppornt Project ip $ri Lanka, 2 unit esmblished by the University of Mary-
kind has been working with 2 broad range of private sector organizations
(from the country’s premier Chamber of Commerce and Industry to the
associaton of trishaw drivers) in defining and spedific technical assistance
requirements on economic policy issues.
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APERTURA Logical Framework

Program or sector goal/target

Objectively venifiable indicators,
measures of goal achicvement

Means of verification

Important assumptions for

achieving goal

-An open, competitive regional
economy in Central America

Reduced tanift and non-taniff
barricrs; sdequate protection of IPR;
increased trade in financial services;
improved (cross-border) competition
policies; increased trade in
infrastructure services; improved
information on trade and investment

Review of data from regional public
and private sector sources, including
SIECA, FEDEPRICAP, CADCC,
PDD), and SICA: review of IMFE,
IBRD), DB and A.LD. and other
donor cvaluation reports; special
studies; approval/acceptance in trade
negotiations

‘The political and social situation in

‘the region will continue to remain

alm, creating a stable environment
for trade and investment. No major
trading partners will revert to
protectionist measures that would
adversely affect Central America
CGovernments of the region will
continue to adhere to market-driven
devdopment policies.
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APERTURA Logical Framework

Project putpose

End-of project status

Meane of verification

Important assumptions for

achieving purpose

Help Central American governments
choose, agree on and implement
harmonized policies to apen and
liberalize their economies

1. Consistent, common or
compatible legal and regulatory
provisions and administrative and
judicial procedures in place in (a)
intcllectual property protection, (b)
unfair trade practices, (c) financial
markets supervision, (d) customs
sdministration (including
nomendlature, rules of origin,
operating procedures, etc.), and (d)
private sector participation in
infrastructure sectors.

2. Improved relevance, quality and
timdines of technical support
(studics, analysis, dialogue,
dissemination and negotiating
servicey) provided to regional policy
making fora (Presidential summits,
Economic Cabinet meetings),
including enhanced performance of
"I'8&l information systems, and of
gystems to monitor progress in
formulating, adopting ¥nd
implementing harmonized trade and
investment policies at the regional

level.

3. Effective donor coordination for
regional trade and investment
ansistance projects within a commeon
policy framework,

4, Private enterprise fully integrated
into the consultation/decision
making process in trade and
investment policy development.

Ad-hoc and periodic evaluations
conducted by ROCAP or regional
entities; annual review of
petformance on policy and action
agenda by Project Advisory
Committee (representing USAIDs):
tracking of policy onnvergence across
oountries; observation of satisfaction
with performance of regional policy
support system in meeting mandates
and task schedules of regional policy
making fora

The international donor community
maintains current levels of technical
support and consensus on the.
appropriate dircctions for
devdopment policy. The countries
in the region maintain the political
will to sustain regional cfforts and
processes recking to remove
abstacles. Investment resources
remain available for efficient
allocation within the region.
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APERTURA Logical Framework

Outputs

Objectively verifiable indicators

Means of verification

Important assumptions

1. Policy studies and model codes
completed and results disseminated
and discussed in workshops and
regional fora.

2. Effective (a) inter- and (b) intra-
regional trade agreements devised,
negotiated and operational.

3. Information dissemination and
monitoring system operational to
facilitate and track national policy
reforms and regional policy
harmonization.

4. Functioning system for donor
ooordination. Donor actions to
reflect coordination in the design
and implementation of their
programs. Current and new regional
assistance fully complementary:

S, Short-term training for some 50-
60 professionals working in regional
policy support entities or otherwise
involved in technical support.

6. Increased presence or
participation of private sector
organizations in regional policy
devdopment and implementation.

1. Completed reporm and model
codes; awarenens of and satisfaction
with these products by opinion
leaders in public and private sector.

2. (a) Condusion of specific
agreements; implementation of and
sdherence to such agreements.

2. (b) A regional framework
agreement signed.

3. Trade and investment
information network in place: levels
of requests, utilization, and user
satisfaction; reliability and timeliness
of staristics.

4. Frequency of donor coordination
meetings; effective donnr
participation in devclopment, .
implementation and review of
annual policy and action agenda;
complementarity of projects.

5. Proper statux and responsibilities
of trainecs sponsored; relevance and
uscfulness of training; satisfaction of
trainees and supervisors with impact
of training,

6. Level and pattern of participation
of private sector representatives in
regional policy making fora;
satisfaction with influence by both
public and private sector
representatives.

Official records; appraisals by Project
Advisory Committeg; periodic
reports by ROCAP and regional
policy support institutions; policy
declarations and formal
announcements on signed
agrecments emanaring from regional
economic mectings.

Special studies and evaluations of
changing trade (both goods and
services) and investment patterns in

the region.

Surveys of perceptions of outside
trade negotiators and investors.

Project records on donor
ooordination and training outputs.

Direct observation and key
informant intcrviews,

* Regional policy support entities
(such as SIECA) will actively seck to
fulfill their mandare,

e Central American governments
continuc to maintain their overall
conscnsus on coherent trade,
integration and liberalization policies
and programs,

o U.S. and other donor bilateral and
regional programs will provide
needed technical and financial

support.
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APERTURA Logical Framework

Means of verification

Important sssumptions

Inputs Objectively verifiable indicators
T. Techmical assistance: 14 person-  [As indicated in description of Project records; audits and The programmed funds will become
years inputs.} evaluations available as intended.

2. Management assistance and
oversight (logistical support): 3
person-years

3. Funding for continuing regional
support services: $300,000

4, Targeted institutional action
support: $1.2 million

5. Support to conferences,
workshops, etc.: $300,000

6. Training; 18 person-months U.S.-
based training; 36 person-months
training in the region
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Iustrative policy and action agenda,
July '92 - June '93
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Illustrative policy and action agenda July 92 - June 93

Policy targets Policy reform steps Policy support system Lead regional entity Key oooperating agencies
action

Priority: Remove trade barriers
(1) Introduction of common Adjustment in tariff schedules Fatablish regional compliance SIECA UN/TC, UNCTADIGATT
external tariff by January 1993  in all Central American monitoring and reporting

system

Appraire implications of SIECA, FEDEPRICAP USAIDs

B number of bands within UNCTADIGATT

common floor and ceiling

Assess impact of differencesin - SIECA © USAIDs

external and intraregional ariff

(2) Reduction of non-tariff

barriers

Specific improvements of
border crossing prooedures
(Economic Cabinets 3/92)

rovements in settlements
of wade and related financial
wansactions (Fconomic
Cabinets 3/92)

Development of new transport
(port) linkages to US markets

schedules

Surveys and analysis of private
sector on impact of tariff
ll'ﬁ"'m‘

Conduct consensus building
seminars and conferences

Monitor implementation of
mandated changes in border

crossing procedures

Sutvey experience of transport
operators with new procedures

Appraisal of implications of
new scheme of transnational
financisl settlements

Assessment of further need for
compensation scheme

Analysis of costs and benefits
associated with alternative East
Coast ports (including
backhaul)

Negotiation of new port
arrangements

—B-1 —

FEDEPRICAP

FEDEPRICAP

SIECA. FEDEPRICAP,
Transport Users Group

FEDEPRICAP

CMCA

CMCA

Transpost Users Group,
FEDEPRICAP

Transport Users Group,
FEDEPRICAP

UNCTAD/GATT

Country associations

Country associations

USAIDs

Country assuciations

DB

ins



(3) Formation of Northern EEmination of wariffs on all
Tier Free Trade Area goods (with defined
(NTFTA) exceptions)

Introduction of joint customs

 administration

Strengthening regional trade

(4) Joint international trade
negotiation capabilities

negotiations

Appraisl of implications for  SIECA
trade within N'IFTA, between
NTFTA and other Central

Asnetican countsies, and with

other countries

Assessment of implications of  SIECA, CMCA
NTETA on trade in services
Development of procedures, 2 (New organization?)
reorganization. and training

Training of trade negotiators st SIECA
the regional level

USAIDs

USAIDs
UNCTAD/GATT

DB, UNDP

Priority: Financial sector reform

(1) Improved operstionand ~ Develop a workeble ADR
system (in at least one country)

interaction of equity markets
in the region

General strengthening of
equity markets and stock
exchanges

TImplementation of directives
o Central Banks (Economic
Cabinets 3/92)

(2) Improved cross-border
competition in banking and
other financial services

Appresal of mplications of  FEDEPRICAP, CMCA
regional ADR-type system for
stock market operations and

aversight

Study of sources of funds for  CMCA

investments equity markets
and relative importance of
outside equity sources

Conduct regional capital FEDEPRICAP, BOLCEN
market seminars on financial

instruments

Conduct training seminarson  FEDEPRICAP, BOLCEN
stock exchange operations,

including appraisals of

experiences eleewhere in the

hemisphere (Chik)

Analysis of current obstacles to - CMCA, EEDEPRICAP
crons-border competition —

establishment of bank

branches, ctc.

