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ACTION MEMORANDUM FOR THE MISSION DIRECTOR 

~~ 
DDIR, Juan Belt ~ / ~ I 

.:;.. ?) \v 
C/PDM, Ellzabeth Warfleld 

Authorlzatlon of the Reglonal Trade Pollcy 
(596-0178) ProJect Paper 

June 21, 1995 

Actlon Reauested That you approve the attached ProJect Paper and 
Authorlzatlon for the Reglonal Trade Pollcy ProJect (596-0178) The 
Authorlzatlon wlll be at a LOP fundlng level of $5,245,000, wlth a 
planned llfe of proJect untll August 31, 2000 

Background The flve-year, $5 245 mllllon Reglonal Trade Pollcy 
ProJect (596-0178) lS deslgned to contrlbute to sustalnable 
economlC growth wlth equlty In the reglon, through supportlng 
Central Amerlca's efforts to accelerate ltS lntegratlon lnto 
hemlspherlc and global markets The ProJect represents the 
MlSSlon's prlmary lnstrument for supportlng the lmmedlate actlon 
agenda of the Summlt of the Amerlcas In areas contrlbutlng toward 
the achlevement of the negotlatlon of the Free Trade Area of the 
Amerlcas by 2005 and enhanclng labor's partlclpatlon In the 
economlC growth process 

The goal of the Reglonal Trade POllCY ProJ ect lS to lncrease 
Central Amerlcan partlclpatlon In the hemlspherlc economy ThlS 
wlll be accompllshed by lncreaslng reglonal preparedness for 
partlclpatlon In free trade agreements, WhlCh lS the proJ ect 
purpose Further efforts by Central Amerlcan countrles toward 
reglonal economlC lntegratlon wlll also be supported to the extent 
that they are orlented toward lntegratlon of the reglon lnto the 
hemlspherlc economy and lncrease reglonal readlness for free trade 
agreements To achleve the proJect purpose, the Reglonal Trade 
POllCY ProJect wlll promote the establlshment of the POllCY 
framework and enforcement mechanlsms requlred for free trade 
agreement acceSSlon, a reductlon In lnterna1 and external tarlff 
and non-tarlff barrlers and lncreased partlclpatlon of labor In the 
economlC growth process 

USAID/W revlewed and approved the New ACtlVlty Descrlptlon (NAD) 
for the Reglonal Trade POllCY ProJect (520-0413) as part of the 
reVlew of USAID/G-CAP's FY 1995-96 Actlon Plan However, LAC 
determlned that PP reVlew and authorlzatlon would take place In 
Washlngton, due to concerns about dupllcatlon or overlap wlth the 
LAC Reglonal Free Trade Expanslon ProJect 
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D1ScUSSlon The ProJect Paper was revlewed In USAID/G-CAP on May 
12, 1995 Followlng lS a summary of the maJor lssues dlscussed at 
the meetlng and thelr resolutlon 

1 Pro] ect Feas1blllty Successful actl vltles In the areas of 
POllCY reform and POllCY lmplementatlon requlre natlonal and 
reglonal polltlcal wlll Recently, the sltuatlon wlth regard 
to external tarlffs has become more complex and varled, ln 
large part due to flscal POllCY reasons However, It should 
be noted that the general trend In the reglon lS towards 
reductlon of trade barrlers Even lf the ProJect lS 
occaslonally challenged by protectlonlst attltudes, thlS would 
make an even stronger argument for proJect contlnuatlon to 
combat such trends 

2 Need for a Reglonal Proqram The need for a reglonal approach 
on trade POllCy has often been questloned Slnce many countrles 
are movlng forward on POllCy reform lndependently However, 
the proJect can serve as a mechanlsm for encouraglng other 
countrles to follow these examples, leadlng to "upward 
harmonlzatlon" In key POllCy areas Addltlonally, asslstance 
wlll be requlred on a reglonal level to encourage efflclent 
and effectlve enforcement of the POllCy reform leglslatlon, 
Slnce partlclpatlon In a free trade agreement wlll not only 
requlre a SOlld legal framework but also the ablllty to 
enforce lt 

3 Obllqatlon Mechanlsm Durlng the proJect deslgn, lt was 
declded that the most effectlve way to ensure that the proJect 
was achlevlng the des1red results and respondlng to the needs 
of the Mln1sters was to obllgate all proJect funds through an 
agreement to be slgned by the Mln1sters of Economy Meetlngs 
have already been held or are be1ng scheduled to lndlvldually 
dlSCUSS the proJect and ltS lmplementlng mechanlsms wlth each 
Mlnlster Based on prellm1nary conversatlons In Guatemala, 
the Vlce-mln1sters of Economy of Central Amerlca are llkely to 
become the 1nformal steerlng commlttee USAID/G-CAP wlll meet 
at least seml-annually w1th the Vlce-mlnlsters to dlSCUSS the 
strateglc focus of the proJect and ltS results To fac1lltate 
admln1strat1ve and techn1cal contact wlth the Mlsslon, the 
Vlce-mlnlsters wlll deslgnate one representatlve (posslbly 
located In the forelgn trade department of the Guatemalan 
Mlnlstry of Economy) to handle routlne adm1nlstratlve matters 
and to partlc1pate 1n the select10n of contractors/grantees 
for proJect 1mplementat1on In add1t1on, the M1SS1on wlll 
consult per1od1cally w1th members of other 1nterested sectors 
(M1n1strles of Labor, C1V1l groups, labor sector, and pr1vate 
sector) to assure that the proJect 1S reach1ng the des1red 
results 
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4 ImDlementlnq Mechanlsm The PP has been revlsed to change tne 
proJect lmplementlng mechanlsm from a large lnstltutlonal 
contractor awardlng sub-contracts and sub-grants to belng 4-5 
Mlsslon-managed contracts or grants The speclflc 
lmplementlng mechanlsm (HB 3, HB 13 or contract) for each 
proJ ect component wlll be determlned as each component lS 
phased In ThlS change In lmplementlng mechanlsm wlll allow 
for more dlrect M1SSlon contact wlth proJect lmplementlng 
agencles and lncreased flexlblllty In determlnlng the type of 
lmplementlng mechanlsm to be used 

5 CounterDart All grant agreements awarded under the proJect 
wlll be requlred to lnclude a 25% counterpart, unless a 
speclflc walver lS approved to provlde otherwlse In 
addltlon, lt lS expected that local prlvate organlzatlons or 
NGOs wlll provlde counterpart fundlng (In cash or In klnd) to 
support proJect semlnars and other actlvltles The Mlnlstrles 
of Economy wlll not be held responslble for dlrectly provldlng 
counterpart funds Slnce thlS lS a reglonal proJect 

6 USAID/Washlngton Revlew LAC reserved PP reVlew and 
authorlzatlon to take place In Washlngton, due to concerns 
about dupllcatlon or overlap wlth the LAC Reglonal Free Trade 
Expanslon ProJect A sectlon In the ProJect Paper has been 
expanded to clarlfy what the roles of each proJect wlll be 

7 Non-Presence Countrles Pendlng approval from USAID/W to 
flnance actlvltles related to Costa Rlca and Bellze after 30 
September 1996, the ProJect Authorlzatlon wlll preclude such 
actlvltles 

The PP was revlewed In Washlngton durlng Actlon Plan Week (May 30-
June 2, 1995) Revlewers at the lssues meetlng reacted favorably 
to the PP and had the followlng gUldance for proJect lmplementa
tlon (a) a framework should be developed WhlCh lays out the 
respectlve roles of the USG organlzatlons lnvolved In FTAA 
acceSSlon and how thlS proJect fltS In, and (b) lmplementors need 
to look at a wlde range of eXlstlng technlcal asslstance mechanlsms 
for lndlvldual proJect elements These would, for example, lnclude 
Global fleld support mechanlsms and 632 transfers The PP was 
revlsed to lnclude the USG roles framework, and the M1SSlon has 
agreed that, to the extent approprlate mechanlsms eXlst In the G or 
LAC Bureaus, 1 t would seek to utlllze those mechanlsms before 
conductlng a separate procurement process 

In a separate meetlng wlth the AA/LAC, lt was declded that there 
were no lssues requlrlng a DAEC However, the AA/LAC lndlcated 
that the M1SSlon should lnsure that broad partlclpatlon of NGOs be 

( 
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lncluded In the relevant pollcy fora carrled out under the proJect 
regardlng harmonlzatlon of labor, trade and envlronmental codes and 
regulatlons Thls would lnform the general dlscusslons on free 
trade and lead to greater lnvolvement of small buslness In these 
dlscusslons The AA/LAC also lndlcated that the llnkage wlth trade 
related envlronmental pollcy under the PROARCA proJect should be 
made more expllclt and that envlronmental lmpacts of trade should 
also be part of the dlscusslons under PROARCA Approprlate 
sectlons of the PP have been revlsed to lnclude, and proJ ect 
lmplementatlon wlll be gUlded by, these concerns 

Inltlal Envlronmental Walver The MlSSlon's request for a 
categorlcal excluslon for thls proJect was approved by LAC In LAC
IEE-95-12, dated Aprll 18, 1995 The categorlcal excluslon was 
lssued for workshops, semlnars and conferences, Vlsltatlon tours, 
short-term tralnlng, and pollcy seSSlons A Condltlonal Negatlve 
Determlnatlon was lssued for deslgnlng new trade pollcles and 
asslstance In draftlng new leglslatlon due to the potentlal for 
negatlve envlronmental lmpacts (dlrect and lndlrect) To mltlgate 
envlronmental lmpacts, LAC requested that the Reglonal 
Envlronmental Advlsor be lnvolved In deslgn of all actlvltles, and 
recommend mltlgatlve measures 

Congresslonal Notlflcatlon A Congresslonal Notlflcatlon has been 
prepared, but has not yet been sent up to the Hlll No obllgatlons 
under thls ProJect wlll be lncurred untll LAC formally notlfles the 
MlSSlon that the CN has explred 

Authorlty In State 155399, dated June 28, 1995, LAC authorlzed the 
MlSSlon to flnallze the ProJect Paper and authorlze the proJect 

Delegatlon of Authorlty No 752, dated September 14, 1992, grants 
you authorlty to approve proJects wlth a LOP of up to ten years and 
fundlng of up to $50 mllllon 

Recommendatlon That you slgn the attached ProJect Data Sheet and 
ProJect Authorlzatlon, thereby approvlng and authorlzlng the 
Reglonal Trade Pollcy ProJect (596-0178) for total Ilfe-of-proJect 
fundlng of $5,245,000 

Attachments 
1 ProJect Data Sheet 
2 ProJect Paper 
3 ProJect Authorlzatlon 
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PROJECT AUTHORIZATION 

N arne of Country Central Amenca 

Narne of Project RegIOnal Trade Pohcy Project 

Number of Project 596-0178 

1 Pursuant to SectIOn 106 of the ForeIgn AssIstance Act of 1961, as amended, I hereby 
authorIZe the RegIOnal Trade Pohcy Project, mvolvmg planned oblIgations of not to 
exceed $5,245,000 m grant funds over the hfe of project, subject to the availabilIty of 
funds m accordance WIth USAID OYB/allotment process, to help m fmancmg foreIgn 
exchange and local currency costs for the project The planned hfe-of-proJect IS until 
August 31, 2000 

2 The Project purpose IS to mcrease regIOnal preparedness for partICIpatiOn m free trade 
agreements Further efforts by Central Amencan countrIes toward regIOnal economIC 
mtegratIOn wllI also be supported to the extent that they are OrIented toward mtegratIon 
of the regIOn mto the hemIspheriC economy and mcrease regIOnal readmess for 
partICIpatiOn m free trade agreements 

3 The Project Agreements, whIch may be negotIated and executed by the officer(s) to 
whom such authonty IS delegated m accordance WIth USAID regulatIOns and Delegations 
of AuthorIty, shall be subject to the followmg essentIal terms and covenants and major 
condItIOns, together WIth such other terms and condmons as USAID may deem 
appropnate 

3 1 Source and Ongm of CommodIties. NatIOnalIty of ServIces 

a U S Dollar FmancIng 

COmmOdItieS fmanced by USAID under the project shall have theIr source of 
ongm m the Uruted States (Country Code 000), except as USAID may otherwise 
agree m wntIng or as prOVided m paragraph 3 1 b below 

The supplIers of commodities or services shall have the U ruted States as therr 
place of natlOnahty, except as USAID may otherwise agree m WritIng or as 
prOVIded In paragraph 3 1 b below 

Ocean shIppIng fmanced by US AID under the Project shall, except as USAID 
may otherwise agree In wntIng, be fmanced only on flag vessels of the Umted 
States Air transportation servIces financed under the Project shall be on U S flag 
carriers except to the extent such carriers are not "available" as such terms IS 

defmed by the U S Buy Amenca Act 
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b Local Cost Fmancmg 

Local cost financmg, totalmg $437,000, IS authonzed only to the extent penmtted 
by the Agency's Buy AmerIca pollcy as outlmed m 90 State 410442 and m 
Handbook 1 B, Chapter 18 If necessary, mdividual waIvers may be processed for 
procurement of goods and servIces WhIch are outsIde the exemptIOns to the Buy 
Amenca PolIcy but necessary to Project lIDplementatIOn, under the cntena stated 
m Handbook 1B, Chapter 5 The IlIDit of $437,000 may be adjusted upward 
pursuant to separate JustIfication to the authorIZIng official 

3 2 CondItIOn Precedent to DIsbursement 

PrIor to the first dIsbursement under the Grant, or to the Issuance by USAID of 
documentatIOn pursuant to whIch disbursement WIll be made, the Grantees WIll, 
except as the Parties may otherwise agree In wntIng, furrush to USAID In form 
and substance satIsfactory to US AID 

(a) A statement of the name of the person holdmg or actIng on behalf of the 
Grantees, and of any addItIOnal representatives, together With a speclIDen 
signature of each person specified In such statement 

(b) Notwlthstandmg the foregOIng, funds may be dIsbursed to contact US AID 
Project assistance or USAID-mmated technIcal assistance pnor to satISfactIOn of 
such conditIOn precedent 

3 3 ACtIVItIes In Support of Costa RIca and BelIZe 

Unless and untIl USAID speCifically dIrects otherwise, no actiVItIes m support of 
Costa Rica and BelIZe Will be fmanced by the Project after 30 September 1996 

W1iiUIi'iiStaCY odes 
DIrector, USAID/G-CAP 
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RegIOnal Trade Pohcy Project 

ExecutIve Summary 

The five-year, $5 245 mIlhon RegIOnal Trade Pohcy Project (596-0178) IS desIgned to 
contrIbute to sustamable economIC growth WIth eqUIty m the regIOn, through supportmg Central 
Amenca's efforts to accelerate Its mtegratIon mto hemlsphenc and global markets The Project 
represents USAID/G-CAP's pnmary mstrument for supportmg the ImmedIate actIOn agenda 
of the SummIt of the Amencas m areas contnbutmg toward the achIevement of the negotIatIOn 
of the Free Trade Area of the Amencas by 2005 and enhancIng labor's partICIpatIOn In the 
economIC growth process 

The goal of the RegIonal Trade Pohcy Project IS to mcrease Central Amencan partICIpatIOn 
In the hemlsphenc economy ThIS WIll be accomplIshed bv Increasmg regIOnal preparedness 
for partICIpatIOn In free trade agreements, whIch IS the project purpose Further efforts by 
Central Amencan countnes toward regIOnal economIC IntegratIOn WIll also be supported to the 
extent that they are onented toward mtegratIOn of the regIon mto the hemIspherIC economy and 
mcrease regIonal readmess for free trade agreements To achIeve the project purpose, the 
RegIOnal Trade PolIcy Project WIll promote the estabhshment of the pohcy framework and 
enforcement mechanIsms reqUIred for free trade agreement acceSSIOn, a reductIOn m Internal 
and external tarIff and non-tarIff barrIers and mcreased partICIpatIOn of labor In the economIC 
growth process 

The RegIOnal Trade Pohcy Project WIll mitIally focus on four major pohcy areas, whIch were 
selected based on an exammatIOn of the current reqUIrements for acceSSIOn to a free trade 
agreement, an assessment of other donor and bIlateral MISSIOn programs, and an IdentdicatIOn 
of those areas for whIch there was a clear regIOnal comnutment to move forward The four 
areas are 

1) mcreasmg IDteIlectual property rIghts protection through the establIshment of 
a world-class polIcy framework and more effiCIent and effectIve pohcy 
enforcement, 

2) enhanced participatIOn of labor m the benefits of growth through the 
harmoruzation and SImplIficatIon of the labor codes and engagmg labor m a 
regIonal dIalogue on the reqUIrements for free trade agreement acceSSIOn, 

3) ImprovlDg the IDvestment policy framework through better mvestment dIspute 
resolution procedures and a more transparent legal framework and regIstratIOn 
process, and 

4) expandmg trade lIberalization through lowermg the non-tanff barrIers to mtra 
and extra-regIOnal trade and addressmg other key trade-related pohcy Issues 

The RegIOnal Trade Pohcy Project IS composed of four components that reflect the four pohcy 
areas lIsted above These poltcy components WIll be phased m over a penod of three years 
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based upon the aVaIlabIlIty of project fundmg, begmmng \\Ith the mtellectual property nghts 
component and followed by the project components of encouragmg labor partIcIpatIOn the 
mvestment polIcy framework and trade lIberalIzatIOn In addItIOn to these four focused polIcv 
areas, gIVen the flUId nature of regIOnal trade polIcv developments and the evolvmg nature of 
free trade agreement readmess cntena the project IS also deSIgned to enable qUIck response 
to emergmg targets of opportumty supportmg the regIOn's preparedness to partICIpate m free 
trade agreements These targets of opportumty wIll be chosen based on pre-determmed • 
selectIOn cntena, WhICh reqUlre that the actiVItIes are related to trade polIcy reform, are 
regIOnal m nature and are conSIstent WIth World Trade OrganIzatIOn norms The IdentIficatIOn 
of project activitles WIll be done m close consultatIOn WIth project partners, whIch mclude the • 
Central Amencan EconomIC Cabmets, the pnvate sector (especIally mcludmg small and micro
enterpnses), the CIVIl sector, labor groups and others to ensure that the project focus responds 
to theIr needs and concerns about entermg mto a free trade agreement 

