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NONCAPITAL PROJECT FUNDING (OBLIGATIONS IN $000) 

Table 1 

Page 1 of 2 
Country: Regional 

Andean Economic intertraionr PROP DATEg August 14 

Original /x/ 
ProjectR Regional 

1970 

Fiscal Yara Apo L/G TotaTl Con _ract 
Parronnel 
A7D PASA 

S- nxe 3 
CONTRAICo 

Participants 
U.S. CONT 
Ags.oAgs. 

Commodities 
Dir CON 

Oher 
Dir 

Costs 
CON 

Prior 
through 
Act. 

co Oper. 
FY 1971 250 250 170 15 65 

Budg. 
FY 1972 

B+ 1 
400 400 270 50 20 60 

VI 

FY 73 550 I50 370 70 30 80 

B+2 
FY 

-

UN 

1 + 3 

All 

Subs. 

Total Life 1 2 0 0  1200 810 120 65 
65 
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20 
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TABLE 2
 
4T 
 NONCAPITAL PROJECT FUNDING 

Andean Econcomic Integration Program
 

($000)
 

Contract Services Partcipanta Conrodities 
 Other Costs Total
 
1/ 	 2/3/
"
Junta-
 ADCz Other- Jcnta ADC Other Junta ADC Other Junta ADC Other 

Oper

FY 71 110
'-4	 60 --- -0 5 --- 50 
 15 --- 250
 

FY 72 90 80 100 10 10 30 
 20 
 20 10 30 400
 

B/ I
FY 73 
 90 80 200 0 X 
 30 2010 50 550 
 "
 

1/ The centract 3ert.cs raae 	 . .0 0 0 jL.a 	 e -t the Junta :a to he 	Andean Development 

Corpo rati-
or. 7soo. 2 FtG: &nla-c both e*. ' 40Ie:iy, 
ut 	 2/ Andean Developeat Coralon 

3/ Regional research -,g --c-amqj and other jogint ratm '-he member countries 
provide 	aeparate budp .v
 

H 
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Maimk eomi inte tion moenf In oh parts of t w@o i ~ ,,,. 

Andean Pact; coverim~ Colomiba, Rqbdr Pora 8 Bolivia and hIlwe.um 
a t1fir time-table fo the piki~ inorto:Se ti 
programu which &#=Ml merit full suppoxt from international'aa es 
foreign1 goernments.
 

The desire for economic deve~ppnmnt is combined with in~reuqd pp3.i4lcl
self-as sez'tln. The Andean Pact Is expected to pro44ie not only ecoraoiiu Of'
 
~scale in production, but also isicrvaaed joint negotiating leverage in -itr
 
nati~nal affairs. A further inz to have all segments of population ~
44bactivejparticipate more actively in th* task of economic development and shame mom,
fully In the rsulting lhervfits. 	 t 

The principal entities responsible for the implementation: of the economic 
integration program are the Junta (Evxecutive Board) and the Andean Development
Corporation. the Junta is the perwanent secxotariat of the Agreement of 
Caitagena and is charged with averall development planning for the region
and with the design of the specific integration steps, The Andean Develop­
ment Corporation Is a publicly controlled multinational development finance. 
institutionD created to promote the flow of resources into integration-'related
projects,, 

The pressures and stralns 'o ooordinating' z economic policy and molding 
a joint development program are expected to be most serious-during the first 
year.a A czrisis point may be reached toward the entd of 1970, The following
ofrometnes have to be taken In-to considerationo 

1a 	 A comrpicated system of priority dseelanations xIn the Industrial field 
has to be mutually aWeed on and put into effect by Jan, 1, 1971, Althetugh
the decision on mazW product categories can be deferred by reserving'them
ftr '9Seatoral Programs of Indust~tX Development%, a wide ran~ge of industries 
will stilJ. be, af~fected in one way o'r' anothero It will be necessary to 
baance the negative aspects (negative from the point of view of Individual,
enterprises or speoifiq national interests) by positive and constructive 
planning meaE3uwes and by prospects of financing and technioal assistance 
tUwough the Andean Development Corporation. 

2a Certain Joint development policies will have to be agreed on by Dec. 31. 
1970,, inoluding a definition of the role of foreign capital in Anxdean 
economic development. With notable differences in existing policlisand 

determination to coimnit all, five governments to a uniform course of'action., 

UNCI 	 -SSI­
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P~ea aseitaf i'-VleW ft Iotaaiti At *bM tim t

foz'M*d tboe. W anyMWOffexs *r Ras ~e torm,

and farign~~~s AA WSviof nees ams4 aiM fre24$ ;S'1 ' w" 
reW,.et*d, it tvoawnt o*ax tkhat armiv lad timi rq 

PMr= awalomet Hondfar given te urgeeW of both~

foeiu tbrot~ Naton Intxaria D4sp pm qM
UwAI the~ t ev 

tb. m~4t~e$~TOOOO fo ? ~,1&bat al of7 A.~ao ~ I to, aib. *1OQOQ 

The mvr Xrec~ tvnlSa ~itltyq. dur-Izg III, Year in~ dae tgtes~i~~t
tip nees zld tp Orxe-tim aut"qs ti*-n, libVaryr meriala and Otber cou4±e. 