Monitoring of impacts of CMCA
changes in LR] framework

related to trade in financial

services

Development of procedures for CMCA
handling disputes in cross-

border competition among

financial institutions

—_B2—

USAIDs, 1DB

USAIDs, IDB

SEC

USAIDs, other countries

USAIDs

USAIDs

USAIDs



£5

(3) Policy harmonization in
prudential supervision of
financial markets

Adoption of legislative and
regulatory changes to reduce
major differences

Comparstive assessment of the
legal and regulatory framework
and its implementation for
banks and non-bank financial

institutions

Preparation of specific
recommendations and
develapment of model codes
and procedures

CMCA

CMCA

USAIDs .

USAIDs

“Priotity: Technology policy/modernization of IPR regimen

(1) Adoption of “world-class”
IPR regimes in all countries

Development and adoption of
“world<lams” IPR regimes

Iinhanced information
exchange on developments in
IPR among Central American
countrics

Comparison of pmposed IPR
legislation/regulations, possibly
formulation of model codes

Conscnsus building for
improved PR protection
(appraisal of costs and benefits)

Exploration of implications of
joint [PR protection
administration

SIECA

SIECA

FEDEPRICAP

USAIDs, Country Missions
LAC/DL USTR, PTO -
Inn

USAIDs, Country Missions

LAC/DIL, USTR, PTO
inB

USAIDs, Country Missions
LAC/DI, USTR, PTO
ns

Other activities

(1) Improvement of tredeand  Lnhancement and expansion
investment statistics collection  of exitting systems

and distribution

(2) Improved organizational
effectiveness of selected core
regional entities, in particular
FEDEPRICAP and SIECA

Introduction of new
organizational and financing
structures to enhance efficiency
and institutional stability

Needs appraisal, including
T&l statistics “user groups”
from both the public and the

private sectors

Negotiation of agreements on
kead responsibilitics for
different types of statistics
among core regional entities
Strengthening of networking
of T&lI refated data bases in
the region

Management of trarsition to
financally independent
organization for
FEDEPRICAP (including
bridge financing)

—D-3

SIECA, CMCA,
FEDEPRICAP, INCAE

SIECA, CMCA,
FEDEPRICAP, INCAE, and
others as appropriate )

SIECA, CMCA,
FEDEPRICAP, INCAE, and
others as appropriate

FEDEPRICAP

USAIDs, PDD

USAIDs, PDD

USAIDs, PDD

DB, EC, others



T

Conduct and implement
rearganization study for
SIECA to improve its use of
outside expertise in policy
development and appraisal
(project management model)

SIECA

UNDP, IDB

— Bk —



APERTURA
BID
CABEI

CACM
CADCC
CADESCA

CAEC
CARES
CARICOM
CEPAL
CIDA
CMCA

CORECA

EAI
EC

Ecnomic Cabinets

EXITOS

FEDEPRICAP

G10
FECAICA
ICAITI
ICAP

1ICA

Glossary

Assistance to and Promotion of Trade Opening Through Regiona! Action
See IDB

Central American Bank for Economic Integration (also known as BCIE —
Banco Centroaméricano de Integracién Econémica)

Central American Common Market

Central American Development Coordination Commission

Comité de Accién para d Desarrollo Econémico Social de Centroamérica —

Central American Development Action Committee (of SELA)
Central American Economic Community

Central American Rural Electrifiation Support (ROCAP Project
Caribbean Common Market '
UN Economic Commission for Latin America (aka ECLA)
Canadian Internadonal Development Agency (aka ACDI)

Consejo Monetario Centroaméricano — Central American Monetary
Coundil

Comisién Regional de Cooperacién Agricola — Regional Agricultural
Cooperation Commission (it indudes Mexico as a member)

Enterprise for the Americas Initiatve

European Community

Ministers of Economy, Finance, Agriculture,:l’lanning. and Central Bank
Presidents of Central American countries

Export Industry Technology Supporr; also known as PROEXAG 11 (ROCAP -

project)
Federacién de Entidades Privadas de Centroamérica y Panam$ — Central
American and Panamanian Privare Enterprise Federation

Group of ten regional institurions: CABEI, CADESCA, CMCA, FECAICA,
FEDEPRICAP, ICAITI, ICAP, CEPAL, CADESCA, SIECA

Federacién de Cdmaras y Asociacién de Industriales de Centroamérica —
Central American Federation of Chambers of Industry

Instituto Centroamericano de Investigacién y Tecnologia Industrial —
Central American Institute for Industrial Research and Technology

Insttuto Centroamericano de Administracién Piblica — Central American
Insttute for Public Administration

Instituto Interamericano de Cooperacién para la Agricultura — Inter-
American Agricultural Cooperation Institute



INCAE
INCAP

GATT
IDB
1IESC
IMF
IPR
LOP
LR]
NAFTA
Northern Tier
NTBs
OAS
ODECA

OECD

OREAT
PAECA
PDD

PEC
PP
PRADIC

PROEXAG
RBP

RDS
REMITRAN
RENARM
ROCAP

RPSU
SELA

Instituto Centroamericano de Administracién de Empresas — Central
American Business Administration Institute

Instituto de Nutricién para Centroamérica y Panamd — Nutrition Institute
for Central America and Panama

General Agreement on Tariffs and Trade
Inter-American Development Bank
International Executive Service Corps
International Monetary Fund
Intellectual Property kights

Life of project

Legal, regulatory, judicial

North American Free Trade Agreement
El Salvador, Honduras and Guatemala
Non-tariff barriers

Organization of American States

Organizacién de Estados Centroamericanos — Organization of Central
American States

Organisation for Economic Co-operation and Development (comprising all
industrialized countries)

ROCAP’s Office of Regional Economic Analysis and Trade Development
Central American Economic Action Plan_

Partnership for Democracy and Devdopment (also referred to-as ADD:
Asodiacién para la Democracia y Desarrollo)

(UNDP) Spedal Plan of Cooperation for Central America
Project Paper

IDB-financed Program of assistance to Central American investment and
wrade

Non-Traditonal Agriculrural Expont Promouon Project (ROCAP pro)cct)
Restrictive business practices

Regional Development Support Project (ROCAP project)

Conference of Transport Ministers of Central America

Regional Natural Resources Management Project (ROCAP project)

Regional Office for Cenwral American Programs, U.S. Agency for
International Development

Regional Policy Support Unit

Sistema Econémico Latinoamericano — Latin American Economic System



SICA

SIECA

T&l

UNCTAD
UNDP

Sistema de Integracién Centroamericana — Central American Integration
System

Secretarfa Permanente del Traado General de Integracién Econémica
Centroamericana — Permanent Secrerariat of the General Treaty of Central
American Economic Integration

Trade and investment
United Nadons Conference on Trade and Development
United Nadons Development Program
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TO:! John Wall, LAC/DR/CEN
FR U. Erast, ROCAP/OREATAZ.-
RE: - USAID Mission comments ocn APERTURA draft PID
DATE: July 29, 1992
ARSI SO AOMI e Moot oAt 4318 BHMEALIGRELSI S ) EAAIT LM IEASAE 1SN i DM HRCENET IS

Attached the cables and one memo from the Cenezal American USAID Missions regarding
APERTURA. They were all very helpful, excepr for the one from Niciragua, co which we
responded by cable (also atmched). Salvador did not send a aable, but we mer with them and
got their inputs — some good comments on the ariginal purpose stateraent, which we
changed in in response, and questons about che appropriateness of the proposed focus on
IPR (similar to the comtnent from Guatemala on thar issue),

I have not done a comment-by-comment breakdown of our responses. ‘We incorporated
many of the supgestions through editorial changes, bighlighdnh cerain points, or toning
down others.

The most important changes in the PID fiom (he version the LISAID Missions saw are che
following:

¢ reducdon of the LOP from 6 o 3 years, with a eotresponding reduction of the LOP
funding from $12 to $6 million;

¢ change in the purpose of the Project from upgrading the performance of the policy
supportt system to the current emphasic on helping Central American governments
harmonize trade and investment policies;

¢ dearer claboration of the role of the components of the Project, with corresponding
changes in the Project budger;

+ achange in the ranking of priorities between financial inregration and intellectual
property righes protection, soessing support for implementation in the lacer
ategoty;

* an increased emphasis on coordination of investmeat and wade prometion as a result
of our growing involvement in the 1993 Conference on Investrnent and Trade in
Central Americ under PDD auspices;

+ addidon of the buy-in option; and
* aclarification of che general insticutional support v, functional support issue.

We have also added thumbnail appraisals of key regional irsticurions (¢he G-10); we are not
sure that a full institutional analysis is required (especially at the PID srage). since we do not
tie our assistance to paticular insdturions,

Look forward 1o seeing you next week; I'm sure we'll be talking in beoween. Let me know
whether you need anything else at chis poinc
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&

1. OQSAID ATERECIATES OPPORTUNITY TO COYMEAT ON SUBJEST
COQCUMENT AT TEIS EARLY STAGE IN ITS DEVELOPWMENT AND

COKG AATULATES ADCAE OF E:ODUCTIOK OF & WELL-WALITEX, ﬂéqua*:ﬁg 6L
CAFRRULLY-CONSIDERED LXAFI. «E HAVE, H3-EVER, SEVIR4L
FUNLAMEILTAL CONCEXSS ALOUT THE PROJECT AND RECOMMERD &'pr ‘fb 0?
THAT THE PID BE REIVRITTEN TEFORE PROCEECING WITH TEE PP

CESICGhH.