The RegIOnal Trade p( ICy Project WIll not address the regIOnal poltcy framework for 
envIronmental protectIOn, smce thIS area IS mcluded m USAID/G-CAP's regIOnal 
envIronmental project, PROARCA As recommended m the ImtIaI EnVIronmental ExammatIon 
(lEE), the envIronmental aspects of trade poltcy reform WIll be dIscussed WIth the RegIOnal 
EnVIronmental AdVIsor to develop any reqUlred mItIgatIon measures 

ASSIstance under the RegIOnal Trade Pohcy Project WIll be prOVIded both for pohcy reform, 
and as approprIate, for effectIve poltcy ImplementatIon Project actIvitles WIll focus on 
regIOnal Issues affectmg Central AmerIcan countrIes and Panama It IS pOSSIble that regIOnally
based polIcy reform mItIatives may mclude the USAID close-out country of Costa RIca, due 
to ItS strategIC and polItIcal Importance m Central AmerIcan regIOnal economIC mtegratIOn 
efforts, and potentIally Behze The mcluslon of close-out countrIes m RegIOnal Trade PolIcy 
Project actIVItIes, however, IS dependent upon recelvmg USAIDIW approval 

In addItIOn to the four polIcy components, support IS also prOVIded under the RegIOnal Trade 
Pohcy Project for project management, morutorIng and evaluatIOn The RegIOnal Trade Pohcy 
Project wIll be obhgated through a HB 3 agreement SIgned by the Mirusters of Economy and 
Implemented through an agreement With the US Patent and Trademark Office and through 
agreements or contracts With U S and regIOnal mstitutions selected through an open and 
competItIve process 

DUrIng project ImplementatIOn, USAID/G-CAP Will work closely WIth bIlateral USAID 
MISSIOns, USAIDIW, the State Department (ARAIECP), the Uruted States Trade RepresentatIve 
(USTR), U S EmbaSSIes and other donors to maxImIZe regIOnal project Impact and to 
coordmate WIth other trade pohcy-related natIonal and regIOnal actIVItIes Contmued close 
collaboratIOn WIth the LAC Bureau of USAIDIW Will be reqUIred as the LAC regIOnal Free 
Trade ExpanSIon Project IS developed to ensure that proposed actIVItIes are complementary 
LIkeWise, USAID/G-CAP Will contmue workmg closely WIth the State Department and USTR 
so that project actIVItIes are focused m such a way that they are conSIstent With and fully 
supportive of the overall U S Government's trade polIcy agenda m Central AmerIca 
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I Statement of Problem and Opportumty. Protect Purpose and Assistance InterventIOns 

A The SettIng The Central AmerIcan Economy 

The Central AmerIcan ISthmUS embraces the seven countrIes of BelIze, Costa RIca, EI 
Salvador, Guatemala, Honduras, NIcaragua and Panama, coverIng a total area of nearly half 
a mIllIon square k.Ilometers WIth a populatIOn of approxImately 30 mIllIon and a combIned 
GDP of nearly $43 bIllIon More than half of the populatIOn hves In poverty WIllIe the 
regIOnal Central AmerIcan economy IS at present only one percent of that of the three NAFT A 
countrIes combmed, GDP growth In Central Amenca has been pOSItive, averagIng 3 8 percent 
annually from 1990 through 1993, notably hIgher than the 2 1 percent growth of the entIre 
LatIn Amencan and CarIbbean regIon over the same perIod 

The economIC structures of the Central Amencan countnes are faIrly SImIlar, dependmg 
on agrIculture for approxImately one quarter of theIr GDP (WIth the exceptIOn of Costa RIca 
and Panama, WIth percentages of 18 and 11 % respectIvely) and to a lesser extent on 
manufacturmg, rangmg from a low of 9% of GDP m Panama to a hIgh of 23% m NIcaragua 
ApproxImately 45% of agrIcultural actIvIties m the regIon stIll focus on tradItIOnal products, 
such as coffee, bananas, sugar, cotton and meat, although there has been a dramatIc mcrease 
m the export of non-tradItional agrIcultural commodItIes over the past five years, mcludIng 
melons, snow peas, omons and other frUIts and vegetables Central AmerIcan mdustnal actIVIty 
centers around agrIcultural and food processmg, followed by textIles and apparel The Central 
Amencan countnes have relatIvely open economIes, WIth the ratIO of trade (exports plus 
Imports) to GDP m 1993 rangmg from a low of 35 percent m Guatemala to a hIgh of 59 
percent m Honduras All countrIes are or are m the process of becommg members of the 
World Trade OrganIzatIon, the successor mstitution to the General Agreement on TarIffs and 
Trade (GATT) 

The Umted States IS the regIOn's mam tradmg partner, servmg as the market for 
approxImately two-thIrds of the regIOn's exports (maInly textiles and apparel, and tradItIOnal 
and non-tradItIOnal agrIcultural products), and supplymg more than 55% of the regIon's Imports 
(mamly manufactured goods, machmery and transportatIon eqUIpment) All countrIes m the 
regIOn, except Costa RIca, have a trade defiCIt WIth the U S Intra-regIOnal trade, composed 
mamly of manufactured goods, has taken on mcreasIng Importance as well, chmbIng from $790 
milhon In 1990 to more than $1 39 btlhon In 1994, at an average annual growth rate of 19% 
The European Umon absorbs about 20 percent of the regIOn's exports (maInly coffee and 
bananas) and supplIes around 11 percent of the regIOn's Imports (mostly chemIcals, machInery 
and transport eqUIpment) Two-way trade WIth Japan and other mdustnal countnes IS relatively 
small, altogether amountIng to about 10 percent of total trade 
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B The Development Challenge 

Central Amenca! IS stIll sufferIng from the devastatIng economIC declIne of the early 
1980s Overall average per capIta Incomes declIned by about one-fourth In real terms from 
1979 to 1983 NotwIthstandIng moderate gro\'Vth over the remaInder of the decade and 
acceleratIng growth reachIng three to four percent In recent years, In 1994, real per capIta 
mcome IS still well below that attamed m 1979 Moreover, an estlmated S4 percent of Central 
Amencans contmue to lIve m relatIve poverty, WIth about 2S percent suffermg from extreme 
poverty Sustamed and sustamable economIC growth at rates above five percent annually are 
reqUIred to prOVIde employment opportumties and mcome gams to sIgmficantly reduce poverty 
over the comIng years 

ContnbutIng Importantly to Central Amenca's economIC slIppage early last decade was 
Its exceSSIve relIance on an Inward-lookIng Import SubstItutIOn model of regIOnal IntegratIOn, 
whIch was charactenzed by hIgh effectIve rates of tarIff protectIOn and overvalued exchange 
rates ThIS trade regIme, WhIch had been In place smce the formatIOn of the Central Amencan 
Common Market In the early 1960s, created senous economIC dIstortIOns whIch Impeded 
economIC gaIns Overvalued local currenCIes combIned WIth low tarIffs on capItal goods 
artIfiCIally lowered the relatIve pnce of Imported capItal leadIng to Its overuse In productIOn 
and the concomItant under-utIlIzatIOn of labor whIch contnbuted to hIgher rates of 
unemployment and underemployment In the regIOn It also resulted In a dIstorted IncentIve 
structure whIch favored IneffiCIent and uncompetitIve Industnes, WIth many of theIr operatIOns 
resultIng In negatIve value added, and penalIzed the effiCIent productIon for export 

The economIC drag caused by thIS model was exacerbated by poor macroeconomIC 
management, state monopolIes In key economIC sectors, finanCIal repreSSIOn, pnce controls, 
exceSSIve and burdensome regulatIons, IneffiCIent tax regImes, poor publIc Investment 
deCISIOns, dISInCentIves to domestIC savIngs, a poor clImate for pnvate Investment, and ngld 
labor markets Furthermore, Central Amenca's economIC performance and abIlIty to compete 
In world markets has been senously constraIned by Inadequate and declInmg real mvestment 
In educatIOn and health servIces whIch IS reqUIred to accelerate human capItal formatIOn, raIse 
productIVIty, and mcrease workers' mcomes In partIcular, major gaps eXIst m the regIOn In 
skilled and semI-skIlled occupatIOnal areas Important for new, globally competItIve mdustnes 

Central Amencans are workmg to address these constramts to sustaInable development 

I Central Amenca IS defined for the purposes of thIS project as Costa RICa, EI Salvador, Guatemala, Honduras, 
Nicaragua and Panama Belize and the DominIcan Republic have not been expliCItly Included In thIS proJect, due 
to Belize's alignment WIth the CarIbbean countries through CARICOM and the DomInIcan Republic's deCISion 
not to Jom any sub-regIOnal economic groupmg However, It may be necessary to mcorporate one or both 
countries Into partIcular project actIVItIes, depending upon their self-selectIon and how Involved they become In 

regIonal economIc integratIon processes 
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In many areas, theIr efforts are bemg supported and remforced by bIlateral and regIonal USAID 
programs and the actIvItIes other donors and mtematIOnal financIal mstitutIOns WhIle m 
several countnes sIgmficant gams have been observed current socIal and economIC mdicators 
demonstrate that substantIal further progress IS reqUIred Moreover, such progress muse be 
timeiv to prevent socIal unrest \\-hIch could threaten some of the regIOn s relatIvely new 
democracIes 

The mcreased movement m recent years towards further hemisphenc economIC 
mtegratIOn presents Central Amenca wIth an exceptIOnal opportumty WIth the passage of the 
North Amencan Free Trade Agreement (NAFTA), the declaratIOns of the SummIt of the 
Amencas, and the sIgmng of CONCAUSA (Central AmerIcan-Umted States Agreement), the 
overall context has been set for movement towards a new era m hemISpherIc relatIOnshIps 
based on mutually beneficIal trade ThIS VISIOn IS concretely supported by the SummIt of the 
AmerIca's DeclaratIOn and Plan of ActIOn callmg for specIfic actIOns toward negotIatIOn of a 
hemIsphere-wIde free trade area, or the Free Trade Area of the AmerIcas (FT AA) by 2005 
These developments have greatly Improved Central Amenca's prospects for accelerated 
economIC growth at levels sufficIent to have a major Impact upon the regIOn's poverty levels 
Greater access to hemIspherIc markets wIll mcrease the demand for Central AmerIca's output, 
resultmg m expanded employment opportumtIes and mcreased mcomes of the poor 

However, thIS movement toward hemlsphenc mtegratIOn also presents Central Amenca 
WIth two major challenges FIrst, the regIon must make the necessary adjustments m ItS trade, 
mvestment, enVIronment and labor polIcy regImes m order to satIsfy the ehgibillty reqUIrements 
for partIcIpatIOn m free trade agreements (FTAs) to gam Increased access to hemISpherIc 
markets Second, Central Amenca must contmue to Improve the operatIOnal effiCIency of ItS 
economy, enablIng It to compete m outSIde markets once greater access IS achIeved A key 
part, therefore, of the development challenge for Central AmerIca IS to 1) Improve ItS trade, 
mvestment, and labor polIcy framework to achIeve the ehglblhty reqUIrements for hemIspherIc 
FT As and thus gam permanent and effectIve access to outSIde markets, and 2) to enhance Its 
abIlIty to compete In those markets, enablIng the regIOn to substantIally expand ItS output and 
mcrease employment and mcomes 

C ConstraInts to Increased Central AmerIcan PartICIpatIon m the HemIspherIc Economy 

Notwithstandmg recent gams In some areas, trade pohcy constramts, combmed WIth 
strong OPPOSItIon to trade pohcy reform efforts from certam sectors of the economy, contmue 
to Impede trade expansIOn outSIde the regIOn and thereby depress economIC growth rates 
reqUIred to reduce poverty In partIcular, the regIOn's tarIff reductIon process, after makmg 
dramatIC progress m the early 1990s, has stalled, wtth three countrIes recently makmg 
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mdlvldual decIsIons to modIfy theIr external tarIffs 2 ThIS IS m large part due to strong 
OpposItIOn from hIghly protected economIC sectors reluctant to face outsIde competItIOn 
Although the Central Amencan presIdents and Mmlsters of Economy have expressed theIr 
commItment to trade lIberalIzatIOn, theIr efforts are sporadIcally thwarted or delayed due to 
such OpposItIOn MoreOver, although a large number of Central Amencan publIc and pnvate 
sector leaders publIcly support free trade, many do so wIthout a sound understandmg of Just 
what IS reqUlred to qualIfy for access to free trade agreements and what IS needed to be able 
to compete 

Probably more restnctlve to Central Amenca's trade potential both wIthIn and outsIde 
of the regIOn are non-tarIff barrIers (NTBs) In partIcular, formal non-tarIff barrIers such as 
zoosamtary, phytosanitary and sanItary reqUlrements, techmcal product standards, source and 
on gIn rules, and IIcensmg and permIt reqUIrements are problematIc SInce they are often 
arbItrarIly Imposed m response to a perceIved unfaIr tradmg practIce (such as dumpmg) or are 
mefficiently admimstered Other "mformal" non-tarIff barrIers, such as onerous trade 
documentatIOn reqUIrements, corrupt and mefficlent customs admimstratIOn/valuatIOn 
procedures, and changeable border crossmg procedures, also restrIct trade expanSIOn m the 
regIOn 

ExpanSIOn of Central Amencan trade m hemisphenc and global markets to the extent 
reqUIred to achIeve sustamed high rates of economIC growth and to reduce poverty depends 
upon Increases m natIOnal, regIOnal and foreIgn pnvate mvestment to stImulate pnvate sector 
development Smce mcreased pnvate sector development wIll lead to an mcreased number of 
busmesses and therefore a greater demand for labor, If new mvestment can be attracted to the 
regIOn, m the medIUm term wages wIll mcrease and regIOnal poverty levels WIll be reduced 
Greater mvestment m the regIOn, however, IS constramed by problems WIth the regIOn's 
mvestment pohcy framework, cumbersome mvestment regIstratIOn processes and unclear 
dIspute resolutIOn procedures, among other factors 

Another area of Importance relates to madequate protectIOn of mtellectual property 
nghts (lPR) , which dIscourages mvestment m certam areas prone to patent, copynght and 
trademark mfrmgements DefiCIent IPR protectIon constrams the free flow of new technology 
and know-how reqUIred for sustamable development, and mcreases the nsk to consumers from 
the dangers of counterfeIt products such as medicmes, processed foods, and vehIcle parts 

One of the major constramts to Improved eqUIty m the regIOn IS the madequate 

2 EI Salvador has Just Initiated a new program to gradually lower nommal tariff rates to SIX percent over four 
years Guatemala temporarily compressed ItS tariff structure from the 5-20 percent Central Amencan external 
tariff range to a 10 percent umform tariff, and then returned to the 5-20 range Costa RIca has raised ItS external 
tariff rates by 8 percent, changmg ItS external tariff band to 13-28 percent 
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partIcIpatIOn of the labor sector In the economIC growth process EffectIve partIcIpatIOn IS 
constramed by overly complex and unenforceable labor codes that do not provIde protectIon 
of internatIonally recogmzed worker rIghts and by lack of knowledge of the changes reqUIred 
In the productIve process to partIcIpate more fully In the world economy Although labor 
codes In several Central AmerIcan countrIes ha\'e been Improved recently to Incorporate basIc 
rIghts of workers, including the rIght to organIze the rIght to bargain collectIvely, the rIght to 
obtain the minImUm wage, and prohIbItIons against forced and chIld labor enforcement 
remainS serIously lacking 

The polIcy defiCIencIes desCrIbed above serIously lImIt Central AmerIca's external 
competItIveness and thereby restram ItS abIlIty to take advantage of Increased access to outSIde 
markets Probably Just as Important, at least over the medIum term, such defiCIencIes also 
Impede Central AmerIca s abIlIty to qualIfy for expanded access to these new regIOnal markets 
The negotIatIOn and ImplementatIOn of free trade agreements wIth external trading partners \\-111 
reqUIre that the natIOns of the regIOn guarantee adequate protectIOn for foreIgn Investment 
Intellectual property rIghts, and InternatIOnally-recogmzed workers rIghts Also, as Central 
AmerIcan natIons enter Into FT As, they wIll be reqUIred to dIsmantle eXIsting tarIff and non
tarIff trade barrIers wIth FT A members, and from an economIC perspectIve, as Central 
AmerIcan countrIes JOin FTAs, In order to prevent ineffiCIent trade dIverSIOn from the rest of 
the world to FT A members, further trade lIberalIzatIOn WIll be reqUIred to lower the common 
external tarIff applIcable to external goods from non-FT A members 

D Current Pohcy Framework 

The Improvements reqUired In Central AmerIca's current polIcy framework, In order to 
achIeve both the ehgibIlIty and the abIlIty to compete In expanded hemIspherIC markets, closely 
follow many of the polIcy reforms reqUIred by NAFT A as well as those promoted by the 
SummIt of the AmerIcas process To reach the FTAA goal by 2005, the SummIt Plan of 
ActIOn outlines speCIfic trade polIcy reforms that are prereqUIsItes to freer trade In the Western 
HemIsphere These Include 1) the reductIon of tarIff and non-tarIff bamers to trade, 2) the 
protectIon of Investment and Intellectual property nghts, 3) full and rapId ImplementatIOn of 
the Uruguay Round of the GATT, 4) promotIon of internatIonally recogmzed workers rIghts, 
5) promotIOn of envIronmentally-sustainable trade and 6) support for GATT-consIstent, trade
creating, sub-regIOnal economIC integratIon 