> 

kA a surainlp~zod t~t y the, JuntA wJU'pxefr' niot t~o employ

long-term forel,~n advisors. It is the 1,aLsntion to btgi4 up a igh leqvel of

oqiA-ace( in the permianet staff. The aasistance required t.4X ho in higbhzY
 

speca.Uad uth~ra istheIntgrition of tlhe *na~to iairtainie1~. i~ 

a zlear diatin~tion tetween the assist~ukoe it renseives as a p1rnli1g .0organ,
and au other foralIp ass lstsn~re rindered in support of Andean eCC0noia integra­
tion. In qther words9 it, not fnsider it its re-sponsibi*it to approve-th doi 

or pass Ju~ement -on bilatoeal aid programs or on program in support Rf the
 
Andeaxi Pave lopwent Corpox'atio
 

trrn'n 
k*halPr:n L4aedrpE Ot~her regional pvoje; ba, wit b(2&ets

sep~ls~ pxidd y tkxe mmber gv mrtmkv be esta ished In the 
I±Itlvne me. D15a allso merit sppoz1. Regiounal rese Drch institutes,; a regional
emtltyr to trade in agrimu Mral iitopbka, or a rpgional t~urism promotion
oftce x~uld N4 oited ai; f-ames~o Support for Integration projects' of this
nAtur4e could ,i4 ttute f~or or cupplemaat bilateral. assistance, Loan programs
with the .Andean Development Corporation can, of course, also Substiturte for 
or ruprvvx,-t loanx a~ltitex in 11"i individu~al Andean counries. Unless

the~ ~ Cmaain of the member goverimsnts, 

PA'!e fromsVuit- the kx&,ari Dqve1opmirint Corpmrtion wil l iial~y 

whdIc~ s mada up of represextativies
:Umt ,cts the Jiuta Wo assume on overxaU. assistance coordinating function,
it wK11l remain the, responsiility of the aid donors to judge the appropr'iate­
ness cf shlfting resouroes from k~lateral ahannels to regional programs . 

17VMt~lzgeS.Wvmmnt heIA-COOCmeetingth;, f~da t in Febn=a7k 
ppl&J.wit

goakl&n the Andean Group. Spenifieal3;7, close coordination should be, 
in icrcaBbe bitea ad regional AIDrga 

UNC1=.W
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in lM~ti Am'iaa'b M~ja AvallAbltyof, am#. of thee fmiab whi4h 6Qi"b 
of p'.~t benefit; to the Andemi Developent Coioratians~.hO"3 bytU

nsead for addition&I US e~wendbitwvs In this 'noWtor t
 
ea.4ke tOW PFM for' sientfto and teooiaa1 dwtop in';Ox
 
America shouM be applied, In part, In supygrt of Andean cr. ~ n 

A pi'oJectioAt AID ',ri- ~pniw for the life of the p J*a
 
broen~ down into three oateriea, is zhoiwn In Table 1I. These mpwm1U
 
do wt intolu&d, rsoar~ev from tbe CMVAP-v*Q7,dn&+ed oapital markets %UY .
 
from the speCial2 pzmxqzn JrA RCSciews &An teO=110#7 reforrvd to abo~e.
 

The alr-ala.tyo uppo-t fhro= s;ther fo'-'elgn gov~e-r nta and from 

imt-axnatilonal agces is difflicnlt to asisess at this time., EIA and FAO 

.
 

1"ife in racwn#, mrrx~h me As Pe rmaffC available ta-the J'imtaq f~iancd from
 
regkoax px-ogram funds, for copni' sLdles *md for planning In the
 
AgRricU~Ura saetor. UMD? fiacxgof $62,000 la now being sapplie4 to.
 
E01t'IYES so that manor aalng number of u,,nsultants can be made AVAilbl
 
to1 tKhe' junta, during :thi remadnder of 19'0, The Interamerii= Developinent
 
1 a las promised to provide funds for, teai-ciana In the petrachemical and 

/ellentvonlo IAtr~es and UNIDO wIll eAlo supply some $25,000 tnfuxrnds. 
/FAO iia\xp.-ioted to establish a- mode;:t UND'finaned long range asgistance' 

progr~rn, 11ble I includes a tentative projeotion of grant financing by other 
dono" rt upotoAnaneonomio Initegration through FY713. 