&
2, FIRST, IT STEYS TO US THAT TEE PROJECT SHOULD tk . 72350
FOCUSED O A FI¥ SPECIFIC ARFAS OF REGIONAL POLICY
REFQ2YM ¥EICH wILL FE CRITICAL IN TEE KEXT FEW YEARS, '
TEESE ARE (1) THF FLIMINATION OF REGICONAL KCN-TARIFF
BA: nIEESy (2) THE SLIMIFATION OF EA2RIERS TO REGIONAL
TREADE TK SEQVICES, FARTICULARLY FINAMCIAL SERVICES) ()
p CO¥MOK, REPEAT COMMO%, F.AMEWORK FOR THE PROTECTION
OF INTELLECTUAL PROPERTY RIGHTS (IPR)y AND (4) AN
EVELTUAL EEFORM AND HARMORTZING OF THE LEGAL,
REGULATORY, AND JUDICIAL FRAMEWORK FOR BUSINESS
ACTIVITY. THESE FOUR AREAS ARE ESSENTIAL FOR COMPLETE g
INTEGRATION OF THE RFGIOR AND FOR ACHIEVEMENT OF AF s
EVENTUAL FREE TRADF AGREEMENT WITH THE U.S. THEY ARELYY
PLSO ASEAS WHICH MUST RY APEROACHED OF A REGIONAL Q?f

Wor

g3AI303d

sal
4
—
Co

%WBJVﬂS!GWSﬂ

bASIS.

3. SECOND, THE PROJECT DESIGN DOES NOT SEEM T0 T&Y

INTO ACCOUNT THE FACT THAT POLICY DECISIORS TOJARD
REGIONAL INTEGRATION CAN ONLY EE MADE EY THE INDIVIP
GOVEARNMENTE. THE TECHNICAL ASSISTANCE IS TO RE g
DIRECTED ALMOST EXCLUSIVELY AT REGIONAL IKSTIIOTIONS, ™

A s
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WITHOUT ARY CLEAR VISION OF HOUW SUCH ASSISIAKCE WILL
ERING AEOUT THE KEEDED POLITICAL DECISLIAS AT THE
COUNTRY LEVEL, WF SUSPLCT THAT THE SIX YEAR TIME FPANME
OF THE PROJECT IS FA:ITLY -ESPONSIRBLE FOR WAAT SEENME TO
FF A LACK OF FOCUS IN THPE DESIGN. TO DVERCOME THIS, <E
WOULDL SUGGEST & ™MDLITICATIOR OF THE FIL TO SHORTER ITS
TIME FEAME TO PERKAPS THREE YTARS AMD FOCUS ITS EFEFORTS
ON TrE FOUR AREAS OF IMMEDIATE CONCERK MENTIONED ALOVE,
(T-1I% CLIVMINOTIOE IN THE LENGTH OF THY FaOJECT, OF
COURSE, #OULL IMPLY 2 PROPORTIOKATE REDUCTIOKN Ih THE
PLENNED LOP A.I.L CONTRIFUTICN.) THE FF¥F DESIGR SFOULD
TREM FHESERT AN ACTIOR FLAN SHOWING HOW THE IKDIVIDUAL
GOVERRMENTS WOULZ BE EROUGHY ON EDARD IM EACH OF rdeSE
FOU.. ArEAS WITHIN THE THREE YEAR TIML PERICD. THIS
ACTION PLAMN COULD THER INCORPORATE A FOCUSED FACKAGE CF
TH TO FEGIONAL INSTITUTIONS, TA TO GOVERNMENTS, ARD
EILPTERAL FOLICY DIALOGHE WHICH WOULD BRXING THE REGICK
MEASURABLY CLOSER T0 FJLL INTEGRATION AWD READI NESS T0
BEGIN SERIQUS DISCUSSIONS COF A FRERP TRALE ARZANGEMENT
AI7H TEE U.S., AT THT EXT OF THZ ThZEE VE&R FEAIOD.

4. THI®RD, WE BELIEVE TreAT TEE PID ITSELE SHOULZD
ACYXEORLEDGE MOKE FULLY THAT MUCH FaOGEESS IS ALREADY
FEIMG MEDE TOWARDS REGIOMAL COORDINATIOR EVER I THE
AESENCE OF SIGNIFICANT DONOR SUPPORT., THIS MIGET IN
SOME EYRS CALL INTO QUESTIOR THE KEED FDE PROJECT
ASSISTANCE TO & REGIONAL INTEGRATION FROCFSS ALREADY
WELL UNDEZRAY. TO ADDRESS THIS CONTEER, WE SUGGEST
THAT THE DOCUMENT EXPLAIMN PRECISELY WHAT APERTURA WILL
ERAELY THE QUOTE GROUP OF TER UNQUOTE TO ACCONMPLISH
THAT THEY COULD NOT OTHERWISE ACCOMPLISH ON THEIR CWR.

€. FOURTE, EVEN ASSUMISNG THAT THE FOCUS OF THE
FROFCSEL TUCHRICAL ASSISTANCE RFFORT 1€ CHARPERED AS
DESCRIBED ABOVE, wE QUESTION WHETHER IT IS ESSENITRAL AT
TEIS TIMEF TO PROCFED WITkH ALL THE OTHEF INPUTS
DESCoIEED IN THE FID ARD SUMMARIZED ON FAGE 24 0% THAT
DOCUMENT. THE RPSU, ROCAP PROJECT MAKAGEMENT,
TEAINIKG, CONFERENCES AND WORKSHOPE, AND CONTINGERCY
CCULD ALL, IT SEEME TO US, BE CUT BACC SUFSTAKTIALLY
PITHOUT EARM T0O THE ESSENCE OF THE PROJECT -- THE
ERFCTMERT OF KREGIONAL FOIICY REFORMS.

1/2 UNCLASSIFIED MARAG A ERL1SE/

[y
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6, FIFTH, USAID IS DISAPPOINTED TO SEE THAT THE PIL
EXCINDES CCAECA (THE CORNCIL OF CENT:RL AME_TCAK
AGEICULTUR#L MINISTERSY FROM TEE FECGIONAL POLICY-MARING
INSTTTUTIONS AFERTULE WILL pCESTCTa.  THIS (:Gr!TZATION,
ACTING WITHOUT AMY DOACR SUPPORT, H#S ELRTADY “MAZE A
SUESTANTIAL COSTEIBUTION TG THKE DEVELOPMENT OF
EFFECTIVE I&TSn~ AND IFTrA-REGIJFAL TAHDI FOLITIES
TaRQUGE SUCH INITIATIVES AS THF LIFERALIZATION OF MOST
CENIoPL pPMETICAY BASIC GIATN THADE AND TaE FEDUCTION OF
NOM-TARIFY EARRIERS AT PORDER CROSSINGI., 1F A
STREAMLINED TECENICAL ASSISTANCE EXEQFRDT AS DESCEIEBED IN
rA:pS TWC AND THAREL ABOVI IS UNDE=TAXEN, ¥E EELIEVE
THAT CORECA, GIVEN ITS5 ALREADY-DEMONSTHATED PROCLIVITY

TO DEVISET AMD ENACT SUCH POLICIES, IS JUST THE YRR CF
CRGANIZATIOR THAT WOULL FE RELE TOQ AZSORE AND EBENECIT

FR0M 3UCh ASSISTANCE.

7. IK SUM, WHILE USAID/NICARAGUA FULLY ERDORSES IHE
Crp¥T pI0'S OPJECTIVES, WE RELTEVE THAT THE FoDJIECI
YECHAKISM DESCRIEED IK ITHIS DOCUMENT 1S FLAVED. HE
RECOMMERD THAT IKSTEAD OF SEEXING AIL/W COFCUSRINCF T
PROCEED WITH PP DESIGK, RQCAP SHOULD IKSTEAD RESHASE
THE DEpFT FID ALOAG THE LINES WE HAVE EUGRESTED. AS
THE PECVY WILL SURELY GIVE YDU AMPLE FOOL FOR THOUGHT,
WE DO KOT AT THIS POINT THINK IT WILL RE WECESSAZY FOR
ROCAP STAFF TO TRAVEL TO MANAGUA TO LISCUSS THIG
DOCUMENT, THOQUGH WE AFFPEECIATE YOUX CPFFER 1D D3 S3.

8. AGAIF, WE THARK ROCAP FOR THE EARLY CPPORTINITY IO
COMNERT ON THIS DESIGR, GOLARD

ET

#5158

FREK

ef2 UMCLASSIFIED JANACUA  CES10E/E2



¢ © © ©

A

-

-

e BN o BN B

> e s R

-

.,
-
-

IR~ BN + I ~

ACTIOR ROCP INYO AMY DCM ECON AID/S

¥2020670381 B9~JUL-G2
RE RUBEG!T

DE BUBBTG 45926 1911833

INR 00070 229

R Ps1E327 JUL 92

F¥ AVEMBASSY TR3UCTSALPA AT

PO RUYEGT/AMEMBAGSY GCATIMALA £P48 i i’

INFO RBIB D/AMI*EASSY MANAGUA €832 ’g‘%)*
RUBESJI/A¥F¥BASSY SAN JOST 2230

RUFECN/AMIMBASSY AN SATVADOR 2830 7 RNB\UU
ROEEZP/AbTMBASSY PONAMA 2229 e
RT . ¢ 0 JUL KX
UNCLAS TEGOCIGALPA pcoes

Drecior's
ﬂwc,,m
AID FOR 20CAP E; !x/
.
AITAC e

.0, 1235F K/A
SURJECT: COMENTS ON DEAPT AFERTUIA PID AKD A%ENDMENT %0
RRGIONAL DYVELOFMENT SUPPORT PROJECY

CSAID/EONDORAS APPEEBLIATES OPPORTUNITY ¥O REVIEY STUBIECT
PROJECT DOCUMENTS. COMMENTS ARF PROVIDED RELCVW:

A, ATEEIURA PID.