Central Amenca has demonstrated Its mterest m and commItment to becommg part of 
the Free Trade Area of the Amencas not only through slgrung the declaratIons of the SummIt 
of the Amencas and proposmg and securmg the approval of CONCAUSA (whIch emphasIzes 
that trade promotIOn IS an mtegral part of sustainable development), but also through 
declaratIOns made m Central Amencan preSIdentIal SummIts, In whIch they have reaffirmed 
theIr mtention to negotIate future free trade agreements as a block and to support outward
onented regIonal economIC mtegration 
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BeSIdes publIcly declanng theIr mterest m and commItment to free trade, the Central 
Amencan governments have made noted progress m recent years toward Imprm mg theIr trade 
regImes withm the context of overall economIC reform programs Begmnmg m the mId-1980s 
countnes m Central Amenca began to Implement economIC polICIes deSIgned to lIberalIze the 
economy mcludmg tanff reductIOns elImmatIOn of controls on pnces and mterest rates, 
establIshment of freer exchange rate regImes, tax reforms, more responsIble fiscal and monetary 
polICIes and prIVatlzatIOn of state-owned assets In certam key sectors (A detatled descnptIOn 
of the regIOn's trade lIberalIzatIOn efforts IS found In Annex I) 

GIven the regIOn's Increased mterest m and publIcly stated comrmtment to partICIpatIng 
m hemlsphenc FT As, and Its Improved economIC polIcy performance over recent years, Central 
Amenca appears to be correctly pOSItIOned to take full advantage of the opportunItIes of 
expandmg hemisphenc markets However, these opportunItIes wIll be mIssed unless the 
regIOn's trade, mvestment, and labor polICIes are further upgraded to enable Central Amenca 
to first qualIfy for expanded access to outSIde markets, and then to compete m those markets 

E Project Goal and Purpose 

The goal of the RegIOnal Trade Pohcy project IS to mcrease Central Amencan 
partICIpatIOn m the hemisphenc economy ThIS WIll be accomplIshed by Increasmg regIOnal 
preparedness for partICIpatIOn m free trade agreements, whIch IS the prOject purpose Further 
efforts by Central Amencan countnes toward regIOnal economIC IntegratIOn WIll also be 
supported to the extent that they are onented toward mtegratlon of the regIOn mto the 
hemlsphenc economy and mcrease regIOnal readmess for partICIpatIOn m free trade agreements 

The RegIOnal Trade Pohcy Project IS deSIgned to promote sustamable growth WIth 
eqUity m the regIOn by supportmg Central Amenca's efforts to accelerate ItS mtegratIon mto 
hemlsphenc and global markets The project WIll support actIVItIes WhIch both 1) contnbute 
to the achIevement of the elIgIbIlIty reqUIrements for partICIpatIon m FT As resultmg m 
expanded access to outSIde markets, and 2) enhance the regIOn's external competitIveness to 
permIt It to take advantage of that expanded access 

F Project Components 

The RegIOnal Trade Pohcy Project IS made up of four mter-related components focused 
on poltcy reform and poltcy ImplementatIOn In consultatIOn WIth the bIlateral USAIDs and 
embaSSIes, other US Government agenCIes, the Central Amencan MInIsters of Economy, 
EconomIC Cabmet members, and other development partners, the MISSIon has IdentIfied four 
mitial polIcy areas of focus, whIch are cntical for preparmg the regIOn for partICIpatIon m free 
trade agreements, are senous constramts to future growth, are not bemg adequately addressed 
through other mechanIsms and are appropnately addressed at a regIOnal level 
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These four pohcy areas make up the four substantIve project components of the 
RegIonal Trade Pohcy Project They are 1) protectIOn of mtellectual property nghts, 2) 
enhanced partIcIpatIOn of labor m the benefits of growth, 3) Improvement m the mvestment 
polIcy framework and 4) trade polIcy lIberalIzatIOn In addItIOn to these specIfic areas of 
focus, funds are also provIded under the trade lIberalIzatIOn component to allo\\! qUIck response 
to emergmg targets of opportumty supportmg the regIOn's preparedness to partICIpate m free 
trade agreements, gIven the flUId nature of regIOnal trade polIcy developments and the evolvmg 
nature of free trade agreement readmess cntena 

A fifth area of great Importance for sustamable economIC growth and preparatIOn for 
partICIpatIOn m free trade agreements IS the regIOnal polIcy framework for envIronmental 
protectIOn ThIS area IS bemg addressed through USAID/G-CAP's regIOnal envIronmental 
project (PROARCA) whIch speCIfically entaIls the ImplementatIOn of envIronmental 
agreements establIshed m the CONCAUSA accord 

In addItIOn to the four RegIOnal Trade Pohcy Project components, funds are also 
mcluded for momtormg, evaluatIOn and project management FollOWIng IS a descnption of 
each component of the RegIOnal Trade Pohcy Project 

Component 1 ProtectIOn of Intellectual Property Rights 

The adequate protectIOn of Intellectual property nghts IS cntIcal for effectIve 
partICIpatIOn In FT As, both from the perspectIve of satIsfyIng ehgibillty reqUIrements to enter 
FT As and In order to enhance the regIOn's abIlIty to compete In new markets opened by FT As 
DemonstratIng ItS Importance, a chapter In NAFTA IS dedIcated to Intellectual property nghts 
and the Uruguay Round of the GATT also Includes a sectIOn relatIng to Trade-Related Aspects 
of Intellectual Property (TRIPS) In addItIon to beIng a key steppIng stone to enter Into a free 
trade agreement, more effectIve protectIOn of Intellectual property nghts also WIll enhance the 
development of local Industry, contnbutIng to sustaIned economIC growth In the regIOn 
RecogmzIng ItS Importance to regIOnal econo IC development, In November of 1994 four of 
the SIX Central Amencan countnes appro\ ~d a new Central Amencan ConventIon on 
Trademarks, whIch proVIdes world-class trademark protectIon, and Imtlal dIScussIons are beIng 
held on the neceSSIty of draftIng Central Amencan conventIOns on patents and copynghts as 
well 

A USAID/G-CAP assessment done durmg 199411995 (a summary of whIch IS In Annex 
F) demonstrated that the degree of mtellectual property nghts protectIOn varIes WIdely among 
the Central Amencan countrIes A common factor, however, IS that all countnes reqUIre 
Improvements m their legIslatIve framework and m theIr enforcement capacity m order to meet 
world-class Intellectual property nghts protectIOn standards, as establIshed by NAFT A and 
TRIPS ThIS project component, therefore, Will focus on polIcy reform actiVitIes, buddIng 
consensus for change and pohcy ImplementatIOn and enforcement 
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Pohcy reform activIties under thIS project component wIll focus on draftmg model 
Central Amencan conventIOns covenng patent and copynght protectIOn (a Central Amencan 
ConventIOn on Trademarks already eXIsts), and dOIng targeted analyses and provIdIng techmcal 
aSSIstance where reqUIred to determIne the areas where legIslatIOn needs to be modIfied to meet 
InternatIOnal standards When requested, the project ""Ill provIde targeted technIcal aSSIstance 
at the natIOnal level to explam reqUIred pohcv changes and proVIde comparatIve analyses of 
natIOnal legIslatIOn WIth proposed model regIOnal legIslatIOn, such as the Central Amencan 
ConventIOn on trademarks and the proposed Central AmerIcan ConventIOns on patents and 
copynghts 

In addItIOn to provIdIng aSSIstance m draftIng legIslatIOn, project actlvltles under thIS 
component WIll also Include the proVISIon of expert techmcal asSIstance and focused workshops 
to budd regIOnal and sub-regIOnal consensus on the reqUIred pohcy changes, SInce an 
obstacle to mtellectual property nghts reform m the past has often been mlsunderstandmg of 
ItS objectives and of ItS potentIal Impact DISSemInatIOn of cntical mformatIOn through natIOnal 
or regIOnal workshops and dlstnbutIOn of mtellectual property nghts (IPR) analyses or penodlc 
bulletInS to key regIOnal pubbc and pnvate sector actors WIll play an Important role m buddIng 
thIS consensus 

ActivItles under thIS component WIll focus not only on promotIng legislatIve reform at 
the regIOnal level and bUIldmg consensus for change, but also on Improvmg the applIcatIOn 
of the laws through upgradIng enforcement capaCIty m the regIOn, to the extent thIS can be 
done wlthm the constraInts of SectIOn 660 of the ForeIgn ASSIstance Act WIth some notable 
exceptIOns, capaCIty to enforce eXIstmg or new Intellectual property nghts legislatIOn at the 
natIOnal level IS weak Industnal property regIstrIes tend to be under-funded and understaffed, 
lackmg the eqUipment, phYSIcal space and techmcal capaCIty to effectively reVIew new patent 
and trademark applIcatIOns and to track pnor applIcatIOns 

Although mstltutional support for natIOnal registnes is beyond the scope of thiS project, 
there are certam mitlatIves that can be supported on a regIOnal basIS to improve overall 
enforcement capaCity These mclude analyzmg the feasIbIlIty of estabhshmg a regIOnal 
trademark regIstry (based on the new Central Amencan ConventIOn on Trademarks), provIdmg 
techmcal trammg to regIStry staff from more than one country to upgrade theIr skills and 
improve theIr effectIveness, and developmg standardIzed fees and procedures m the regIOn for 
the regIstratIOn of patents, trademarks and, where apphcable, copynghts 

ActiVItIes supportmg pohcy ImplementatIOn Will only proceed after the reqUiSIte pohcy 
reforms have been completed In the case of trademarks, for example, once the four countnes 
that have approved the Central Amencan Convention on Trademarks ratIfy It m theIr 
legIslatures, work can begm With theIr registnes on the ImplementatIOn of thIS Convention 
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Component 2 Enhancmg Labor ParticipatIon 

The protectiOn of mternatiOnally-recogmzed workers rIghts m the regiOn, WhICh IS a 
reqUIrement for partIcIpatiOn m a free trade agreement, IS dependent upon sound natIonal 
legIslatIve frameworks combmed wIth effectIve enforcement and knowledge of the law 
Several of the countrIes m the regiOn have been subject to a reVIew under the Generahzed 
System of Preferences (GSP) for alleged ViOlatiOns of mternatiOnally-recogmzed workers rIghts, 
defined as the rIght of assocIatIon the nght to organIze and bargam collectIvely, prohibItlon 
of forced or compulsory labor, mmimum age for the employment of chIldren and acceptable 
condItIons of work 

In addItIon to concerns about the protectiOn of workers rIghts m the regiOn, WhICh have 
threatened the WIthdrawal of trade preferences, there has also been concern over whether or 
not labor receIves ItS faIr share of the benefits of trade-based regIonal economIC growth 
Achlevmg major gams m the mcome levels of Central Amenca s poor IS cruCIal not only for 
sustamable development but also for the reductiOn of poverty and SOCIal mstabIlIty m the 
regIOn MexIco's expenence WIth the socIal unrest m the ChIapas regiOn, WhICh was explIcItly 
lmked mitIally to concerns about the effects ofNAFTA on the poor, make It espeCIally cntlcal 
to assure that the benefits from free trade are dIstrIbuted as eqUItably as possIble As Central 
America Improves ItS mternal economIC effiCIency and thereby enhances ItS abIlIty to compete 
m extra-regIOnal markets, expanded regIOnal output WIll mcrease the demand for the productIve 
use of labor, resultmg m greater employment and rugher mcome levels for the regiOn's poor 

Although certam labor Issues are more effectively addressed at the natIOnal level, 
RegIOnal Trade Pohcy Project actIvItIes under thIS component WIll work on those Issues for 
whIch there IS a comparatIve regIOnal advantage and whIch specIfically relate to estabhsrung 
a harmomzed and .:>lmphfied legal framework for labor m the regIOn and mcreasmg the 
partICIpatIOn of labor m readymg the regIOn for greater mtegratIOn mto the hemlsphenc 
economy A summary of the status of labor Issues m each country IS mcluded m Annex G 

PrOject actIvItIes related to harmoDlzmg and slmpbfymg key areas of the labor code 
WIll be based upon a study that IS currently bemg conducted at the request of the MImsters of 
Labor of Central Amenca, Behze and the Domimcan RepublIc 3 ThIS mltlal comparatIve 
analYSIS, whIch WIll examme labor codes and enforcement capaCIty m the regIon compared to 
mternatIOnal standards and the NAFT A SIde-agreement, was requested by the MmIsters for two 
reasons FIrst, they were concerned that the regIOn was not ready to fulfill eIther the legIslatIve 
or enforcement reqUirements for labor that had been mcluded m free trade agreements, such 

3 The DomlDlcan Repubhc and Behze are Included In the IDltlal basehne study because both MInisters of 
Labor are members of the Conference of Labor MIDlsters which requested thiS study 
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as NAFT A Smce they saw entermg mto a free trade agreement as a desIrable goal for labor 
stabIlIty and economIC growth In the regIOn, they wanted an analysIs that could help them 
IdentIfy regIOnal weaknesses In terms of both legIslatIOn and enforcement capaCIty Second, 
they were concerned that dIfferences m the labor codes among countrIes, especIally as tney 
related to free trade zones, were contrIbuting to "country-hopping" m the regIon bv regIOnal 
and foreIgn mvestors, leadmg to employment mstabIlIty and a search for the lowest protectIOn 
of workers fIghts 

ThIS analYSIS WIll serve two functIOns, provIdmg the baSIS for future project actIVItIes 
related to labor code harmOnIZatIOn and SImplIficatIon and servmg as an InItIal plan of actIOn 
for labor mmistrIeS m Improvmg orgamzatIOnal structure, operatIOnal effiCIency and 
enforcement of the labor code Concurrently, regIOnal labor organIzatIOns are conductmg theIr 
own analysIs of natIonal labor codes (With support from the AmerIcan InstItute for Free Labor 
Development (AIFLD» to develop recommendatIOns on areas of the codes that could be 
harmOnIzed and SImplIfied Both analyses wIll be dissemmated Widely m the regIon to 
encourage dIalogue and consensus-bUIldmg among the dIfferent sectors 

RegIOnal Trade PolIcy Project actIVItIes related to labor code harmOnIZatIOn and 
SImplIficatIOn WIll mclude regIOnal workshops to encourage dIScussIon among labor, 
government and the pnvate sector of the baselme labor code and enforcement analYSIS as well 
as other consensus bUIldmg actIVIties deSIgned to lead to a regIOnal proposal of areas of 
natIOnal labor codes that could be harmOnIzed and SImplIfied It IS Important to note that the 
goal of these actIVItIes IS not labor code standardIzatIOn, Since the Mmlsters recognIze that IS 
ImpOSSIble gIven dIfferent polItIcal and economIC CIrcumstances m each country, but to 
harmomze and SImplIfy codes to Improve labor mobIlIty, faCIlItate labor code complIance and 
enforcement and ensure adequate protectIon of workers nghts m all countrIes m the regIOn 4 

SpeCIfic areas of the codes that could be harmoruzed and SImplIfied Will be determmed 
through the baselme analyses currently bemg conducted, but could mclude estabhshmg a legal 
enVIronment m whIch unIOns can operate effectIvely by makmg unIon regIstratIon procedures 
eaSIer and more SImIlar across the regIOn and estabhshmg SImIlar rules regardmg the dIsmIssal 
of workers Areas for harmoruzatIon would tend to focus on mternatIOnally-recogruzed 
workers nghts, such as the rIght of free asSOCIatIOn, the rIght to collectIve bargammg and 
prohIbItIOns agamst diSCrImmatIOn and forced labor, and not mclude labor norms, such as 
wages, benefits and hours, WhICh are best determmed at the natIOnal level m accordance With 

4 There l.S a subtle but l.mportant dl.stl.nctl.on between the 
concepts of harmonl.zatl.on and standardl.zatl.on as they relate to the 
labor codes Harmonl.zatl.on would allow, for example, the 
establl.shment of a regl.onal ml.nl.mum, wl.th each country free to use 
the ml.nl.mum requl.rement or to exceed l.t, whl.le standardl.zatl.on 
would requl.re exactly the same regulatl.ons 
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the country's level of development 

Although specIfic proposals for changes In natIonal legIslatIOn wIll need to be done at 
the natIOnal level, the RegIOnal Trade PolIcy Project could also support addItional technIcal 
analyses as reqUIred to explore the effects of changIng certaIn parts of natIOnal labor codes on 
regIOnal economIC growth and competitIveness 

Enhancmg labor's partICIpatIOn In the regIOnal economy wIll be achIeved by enablIng 
labor to be a fuller partICIpant In dialogue on regIOnal Issues through regIOnal workshops and 
natIOnal semInars to dISCUSS the relatIOnshIp between Increased trade and better wages, labor 
reallocatIOn, levels of competItIveness and prodUCtIVIty reqUIred to succeed m the hemisphenc 
marketplace, InternatIOnally recogmzed workers nghts and theIr relatIOnshIp to trade 
preferences, and models of labor-management cooperatIOn that contnbute to both mcreased 
productIVIty and wages Dependmg on the tOpICS that are covered, workshops could be 
deSIgned for separate groups of labor and management or for a mIxed group The goal of the 
semmars would be to Increase regIOnal understandmg of these Issues across sectors and 
encourage an open dialogue 

In encouragmg greater regIOnal dialogue on labor Issues among labor, the pnvate sector 
and government, USAID wIll work closely WIth the Interamencan Development Bank and ItS 
Multilateral Investment Fund, whIch has begun supportmg regIOnal labor-management 
conferences to foster mcreased mter-sectoral cooperatIOn 