B, S~~~n_Enirnet 

Thei Aree-mfnt of CArtasena,. alsao- redfs-rred to as the AndexA Pact, was
 
s-Ine2 ori. 0-q 26, 1969 by e e~aie of:~ go-qernnwnts of Bolivia,
 
Calt~bV) Claiie, riEedor~ and Pe-. The tie cnatitute 1the Andean
 

1r'V-nwithin the e~vn-e--, Tatin hrv iT,wan Fmce Trade Aswooiation 
(LAF'J'R 

The c~~oieof the hydehn Patir to achieve baulanced and humnnic
 
dlevelopmnt and acecelerated growth tbzro gh economic integration. The mecha­
ninms rand measures to employed ax~e the following.s
 

a. 	 Urnnaio .feconomic and s9ocial policies and of national legislative 
provirions In petinent- fiells, f 

b, 	 Joint plspngth intsification of the process of regional industrial-

izaton und the Implementation of Seotoral Programs of Industrial Develop­

than 
cc. 	 A program of liberalization of trade, more accelerated/that which is
 

adopted within the centect of IABTA,,
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also tsrgeted. It is hoped that, b r tha end of this period the Andean 
De''v.eputnt Corporal ion will bi;w'e ertakA.isned itself as an important element 

in A lm.ej c,.pital form-.tioi, Ir.the mlomtion ofL~m,,:new industrial enterprises 
anid I."vlt tIon-eid devekorment, enerall~y.-e<gra 


oi :mt'Im as 
t auturi:L transport wnd merchandizing, 

A . of A -den n Y.,erroh and edueation, well 

as in pofi. 
oer (-, '. iat :1.L ,)i %1..'" en of ';1e pr'oject period. The overall 

har'v difficult to~~0 i'UIW~ xt~t~'' Is~1owever, 
:.h iatrge .1Imacro e,onomic projections are ee at ,I S3s 

. ' ON,,. ifC ":1 2 u n)ng would br. 
I.,'I- .o'. 

C 1 ( .. 'i7 X.l¢,E.J: Lhe'JAJ omn-ntk 0orp.r.:.ttlo . 1 
,- j ! 0!000 progrm.z v-ith .. . ., .,,- -t t," I Lo crrx iho $ 

P r ,I..A.
:' .:: .n - lu... &or
tre . :~i:'" fr-.:t:o
,'! ' t 

tr'I. -Po tc -m'i.i~ wil tonr' .;ork~i 

te'-In to str.udv tho('r o pro~ipeCt , of speraiflc indu 
. i.(~~I ;c c c. . . ' _.t~ o 'r-'v I trj arfn M').* 111- s.~roon 

I"- 10O 000 
Q~t4~OVtSOOOOC3fl.~UO4 1)J1 0.000 

*, 014e ts S, ~~i'.J ''i: :!cx' ie y~ar r, 'xtai Leclnical 
.~t .. 

. .......... - ," '* :r•Om ,tanfo..d -esearoh institute, 
..- i,- P . -... Pcgrai and the Long Range 

.,.,:reic -uf',,,or,- the suppl., of mateial for 
i-. -al lihrary of" the Juirta, including the acquisi­
' .. , te ~n mbsuali .nd sodh:;Cription.. to 
e K ..tlica.. -eriorlicals... $ 50,000 

An lt.frm'-0 reduesSt for j.'rt assistance to cover industrial feasibility 

. be... m b...."ceived Andean Development Corporation. The 

' Q " -I; mperating plans of the Corporation, as well.- cnd 
imown in moreus ti,:i -:sistance pJ0ms of other aid donors will have to be 

de'.a. but~o a0progl:al cz ]nbe d:J;gned. A team of consultants will assist
 

-orporation management during -Septemberand October to develop an operating 

strater .7o A rpoject agreement meav be signed shortly after the next Board 

of Direct ors meeting in early Novembero As indicated in Table I, $80,000 

has tee.:, alloo'ated for assistance to the Corporation for the current fiscal 

yearo.,ICLASSIFIED 
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The uncertainty which still surrounds many facets of the eoonomic integr­tion program makes it difficult to specify the areas of need for foreign asa,.at­ance in future years, Many problems and bottle-necks are certain to develop.
Furthermore, the resource input from other aid donors is uncertain at thistime, As a rough projection, as indicated in Table II, integration-related
entities other than the Junta!ard the Andean Development Corporation may be
'the principal recipients of grant assistance by FY723. In addition to non­capita. proje:t funding, there will also be great need for loan financingthrough 
a 

the Andean Development Corporation in support of the program
regional industrial development. 

of 

CLARK 

UNCIASSIFIED
 