1. TEF PROJECT PROPOSES 7O ORI €ITE RRGICNAL
ORCANIZATIONS SUCB AS <JECA, FEDEPRICAP, -CABF1, EIC., 10
TEVELO? POLICY RTEFORMS IN THE ARELS OF R2ZSIOKAL TREDR AND
INVEST®EINT. EOUEVER, 1T DOFC NOT RRECOGKIZY TEAT POLICY
REFORMS ¥pey BI IMPLIXEP™ED BY THE INDIVIDUAL GOVEENYEN%S
IN TRF R¥GJON. *RY P ¥JLL NERD %O YIVAND ON WOT $HE
PROJECT ¥I1L ¥WORY, SFECIVICALLY ANEWZERIKRG TE® FOLLOWIWG
QUERSTIONS: #BICE WILL RE THR YEY JI“PLER“ENTING
CRIANIZATIONS AND BASEL ON VEAT CRITERIAT BO¥ WILL TEESY
IMPLEVMENTING ORCANIZATIONS INTERRELATRT? WHAT WILL B3 YHY
ROL® OF COONTRY ORGANIZATIONS AND LOCAYL GOVERKYINTS? BOW
¥ILL IMPLEVENTING ORGANIZATIONS ENSURS PEOPER FOLLOW-UP
BY INDIVIDUAL SOVERRKYEWTS? TUE MISSICON PELIEVES %BAY
FRIVATY SLCYOR INVOLYEMENT IS ESSENTIAL IR THE BRFORM

PROCESS. ¥FAT WILL BE THE KOLE OF TEE PRIVATE SECLYTOR M
THE PROJECT?

2. THE PID STATES TPAT A REGIONAL POLYCY SGFPPORY ONIT

(BEPSU) ¥ILL BE T3¢ PRINCTPAL MANAGE™MENT OUwlt FOR THYE

PROJECY. ALYTHOUGR TBF EPSU IS CONCEIYED AS A TEMPORARY
ENTITY, VOULD HOT TEIS JUST DD ANOTHER LAYEE TO TER
IﬂPLEMiQTATION PROCE<S? DURING PP DEVFLOPHEMT, ROCAP
SHOULD INVESTIGATE WRETBER THE SERVICES ¥0 BE PROVIDED BY
TEX BPSU BE CONTRACTRD OUT DIRRCTLY %0 THE INSTITUTIONS
AND GROUPS ¥BICE FORM TEE REGIONAL POLICY SUPFORT SYSTEN,
IN THIS CASE, THV LONRG-TERM ADVISOR CONTEMPLATED TO