Component 3 Investment PolIcy Framework 

A prereqUISIte for entenng mto a free trade agreement and for attractIng suffiCIent 
Investment to assure sustaIned economIC growth IS an adequate Investment polIcy framework 
Central AmerIcan countrIes vary Widely In the way Investment IS treated, WIth some countnes 
haVIng an Investment code and others not DespIte the fact that some countrIes have acceded 
to InternatIOnal conventIOns govermng Investment dIspute resolutIOn, all lack an adequate and 
functIOnIng Investment dispute resQlution system Many countrIes are also plagued by 
problems In the Investor regIstratIOn process where It can take as long as a year to regIster a 
foreIgn Investment compared to a few weeks for a natIOnal Investors, and In the faCIlItatIon of 
the extenSIOn of work permlts and VISas to foreIgners A matrIX shOWIng the current status 
of Central Amencan countnes' Investment pohcy framework IS proVIded m Annex H 

One of the first actIVItIes under thIS component of the RegIOnal Trade Pohcy Project 
WIll be a baselIne study of the lDvestment policy framework In each country, covenng five 
major areas The study Will analyze the extent to whIch each county has eIther through 
legIslatIOn or In practIce 1) afforded natIOnal or most favored natIon treatment to all Investors, 
2) estabhshed an adequate mvestor dIspute resolutIon system, 3) elImInated performance 
reqUIrements, 4) allowed Investment related transfers of profits, capItal, royaltIes and fees, and 
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5) put m place mternatIOnal law standards for expropnatIOn ""hlch provide for prompt, 
adequate and effective compensatIon As m the case of the labor code analYSIS thiS study wIll 
not only Identify regional weaknesses m legIslatIOn and enforcement m the mvestment polIcy 
framework, but Illustrate where dIfferences can be reduced to provide more umform protectIOn 
regIon-wIde (and dIscourage "country-hoppmg") 

The results of thIS baselIne study WIll then be used to determme the most effectIve and 
necessary project mterventlOns For example, the study would IdentIfy whether a reglOnal 
model mvestment code was reqUIred, If changes m Investment regIstratIOn were needed to 
ehmmate barrIers to mcreased natIOnal and foreIgn mvestment, or whether further aSSIstance 
was reqUIred m developmg regIOnal arbItratIOn and mvestment dIspute resolutIOn mechanIsms 
In general, project actIvItIes under thiS component wIll focus on technIcal aSSIstance for polIcy 
reform and changes m regulatory procedures at the regIOnal level that lead to Improvements 
m the mvestment pohcy framework 

Component 4 Trade LiberalIzatIon 

One of the most essentIal reqUIrements for partICIpatIOn m a free trade agreement IS a 
reductIOn m tanff and non-tarIff barrIers Up untIl recently, WIth a few exceptIOns, Central 
AmerIca had a UnIform external tarIff of 5-20% Recent changes by EI Salvador, Costa Rica 
and Guatemala have modified thIS range, With EI Salvador lowermg the floor of the tarIff band 
to 1 % for capItal goods whIle Costa Rica "temporarIly" mcreased external tarIffs to 13-28% 
m late March 1995 Trade withm the regIon IS generally free and not subject to tarIffs, WIth 
the exceptIOn of certam senSItIve products, such as coffee, sugar, petroleum products, alcoholIc 
beverages, tobacco and wheat flour 

Formal non-tarIff barrIers, however, such as zoosarutary, phytosanitary and sanItary 
reqUirements, techmcal product standards, source and OrIgm rules, and lIcensmg and permIt 
reqUIrements, are problematic smce they are often arbitranly Imposed m response to a 
perceIved unfaIr tradmg practice, such as dumpmg or are mefficiently admInIstered Although 
some countnes have adopted GATT-consIstent safeguards and countervaIlmg duties legIslatIOn, 
the applIcatIOn of thIs legIslatIon IS often complIcated by lack of technIcal expertIse m 
determmmg If unfaIr tradmg practIces have occurred and how these procedures can be used 

There are other "mformal" non-tarIff barrIers, such as onerous trade documentatlOn 
reqUirements, corrupt and mefficient customs admInIstratIOn and valuatIOn procedures, and 
unclear or changeable border crossmg procedures, that also restrIct trade expanslOn Some of 
these Issues are already bemg addressed m some countnes at the natIonal level, eIther WIth 
USAID or other donor funds Others, such as border crossmg procedures, are bemg addressed 
m regIOnal fora A summary of trade hberalIzation efforts by country IS attached m Annex I 

The ReglOnal Trade Pohcy Project Will focus on actIVItIes for whIch there IS broad 
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regIOnal or sub-regIOnal support for pohcy change GIven the senous constramts to both mtra 
and extra-regIOnal trade posed by non-tanff barners, project mterventIOns WIll tend to focus 
on crIttcal non-tanff barners and WIll emphasIze makmg regIonal legIslatIOn consIstent WIth 
GATT standards ThIS component WIll mclude fundmg as well to address other key regIOnal 
targets of opportumty supportmg trade-polIcy reforms Many of the areas to be mcluded 
under the trade lIberahzation component WIll need to be IdentIfied as the regIOn develops a 
consensus on prIonty areas of common actIOn and as the read mess cntena for entenng mto the 
FT AA are clarIfied ActIvItIes to be funded under thIS component WIll meet the followmg 
CrItena 

1) they WIll have a clear regIOnal or sub-regIOnal focus, 

2) they WIll be focused on trade-related pohcy reforms whIch contnbute to the 
regIOn's readmess to partICIpate m free trade agreements, and 

3) they wIll promote GATT-consIstent reforms 

Examples of actIVItIes WhIch could be funded under thIs component are provldmg expert 
techmcal assIstance to estabhsh unIform regIOnal phytosamtary reqUIrements, to Improve 
customs valuatIOn procedures or to develop unIform trade documentatIOn for both exports and 
Imports Other useful analyses, such as the Impact on the regIonal economy of lowenng the 
external tarIff band or conductmg a regIOnal study of non-tarIff barrIers as compared to what 
IS permItted under GATT, may also be mcluded Also, actIVItIes contributmg to the completIOn 
of ImmedIate actIOn agenda Items resultmg from the upcommg Trade Mlmstenal meetmg m 
June could be conSIdered under thIs component 

G RelatIonshIp to StrategIc ObJectIve 

The goal of the RegIOnal Trade Pollcy Project IS IdentIcal to the MISSIon's strategIC 
ObjectIve, whIch IS to mcrease Central Amencan partICIpatIOn m the hemlsphenc economy 
The RegIOnal Trade PolIcy Project WIll be the mam mechanIsm for reachmg thIS strategIC 
obJectIve, WIth support from the regIOnal envIronmental project, PROARCA PROARCA WIll 
contnbute to achIevement of the strategIC ObjectIve through support for harmomzmg and 
upgradmg envIronmental legIslatIOn to meet the standards reqUIred for partICIpatIon In a free 
trade agreement 

A summary of the strategIC ObjectIve, program outputs, strategIC ObjectIve IndIcators and 
projects contnbutIng to the strategIC objectIve IS shown In Table 1 The strategIC ObjectIve 
framework IS dIscussed In greater detaIl m SectIon III of the project paper, DefimtIOn of 
Success 
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TABLE 1 

StrategIc ObjectIve (Project Goal) 

Increased Central Amencan PamclpatlOn In the Hemlsphenc Economy 

Performance IndIcators (Project Goal Indicators) 

• Increase m Central Amencan exports to the Western HeIIDsphere as a percentage of GDP from 15 7 % m 1993 
to 185% m 2000 

• Increase m composite score on readmess mdlcators (developed by the Institute for InternatIOnal Economics) 
from 27m 1992 to 34m 2000 

Program Outputs (PrOject Purpose) 

Increase reglonal preparedness for pamczpatzon zn free trade agreements 

Trade Pohcy Framework ConsIStent Market-orIented Pohcles SupportIve of Pohcy and InstJtutlonal 
WIth RequJI"ements for Free Trade Freer Intra-regIOnal Trade Framework that Facilitates 
Agreement AccessIOn Greater Labor PartICIpation m 

the Benefits of Growth 

Program Output Indicators (Project EOPS) 

• Increase In number of countrIes that 
have negotiated and Implemented 
bIlateral Investment treaties With the 
U S from 0 m 1993 to 6 In 2000 

• mcrease m number of countrIes that 
have negotiated and tmplemented a 
bIlateral mtellectual property nghts 
treaty With the U S from 0 m 1994 
to 6 In 2000 

• Increase m percentage of harmom 
zatlon of environmental legislation 
In key areas from 0% m 1995 to 
100% m 2000 

Regional Trade Policy Project 

• Increase m mtra-reglonal trade as a 
percentage of GDP from 3 3 % m 
1993 to 4 0% 10 2000 

• reductIon m number of product 
categones not elIgible for mtra
regIOnal trade from 11 m 1993 to 8 
m2000 

• mcrease 10 percent of harmomzatlOn 
of labor codes m the region from 
0% 10 1993 to 100% 10 2000 
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II Plan of Action 

The ReglOnal Trade PolIcy Project IS a $5 245 million five vear project that will be 
Implemented b} a range of publIc and pnvate sector mstltutlOns All project funds will be 
obligated through a HB 3 agreement with the Mmlsters of Economy of Costa Rica, El 
Salvador, Guatemala, Honduras, Nicaragua and Panama It IS expected that all of the MInIsters 
WIll SIgn the agreement To faCIlItate project ImplementatlOn, the MInIsters Will desIgnate one 
representatIve who wIll serve as the lIaison wIth the MisslOn on routine admmistratIve and 
techrucal project Issues At least semI-annual meetmgs WIll be held wIth the Vlce-Mmlsters 
of Economy to mOnItor project progress and ratIfy the proJect's strategIc focus 

PrOject components will be phased m as fundmg becomes aVailable, begInnmg wIth the 
mtellectual property nghts component, and followed by the labor partlcipatlOn, Investment 
polIcy framework and trade IIberalizatlOn components Project actIVItIes WIll be Implemented 
through a PASA wIth the Patent and Trademark Office, a contract for a reglOnal economIst and 
other agreements and contracts awarded through an open and competItIve process The P ASA 
WIll support the ImplementatlOn of part of the Intellectual property nghts component, wIth the 
award of contracts or grants to U S or regional InstitutlOns WIth expertIse In the varlOUS pollcy 
areas WIll support the ImplementatlOn of the remamder of the project A reglOnal economIst 
WIll proVIde techmcal support to all pohcy components 

The chart below outlines the project structure 

Intellectual Property 
Rights 

PASA HB 13 
WIth PTO Agreement 

or contract 
With 
regIOnal or 
US 
instItutIOn 

Regional Trade Policy Project 

HB 3 Agreement WIth 
Mlmsters of Economy 

Labor 
PartICIpatIOn 

HB13 
Agreement 
With regIOnal 
or US 
consortium 

Investment Trade 
Pohcy LiberalIzatlOn 

Framework 

Contract Grant 
\Of Ith agreement 
regIOnal or With US or 
US regIOnal 
lDstltutIOn lDstltutIOn 

Page 17 



RegIOnal Trade Pohcy Project 

Followmg IS a deSCrIptIOn for each project component of how the actIvItIes wIll be 
Implemented, the role of the Implementmg mstItutIOns and the role of US AID (USAID/G-CAP, 
bIlateral MIssIOns and USAID/W) 

A ProtectIOn of Intellectual Property RIghts Component 

The protectIOn of mtellectual property fIghts project component WIll be Implemented 
through a P ASA wIth the Patents and Trademarks Office of the Department of Commerce and 
a HB 13 agreement or contract that WIll be competitively awarded to a qualIfied U S or 
regIOnal mstitutIOn 

The PASA WIth the Patents and Trademarks Office (PTO) WIll buIld upon the work 
begun by the PTO m the regIOn m 1994 and 1995, durmg whIch they conducted an mitIal 
assessment of the patent and trademark enforcement capaCIty m the regIOn and collaborated 
on natIOnal mtellectual property rIghts semmars throughout the regIon The Patent and 
Trademark Office has recogmzed experts m patent and trademark legIslatIOn standards and 
practIcal experIence of applymg legIslatIOn as well They also have proVIded techmcal 
aSSIstance and trammg to MeXICO as part of the NAFT A to upgrade theIr capaCIty to protect 
mtellectual property rIghts 

GIven the mandate of the PTO to work WIth USAID to Improve mtellectual property 
rIghts protectIOn throughout the developmg world, aSSIgned m the Jobs Through Trade 
ExpanSIOn Act of 1994, the PTO IS Ideally sUlted to aSSIst the regIOn m upgradmg the 
protectIOn of mdustrIal property Through theIr lmks to U S COPYrIght aSSOCiatIOns, they WIll 
also be able to proVIde expert techmcal asSIstance and trammg m thIS area as well 

In order to draft new model regIOnal agreements on patents and copynghts and prOVIde 
targeted techmcal aSSIstance related to legIslatIve reform, a HB 13 agreement or contract wIll 
be awarded to a qualIfied regIonal or U S mstitutIOn WIth extenSIve expenence m mtellectual 
property rIghts (IPR) legIslatIOn and knowledge of the regIOnal legIslatIve framework The 
agreement or contract wIll be awarded on the basIS of an open and competItive process, 
managed by USAID/G-CAP 

USAID/G-CAP Will prOVIde techmcal gUIdance to the PTO and to the grantee or 
contractor, and Will momtor the actIVIties under tills component to ensure that the results are 
bemg reached If the results are not bemg achIeved, USAID/G-CAP wIll work With the PTO 
and the contractor or grantee to alter the methodology bemg used and reonent proJ ect actiVIties 

Other USAID MISSIons m the regIOn WIll prOVIde technIcal adVIce to USAID/G-CAP 
m planrung project actiVIties that mvolve partICIpatIon from the countrIes they are workmg m 
and Will be consulted prIor to begmmng any actIVIty mvolvmg partICIpants from that country 
Based on such consultatIOns, bIlateral EmbasSIes Will also be kept mformed of IPR actIVItIes, 
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smce they generally playa key role m momtormg host country complIance wIth mternatIOnal 
IPR standards 

Due to the mterest m IPR Issues USAID/W and the Department of State (ARAIECP) 
WIll be kept mformed of project actIVItIes and specIfically of results bemg achIeved to Improve 
regIOnal mtellectual property rIghts protectIOn As necessary, USAID/G-CAP through 
USAID/W WIll keep the Umted States Trade RepresentatIve s Office (USTR) mformed of 
regIOnal mtellectual property rIghts project activItles, smce USTR IS the lead mstItutIOn for the 
negotIatIOn of free trade agreements and IS dIrectly mvolved m the negotiatIOn of bIlateral 
mtellectual property rIghts treatIes 

B Enhancmg PartICIpatIon of Labor Component 

The labor partICIpatIOn component WIll be Implemented through a HB 13 agreement that 
IS openly competed and competItIvely awarded by USAID/G-CAP Because the actIVItIes 
under thIS component WIll mvolve both expert technIcal assIstance as well as consensus 
bUIldmg through workshops and semInars, It IS hkely that thIS agreement WIll mvolve a 
consortIUm of InstItutIOns, such as a regIOnal InstItutIon to coordmate the workshops and a 
technIcally-based US or regIOnal mstitutIOn WIth expertIse In labor codes and mternatIOnally 
recogmzed workers rIghts ThIS consortIUm would Ideally mvolve the prIvate and labor sectors, 
to assure maXImum representatIOn of and access to key players 

Smce the development of actIVItIes under tills component WIll reqUIre careful 
management and an abIlIty to assess whIch approaches would be most successful, based on 
knowledge of the regIon and the needs of the varIOUS sectors Involved, the InstItutIOn or 
InstItutIOns that Implement thIS component Will need to have sIgmficant experIence In labor 
Issues and a sound knowledge of the regIOn Because the actIVItIes wIll need to be adjusted 
based on changIng polItIcal cucumstances, the grant Will be deSIgned to focus on the 
achIevement of results that can be penodlcally momtored, rather than the proVISIon of a certam 
quantIty of semInars or person-months of technIcal asSIstance 

USAID/G-CAP Will prOVIde technIcal supervlSlon for project actIVItIes and momtor 
results, but Will not play a illgh profile role under thIS component due to ItS senSItIve nature 
For recommendatIOns emanatIng from project actIVItIes to be taken Into account by regIOnal 
leaders or for actIVItIes promotIng regIonal dIalogue to have an Impact, thIS component wIll 
have to be seen as duectly respondIng to regIOnal needs as IdentIfied by the varIOUS sectors m 
the regIOn and not as solely respondmg to U S foreIgn polIcy mterests 

As m the case of the mtellectual property rIghts component, bIlateral USAID MISSIons 
and EmbaSSIes Will be consulted and mformed of project actIVItIes and of results, partIcularly 
as they relate to host country mstitutIOns 
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USAID/W wIll be kept mformed of project actIvIties, and wIll provIde perIOdIC support 
to the MISSIOn through the Global Bureau Democracv Center to keep the MIssIon updated of 
mnovative approaches bemg trIed m other parts of the world and of successful actIvItIes 
elsewhere that could be used as a model Smce USAID support for labor code harmOnIZatIOn 
and mcreasmg labor s partIcIpatIOn m regIOnal polIcy dIalogue IS a relatlveh ne\\- actIvIty the 
Global Bureau \\111 be relIed upon for current mformatIOn not only relatmg to other USAID 
activItIes but also of donors or practItIOners m other parts of the world 

C Improvement of the Investment Pollcy Framework Component 

ThIS component wIll be Implemented through a competItively awarded contract wIth a 
U S or regIOnal mstitutIOn wIth expertIse m Improvement of the mvestment pohcy framework 
The contractor WIll conduct an mitIal baselIne analysIs and then use that analysIs wIth 
USAID/G-CAP to IdentIfy and Implement follow-on actIvItIes 

USAID/G-CAP WIll provIde technIcal supervISIon of project actIvItIes and mOnItor 
project results Based on the mitIal baselIne analysIs, USAID/G-CAP WIll determme how 
follow-on assIstance should be targeted and Implemented, m close consultatIOn wIth bIlateral 
USAID MIssIOns and the MinIstnes of Economy BIlateral MIssIons and U S EmbaSSIes WIll 
be consulted about the development of project actIvItIes and kept mformed of theIr results, 
smce many MIssIOns are workmg or have worked on mvestment polIcy framework Issues and 
EmbaSSIes track and promote changes m the mvestment polIcy framework 

USAID/W wIll be kept mformed of project actIvIties and WIll let USTR know of the 
results of project actIvIties, smce project actIvItIes may have a dIrect result on Improvmg a 
country's preparedness for the negotiatIon of a bIlateral mvestment treaty WIth USTR 

D Trade LIberalIzation Component 

The trade lIberalIzatIOn component WIll be Implemented through a grant WIth a regIOnal 
or U S mstltutlon selected through an open and competItIve process Smce actIvItIes under 
thIS component wIll respond to targets of opportunIty as they present themselves, the mstitutIOn 
that IS selected to Implement thIs component must have the capaCIty to rapIdly access expertIse 
m a WIde range of fields, such as phytosamtary reqwrements, rules of ongm, safeguards, 
countervaIlmg dutIes, and trade documentatIOn The mstitutIOn also must have extenSIve 
famiharity WIth trade rules as defined m the Uruguay Round of the GATT 

Although actiVItIes under thIS component WIll focus mamly on techrucal asSIstance, a 
hmIted amount of trammg may also be prOVIded to famIharize key actors m the regIon (mamly 
trade negotIators and technIcal staff) WIth GATT and NAFTA standards on safeguards, 
countervaIlmg dutIes, rules of ongm and related trade measures The mstitutIon selected to 
prOVIde the technIcal asSIstance WIll also have the capaCIty to orgamze and prOVIde hIgh-level 
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trammg courses to small audIences 

USAID/G-CAP wIll work WIth the Mmistnes of Economy and the bIlateral USAID 
MISSIons to IdentIfy areas of focus and wIll prOVIde techmcal gUIdance to the grantee 
USAID/G-CAP WIll ensure the prO'.ISIOn of hIgh qualIty techmcal aSSIstance and aSSIst m the 
dissemmatIOn of the results of project research to bIlateral USAID MISSIOns and other 
mstItutIOns as appropnate US AI DIG-CAP WIll keep USAID/W mformed of project actIvltles 

E Support from a RegIOnal EconomIst 

To support ImplementatIOn of all four pohcy components, USAID/G-CAP WIll recrUIt 
a regIOnal economIst The regIOnal economIst wIll be selected through an open and 
competitIve process and wIll support the ImplementatIOn of the RegIOnal Trade Pohcy Project 
through the productIOn of trade pohcy analyses and the estabhshment of an m-house trade data 
momtormg system 

III DefimtIon of Success 

The RegIOnal Trade Pohcy Project wIll be the major mechanIsm for reachmg the MISSIOn's 
strategIC ObjectIve of Increased Central Amencan PartiCipatIOn m the Hemisphenc Economy 
The project Will contrIbute to, but not be solely responSible for, achievement of the MISSIOn's 
strategic ObjectIve, smce bIlateral US AID programs, other donor Imtlatlves and efforts of the 
mdlvldual countnes themselves wlll have a major Impact on and contnbute to mcreasmg the 
partIclpatlon of the regIOn m the hemIspherIC economy Project Impact as deSCrIbed below IS 
dependent upon ImplementatIon of all four project pohcy components If fundmg reductIOns 
make It ImpOSSible to fully obhgate the RegIOnal Trade Pohcy Project, the projected Impact 
and results WIll need to be adjusted accordmgly 

The degree of the regIOn's participatlon m the hemisphenc economy at the strategic ObjectIve 
level WIll be measured by two mdicators Central AmerIcan exports to the Western Hemisphere 
as a percentage of GDP and a compOSIte score on free trade agreement readmess mdicators 
Based on prOjectIOns of 1% annual growth m Central Amencan trade WIth the Western 
HemIsphere as a percentage of GDP, by the end of the project m 2000, the percentage should 
have mcreased to 18%, from a baselme of 15 7% In 1993 

SInce trade data alone IS InsuffiCient to show the degree of partiCipatIOn In the hemisphenc 
economy, a second IndIcator related to Central Amenca's readIness to participate In free trade 
agreements WIll also be momtored at the strategIC objective level ThiS mdlcator IS based on 
a methodology developed by the InstItute for InternatIOnal Economics The score IS based on 
a scale of 0 to 5, WIth 5 beIng the most ready for partICipatIon m a free trade agreement, and 
IS a compOSIte of objectIve and sUbjectIve scores on seven factors 1) pnce stabIlIty, 2) budget 
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discIplme 3) external debt, 4) currency stabIlIty, 5) market-onented polIcIes, 6) relIance on 
trade taxes and 7) functIOmng democracy 

By the end of the project, Central Amenca's average score should have nsen to 3 4, from a 
score of 27m 1992 Although RegIOnal Trade Polley Project actIvItIes wIll contnbute to the 
achIevement of thIS mdicator, project actIvItIes WIll not be solely responsIble, smce It IS 
estImated that they WIll only dIrectly contnbute to better scores m two of the seven areas 
(market-onented polICIes and rehance on trade taxes) As a pomt of reference, m 1992, the 
US receIved a score of 47, whIle MexIco receIved a score of 3 9 

A Intended Results 

At the program output level, by 2000 the RegIOnal Trade Pohcy Project wIll have 
dIrectly contnbuted to 1) the eXIstence of a trade pohcy framework conSIstent WIth that 
reqUIred for free trade agreement acceSSIOn, 2) development of market-Oriented pohcles 
SupportIve of freer mtra-regIOnal trade, and 3) promotIOn of an Improved pohcy and 
mstItutIOnal framework for labor 

1 Trade Pohcy Framework Consistent with ReqUirements for Free Trade 
Agreement AcceSSion 

By the end of the RegIOnal Trade Pohcy Project m 2000, the regIOn WIll have a trade 
pohcy framework that IS more conSIstent WIth that reqUIred for free trade agreement acceSSIOn 
ThIS WIll be demonstrated by the ratificatIOn and ImplementatIOn of Central Amencan 
ConventIOns on Trademarks, Copynghts and Patents provldmg world-class protectIon to 
mtellectual property nghts More countnes m the regIOn Will have ratified the Pans and Bern 
ConventIOns, and all Will have entered mto a bIlateral mtellectual property nghts treaty or ItS 
eqUIvalent WIth the U S Enforcement of mtellectual property nghts protectIOn wIll have been 
Improved eIther through the creatIon of a regIOnal mdustnal property registry or through gains 
m effiCiency 10 natIOnal reglstnes 

In addItIOn, all SIX Central Amencan countnes Will prOVIde natIOnal or most-favored 
natIon treatment for foreign mvestors and Will have an mvestment dIspute resolutIOn 
mechanIsm 10 place to faclhtate the arbItration of mvestment dIsputes Clear rules Will eXIst 
for the regIstration of new mvestment and the procedures WIll have been sImphfied and 
harmOnized across the regIon Non-tariff barners Will have been reduced and regIOnal 
standards conSIstent WIth GATT Will be 10 place to cover a number of trade measures, such 
as phytosanltary standards, trade documentation, countervaIhng dUties, and rules of ongm 
External tarIff barrIers Will also have been reduced, If not UnIfied mto a smgle tarIff 

Although the RegIOnal Trade Pohcy Project Will not duectly address envuonmental 
Issues, It IS Important to note that another regIonal project, PROARCA, Will work closely With 
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the RegIOnal Trade Pollcy Project, on the upward harmOnIZatIOn of envIronmental legIslatIon 
consIstent 'WIth reqUIrements for free trade agreement acceSSIOn 

The mdlcators for meaSUrIng progress m preparmg for partICIpatIOn m free trade 
agreements are the number of countnes that have negotIated and Implemented bIlateral 
mtellectual property nghts and mvestment treatIes WIth the U S These mdlcators are used as 
proXIes for upward harmOnIZatIOn of mvestment and IPR protectIon smce they mclude the 
standards used m NAFT A and are complementary to GATT reqUIrements Another mdlcator 
to measure preparedness, whIch WIll be momtored under the PROARCA project WIll be the 
extent to whIch envIronmental legIslatIOn m the regIOn has been upgraded and harmomzed m 
key areas 

2 Development of Market Oriented Pohcles supportive of Freer Intra-regIOnal 
Trade 

Nearly all of the expected results lIsted above that are related to preparatIOn for 
partICIpatIOn m free trade agreements Will also measure the extent to WhICh there IS freer mtra
regIOnal trade as well Once regIOnal standards are establIshed m the areas of IPR, mvestment, 
trade llberahzatIOn and the envIronment, both extra and mtra-regIOnal trade wIll be faCIlItated 
Increased trade m the regIOn, therefore, wIll be an added result of mcreased regIOnal 
preparatIOn for partICIpatIOn m free trade agreements and WIll strengthen the regIOn as an 
economIC umt 

Two mdicators have been establIshed to measure the extent to whIch there IS freer mtra
regIOnal trade The first measures mtra-regIOnal trade as a percentage of GOP ThIS IS 
expected to mcrease from 3 3% m 1993 to 4 0% m 2000, at an annual growth rate of 1 % The 
second mdicator measures the number of product categorIes WhICh are not freely traded m the 
regIOn and are subject to tanffs or lIcensmg requIrements, eIther WIthm the entIre regIOn or 
between paIrS of countrIes This number IS expected to be reduced from 11 categorIes m 1993 
to only 8 categorIes m 2000 

3 Improved PolIcy and InstItutIOnal Framework that FacIlItates Greater Labor 
PartiCIpatIOn lD the Benefits of Growth 

By 2000, the RegIonal Trade Pohcy Project Will have mcreased labor's partICIpatIOn m 
regIOnal pohcy dIalogue, helped estabhsh a framework for Improved protectIon of 
mternatIOnally recogrnzed workers nghts, facIhtated the mobIhty of labor, sImphfied and 
harmornzed labor codes m the regIOn and supported a more eqUItable dIVISIOn of the benefits 
of growth 

To measure progress m thIS area, an mdicator has been establIshed to measure the 
degree to which labor codes m the regIon are upwardly harmomzed By 2000, It 15 expected 
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that the labor codes m all Central AmerIcan countrIes wIll have been harmOnIzed m key areas 
The baselme study currently beIng conducted of Central Amencan labor codes and the capacIty 
of the MinIstnes of Labor to enforce the code WIll IdentIfy key areas where natIOnal labor 
codes should be harmOnIzed and strengthened These areas, once they ha\ e been dIscussed 
WIth the Labor MInIsters and agreed to, WIll then be used for mOnItorIng the achIevement of 
the strategIc objectIve 

Other mdlcators, such as wage rates, employment, and per capIta mcome wlll also be 
tracked outslde of the strategic objectIve framework to prOVIde a more complete picture of the 
Impact of project activIties on the regIOn 

B IncorporatIOn of M&E Results mto ProJect ActiVIties 

Due to the nature of RegIOnal Trade Pohcy Project actiVItIes and USAID/G-CAP 
expenence WIth SImIlar type projects, constant morutorIng of project actIVItIes wIll be reqUIred 
to ensure effiCIent use of resources and concrete measurable project results To faCIlItate thIS 
process, the MISSIOn WIll establIsh annual actIOn plans for each project component, m 
conjUnctIon WIth project counterparts and benefiCIarIes, as well as a detaIled results framework, 
to ensure that Implementmg mstItutIOns are held accountable for project results and not just 
project Inputs At least semI-annual meetmgs WIth the Vice-Mmisters of Economy, who WIll 
act as the Informal project steermg commIttee, as well as penodlc meetmgs With other sectors 
WIth an mterest m the project, WIll serve as a realIty check on project results and expectatIOns 

If the actual project results dIffer from those expected, the MISSion wIll work With 
project counterparts to determme the reasons for thIs VarIatIOn and take the approprIate 
correctIve actIOn If one project component IS performmg better than the others, and the 
MISSIon determmes that progress on other project components IS not lIkely m the short term 
due to factors outSIde of the MISSIOn's control, addItIonal funds could be programmed to 
support the component that IS performmg well 

IV AnalYSIS of FeaSibilIty. Key AssumptIOns. and Related RISks 

A Key ProJect Issues 

The mam Issues exammed durmg the deSIgn of the RegIOnal Trade PolIcy Project were 
project focus, project feaSIbIlIty, the need for a regIOnal proJect, effect of reduced fundmg on 
achIevable results, Implementmg mecharusms, partICIpatIOn of stakeholders m project deSIgn, 
mclusIOn of eqUIty consIderatIOns, project actIVItIes m close-out countrIes and coordmatIon With 
other donors and btlateral MISSion activItIes FollOWing IS an explanatIon of each Issue and 
the steps that were taken to resolve It 
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1 Project Focus 

MISSIOn evaluatIOns showed that past regIOnal projects related to economIC growth 
tended to lack focus The lack of focus combmed \\11th a proClIVIty to support studies made 
It difficult to measure concrete project results beyond the project output level To aVOId fallmg 
mto this trap, the RegIOnal Trade Pohcy Project was defined by a narrow project purpose 
statement to mcrease the regIOn's preparedness to partiCIpate m free trade agreements It was 
further lImited to focusmg on polIcy reform and polIcy ImplementatIOn, smce that IS where It 
was Judged that USAID has the greatest regIOnal comparatIve advantage 

Takmg mto account lImIted resources and the need to achieve measurable results, the 
MISSIOn establIshed a set of cntena that was used to determme substantIve areas of focus m 
the project These cntena mcluded that project actIVitIes should have results attamable WIthIn 
the lIfe of the project, address constramts which are common to Central Amenca overall and 
not Just to one Central Amencan country, contnbute to mcreased preparedness for entry mto 
a free trade agreement, satisfy technIcal feasibilIty conSIderatIOns, aVOId duphcatIOn With and 
be complementary to other USAID and donor programs, and represent mterventIOns supported 
by the Central Amencan governments and for whIch there IS a strong perceptIOn of suffiCIent 
polItical Will to carry out proposed reforms 

Based on these cntena, the MISSion deCIded that the Regional Trade Pohcy Project wIll 
focus on four substantive areas mtellectual property nghts, labor harmomzatIOn, trade 
hberalIzatIOn and Improvement of the mvestment pohcy framework Given the flUid nature of 
regional trade polIcy developments and the evolvmg nature of free trade agreement readmess 
cntena, the project IS deSigned to enable qUick response to emergmg targets of opportumty 
supportmg the regIOn's preparedness to participate m free trade agreements To assure that the 
project IS reachIng the deSIred results and IS appropnately focused, the project deSign mcludes 
extensive momtormg of project activities based on annual actIOn plans and a results framework, 
which Will be used to adjust ImplementatIOn mechamsms and project focus as reqUIred 

2 Project FeaSIbility 

Another Issue addressed durmg development of the strategy for the strategIC ObjectIve 
and durmg project deSign was the feaslblhty of focusmg on poltcy reform and poltcy 
Implementation smce successful actIvIues m these areas reqUIre natIOnal and regIOnal polItIcal 
Will Based on the outcomes of the MiaIm SummIt of the AmerIcas, the hIghly POSItive 
declaratIOns of the Central AmerIcan presidenual SummitS regardmg the need to become more 
mtegrated mto the global economy, the region's expressed mterest mJolntng a Free Trade Area 
of the Amencas and ongomg natIOnal and regional poltcy reforms dIrected towards more open 
and competiuve economies, the poltcy context for success m reachIng the goal of the RegIOnal 
Trade PolIcy Project IS qUite good Moreover, If polItical attitudes shIft to become more 
protectIOmst or If opposition from powerful sectoral mterest groups IS successful m defeatmg 
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or delaymg reqUIred trade polIcy reforms, the project desIgn wIll enable the MISSIOn to qUIckly 
support actIVItIes targeted at counterIng proteCtiomsm 

3 Need for a RegIOnal Program 

Before desIgmng the RegIOnal Trade PolIcy Project, the MISSIOn developed a strategy 
for Its actIvItIes In thIS area, based upon an analysIs of regIOnal needs for sustaInable economIC 
growth, the MIssIOn's comparatIve advantage, projected resource availabIlIty, and an 
assessment of bIlateral MISSIOn and other donor actIVItIes The development of thIS strategy 
pomted out the folloWIng 1) the regIOn needed to prepare Itself for partICIpatIOn m future free 
trade agreements, 2) there was a need for regIOnal or sub-regIOnal polIcy reform and more 
effectIve polIcy ImplementatIOn, supported by techmcal aSSIstance and trammg, 3) the 
MIssIOn's comparatIve advantage was In relatIvely low-cost targeted polIcy reform 
mterventIOns where there was regIOnal polItIcal WIll to change and 4) there was a gap between 
regIOnal needs and the proVIsIon of bIlateral and other donor aSSIstance that could be filled at 
the regIonal level Based on the results of the development of thIS strategy, the MISSIOn began 
the deSIgn of the RegIOnal Trade PolIcy Project 

However, dunng project deSIgn, Issues arose agam about the need for a regIOnal 
approach smce many countnes were movIng forward on polIcy reform mdependently 
Nonetheless, the regIOnal approach to free trade Issues was valIdated due to economIes of scale 
that can be achIeved by workmg regIOnally rather than m IndIVIdual countnes and to the 
Central AmerIcan's own ImtIatIves to collaborate regIOnally on polIcy reform ThIS need was 
confirmed m extenSIve '- JnsultatIOns held WIth the bIlateral USAID MISSIOns and m the 
regIOnal meetmg on the concept paper for the proJect, held on March 28, 1995 