STREINGTFEN ROCAP’S TECANICAL LEADERSHIP HIGHT HAVE AN
EXFTANDED PROJECT MANAGIMENT ROLE.

~~~~~
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3, YRAT IS JUSTIFICATION POR 12 MTLLIOK DOLLAX FUNDIKG
LEVEL? DURING TEVELOPMIN® OF TUE PROJUCY PARER w]SSIOW
ARCOKNMENDS TEAT ROCAY DPLINFASY SRELATIONSEIP RRAYWIEN

INPUTS LISTED OK PASE 24 AND QUIPO®S LISHTED IN LOSTEAME
TO JUSYTIFY FONDING,

4, CLARITICATION: ™ISSION ONDERSTANDS YOXRE ¥WYLL 3 &k
MYCEALNISY FORK DIRECY PARTICI®ATION PY MISSTIONS TUROQLE
ROY-INS Q- EIMILA® INSTRT™ENTS. WOULT APPRECIASE MOBRE
INTORMASTION ON T°IS LSPECT OF TPI PROJICT WEEN DEVELOPYD,

E. REGICMAL DEVVLCP“ENT SOPPORT PROJTCT AWMENDMENT.

FIKSTION sOPPORTS CONCERYY CF REGIOVAL INFORMATION
CLEARINZIO0RE, 1T CCOLY SERYY A5 AN EITR®™ELY USEFUL
MECSANISE FORK GENFRANING AND TPARSYITTING COMPARRTIVE
ECONOMIC DATY OF BOTT AN INTRA-RESICNAL AND ¥ITRA-
REGIONAL NATCRYE, S1VEN TEY LEVIL OF EFFORY EINVISAGED, 1T
SECOLY %Y CLEA® 7347 TFI ORDS FOP IRFORYATION GEHEPATEGN,
COORMINATION AND TIANSMISSION EVSPONSIEILITY S40JLD RE ON
PROJECT FEXSONNEL, 115 »INIMUM INPUT (OTRER THAN
SFECIFIZ IKFORMAMTION REQUISTS AND PERIODIC TRARSMISSICY
CF PEOGRI® DOCIMENT STATISTICAL MATYRIALS) REQUIRIL AT
TEE MISSION LEVEL. ARCOS

ET
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UNITED STYATES GOVERNMENT

memorandum

save: June 25, 1992 /"-‘;}x,f
-3
EFLY TO 'é/] q"’/

,4;rrence J. Brown, Director, USAIL/G

sussect: USAID/Guatemala Comments on the APERTURA PID

YO

Ms, Irenemaree Castillo, Director, ROCAP

I appreciate the opportunity to comment on the subject draft
PID. As you know, expanded private sector trade and
investment is one of the USAID's strategic objectives. Ve
have focused considerable attention on issues such as trade
barriers, intellectual property rights, and financial services
in the course of developing a FY 92 new project under this
objective. As the various consultant analyses are completed in
these areas over the next two weeks, we will provide copies to
ROCAP.

As we stated at the time of the reviaew of the ROCAP POD/AP, we
recognize and support a regicnal emphasis on trade and
investment issues., At the same time, we continue to consider
that this support should he focused, demand-driven, flexible,
and highly staff-intensive. The draft PID does not reflect
these critical elements. I am concerned that ROCAP will be
consuned by the management demands of developing and
implementing a complex project, rather than effectively
collaborating with the bilateral Missions in integrating our
efforts to support expanded trade and investment at both the
country and regiocnal levels,

The draft PID defines a project which 1is umnecessarily large
and long. Major structural change is taking place at a wmuch
faster pace than anticipated by the project. It would
facilitate and accelerate project development if the project
vere refocused to at most a three-year time horizon, perhaps
with a follow-on project developed subsequently.
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Our experience is that consultants are not Instruments of
policy dialog, and studies can easily substitute for action.
Sharply reduced resources (and therefore reduced project
management complexity) are called for, with & much narrower
focus. For example, after the difficulty we have had in terms
of reaching agreement with USTR on IPR assistance, I do not
think this is a valid area of assistance. VUSTR’s vision of
mogel world <class legislation 1& not Central America
specific. While some short-term assiztance aimed to 1link
national IPR legislation makes sgense at some point in the
future, the train is already sc far out of the station on this
issue in El Salvador, Honduras and Guatemala that it should
not be a major focus of the ROCAP project.

Regarding financial services, again, selected short-term
assistance may be helpful, but the real key to modernizing the
financial sector is at the country level, as the studies on
this issue in Guatemala point out. Transfering weak financial
systems across borders does not help. Also, 1f Guatemala is
like other so-called stock markets in the region, trading
largely consists of short term debt paper amongst a very small
group. Without naticnal level standards for accounting,
disclosure, and risk valuation, I1ittle will really happen at
the regional level.

There can be effective assistance provided in the technical
igsues related to reducing trade barriers, particularly
expanding the northern three trade agreements to other
countries. Again, these would tend to be focused, short-term

interventions, not long-term contracters looking for ways to
keep busy.

More broadly, it is very unclear how project activities will
link to project purpose, or how valid the projeset purpose is,
I would see ROCAP’s role as a service function to regional
entities and country programs, helping shape bilateral peolicy
dialey. Given the pace of «change, focussing technical
asgistance and training on regional organizations may perhaps
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delay the overall impact of fthe project. If the proper
information and analyses are available directly to Central
american governments and bilateral USAIDs, policy change could
be faster and more efficient.

A final area of concern 1s the use of & contract oOr
grant~-funded intermediary channelling funds to regional
institutions. Oother than technical/legal problems, this
appears to have the project agenda and priorities set by a
third party. This is an ineffective approach in a
policy-focused project. Direct AID control is essential.



—- e

o .0 0 6 6

-
-—

A on e

» o .

e~ 0

h .
-

LQiSYZCIC6T0287

e e e A

ACTIOK ROCP INZO AMM DCM ECON RID/S

RR RUBHIT

DE RUREBE #3450 1691746

ZN% UUUDU 2B

R 1717462 JUN 92

FM AMEMEASSY BRLIZE

TO RUTHECT/AMEMBASSY GUATEMALA 6352
INFO RUXHTG/AMEMRASSY TEGUCIGALPA Q216
ROTESN/AMEMBASSY SAN SALVADO®R 11562

RUBESI/AMEMBASSY SAN JOSE 2010 ‘*ﬂm
RUFEZP/AMEMBASSY PANAMA 076 AN
RUTANO/AVEPEASST MANACTA 0243 };>' N )

T . 2
UNCLAS ®EL1ZE 03450 1 el LY
ADM AID LI

, hp[ﬁﬂﬂnﬁw

JUATEMALA FOR ROCAP, INFO USAID ROLA o

E.0. 123561 NA “ &
SUBJECT: APERTURA PROJECT DRAFT PIU D RESLONAL
DEVILOPFENT SUPPORT PROJECT DRAFT PP SUPFLEFENT

1. USAID/BFLIZE HAS THE FOLLOWING ISSUES/COMMENTS ON
TEY APERTURA PROJECT DERAFT PID:

A. ALTROUGE POLICY AREA TARGETS AND PRIORITIES ARE
IDSNTIFIED, TEE PID NOTES THAT ROCAP’S LACK OF DIRECT
LINKS 0 COUNTERPARTS WITE POLICY MAXING POWERS RULES
OUT CONDITIONALITY. TRUS, THE APPROACE IS PASICALLY
OPPORTUNISTIC AND RESPONSIVY, @HICE IN TORN MAKES IT
DIFFICULT 70 PRELICT OUTCOMES AND SET TARGETE OF
ACYIEVEMENT, TARGETS AR® TO BE SET IN $PE ANNUAL
PLANNING PROCESS. TEZ PROJECT PAPER $90ULD ADDRESS