A good example of eXIstmg comnlltment to a regIOnal approach IS the Central AmerIcan 
ConventIOn on Trademarks, whIch four of SIX Central Amencan countrIes approved m 
November 1994, guaranteemg world-class trademark protectIon Interest has been expressed 
m updatmg the eXlstmg Central Amencan ConventIon on Patents to bnng It up to mternatIOnal 
standards and to create a Central Amencan ConventIOn on Copynghts RegIOnal IPR 
enforcement mechamsms are also bemg actIvely dIscussed The US, although no formal 
deCISIon has been made on how countrIes WIll accede to NAFTA (1 e IndIVIdually or by 
regIOnal or sub-regIOnal bloc), has also begun treatmg Central AmerIca as a regIOn, holdmg 
the first regIOnal Trade and Investment CouncIl meetmg m March 1995 to follow-up to the 
actIOn agenda agreed to m the SummIt of the Amencas 

4 Fundmg Uncertamty 

Due to budget uncertamtIes, full fundmg for the RegIOnal Trade PolIcy Project can not 
be guaranteed ThIS Issue was consIdered dUrIng project deSIgn, and at tIme raIsed doubts 
about whether the project should proceed Smce prepanng the regIOn for partICIpatIOn m free 
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trade agreements IS a hIgh polIcy prIOrIty not only for the Umted States but also for Central 
AmerIca and due to ItS prospected Impact on mcreasmg economIc growth, the project desIgn 
went forward even gIven fundmg uncertamty 

However to mItIgate the Impact of uncertam fundmg on project ImplementatIOn, the 
project has been desIgned m dIscrete components that wIll be phased m over three years as 
fundmg becomes aVaIlable ThIS strategy wIll ensure that concrete and measurable results are 
achIeved m certam project components regardless of whether the entIre project IS funded or 
not The first component to be funded wIll be mtellectual property rIghts protectIOn, followed 

1 
by labor partICIpatIOn, the mvestment polIcy framework and trade lIberalIzatIOn components 

5 ImplementatIon Mechamsms 

Another Issue consIdered durmg project deSIgn was how the project would be 
Implemented In the past, nearly all regIOnal project actIVItIes related to economIC growth had 
been oblIgated WIth and Implemented through SIECA, the Secretariat for Central AmerIcan 
EconomIC IntegratIOn MISSIon evaluatIOns showed that SIECA was plagued by defiCIenCIes 
m admmistratIOn and management, WIth weaknesses m Its control of project funds Although 
SIECA has recently Improved m some areas, the MISSIon remamed skeptIcal of ItS ablhty to 
manage funds and effectIvely Implement project actIVItIes Other regIonal organIzatIOns were 
conSIdered as well for project oblIgatIon, but were dIscarded for a varIety of reasons such as 
management weaknesses and msufficlent admmIstratIve capaCIty 

The MISSIOn deCIded, therefore, to take advantage of ItS close relatIOnshIp WIth the 
Central AmerIcan MmIsters of Economy The MInIsters form the Central AmerIcan EconomIC 
CounCIl and meet frequently Part of theIr responSIbIlItIes mclude preparatIOn of theIr 
mdividual countrIes for partICIpatIOn In free trade agreements and trade expanSIon GIven past 
problems WIth SIECA and based on dISCUSSIOns WIth the MInIsters, the MISSIon deCIded that 
the most effectIve way to achIeve project ObjectIves would be to obhgate all project funds 
through an agreement to be SIgned by the Central Amencan Mlmsters of Economy To 
faCIlItate routIne project admInIstratIve actIons, the Mlmsters WIll deSIgnate a halson WIth the 
MISSIon for project follow-up 

Rather than pre-determInIng whIch InstItutIOn WIll Implement the dIfferent project 
components durmg the deSIgn phase and because of the phased nature of the project, speCIfic 
project components wIll be Implemented through contracts or grants to the orgaruzatIon judged 
best able to achIeve project results These orgaruzatIOns Will be selected through an open and 
competItIve process managed by USAID/G-CAP and open to US, natIOnal and regIOnal 
groups 
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6 Participation In Project DeSign 

To ensure that the viewpomts of the varIOUS sectors mvolved were mcluded m the 
project desIgn, the MISSIOn requested mput from more than 30 representatIves of the 
government, labor, cIVIl prIvate and academIc sectors ThIS broad range of regIOnal and 
natIOnal representatIves were each sent a brIef project deSCrIptIOn and asked to comment on 
the project approach and areas of focus Although the majorIty of orgamzatIOns that 
commented on the project sought the IncluslOn of actIVItIes In theIr area of Interest, a vanety 
of substantIve comments were also receIved A complete lIst of the organIzations consulted 
and a summary of theIr comments IS mcluded In Annex L In addItIon to thIS consultatIve 
process, meetmgs were held WIth regIOnal labor representatIves to speCIfically dISCUSS the labor 
hannomzatIOn component of the project and ensure that theIr viewpomt was taken mto account 
m the entIre project deSIgn 

BIlateral USAID MIssIOns and US EmbassIes were consulted as well on the proposed 
project to ensure complementarIty WIth planned bIlateral actIvItIes and coordmatIOn WIth 
EmbassIes on IPR, labor and Investment Issues A summary of USAID MISSIon comments on 
the project deSIgn IS attached m Annex K Comments from all development partners were 
taken mto account m developmg the final project document, whIch reflects a general consensus 
among the sectors regardmg the project approach and areas of focus 

7 InclUSIOn of EqUity Issues 

Dunng the deSIgn of the RegIOnal Trade Pohcy Project, the MISSIOn also conSIdered 
how to mclude eqUIty Issues Most regIOnal and country strategIes to combat poverty mclude 
the followmg elements 1) economic growth economIC refonns Improvmg operatIOnal 
effiCIency leadmg to hIgher output, employment and mcomes, 2) mvestmg In people greater 
mvestment m educatIOnal and health servIces to, m addItIon to betterIng the qualIty of human 
hfe (an Important objectIve m Itself), enhance the ablhty of the poor to take advantage of the 
mcreased opportumties made avaIlable by an expandmg economy, and 3) SOCial safety net 
the creatIOn of SOCIal programs to address the needs of those unable to obtam productIve 
employment or to be tramed In addItIon, most poverty alleVIatIOn strategIes mclude emphasIS 
on mcreasmg the effectIve polItIcal partICIpatIOn of the poor and Improved protectIOn of human 
nghts In Central Amenca, USAID, through ItS regIonal and bIlateral mISSIons, fund a number 
of programs and projects supportmg each of the elements hsted above 

The RegIOnal Trade Pohcy Project IS deSIgned to accelerate Central Amenca's 
mtegratIOn mto the hemIsphenc economy Improved trade polICIes WIll lead to greater trade 
flows, bnngmg about hIgher levels of overall economIC actIVIty, creatmg more employment and 
raIsmg mcomes As such, the Project contnbutes dIrectly to element one of the poverty 
alleVIatIon strategy, above In addItIOn, the Project mcludes an element to enhance labor's 
partICIpatIon m the benefits of growth through upwardly harmomzed and more streamhned 
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labor polIcIes It also seeks to mcrease the partIcIpatIOn of labor and other social groups m the 
regIonal trade polIcy dialogue By mcludmg labor more explIcItly mto polIcy dialogue and 
mcreasmg general understandmg of trade Issues through workshops and consensus-buIldmg 
exerCIses, It IS expected that the project WIll contnbute to more ratIOnal polIcy changes that 
contnbute to greater economIC growth for all CItIzens 

8 Close-out CountrIes 

Because USAID bIlateral programs wIll be closed out m Costa RIca and m BelIze 
durmg the hfe of the RegIonal Trade PolIcy Project, the MIssIon also consIdered how to deal 
wIth actIvItIes m these close-out countnes, partIcularly focusmg on Costa RIca smce It IS 
actIvely engaged m workmg WIth the rest of Central AmerIca on trade Issues, often taking a 
leadershIp role To address thIS Issue, the MIssIon has developed a lIstmg of actIvItIes of a 
purely regIOnal nature that would suffer wIthout the partIcIpatIon of the close-out countrIes 
These actIvItIes mclude the regIOnal assessment of the mvestment pohcy framework, regIOnal 
semmars on mtellectual property nghts legIslatIon and enforcement, regIonal labor workshops 
and regIOnal trade hberalIzatIOn techmcal assIstance or trammg Approval for these actIvItIes 
IS pendmg a deCIsIon from USAIDIW 

9 Coordmation with Other DonorslBdateral USAIDs 

The MISSIOn also conSIdered durmg project desIgn whether the RegIonal Trade PolIcy 
Project would duplIcate or compete WIth eXIstmg or planned programs of bIlateral USAID 
MIssIons and other donors To assure that thIs would not occur and that project actIvItIes were 
complementary to other projects rather than duplIcatIve, the MISSIOn conducted an analYSIS of 
other donor, bIlateral MISSIOn and USAID/W actIVItIes 

In those cases where there IS the potentIal for duplIcatIon of project actIVItIes (such as 
m the case of the LAC Free Trade ExpanSIon Project and certam bllateral MISSIon actIVItIes), 
USAID/G-CAP WIll work closely WIth the LAC Bureau and the bllateral USAID MISSIons to 
ensure that the RegIonal Trade Pohcy Project IS complementary to, and not duphcative of, the 
other hemISpherIC or natIOnal actIVItIes that are planned For example, m the case of the LAC 
Free Trade ExpanSIOn Project, WhICh WIll focus on trade poltcy, labor Issues, technology 
transfer and commUnICatIOn systems, USAID/G-CAP has reached agreement WIth the LAC 
Bureau that the RegIonal Trade Pohcy Project would cover Central AmerIca's needs related 
to trade lIberalIzatIOn, labor partiCipatIOn, Intellectual property nghts and the Investment polIcy 
framework, whIle the LAC Free Trade ExpanSIon Project would focus Its efforts In these areas 
outSIde of the Central Amencan regIon 

The MISSIon assessment showed that no other major donor IS wrrently actIvely working 
on the same areas as those proposed for the RegIOnal Trade PolIcy Project, although It IS hkely 
that the CanadIans and the Interamencan Development Bank wlll begm regIOnal programs m 
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the next year or so A summary of other donor, USAID/W and bIlateral MISSIon projects that 
are related to the RegIOnal Trade Pohcy Project IS attached as Annexes D and E In addItIOn, 
a chart showmg the contnbutIOn of other U S Government agencIes to the free trade agreement 
process and how the RegIOnal Trade Pohcy Project wIll relate to theIr efforts IS attached as 
Annex M 

B PrIncIpal AssumptIOns and RIsks 

Success of thIS prOject IS dependent upon suffiCIent polItIcal \\,111 on the part of the 
Central Amencan governments to make dIfficult polIcy chOIces related to what are often 
senSItIve areas, such as mtellectual property nghts and labor ThIs project assumes that the 
Central Amencan governments wIll follow through on eXIstmg commItments made durmg the 
SummIt of the Amencas and m CONCAUSA, despIte potentially strong reSIstance to opemng 
local markets from certam elements of the prIvate sector If thIS IS not the case and It appears 
that the Central AmerIcan governments are becommg more protectIOmst rather than more open 
to trade, the project may need to be altered 

C Momtormg RIsks dunng ImplementatIon 

As noted m SectlOn III, project actiVItIes WIll be contInuously momtored agamst 
expected results to assure that results wIll be reached durmg the timeframe of the project The 
momtormg of project actIvItIes wIll take mto account external factors and the rIsks mentIOned 
above to determme theIr effect on the achIevement of project results 

V Fmanclal Plan 

A USAID Resource ReqUIrements 

The total US AID cost of the ReglOnal Trade Pohcy Project IS $5 245 mIlhon Each 
major project component WIthIn the ReglOnai Trade Pohcy Project IS estimated as shown In 
Table 2 

Table 2 RegIOnal Trade Pohcy ProJect Cost Summary 
(In U S Dollars) 

Pohcy Reform and ImplementatIOn 
ProtectlOn of Intellectual Property Rights 
Enhancmg PartICIpatIon of Labor 
Improvement of the Investment Pohcy Framework 
Trade LiberahzatlOn 
ReglOnal EconomIst 

Project Management 
MomtorIng and EvaluatIOn 

Regional Trade Policy Project 

1,300,000 
1,300,000 

700,000 
1,433,000 

151,868 
285,132 
75,000 
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5245,000 

Table 3 shows the estImated level of expendltures by project year and by tvpe of mput 
over the five year lIfe of project 

TABLE 3 

illustrative Life of Project Budget 

ProJect Components Year 1 Year 2 Year 3 Year 4 Year 5 TOTAL 

I Policy Reform I 243623 947,169 1240485 1,152,226 1301,365 4,884,868 
ImplementatIOn 

A Intellectual Property 243,623 289,096 311 614 239,661 216,006 1,300000 
Rights 

1 Technical Assistance 222852 242125 263323 189918 164666 1082884 

2 Training 20771 21 971 23291 24743 26,340 117116 

3 Audits 0 25,000 25,000 25000 25000 100000 

B Labor Harmonization 0 348510 270926 285349 395,215 1300000 

1 Technical Assistance 0 131120 144 232 ,.:;8655 174521 608528 

2 Training 0 217390 101 694 I 1694 195,694 616472 

3 Audits 0 0 25,000 25000 25000 75000 

C Investment Policy 0 214,280 207,480 132,495 145,745 700,000 
Framework 

1 Technical Assistance 0 214280 120450 132495 145745 612970 

2 Training 0 0 87030 0 0 87030 

D Trade Liberalization 0 95,283 406,923 444647 486147 1433,000 

1 Technical Assistance 0 39600 321 140 353254 388580 1102574 

2 Training 0 55,683 60,783 66,393 72,567 255,426 

3 Audits 0 0 25000 25000 25000 75000 

E RegIOnal Economist 0 0 43542 50074 58252 151868 

II Project Management 42289 48,633 55927 64,317 73964 285132 

III Mid term Evaluation 0 0 75,000 0 0 75,000 
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GRAND TOTAL 995802 1371413 1216542 1 375 329 5 245 000 

The five-year $1 3 mIllIon ProtectIOn of Intellectual Property Rights component will 
mclude a PASA wIth the Patent and Trademark Office of the U S Department of Commerce 
and an agreement or contract WIth a regIOnal or U S mstItutIOn The four-year $1 3 mIllIon ... 
Encouragmg Participation of Labor component provIdes for a HB 13 agreement WIth a 
consortlUm of mstltutlOns, whIle the four-year $700,000 Improvement of the Investment 
polIcy framework component WIll provIde for a contract to do an mItIal baselIne study and 
follow-on technIcal aSSIstance The four-year $1,433,000 Trade LiberalizatIOn component 
has a grant to provIde technIcal aSSIstance for polIcy reform Funds are also provIded for a 
three year contract for a regIOnal economIst to support polley reform and ImplementatIOn 
efforts5 Fundmg for Project Management ($285,132) WIll provIde for a five year contract 
for a FSN PSC project secretary and project aSSIstant Fmally, under Project Momtormg and 
EvaluatIOns, $75,000 WIll be provIded to support a mId-term project evaluatIOn Detailed 
budgets by component are attached m Annex J 

B Counterpart Contnbuttons 

USAID funds wIll be used to leverage addItional resources from publIc and pnvate 
sector organIZatIOns to support project actIvItIes MISSIon calculatIOns of counterpart WIll 
Include contnbutIOns In cash and m kmd both from project counterparts whIch have been 
awarded sub-agreements and frC''''''' other mstitutIOns that have proVIded resources to support 
the ImplementatIOn of project aCtiVItIes In the HB 13 agreements that are awarded, a 25% 
counterpart contnbutIon WIll be requested Because a determmatton of whether a partIcular 
project component WIll be Implemented through an agreement or a contract has not been made 
In all cases, It IS ImpOSSIble to determIne at thIs tIme what the formal counterpart contnbutton 
to the project WIll be CalculatIOns of counterpart are based upon an assumptIOn of the number 
of agreements (as opposed to contracts) that WIll be awarded 

In addItIon to the formal counterpart contrIbutIOn, the RegIOnal Trade Pohcy Project WIll 
also be supported by other contnbutIons dUrIng project ImplementatIOn For example, when 
a regIOnal or natIOnal semInar IS held In a particular country, a local organIzatIOn WIll be 
reqUIred to aSSIst In provIdIng lOgIStICal support (I e space for the semInar, meals, InVItatIOns, 
etc) Resources provIded by local InstitutIOns that contribute to project ImplementatIOn WIll 
not be formally Included In calculatIOns of project counterpart However, the MISSIOn WIll 
track the contributIons received from other sources In support of project actIVItIes to have an 
estImate of the resources leveraged from project counterparts 

5 The other two years of the regIonal economIst contract WIll be funded from another source 
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ConservatIve estImates of counterpart contrIbutIOns from both project sub-agreements 
and other sources mdicate that RegIOnal Trade PolIcy Project actIVItIes wIll generate an 
estImated addItIOnal $1 7 mIllIon m counterpart contrIbutIOns, resultmg m a total estImated 
project budget of $69 mIllIon Table 4 provIdes a summary of RegIOnal Trade PolIcy project 
fundmg from all sources 

TABLE 4 

TOTAL FUNDING FROM ALL SOURCES 

Project Components Project Counterpart Estimated Total Project 
Fundmg Fundmg from AddItional Fundmg 