THF ISSUE OF BOY TO MONITOR AND MEASURE FPERFOEMANCE
UNDER TIESE CONDITIONS.

B. THE APPRCACH OF ESTARLISHINS & CENTRALIZED
REZIONAT POLICY SUPPORT JTNIT 20 PROVITE SHOWT-TERM AND
LONG-TERM CECENICAL ASSISTANCE %0 A NUMRER QOF REGIONAL
INSTITUTIONS MAY BE PRACTICAL FRO™ THE STANDPOINT OF
ROCAP’S ADMINISTRATIVE BIRDEN. SHOWEVER, IT 1S
COSTLY-—NEARLY 45 PERCENY OF 7HE POLICY UNI% RBUDGET IS
FOR MANAGEMENT AND TECHENICAL OVERSIGET AND LOGISTICAL
SUPPORT 10 T3IT ONIT,

C. TBF NUMRIR OF CONPERENCFS AND VORXSHOPS-~22 QOVIR
TYE SIY YRAR LOP--ANL THE AMOUNT BUDGETED--DOYTS 1.1
MILLION--SEEM HIGH,

D, THERT ARE SOME GAPS IN THE LINK RYTYEEN THE
LOS-FRAME AND PROJECT DERSCRIFTION, ®.%., 4YTH RHUGAND
TO THE FOLLOWING THREEL PROJFCT OUTPOTIS:

~ YFFECTIVT TRADY ASRTEMENTS DEVISED,,, THF PROJUCT
DESCRIFTION IDEKTIFIES REMOVAL OF TRADE BARRIERE AS 4
PRIORITY, BUT IT IS NOT CLEAR HOY 79} TERE® ELEMENY
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PROJECT APPROACE ¥ILL PRODUCE TRADE AGREEMENTS.

- INFORMATION DISSEMINATION AND MONITORING SYSTEM AND
FACILITIES 10 TRACY POLICY RIFOR¥E... 1T 1S HOT CLYAR
EO4 PROJECT ACTIVITIES 71LL PRODUCE THIS SYSTEM, AND
THYRE MAY PE OVERLAP WITH TEE INTORMATION CLEARING
HOUSE TO BE ESTABLISYED UNDER T&T RRAIONAL DEVELOPMENT
SUPPORT PROJECT AMENDMENT.

-~ PUONCTIONING SYSTEY FCR DONOR COORDINATION.., IT 15
NOT CLEAT RON PROJECT ACTIVITIZS ¥ILL PRODUCE THIS
SYSTEM, NOR BOW 7RIS OUTPOT RELATES TC PROJECT
PRIORITIES.

¥F ALSO NOTE THAT SOME POLICY AREAS JDENTIFIED AS
PRINRITIER, E,G.,, INTELLECTUAL "ROPERTY RIGHTS, ARE
NOT REFLECTED IN THE LOG FRAME.

5. ¥ITE REGARD TO TEE PROFOSED AMENDMINT 10 THE
REGIONAL DEVELOPMINT SUPPORT PROJECT

A. THY IRAFT °P SUPPLFMEINT LEAVES AN IMPRESSION THET
TEE PROPOSED INTORMATION CLEARING BOUSY® 18 FOCUSED ON
D.S, GOVERNMENT INFOR™ATION AND NYEDE, "RIE COMES
TAROUGE ESPECIALLY IN FISURE 3-1, WEERT ALL OUTGOIRG
INTORMATION APPERRS 10 RE CHANNELED THROUGE U.S,
GOVEPNMENT ENTITIES.  ¥WILL THE TARGET USER GROUPS,
PARTICULARLY THY RRGIO4AL INSTITUTIONS, BEX DIRECT
CLIENTS OF TBE CLFARINGHOUSE?

B. THY PELATIONSEIP BETWEEN THE INFOSVATION NIEDS AND
ACTIVITIES UNDER APECTURA AND THF INFORMATION CLEARING
gOSSF REVAINS UNCLFAR, SCASSA

T
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ROCeP

INFC FPCT TLAC/CEN
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SUFJECT: USAIT/NICARAGLL COMMFNTS ON TRLFT PID TGP
ROCAP APSPTURA PROJECT

REF.:  MANAGUR €F5R5C

1, SUMMARY: ROSAD SRTETLY APPRECIATES COYYENTS O¥ 114
FPERTURL PIT OFFRRED ®y vCAIT/NICARAGUA, ¥ WILL TATF
TATM INTGC CONSIDPRATION TN PREPARING THT RIKLT VECSIGN
OF THE PIL FOR $URMISSIOV TO KASPINGTON. SOME COF THE
POINTS RAISED, ENWEVER, RFST ON MISUNDERSTANTINGS TRAT
COULD A4y% TASILY BUEN CLEARFD 02 N & FAGP-T0-243%
FEFTING AS WE RAD PROPGSED, WE ARE FSPFITALLY
DISTURBED AROUT TAE TACY OF COMMENTS ON TEF PROPISED
COOPERATIVE APPROACE T0 IMPLEMENTATION QF T3P ®ROJECT,
TRET 1S, TEE PROPOSET PATINYRSEIP BETWFEN ROTAP AND THF
USAID MISSIONS, VORZOVRR, 9% ADMIT TO SO¥E DISSAMFIRT
OVER S"GGESTIONS IN FEFTEL THAT SEEM T0 CALL FOR ROCAP
TO PECCYE ACTIVE IN FROVIDING ™A T0 INDIVIDUAL
SOVERN¥ERTS 03 IN 3UIDIN3 BILATRRSL POLICY TIALOTIR,
END SUMMURY.

2. PARL3IIAPY 2 OF RIFTRL SUGHRSTS T3IAT 14T PROJES
SEQULD ®Z FOCUSED ON & FPX SPECIFIC AREFS OF RFAIOVAL
POLICY REFORN (NON-TARTFF EPRRIERS, BARRIFHRS TC TRADE
IN -— ©SPECIALLY RINANCIAL -~ SERVICES, INIFLLRCTUAL
PROPERTY RIGETS, AND EARMCNIZATION OF L¥GAL,
RFAULATORY, AND JUDICIAL 3EGIMES). ON ©AGES 2 "¢ ¢ OF
THE DREAFT PIN WE EYAYINE TVE MAJOR CHALLEw;®S O¥ POLICY
REFCRY AT THE RPCIANAL LFVEL WITEIN FOI(P’S OVERALLU
STRATEAIC FRAMT4ORY IN TRADE AND INVESTYENT, AND
CONCLUDR TEAT TYIE TOP TEwEE PRIORITIES LWE QUOTEL TLE
REMOVAL GF TRADE BARRIFRS =-— FOR AGRICOTTUREL PRODUCTS,
MANTFACTTRED GOODS, AND SERVICES URQUOT®, T3¢ 2UOTE
REGIONAL SUPPORT TO THE MODTRNIZATION OF TIE COUNTRIES’
IPR REGIYES UNJUOTE, AND COORDINATION CF FINKNCIAL
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SECTOR FCLICIES TO FACILTTATE TRATE IN FIWANCIAT
SERVICES., THESTE PRIORITTIZS AR® ALSO ATCHLIGHTED N
PAGE 1%, AND ARE USET TO STRUMTUR® THE ILLUSTRATIVE
PCLICY AND ACTION AGENMA ATTACHED T0 THE FID. WE ALGO
STR®SS EAIMONIZATION OF T9E L9G8L, REATLATORY AND
JUDICIAT FNVIRONYENT IN {¥FY TNYESTMENT ARWAS, TOP CF
PATE 8, IN OTHYER ¥QR]ns, WE FULLY AGR®E WITH YHF
SUGFKETER FOLUS, AND ARE CPAGRINTD THAT HF APPARFNTLY
FAILFD TG G¥T THAT MESSALTE ACROSS.

%, PARATRAPH 3 OF RUFPRL STATES THAT SU)TE TUT PI0J:CT
DESIGN TCES NOT SEEM TG TAXKE INTO ACCOUNT THE FACT THAT
POLICY DRCISIONS TO43RN REITONAL INTEISATION CAN ONLY
BE MADE LY THE INDIVIDUAT, GOVIRNMENTS UNQUOTF. T¢0
POINTS OF TAAT, TIRAY, GCYERNMENT RTD:VORNTATIVES HAVE
RFEN MAWING DFCISTONS OM RESIONAL INTERATION IN
RFCIONAT FOR&, &S EVIDENCED RY COMNTTYENTS AT REGCIONAL
SUMMITS AND OTYER “ERATINIS. SUOOND, - TUPLEMENTATION OF
SUCA DECISIONS I CLEARLY RECOGNIZED IN TUF PID A& THE
DO¥AIN OF THE NATIONAT COTERNMENTS, AS JTLUSTRATRED IN
THE CWART ON PAGT® 11, AS §% DTTAIL IN TBE PID, WE SV
THIS PROJECT FSSENTIALLY A8 A COMPLEMENT 10 THE RYFORTS
OF USAITD MISSIONS 70 ADVANGE POLICY RFPORM IN ARFLS
WEYKRFE RFGIONAT COCOERATION MATTERS AND HFLPS, 4%
CONTINUX TO PRLIEVE, AND OTYFR USAID FISSTONS SEEN T0
SIARE THAT BELTEF, PIAT TFCANICAL ASSISTANGE 70
INDIVIDUAT, GOVERYMENTS RUMAING A TASK FOR THV RILATERAL
MISSICNS (ALTHQOUGH WF FAVE RAISED THY OPTION CF RIY~TNS
INTO APFATURA IN AREAS JUERR STARRD R¥SONRCES MAY RE
MOST APFROPRIATE). TFFRCTIVRE SUPPORT FOR POLICY RFFORM
IN A PARTICULAR CHOUNTRY RRQUIRES & SOTND UNDERSTANDING
OF THE POLTTICAL ECONOMY., A RVITONAT INSTITUTION LIKE
ROCAT CANNGT ASPIRT 70 UGADFRSTAND WULLY THE NUANCES OF
THT POLICY DEBAT® IN SI¥ QR STVRN COUNTRIES., IN OTINR
WOFDS, WE LOOK TO TSATD MISSIONS FOR LVADHRSHIP
VIS-A-YIS INOIVITDUAL GOVERNVENTS. TPAT’S ¥HY W% ARE
PHOPOSINT ANNTAL (OR SEMI-ANNTAL, AS WAS SURITSTED AT
THF CONFFRENCE OF TRADE &ND INYESTMEXT OFFPICERS IN
FASTINGTON) CONSULTATIONS WITH THE MISSIONS ON 7T
POLICY ARD ACTION AGENDA FOR TAE PROJECT, WE CEATATNLY
SEY NEITHER THY PID WCR TPR PP AS & PLACT FOR
PRESENTING AN ACTION PLAN THAT #OULD QUOTR

INCORPORATE ... TA TO GOVERNMENTS, AND PITATFRAL FOLICY
DIALCGUR UNQUQTE, BIVATERAL POLICY DIALOCHT AND RFLATED
Th ARE UP TO THE (SATD MISSIONS, RICAP’S SUPPOAT AN

1/53 UNCLASSIFIFD CULTEMALA R2ARTZA/ 41
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4. WITE RESPECT TO ©HE TIME FRAME FOW Eg?rﬁggaﬁgw. TOE

PPT P1D EXPLICTPLY ACKNOJLEDGES TAR FUTILITY OF
?%i%éGP%é Eag ou0T A TETAILED poLlcg &ﬁﬁgﬁgﬁigﬂyi“gh”ﬁ

T AER PRRIOD, FOR AN ENVIRONMENE T° ;
O PToLy PWAKGING. THAT’S WEY VE PROVOSE 0 BAVE
PROJECT IMPLEMENTATION GUIDED BY AN ANNUAL POLICY AMD
ACTION ASRNDA, TO BE DEVFLOPED IY CLOSE qobnaaoaiggou
WITH THE USAID vMiezsIONS. WE THEWFFOREﬁHELCOMED ok
SOITFSTION AT THR RECENT T&IovcaNFgggﬁufqgg I

(IFWING/REVISING SUCH AN AGENDA EVEM MORF FREQUENTLY,
%%géﬁﬁéf é%m%gmNUALL§. "BE OVERALL TIMF WPAME FROPOSKD
FOR THE PROJECT IS SIMPLY A REFLWCTION OF 0UR |
EYFFRIENCE THAT CONTRIBUTING TO POLICY CHAYIE IS NOT 8
SHORT~TERM PROBOSITICN, IF W WANT TO INTOLVE A
RESPECTED U.S. INSTITUTION IN PROVIDINT POLICY ADVICY
ANT GUITANCE TO REGTONAT FORA, W% NBED SOME DIGRVE OF
CONTINUITY TO BUILD RELATIONS AND INFLUFNCE.
INTECRATION DONF RIGHT WILL NOT RE A MATTER OF SNAF
DECISTONS, AT THE SAME TIMF, TRE PID ACENGHLEDGES THAT
CONDITIONS MAY CHAWG®, AFFECTING TH® PAWVISES FOR
EFFECTIVE INTFRUGNTION AT THE RRAIONAL 1FVFL., AT THIS
POINT, WE REIARD THE MIT-TERM TYALUATION AS A DRCISION
FOINT. DURING PP DwSIGH, WE WILL EYXRLOE TITS (SR i
FUOTHER, AND EYAMINE THE OPTION OF SEPARATE PFASES TOR
PROJECT IMPLEMENTATION.

5, WHILL WE GREATLY APPRVCIATE CONFIRMATION OF OUR
CONCLUSION THAT RFCICNATISM IS RESURGFNT, w¥ ARE
FRANKLY BAFWLED BY THE CTARIR IN PARA & OF REFTEL THAT
TFE FID DOES NOT ACKNOWLFDGE QUOTR THAT MUCH PROGHFSS
IS ATREADY BRING MATE TO4ARDS RTGIONAT COORDINATICH
EYEN IN TIE ARSENCE OF SIGNIFICANT DONOR SUPPORT
UNQUOT®. ON PAGES 1% TO 14 OF THE PID WE DESCRIBE IN
SOME D¥TAIL THE PROGIESS IN REITONAL COOPERATION. THE
PCINT IS TEAT WEAKNESSES IN TR SUPPORT SYSTEM ARK
JEOPARDIZING THAT PROGRFSS. AGRREMENT ON DE FACTO
CONVERTIRILITY OF NAYIONAL CURRENCIES WOR INTRARFIIONAL
TRADE IS OME THING. SETTING UP THE INSTITUTIONAL AND
ADAINISTRATIVE PROCEDURES TO MAKT IT #ORK ON 4
SUSTAINAGLE BASIS IS ANOTHTR. WHETIFRE DONOR SUPPORT,
INCLUDING ROCAP’S OWN PROGR2NMS, -HAS FEEN INSICNIFICANT
PROBAPLY DEPFNDS ON ON¥’S PRRSPRCTIVE., IN ANY CA3W,
APERTURA BY ITSELF WOULD NOT REPRESENT A REAL INCREASE
OF OVEIALL RISQURCES AT TAW EFITONAL LEVEL PROVICFD 3BY
ROCAP, IN PART BECAUSE IT RRPLACES T§ 0 CJRRENT PROJFCTS
NOW REING PHASED OUT. INSTEAD, APFRTURA REPRESENTS AN
ATTEMPT ¥0 FICTUS OUR SUPPORT AND TO TT® IT MORE CLOSELY
TO THE PROCRAMS PURSUED RBY THYE TSAID MISSIONS.

€. AS TO dOW APERTURA WTLL FNARL® T9% OUJTE ZROUP OF
TEN UNQUOTE 10 ACCOMPLISH THAT THEEY COULD NOT OTHFEYISE
ACCOMPLISH ON THEIR CWN, THT CASE OF SIRCA MIGHT FE
ILLUSTRATIVE, SIRCA HAS DONE 500D (AND SOMRTIVES
EXCELLENT, AND SOMETIMES POOR) POLICY WORY 1Y THE FBAST,
1T WAS REGARDED AS A SOURCE OF RELIABLY AND TIMRLY
INF¥ORMATION, IN TERMS OF BOTH DATA ANT ANALYSIS. IT

2/3 UNCLASSIFIED GUATEMALE 2265274/92
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HAS BYEN UNABLE TO MAINTAIN TIAT REPUTATION RECAYVSE OF
INADEQUATE SUPFORT AND 7TFE LULL IV REGIONALTEM™
PRAECEDINY THZ REECENT RFPSUVRATHCE,  ITS WFWAYENED STHTUS
NOTWITHSTANDING, PeESIDFNTIAL CUMBR®S AND MEETINTS OF
FCONOMIC CARIN®WTS UwAVE DEMANDED ANALYSIS AND ACTION
FROM SIFCA., FYEM WIHH STINITICANT SUPPORT FROM 11§, 93w
UNEP ANT NOW THE IDR, SIFCA FINDS IT DIFVICULT T0O CCPE
WITH ALT TEESE MNTy DIMANTS AT ONCE, IN THE STEUYRNTIFS,
SIRCA BINEIITED SAFATLY FR0M A QTOTE THINNING
ARRANGEMENT UNQUCTE WiTH THR PROOXINGS INSTICUTION,
PROVIDING A LRAININT ENVIRORWENT FOR ITS €TAFW, AND
LENDING THE WEISAT OF ACKNQWLEDGED RYPFRTICE TQ ITS
POLICY ADVICF, IDNFALLY, THR FROPOSED REGIONATL POTLICY
SUPPORT (NIT WOULD PLAY A STMILAR ROLW®, P03 STECA AND
OTIER PERMANFNT OR AD-UTOC ORTANIZATIONS CHARSED WITH
ADVISING POLIGY MAXKERS AT TRE REGIONAY LEVFEL., -

7. PARAR & OF RYFTEL RAI®ES THE QUESTION AROUT EFFORT
LEVEL AND INPUTS., WE FULLY AGREE THAT TEX PROPCSED
STAUCTIIR® NEEDS 70 RR® SUBJECTED TH FURTHFR SCRUTINY, TO
ASSERSS THE LEYVEL OF OVERJAWAD SUPPORT TQ ®E POT INTQ A

2r/3 OHCLASSIFIED SIATEMALE  #26323/22
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COHTRACT Ok TO RE PROVIDED BY ROCA® STafFF DIPFCTLY AND
INDIRECYLY, THAT ISSUF wILL RE A MAJOR CONCERN IM TFE
PP DESIGN, AND WE WITL RWVIWY II FURTHARR PITOR TO ANY
SUBMISSIGN TO WASHINGTON,

2, WE REIRET TUAT USATD/NICARATUA CAM® AJAY WIT® Ti7
IMPRFSSICN THAT TH® FITD FYCLUDES CORECA FROM TCF
REZIONATL POLICY-MA¥ING INSTITUTIONS APERTORA WILT
ASSIST, TOUT CANNOT EYPLAIN WEY, ON PAGE 1Z, Td%E DRAFY
PID BIGRLIGHTS TFF ROLF OF CORECA BOTH IN THE CHART,
AND IN THZ T®yT, IIMEDIATELY AFTRER DISCUSSINGT THE
PRESIDRANTIAL CUMREES AND THE ECONOMIC CARINETS. WF ARE
ALSC STRTSSING AGRICULTURAL TRADE ISSURS IN TH® REFOVAL
OF TRADF BARRI®RS, W9TCH IYPLIFS A SIGNIFICANT AOL® FOR
CORTCA.

9, AZAIN, ROCAP APP2RCIATES TIE COMMELTSI SUBMITTED 3Y
DSATD/NICAREGUA, 4% VOULD ENGCURAGE FURTHER COMMENTS,
IN PARTICUIAR CON THE PRCFOSED FARTNEPSVIP RETWEFEN ROCAP
ANT THF USAID MISSIONT IN THE FYRTHER DESIGN AND
ULTIMATF IMPLEYEYTATION CF APRRTURA, ANT OM THEW OFTION
OF ANY DIJY~INS. C&STILLO, STRINCK

BT
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URJECT

THE APEWTURL

APPRECT ATES TP© ODPI®TUNITY ™) REVIT-

1. YISSIOL
PIL AND ERPE TEEP FQLLOWING CONMENTE:

SUEJECT

2. FEDEP:ICAP IS IDENTIFIED &5 A KE{
SECTOE IASTITUTION UNDYI®R THE PROCECT.
FEDEPRICAEP HAS pOT TLAYZD THF
A VIS FEREMR'S

FECIONAL PRIVATE
T DATE, EO-LVEE,
STRANG LEADY€4ATF OLE vIG
PRIVATF SECTOF TEAT IT APPUARS 70 HAVE

YLLYEL Ik CTHEs CENTAAL f~ESICAN COURT:TES., THIS
PROEAELY IS REFLECTIVE OF THE JRIQVE, S04RTIMES-IN,
SOMRTIMES-OUT, EISTORICAL POSITICN OF FANAMA WITH
SESELCT TC ITS CERTPAL AMERICAK FEIGHEDZE., THE ENDAZA
ADMINISTRATION, HOWEVER, HAS PLEDGED T JOIN “ITH IIS

NEIGEEFOFS IX THE INTEGRATION EFFORT. IN LIGmT OF TEHIS,
WE KCLE TC SEE FEDEF-ICAY FLACE GrZATF: EMPHESTE OF
PANAME URNTER THE PROPOIFL APERTJRA PROJECT.

2, WE LIKE THE FzQPOSfELl OF DIVELOIINT SUIDASCE AND N(oox
PLZKNS THROJGCH A PROJECT ADVISORY COMMITIFE CONIISTING OF
PERSONNEL FROM EFACH ATL MISSION IN CENTRAL AMERICA ANL
PAKAME.,

4. TEE PID STATES TRET OTHER ULONOR AGENCIES EAVE
SIMILA- -AGENDAS TD THAT OF THE PXDJECT AND THERE MUST RE
CLOSE COORDIWATION A40:C ALL DOAOR3$ EZPICIALLY SIKCE

MANY DONCRS HAVE TARGETID THE SAME INSTITUTICHS 10
FaGVIDE TECPNICAL ASSISTARCE, WE AG EE TorT
COCPLINATION IS pFCESSARY AND THE MECHAMISM AS TO HIY

THIS WILL TAZE FL#CE €30ULD BF DEFINED IN THE FROJECT
PAPER., THE APERIURSA PROJECT SHOULD FICUS OR
PARTICULAR NICHES OR SPECIFIC TARGETS CF OPPORTUNITY
AKD ONCE UNKDERWAY USE THE FROJECT ADVISCEY COMMITTIE
TO ASSIST IT IS IDENTIFYING THESE ACTIVITIES, THE

PROJECT SEQULD EF FLEXIELE ENOQUGHE TO AITOW EOR THESE
KICHES TO CHENGE OVEER TIME,
&+ THE FID STATES THAT THERE WILL EE AN INCRRASED

EMEHASIS OK COLLECTIKG, FEQCECSING AND L[TSSEMINATLAG 83
IKFORMATION OR TRADE AND IRVESIMENT. «£ AGREE W1 TH
THIS CONCFPT FUT WOULD LIKF TO SEE THF PROJECT PATER

UMCLASSIFIED FANAMA QL6584
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DEVELOP TEIS FURTHER. EXACTLY W“HAT WILL BE COLLECIED

ARD FOW WELL IT IS FOCUSSED WYLL DETERMINE How USERUL