Sub Counterpart 
Agreements Fundmg 

A Intellectual Property Rights 1300000 250000 300000 1 850000 

Dept of Commerce PASA 550000 0 0 550000 

Contract/Grant 750,000 250,000 300000 1300000 

B labor Harmonization 1300000 433333 80000 1 813333 

C Investment Policy Framework 700000 0 120000 820000 

D Trade liberalization 1433000 477 667 80000 1990667 

E Regional Economist 151 868 0 0 151 868 

F Project Management 285132 0 0 28 

I~ING 
75000 0 0 75000 

5,245000 1,161 000 580,000 , 

C Expected OblIgatIon ActIOns and Schedule 

All project funds Will be oblIgated mto a HB 3 agreement to be SIgned by the SIX 
Mimsters of Economy Subsequent project ImplementatIOn WIll be through contracts or 
agreements selected through an open and competitIve process AddItional techmcal support 
for the mtellectual property nghts component WIll be prOVIded through a PASA WIth the Patent 
and Trademark Office, and a regIOnal economIst WIll support the ImplementatIOn of all project 
components 

The RegIOnal Trade Pohcy Project WIll be Implemented m phases Dunng the first year 
of project Implementation, the Intellectual Property RIghts component WIll be fully funded, and 
mcremental fundmg WIll be proVIded for the FSN project secretary and project aSSIstant The 
MISSIOn chose to fund the ProtectIOn of Intellectual Property RIghts component durmg the first 
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year of project ImplementatIOn SInce It IS clearly connected to preparatIOn for free trade 
agreements and SInce the regIOn has already demonstrated ItS polItical wIll to support polIcy 
reform In thIS area, through the draftIng, on ItS own ImtiatIve, of a new Central Amencan 
ConventIOn on Trademarks that complIes wIth InternatIOnal standards 

DurIng the second year of project ImplementatIOn, fundIng will be provIded for full 
fundIng of the Lahor PartICIpatIOn and Investment PolIcy Framework components, partIal 
fundIng of the Trade LlherahzatIOn component and mcremental fundmg for project 
management 

DurIng the thIrd vear of project ImplementatIOn, the project management component and 
the remaInder of the Trade LIberalIzatIOn component wIll be fully funded Funds \\,111 also be 
prOVIded for the mId-term evaluatIOn and the contract of the FSN regIOnal economIst It IS 
estimated that the RegIOnal Trade Pohcy Project WIll be fully funded dunng the thIrd year of 
project ImplementatIOn If more funds are receIved In anyone fiscal year than antIcIpated, 
project ImplementatIOn WIll be accelerated Table 5 shows the fundIng plan by project 
component All funds WIll be obhgated through the HB 3 agreement 

PrOject Component 

Intellectual Property 

labor HarmOnization 

Investment Policy Framework 

Trade liberalization 

Regional Economist 

Project Management 

Mid term Evaluation 

GRAND TOTAL 

TABLE 5 
OBLIGATION/FUNDING PLAN 

FY 1995 FY 1996 FY 1997 

1300 000 a a 

a 1300 000 a 

a 700 000 0 

a 95283 1,337717 

a a 151,868 

190000 44 717 50415 

0 a 75 000 

1490,000 2140 000 1 615000 

D Recurrent Costs for Participatmg OrganIzatIons 

TOTAL 

1,300 000 

1300 000 

700 000 

1433 000 

151 868 

285132 

75 000 

5245 000 

The recurrent costs of partlclpatmg orgamzatlOns Will be covered by the organizatlOns 
themselves, smce project funds Will only be used to support the dIrect costs assocIated WIth 
project actIVItIes and theIr admiDlstrative support Recurrent costs WIll be mcluded m the 
calculatlOn of counterpart resources of the proJect, and the abIlIty to cover recurrent costs WIll 
be a selectIOn cntena In the award of grants If an organIzatIOn does not have the capaCIty to 
cover ItS recurrent costs or to adequately support project actiVItIes, they Will not be awarded 
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the grant for project ImplementatIOn 
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VI Management Procedures 

A ProJect Management 

The RegIOnal Trade Pohcy Project wIll be managed by an OE-funded FSN Project 
Manager, supported by a project-funded FSN secretary and FSN project aSSIstant OversIght 
of the project WIll be provIded by a USDH m USAID/G-CAP No addItIOnal operatmg 
expense funds are reqUIred, eIther from USAID/G-CAP or from USAID/W, other than those 
assocIated WIth the travel and salary of these pOSItIOns 

B MomtorIng and EvaluatIOn System 

The ImplementatIOn of the RegIOnal Trade Pohcy Project wIll be momtored at three 
dIStInCt levels overall strategIc focus, results framework and annual actIOn plans At the 
strategIc level, USAID/G-CAP wIll hold at least semI-annual meetIngs WIth the VICe-mInIsters 
of Economy to dISCUSS project progress, problems and results, and the need to modIfy the 
project's strategIc approach The VICe-mInIsters already hold regular monthly meetmgs to 
dISCUSS regIOnal trade polIcy developments, dISCUSSIon of the RegIOnal Trade Pohcy Project 
wIll be added to the agenda of at least two meetmgs a year, turmng the VICe-mInIsters mto the 
Informal project steenng commIttee In addItIon to these semI-annual meetIngs, other project 
partners, such as the Mimsters of Labor, regIOnal labor confederatIOns, the pnvate sector and 
others, wlll be consulted penodically as well, to ensure that the project IS correctly focused and 
aChIeVIng the deSIred results USAID/G-CAP wIll keep USAID MISSIons Informed of the 
ImplementatIOn of speCific project actIVItIes and theIr results, solIcltmg bIlateral MISSIon 
comments regardmg the apphcabIlIty of regIOnal actIvItIes to theIr portfoho and theIr 
assessment of the needs of the country they are In 

The overall results framework for the project IS contaIned In the StrategIC ObjectIve 
framework At the strategIc objectIve level, the MISSion WIll momtor program outputs and 
IndIcators at least quarterly and IndIcators of overall strategIC objectIve performance at least 
annually In addItIon to the speCIfic IndIcators mcluded In the strategIC ObjectIve framework, 
the MISSIon WIll be momtormg other mdlcators of economIC growth In the regIon to prOVIde 
a broader pIcture of regIonal economIC growth trends SpeCIfic mdicators that the MISSIon WIll 
momtor mclude, among others, real wage rates, growth rates In male and female employment, 
real GDP growth, and changes In per capIta Income 

More speCIfic and detaIled results frameworks Will be establIshed at the begInnmg of 
the ImplementatIon of each grant or contract under the four project components ThIS 
framework WIll be revIewed annually WIth project partICIpants to assure that It remaIns valId 
The results framework Will be dIrectly related to the MISSion's StrategIc ObjectIve of 
Increasmg Central Amenca's PartICIpatIon In the Hemlsphenc Economy, tyIng In to the 
achIevement of strategIC objectIve program outcomes and Indicators 
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Annual actIOn plans to achIeve the results outlmed m the framework wIll be establIshed 
m conjUnctIOn wIth the project counterparts who WIll be held accountable for reachmg project 
results Quarterlv reports from all project counterparts WIll document theIr actIvItIes and 
proVIde a summary of results dunng that quarter 

Funds have been mcluded under the Momtonng and EvaluatIOn component of the 
RegIOnal Trade Polley project for a mId-term evaluatIOn m the thIrd year of project 
ImplementatIOn In addItIOn to thIS formal evaluatIOn, project management staff wIll 
contmually momtor project progress agamst annual actIOn plans and results frameworks 
establIshed for each project component and agamst strategIc objectIve mdIcators 

C AudIts/Procurement Plan 

Funds WIll be prOVIded for audIts as reqUIred, m accordance WIth USAID regulatIOns 
No audIts are expected of the HB 3 agreement whIch WIll be used as the umbrella oblIgatIOn 
mechamsm, smce the MmIsters of Economy WIll not dIrectly manage any USAID funds 
Funds are mcluded for audIts of the grants to be awarded under thIS Project The methods of 
financmg to be used dunng project ImplementatIOn along WIth a summary of the reqUIred 
audIts and project procurements are summanzed In Table 6 All procurement WIll be done by 
USAID/G-CAP For the agreements and contracts whIch wIll have Incremental fundIng, the 
full estlmated contract/agreement amount for the hfe of the project IS shown 

Table 6 

Est Estimated Method of FinanCing Method of Implementation I Audm 

I 
Award Amount 
Date 

9/95 $78143 Direct Payment FSN project secretary contract N/A 

$206990 Direct Payment FSN project assistant contract N/A 

12/95 $550000 Direct Reimbursement Patent and Trademark Office PASA NIA 

12/95 $750000 Direct Reimbursement IPR HB 13 agreement/contract ReCIpient contracted 

4/96 $1 300000 Direct Reimbursement Labor PartiCipation HB 13 agreement ReCIpient contracted 

7196 $700,000 Direct Reimbursement Investment Policy Framework contract N/A 

10/96 $1,433 000 Direct Reimbursement Trade LiberalizatIOn grant agreement ReCIpient contracted 

7/97 $151 868 Direct Payment FSN regIOnal economist contract N/A 

2198 $75000 Direct Reimbursement Mid term evaluation contract NIA 
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REGIONAL TRADE AND ECONOMIC INTEGRATION PROJECT 
(596-0178) 

5C(2) - ASSISTANCE CHECKLIST 

LIsted below are statutory cntena 
applIcable to the assIstance resources 
themselves, rather than to the elIgIbIlIty of 
a country to receIve aSSIstance ThIS section 
IS dIVIded lOto three parts Part A lOcludes 
cntena applIcable to both Development 
ASSIstance and EconomIC Support Fund 
resources Part B lOcludes cntena 
applIcable only to Development ASSIstance 
resources Part C lOcludes cntena 
applIcable only to EconomIC Support Funds 

CROSS REFERENCE IS COUNTRY 
CHECKLIST UP TO DATE? 

A CRITERIA APPLICABLE TO 
BOTH DEVELOPMENT 
ASSISTANCE AND ECONOMIC 
SUPPORT FUNDS 

1 Host Country 
Development Efforts (FAA Sec 
601 (a)) InformatIOn and 
conclusIOns on whether aSSIstance 
WIll encourage efforts of the country 
to (a) lOcrease the flow of 
lOternatIOnal trade, (b) foster pnvate 
lrutIatIve and COmpetItIOn, (c) 
encourage development and use of 
cooperatives, credit uruons, and 
savlOgs and loan aSSOCIations, 
(d) discourage monopolIstic 

Yes, for each participatlOg country 

ThIS IS a regional project whIch IS Viewed as 
a necessary condition to (a), (b), (d), (e), 
and (f) 



practIces, (e) unprove techrucal 
efficIency of mdustry, agnculture, 
and commerce, and (f) strengthen 
free labor umons 

2 U S Pflvate Trade and 
Investment (FAA Sec 601 (b» 
InformatIOn and conclusIOns on how 
assIstance wIll encourage U S 
pnvate trade and mvestment abroad 
and encourage pnvate U S 
participatlOn m foreIgn assIstance 
programs (mcludmg use of pnvate 
trade channels and the servIces of 
U S pnvate enterpnse) 

3 CongressIOnal 
NotIficatIOn 

a General 
reqlllrement (FY 1995 
AppropnatlOns Act Sec 515, 
FAA Sec 634A) If money IS to be 
obhgated for an actIVIty not 
preVIOusly JustIfied to Congress, or 
for an amount m excess of amount 
preVIOusly JustIfied to Congress, has 
Congress been properly notIfied 
(unless the Appropnations Act 
notificatIOn requrrement has been 
waIved because of substantIal nsk to 
human health or welfare)? 

b SpeCial 
notIficatIOn requirement (FY 1995 
AppropnatlOns Act Sec 520) Are 
all activities proposed for oblIgatIOn 
subject to pnor congressIonal 
notificatIOn? 

c Notice of account 
transfer (FY 1995 AppropnatlODS 
Act Sec 509) If funds are bemg 
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Two of the substantIve areas Identlfled for 
polIcy reform and Implementation aCtiVIties 
under the project are the adequate protectIOn 
of mtellectual property nghts (WhICh mclude 
patents, trademarks, and copynghts) and 
mvestment protection (1 e affordmg natIOnal 
treatment to foreIgn mvestors and havmg an 
adequate commerCIal dIspute resolution 
system) 

Proper nOtificatIOn has been proVIded to 
Congress 

N/A 

N/A 



oblIgated under an approprIation 
account to WhICh they were not 
approprIated, has the PreSIdent 
consulted wIth and provIded a 
WrItten JUStifICatiOn to the House and 
Senate ApproprIatIOns Comrmttees 
and has such oblIgation been subject 
to regular nOtIfIcatIon procedures? 

c Cash transfers 
and nonproJect sector aSSIstance 
(FY 1995 ApproprIatIons Act Sec NI A 
536(b)(3» If funds are to be made 
avaIlable m the form of cash transfer 
or nonproject sector aSSIstance, has 
the CongressIOnal notIce mcluded a 
detaIled deSCrIptIOn of how the funds 
WIll be used, WIth a dISCUSSIon of 
U S mterests to be served and a 
descrIption of any economIC polIcy 
reforms to be promoted? 

4 Engmeermg and 
Fmanclal Plans (FAA Sec 611(a» 
PrIor to an oblIgatIon m excess of 
$500,000, Will there be (a) 
engmeenng, fmancial or other plans Yes 
necessary to carry out the aSSistance, 
and (b) a reasonably frrm estImate of 
the cost to the U S of the Yes 
assistance? 

5 Legislative ActIOn (FAA 
Sec 611 (a)(2» If legislatIve action 
IS reqUIred wlthm recIpient country N I A 
WIth respect to an oblIgatIon m 
excess of $500,000, what IS the baSIS 
for a reasonable expectatIOn that 
such action wIll be completed m tIme 
to permit orderly accomplIshment of 
the purpose of the assistance? 

6 Water Resources (FAA 
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Sec 611 (b» If project IS for water N / A 
or water-related land resource 
constructIOn, have benefIts and costs 
been computed to the extent 
practIcable m accordance WIth the 
pnnciples, standards, and procedures 
establIshed pursuant to the Water 
Resources Plannmg Act (42 USC 
1962, et ~)? 

7 Cas h 
Transfer/NonproJect Sector 
Assistance ReqUIrements (FY 1995 
AppropnatIons Act Sec 536) If NI A 
assIstance IS m the form of a cash 
transfer or nonproJect sector 
assIstance 

a Separate account 
Are all such cash payments to be 
mamtamed by the country m a 
separate account and not comnungled 
WIth any other funds (unless such 
reqUIrements are waIved by 
CongressIonal notIce for nonproJect 
sector assIstance)? 

b Local currencies 
If aSSIstance IS furmshed to a foreign 
government under arrangements 
WhICh result m the generatIon of 
local currencIes 

(1) Has A I D 
(a) requIred that local currencies be 
deposIted m a separate account 
estabhshed by the recIpIent 
government, (b) entered mto an 
agreement WIth that government 
provldmg the amount of local 
currencies to be generated and the 
terms and conditiOns under whtch the 
currencies so deposited may be 
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utilIzed, and (c) establIshed by 
agreement the responsIbIlItIes of 
A I D and that government to 
morutor and account for deposIts mto 
and dIsbursements from the separate 
account? 

(2) WIll such 
local currenCIes, or an eqUIvalent 
amount of local currenCIes, be used 
only to carry out the purposes of the 
DA or ESF chapters of the FAA 
(dependmg on WhICh chapter IS the 
source of the assIstance) or for the 
admlrustratlve reqUIrements of the 
U ruted States Government? 

(3) Has A I D 
taken all appropnate steps to ensure 
that the eqUIvalent of local currenCIes 
dIsbursed from the separate account 
are used for the agreed purposes? 

( 4 ) I f 
aSSIstance IS termmated to a country , 
wIll any unencumbered balances of 
funds remammg m a separate 
account be dIsposed of for purposes 
agreed to by the reCIpient 
government and the Umted States 
Government? 

8 Capital Assistance (FAA 
Sec 611(e» If project IS capItal Nt A 
assistance ~, constructIon), and 
total U S aSSIstance for It wIll 
exceed $1 mIllIon, has MIssIOn 
Director certIfied and RegIOnal 
ASSIstant Admlmstrator taken mto 
consideratIOn the country's capabIhty 
to mamtam and utthze the project 
effectIvely? 
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9 Multiple Country 
Objectives (FAA Sec 601(a» 
Information and conclusIOns on 
whether projects wIll encourage 
efforts of the country to 
(a) mcrease the flow of mternatIonal 
trade, (b) foster pnvate Imtlatlve and 
competItIOn, (c) encourage 
development and use of cooperatives, 
credit umons, and savmgs and loan 
aSSOCiatIOns, (d) discourage 
monopolIstIc practices, (e) Improve 
techrucal efficiency of mdustry , 
agnculture and commerce, and (f) 
strengthen free labor umons 

10 U S Private Trade 
(FAA Sec 601(b» InformatIOn and 
conclUSIOns on how project Will 
encourage U S pnvate trade and 
mvestment abroad and encourage 
pnvate U S partICIpatIOn m foreIgn 
assistance programs (mcludmg use of 
pnvate trade channels and the 
servIces of U S pnvate enterpnse) 

11 Local Currencies 

a ReCIpient 
Contributions (FAA Secs 612(b), 
636(h» Descnbe steps taken to 
assure that, to the maxImum extent 
pOSSIble, the country IS contnbutmg 
local currencies to meet the cost of 
contractual and other services, and 
foreign currencies owned by the 
U S are utIlIzed m heu of dollars 

b U.S -Owned 
Currency (FAA Sec 612(d» Does 
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Local contnbutIons In support of thIS project 
wIll be m-land and/or In local currencies 

the U S own excess foreign N / A 
currency of the country and, If so, 
what arrangements have been made 

.. 



for Its release? 