TT WILL TF Ix HELEINC T2 ADVENCE A REGXOFAL T2LICY

EGENDE.
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TO RURHGT/AMEMBASSY nUATTMALL 23497

INFO RUVEHC/SECSTATE WASHTLL 2645
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LS atD eh

AITAC __DREAT

yHE O
E.C. 12356: N/A et
SURJECT: APERTURA DRAFT PID - SOME QPSERVATIONS

REF¥:s A) BELIZE 3452, B) MANAGTA 5153 >-i:-,-i
1. USAID 9AS REVIEWET TYE DRAFT p—;—:j;};ggg . DUE DATE
OFFERS TEE FOLLOWING COMMENTS FOR CONSILERATION: | ““7%&%}?222&;

2. QUESTIONS o e

=  FRESIDENT BUSH’'S EAI FAS EMPOWERED THE USTR 10 N _ ’
FSTABLISH THYE NAFTA ATENTA THRDULH THER TIC PROLSESS e e e
VIS-A=YIS POLICY REFQORM FOR COUNTRIES SEECING NAFTA ke
ACCESS. TEE RID PAS FFEN CHARGED WITH IMPROVEMENT '77;772
OF THE INVRSTMENT SECTOR AND TREASURY 74S BEEN

DESIGNATED AS THF LUTHORITY ¥OR DERT RENFGOTIATION.
HOW WILL AFPETURA LINT WITE THEE USC’S POLICY-SETTING
AGENTA? WIAT IS T9% PROC®SS? IS PDD AN APPROPRIATE
OR ADEOQUATE FORUMY WHY? WHAT IS THE PROJELT S
TIE-IN T0 TH% TIC °ROCESS? :

~  RSSTMING & "RFCTONAT, APPROACH™ IS TRF MOS?T
APTROTRIATE ONE AND 0.S. POLICY FOP NAPTA 1S
ENCOURAZING IT, REGIONAL COORDINATING INSTITUTIONS
¥ILL NEED TO BF STRENGTHENED. W ILE TEE PIOD
MENTTONS TRIS FACT, IT SIMUTANFOUSLY $TATRES THAT
THIS IS NOT AN INSTITUTION RUTLDING ER OJECT,  A0W
WILT THE SYSTEMS ESTABLISEED UNDER TFT PROJECT
THROUGH REIIONAT INSTITUTIONS SOPPORT AND SUSTAIN A
FREE TRATLE MOVEMENT WITHOUT CONCURRENTLY
STRENGTEENING THE INSTITUTIONS CHARGED WITE TEOSE
THE EFFORTS? T0 WHAT BITENT HAVY INSTITUTIONAL
ANALYSES BEEN PREPARY¥D TO ASSESS THE “TPPNGTHG-
CAPABILITIES AND WFAXNESSES OF THE “¢-i¢

no/o0IvsSH
WY

nny

AV TYWI LY

BEST. WHAT ROLE DOES THE PROJECT EXEECT FEDEPRIWAP
TO UNDERTARE?

~ THE EXPERIENCE WITH COVRRKMENT—CCONTROLLED %

172 UNCTLASSTETED SANTNSH  geRZs2 /81
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REGIONAL ORGANIZATIONS HAS PROVED THAT POLITICAL
SENSITIVITIES AND IMPERATIVES FREQUENTLY UNDERMINE
THE INSTITUTION'S BROADSR PURPOSES, IS THIRE
EYIDENCY TEAT REGIONAL ORGANIZATIONS WILL R¥® CAPABLY
OF RESPONDINT ANY DIFFERENTLY IN THIS ACTIVITY? IF
€0, FO¥ ARE TEEY EYPICTED TO BY RESPONSIVE ¥ITHOUT
INSTITUTION BUILTING?

-~ THE ROLR OF THE PRIVATE SECTOR, IN~GENERAL, 1S
CRUCIAL IN GENYRATING THE PURLIC CONCENSUS PO ASSGRE
TRAT NATIONAL POLICY REFORMS ARE ATPROPRIATE AND
STSTAINED, TYET, TEE PRIVATE SECTOR INVOLVEMENT [N
TEF® PCLICY-SETTING DFLIERRATIONS UNTER THF PROJECT
SEIM NBGLISIBLF, LT BEST. BOW {ILL TYE PRIVATE
SECTOR ORGANIZATIONS BE INCORPORATED INTO THE
PROCESS? GIVEN FYDRFRICAP S MIXED REPOTATION, IS
TEXIR ORGANIZATION EITHER SUFPICIENTLY CAPABLY 0%
APPRCPRIATELY POCITICNED AS AN INSTITUTIONAL VERICLYE
FOR SENFRATING POBLIC CONCENSUS? WOW WILL Ti%
PROJECT INCORPORATE THER CONCERNS AND PERSPECTIVES OF
NATIONAL PRIVATFE SECTOR ORGANIZATIONS (1.E. CAMARES,
EXPORT PROMOTION AYENCIES, LOCAL IFI’S EFL)? .

- TEE PROJECT SFNTIONS & “POLICY SUPFORT SYSTEM™.
DOES A& "SYSTEN" REALLY EXIST On IS IT SIMPLY K LOSY
CONFEDERATION OF ORCANTZATIONS WITH SEPARATE AND,
PERFAPS, COFPETING OBJECTIVES?

I. COMMINTS:

-~ C.h, REGIONAL ORGANIZATIONS ARE LARGELY
SOVERNMENT CONTROLLEDR. WE’VE SEEN TBE RELATIVE
INEFFICTENCY OF GOVERNMENT~CONTROLLED "REGIONAL™
ORTANIZATIONS, TERHAPS TEE SBLECTION AND SUPPORY OF
L FEW GOOD PRIVATE INSTITOTIONS TO ACT AS
COCRDINATING BODIES WOULD BE MORY EFFECTIVE IN THE
LONS RUN.

- 17 SEEMS THE PID 1S UNCLEAR ABOOUT TRE MAIN
OPPCRTUNITIES FOR INTERVENTION, RESCURCES SEOQULD BE
SFT-ASIDE TO ADDRESS NATIONAL TARZIE?S OF
OPPORTUNITY, IDENTIFIED BY COSAID'S, WHICH WILL LEAD
TO THE REMOVAL QF THT CONSTRAINTS IDENTIFIED UNDER
TEF PROJECT, PERBAPS THE COMPONENTS SHOULD BE MORE
CLYARLY IDENTIFIED ARD ELABORATED., TFOR EYAMPLE:

1/2 UNCLASSIFIED SANJOSE  @35362/81
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T w1, REGIONAL POLICY SUPPOR®: TA SROUP TO SUPPORT

ECONOMIC POLICY-MAKING WORXING THEROUGH ITHYR SEICA
GR CMCA TO BELP ESTAPLISE THE REFORM AGENDL AND
PROVIDE DIRECT SUPPORT TO ECONOMIC MINISTERS, THEY
(THE Ta GROUP) WOULD BE AN EXIECUTIVE BODY POR THE
REGIONAL DELIRERATIONS On POLINY SARMOWIZATICK,
ALSO, MISSION'S SEOULD BE ARLY TQ ACCESE THIS GROUP
(BUY-IN) FOR SPFCIFIC BITATERAL POLICY DEVELOPMENT
NEEDS,

- 2, INSTITOTIONAL SUPPCRT: SUPPORT TO ONE OR TWO
ORGANIZATIONS (PREFERABLY PRIVATE) TO U®LP
INSTITUTIONALIZE SYSTEMS NEEDED 70 REFORM AKD
SUSTAIN FREE-TRATE.

- 28, INFOHEMATION COORDINATION AND DISSEMINATION:
A SUBCCOMPONENT UNDER INSTITUTIONAL SUPPORT 10
PROVIDE TA TO CREATING AND SUSTAINING A 8YST¥M OF
INFORMATION GATHERING ANT DISSEMINATION THROUGHE ONE
CRGANIZATION, PERHAPS SIFCA. (IN THIS SENSE, THE
RDS PAOJECT COULT BE SUBSUMED RY APERTURA},

- . TARGETS OF OPPORTUNITY: FUNDS SXT-ASIDE TO
CONTRACT T4 AS REQUESTED BY MISSIONS TO ADDRESS
SPECIFIC TARGET OF OPPORTUNITY WHICHE LI¥D TO REMOVAL
CF CONSTRAINTS, I.E, STUDIES, -CONFERERCES, TA ETC.

- AS CURRENTLY DESTIGNED TH® PROJECT SFEMS
UNNSTALLY ELABORATE AND EXCEPTIONALLY UNWIELDLY.
PERZAPS, THE NET 1S BTINT CAST TOO BROADLY FOR
THIS 10 3 A MANAGABLE, CONSTROCTIVE INTERVENTION.

-~ A NARROWER FOCUS ON PRIORITIES AND CLEARER
DEFINITION OF EXPECTID INTERVENTIONS ANT
ACCOMPLISENENTS WOULD EETTER SERVE THE PURPOSE.

4. CLARIFICATIONS:

- TRE PID LACKS CLARITY ON Td® CAPABILITIES, ROLES

ANT RESPONSIBILITIES OF THE NUMEROUS ORGANIZATIONS
IRVOLYED,

- TEXRY IS NO INDICATION OF ¥HO TBE COUNTERPART
WILL BE., V¥HO SIGNS THE PROAG?

- AN QRGANIZATIONAL CHART ILLUSTRATIN: THE COMPLEX
LINES OF AUTPORITY AND INTERACTION WOULD EFLY TC S
SRAPHICALLY PORTRAY THE PROJECT’S STRUCTURE AWD MALE
IT MORE GNDERSTANDARLE,

-~ TBE_PROJECT MENTIONS "SUBSCRIPTIONS VOR RESTONAL ./  Policidd 7.

SUPPORT™. 1T WOULD HELP T0 ELABORATE WRAT THAT I8 [~/ = 7

AND EOW IT IS EXPECTED TC OPERATE. AT A SV R KA

5. TEE FOLLOWING AR ISSUES FOR THE REIONAL 3, 4é§if

DEVFLOPMENT SUPPORT PROJECT AMENDMENT: Y%gan A
R TR v

- i, THE AMENDMENT IDENTIFIES CONTINCUED FUNDING S

CF LONG-~AND SHORT-TERM TECHNICAL ASSISTANCE TO

§ iy T Ao !’('X"'l“"\/r"")
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IMPROVE REGIONAL INITIATIVES IN THE FITLDS OF
ENVIRONMENT AND NATURAL RFSOURCE CONSERVATION,
DENMOCRATIC INITIATIVES, AND ARALTE AND “OTRITION,
BO¥ WILL TFIS T.2. BY SELECTED FOR EACY OXE OF TFE
C.h, COUNTRIES? WILL THEY LINT WITH THE “ISSION'S
CURRENT PROJECTS?

-~ B, TEE REGIONAL SUPPORT FUND WILYL FINANCE
PARTICIFANT TRAINING. WHAT KIND OF TRAINING IS
FIPECTEDS 70 BE GIVEN AND IN WHAT FIELDE?

- . ¥OAT WILL BY TEY MISSIONTS SUPPORT ¥OR TIAT
PROJECT? BOW MUCE MANAGTYENT LOAD DOFS fHIS PROJECT
ERING TC THE MISSION?

&, MISSINK APPRFCIATES TEE OPPORTUNITY TO PROVIDY®

INFOT TO ROCAT'S PROJECT DEVELOEMENT FROCKSS.
GUINOT

BT
#O352
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