12 Trade Restrictions 

a Surplus 
CommodItIes (FY 1995 
AppropnatIOns Act Sec 513(a» If 
assIstance IS for the productIOn of 
any commodIty for export, IS the 
commodIty lIkely to be In surplus on 
world markets at the tIme the 
resultmg productIve capacity 
becomes operatIve, and IS such 
aSSIstance lIkely to cause substantIal 
Injury to U S producers of the 
same, SImIlar or competmg 
commodIty? 

b TextIles 
(Lautenberg Amendment) (FY 
1995 AppropnatIOns Act Sec 
513(c» WIll the aSSIstance (except 
for programs In Canbbean BaSIn 
ImtIative countnes under U S Tanff 
Schedule "SectIOn 807, " whIch 
allows reduced tanffs on artIcles 
assembled abroad from US-made 
components) be used dIrectly to 
procure feaSIbIlIty studIes, 
prefeasIbIhty studIes, or project 
profIles of potentIal Investment In, or 
to aSSIst the establIshment of 
faCIlItIes speCIfically deSIgned for, 
the manufacture for export to the 
Umted States or to thrrd country 
markets In dIrect competItion WIth 
U S exports, of textIles, apparel, 
footwear, handbags, flat goods (such 
as wallets or COIn purses worn on the 
person), work gloves or leather 
weanng apparel? 

13 TropIcal Forests (FY 
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1991 AppropnatIons Act Sec No 
533(c)(3)(as referenced m sectIon 
532(d) of the FY 1993 
AppropnatlOns Act) Will funds be 
used for any program, project or 
actIVity which would (a) result many 
slgmficant loss of tropIcal forests, or 
(b) mvolve mdustnal tImber 
extractlOn III prImary tropIcal forest 
areas? 

14 PVO ASSIstance 

a Audltmg and 
regIstration (FY 1995 
AppropnatIons Act Sec 560) If 
aSSIstance IS bemg made avaIlable to 
a pya, has that orgaruzatIon 
provIded upon tImely request any 
document, file, or record necessary 
to the audItmg reqUIrements of 
A I D , and IS the PVO registered 
WIth A I D? 

b Fundmg sources 
(FY 1995 ApproprIatIOns Act, Title 
II, under headmg "PrIvate and 
Voluntary OrgamzatIons") If 
assistance IS to be made to a Umted 
States PVO (other than a cooperatIve 
development orgaruzatlOn), does It 
obtam at least 20 percent of Its total 
annual fundmg for mternatlOnal 
aCtIVIties from sources other than the 
Umted States Government? 

15 PrOject Agreement 
Documentation (State AuthOrIzatIOn 
Sec 139 (as mterpreted by 
conference report» Has 
confrrmatlon of the date of slgmng of 
the project agreement, mcludmg the 
amount mvolved, been cabled to 

InstItutIOns not yet selected (to be checked at 
a later date) 

InstItutIOns not yet selected (to be checked at 
a later date) 

N/A 

(i 
J 



State LIT and A I D LEG WIthIn 60 
days of the agreement's entry mto 
force wIth respect to the U ruted 
States, and has the full text of the 
agreement been pouched to those 
same offIces? (See Handbook 3, 
AppendIX 6G for agreements covered 
by thIS proVlSlon) 

16 MetrIc System 
(Omrubus Trade and CompetItIveness 
Act of 1988 Sec 5164, as 
Interpreted by conference report, 
amendIng Metnc ConverSIOn Act of 
1975 Sec 2, and as Implemented 
through A I D polIcy) Does the 
assIstance actIVIty use the metnc 
system of measurement In ItS 
procurements, grants, and other 
bUSIness-related actIVItIes, except to 
the extent that such use IS Impractical 
or IS lIkely to cause sigruficant 
InefficIencIes or loss of markets to 
Uruted States firms? Are bulk 
purchases usually to be made In 
metnc, and are components, 
subassembhes, and semi-fabncated 
matenals to be specIfied m metnc 
uruts when economically avaIlable 
and techrucally adequate? win 
A I D specIficatiOns use metnc uruts 
of measure from the earlIest 
programmatIc stages, and from the 
earlIest documentation of the 
assIstance processes (for example, 
project papers) Involvmg quantIfiable 
measurements (length, area, volume, 
capaCIty, mass and weIght), through 
the ImplementatIOn stage? 

17 AbortIons (FAA Sec 
104(t) , FY 1995 AppropnatIons 
Act, TItle II, under headmg 
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"PopulatlOn, DA," and Sec 518) 

a Are any of the 
funds to be used for the performance 
of abortIons as a method of famIly 
planmng or to motIvate or coerce 
any person to practIce abortions? 
(Note that the term "motIvate" does 
not mclude the provislOn, consIstent 
WIth local law, of mformation or 
counselmg about all pregnancy 
optlOns mcludmg abortIon ) 

No 

b Are any of the No 
funds to be used to pay for the 
performance of Involuntary 
stenlIzatIon as a method of famIly 
p lanmng or to coerce or provIde any 
fmancial mcentIve to any person to 
undergo stenlIzatlOns? 

c Are any of the No 
funds to be made avaIlable to any 
orgamzatIon or program WhICh, as 
detenmned by the PresIdent, 
supports or partIcIpates m the 
management of a program of 
coerCIve abortlOn or mvoluntary 
stenlIzatlOn? 

d WIll funds be 
made avaIlable only to voluntary 
famIly plannmg projects WhICh offer, 
eIther directly or through referral to, 
or mformatlOn about access to, a 
broad range of famIly plannmg 
methods and servIces? (As a legal 
matter, DA only) 

e In awardmg grants 

No 

for natural famIly planmng, WIll any NI A 
apphcant be dlscnmmated agamst 
because of such applIcant's rehglOus 
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or consCIentious comrmtment to offer 
only natural famlly planmng? (As a 
legal matter, DA only) 

f Are any of the 
funds to be used to pay for any 
bIOmedIcal research WhICh relates, m 
whole or m part, to methods of, or 
the performance of, abortIOns or 
mvoluntary stenlIzatIon as a means 
of famIly plannmg? 

No 

g Are any of the No 
funds to be made avaIlable to any 
orgamzatIon If the PresIdent certIfIes 
that the use of these funds by such 
orgamzation would VIOlate any of the 
above provlSlons related to abortIOns 
and mvoluntary stenhzatIOn? 

18 Cooperatives (FAA Sec N I A 
111) Wlli assIstance help develop 
cooperatIves, espeCIally by techrucal 
assIstance, to assIst rural and urban 
poor to help themselves toward a 
better lIfe? 

19 US-Owned Foreign 
Currencies 

a Use of currencies 
(FAA Secs 612(b), 636(h), FY 1995 N/A 
Appropnatlons Act Secs 503, 505) 
Are steps bemg taken to assure that, 
to the maXImum extent possible, 
foreIgn currenCles owned by the 
U S are utlhzed m heu of dollars to 
meet the cost of contractual and 
other servIces 

b Release of 
currencies (FAA Sec 612(d» N/A 
Does the U S own excess foreIgn 
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currency of the country and, If so, 
what arrangements have been made 
for Its release? 

20 Procurement 

a Small busmess 
(FAA Sec 602(a)) Are there 
arrangements to penmt U S small 
busmess to participate eqUitably m 
the furrushmg of commodltles and 
servIces fmanced? 

bUS procurement 

Yes 

(FAA Sec 604(a) WIll all Yes 
procurement be from the US, the 
recIpIent country, or developmg 
countnes except as otherwIse 
detemuned m accordance WIth the 
cntena of this sectIon? 

c Marme msurance 
(FAA Sec 604( d» If the Yes 
cooperatmg country dlscnmmates 
agaInSt manne msurance comparues 
authorIZed to do bus mess m the 
US, wIll commoditles be InSured m 
the U ruted States agamst manne nsk 
with such a company? 

d Insurance (FY 
1995 AppropnatIOns Act Sec 531) Yes 
WIll any A I D contract and 
SOhcltatlon, and subcontract entered 
lOto under such contract, mclude a 
clause requmng that U S InSurance 
comparues have a faIr opporturuty to 
bId for msurance when such 
Insurance IS necessary or 
appropnate? 

e Non-U S 
agricultural procurement (FAA 
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Sec 604(e» If non-U S 
procurement of agncultural 
commodIty or product thereof IS to 
be fmanced, IS there provIsIon 
agamst such procurement when the 
domestIc pnce of such commodIty IS 

less than panty? (ExceptIOn where 
commodIty fmanced could not 
reasonably be procured m US) 

f Construction or 
engmeermg services (F AA Sec 

N/A 

604(g» W III construction or N I A 
engmeenng servIces be procured 
from fIrms of advanced developmg 
countnes WhICh are otherwIse 
e1igible under Code 941 and which 
have attamed a competItiVe capabIlIty 
m mternatIOnal markets m one of 
these areas? (ExceptIon for those 
countnes which receIve direct 
economic assIstance under the FAA 
and permlt Urnted States fIrms to 
compete for constructlon or 
engmeenng services financed from 
assistance programs of these 
countnes) 

g Cargo preference 
shIppmg (FAA Sec 603» Is the 
shlppmg excluded from comphance 
wIth the reqUIrement m sectIOn 
901 (b) of the Merchant Marme Act 
of 1936, as amended, that at least 
50 percent of the gross tonnage of 
commOdItIeS (computed separately 
for dry bulk earners, dry cargo 
hners, and tankers) financed shall be 
transported on pnvately owned U S 
flag commercIal vessels to the extent 
such vessels are avaIlable at faIr and 
reasonable rates? 

No 
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h TechnIcal 
assIstance (FAA Sec 621(a» If 
techrucal assIstance IS fmanced, WIll 
such assIstance be furnIshed by 
pnvate enterpnse on a contract basIs 
to the fullest extent practIcable? 
W III the faCIlItIes and resources of 
other Federal agencIes be utIlIzed, 
when they are partIcularly sUItable, 
not competItIVe WIth pnvate 
enterpnse, and made avaIlable 
WIthOut undue mterference WIth 
domestIC programs? 

IUS aIr carriers 
(InternatIOnal AIr TransportatIOn FaIr 
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Yes U S InstItutIonal contractors and the 
Patents and Trademarks OffIce of the Dept 
of Commerce WIll partIcIpate 

COmpetitIve PractIces Act, 1974) If Yes 
aIr transportation of persons or 
property IS financed on grant baSIS, 
wIll U S carrIers be used to the 
extent such servIce IS avatlable? 

J Consultmg servICes 

(FY 1995 ApproprIatIOns Act Sec 
559) If aSSIstance IS for consultmg 
serVIce through procurement contract 
pursuant to 5 USC 3109, are 
contract expendItures a matter of 
pubbc record and avaIlable for pubbc 
InspectIOn (unless otherwIse prOVIded 
by law or ExecutIve order)? 

k MetriC conversion 
(Omrubus Trade and CompetItIVeneSs 
Act of 1988, as Interpreted by 
conference report, amendIng MetrIC 
ConverSIon Act of 1975 Sec 2, and 
as Implemented through A I D 
polIcy) Does the aSSIstance 
program use the metnc system of 
measurement m Its procurements, 
grants, and other bUSIness-related 
actIVIties, except to the extent that 

Yes 

Yes, to the extent practicable 

.. 



.. 

such use IS ImpractIcal or IS hkely to 
cause slgrnflcant mefficlencles or 
loss of markets to Urnted States 
fIrms? Are bulk purchases usually to 
be made m metnc, and are 
components, subassembhes, and 
seml-fabncated matenals to be 
specIfIed m metnc urnts when 
economIcally avallable and 
techrncally adequate? W III A I D 
specIfICatIOnS use metnc urnts of 
measure from the earllest 
programmatIc stages, and from the 
earhest documentatIon of the 
aSSIstance processes (for example, 
project papers) mvolvmg quantIfiable 
measurements (length, area, volume, 
capaCIty, mass and weIght), through 
the lffiplementatIon stage? 

CompetItive 
SelectIon Procedures (F AA Sec 
601 (e» W III the aSSIstance utlhze Yes 
competItIve selection procedures for 
the awardmg of contracts, except 
where applIcable procurement rules 
allow otherwIse? 

m Notice 
ReqUirement (FY 1995 
Appropnatlons Act Sec 568) WIll 
project agreements or contracts 
contam notIce consIstent With FAA 
sectIon 604(a) and WIth the sense of 
Congress that to the greatest extent 
practIcable eqUIpment and products 
purchased WIth approprIated funds 
should be AmerIcan-made? 

21 ConstructIon 

a Capital project 

Yes 

(FAA Sec 601(d» If capital ~, N/A 
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constructIon) project, wIll U S 
engmeenng and professIOnal servIces 
be used? 

b ConstructIOn 
contract (F AA Sec 611 ( c)) If 
contracts for constructIOn are to be 
fmanced, wIll they be let on a 
competItIve baSIS to maXImum extent 
practicable? 

c Large proJects, 

N/A 

Congressional approval (FAA Sec N I A 
620(k)) If for constructIOn of 
productIve enterprIse, WIll aggregate 
value of aSSIstance to be furrushed by 
the U S not exceed $100 mIllIon 
(except for productIve enterprIses m 
Egypt that were descnbed m the 
CongreSSIOnal Presentation), or does 
aSSIstance have the express approval 
of Congress? 

22 U S Audit RIghts (FAA 
Sec 301(d» If fund IS establIshed N/A 
solely by U S contrIbutions and 
admiOlstered by an mternatIOnal 
orgaruzatIOn, does Comptroller 
General have audIt fights? 

23 Commumst AsSistance 
(FAA Sec 620(h) Do arrangements N/A 
eXIst to Insure that UOlted States 
foreIgn aId IS not used m a manner 
WhICh, contrary to the best mterests 
of the DOlted States, promotes or 
aSSIsts the foreIgn aId projects or 
actiVItIes of the Commurust-bloc 
countnes? 

24 NarcotiCS 

a Cas h 
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reimbursements (FAA Sec 483 ) Yes 
WIll arrangements preclude use of 
fmancmg to make reImbursements, 
m the fonn of cash payments, to 
persons whose Ilhcit drug crops are 
eradicated? 

b Assistance to 
narcotics traffickers (FAA Sec 
487) Will arrangements take "all 
reasonable steps" to preclude use of Yes 
fmancmg to or through mdlvlduals or 
entItIes which we know or have 
reason to beheve have either (1) 
been convIcted of a VIOlatIOn of any 
law or regulatIon of the Umted 
States or a foreign country relatmg 
to narcotIcs (or other controlled 
substances), or (2) been an IllICit 
trafficker m, or otherwise Involved 
m the IlliCit traffIckmg of, any such 
controlled substance? 

25 ExpropriatIOn and 
Land Reform (FAA Sec 620(g» 
Will assistance preclude use of 
financmg to compensate owners for Yes 
expropnated or natIOnalIzed 
property, except to compensate 
foreign natIOnals In accordance WIth 
a land reform program certIfied by 
the PreSident? 

26 PolIce and Prisons 
(FAA Sec 660) Will assistance 
preclude use of f"lnancmg to proVIde 
trammg, adVIce, or any f"lnanclal Yes 
support for pollce, pnsons' or other 
law enforcement forces, except for 
narcotIcs programs? 

27 CIA ActiVIties (FAA 
Sec 662) Wtll assistance preclude 
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use of fmancmg for CIA aCtIVItIes? Yes 

28 Motor Vehicles (FAA 
Sec 636(1)) WIll assIstance 
preclude use of fmancmg for 
purchase, sale, long-term lease, 
exchange or guaranty of the sale of 
motor vehIcles manufactured outsIde 
US, unless a waIver IS obtamed? 

29 Export of Nuclear 
Resources (FY 1995 AppropnatIons 
<\ct Sec 506) W III assIstance 
preclude use of fmancmg to finance-
except for purposes of nuclear 
safety--the export of nuclear 
eqUIpment, fuel, or technology? 

30 PublIcity or 
Propaganda (FY 1995 
AppropnatIons Act Sec 554) WIll 
assIstance be used for publIcIty or 
propaganda purposes desIgned to 
support or defeat legIslatIOn pendmg 
before Congress, to mfluence many 
way the outcome of a polItical 
electIOn m the Uruted State." or for 
any publIcIty or propaganda purposes 
not authorIZed by Congress? 

31 Exchange for 
Prohibited Act (FY 1995 
Appropnatlons Act Sec 533) WIll 
any assIstance be prOVIded to any 
foreIgn government (mcludmg any 
mstrumentallty or agency thereot), 
foreIgn person, or Uruted States 
person m exchange for that foreIgn 
government or person undertakIng 
any actlon whIch IS, If carned out by 
the Uruted States Government, a 
Uruted States offiCIal or employee, 
expressly prohIbIted by a provlSlon 

Yes 

Yes 

No 

No 
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of Umted States law? 

32 Commitment of Funds 
(FAA Sec 635(h» Does a contract 
or agreement entaIl a commItment 
for the expendIture of funds dunng a 
penod 10 excess of 5 years from the No 
date of the contract or agreement? 

33 Impact on US Jobs 
(FY 1995 AppropnatIons Act, Sec 
545) 

a WIll any financIal 
mcentlve be provIded to a bus mess 
located m the U S for the purpose 
of mducmg that busmess to relocate No 
outsIde the U Sma manner that 
would lIkely reduce the number of 
U S employees of that busmess? 

b WIll assIstance be 
provIded for the purpose of 
establIshmg or developmg an export 
processmg zone or deSIgnated area In No 
WhICh the country's tax, tanff, labor, 
envIronment, and safety laws do not 
apply? If so, has the President 
determIned and certIfied that such 
assIstance IS not lIkely to cause a 
loss of Jobs wltrun the US? 

c WIll assistance be 
proVIded for a project or actIVIty that 
contnbutes to the VIOlation of 
mternatIonally recogruzed workers No 
nghts, as defIned m sectIOn 502(a)(4) 
of the Trade Act of 1974, of workers 
m the recIpient country, or Will 
assistance be for the Informal sector, 
mIcro or small-scale enterpnse, or 
smallholder agnculture? 
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B CRITERIA APPLICABLE TO 
DEVELOPMENT ASSISTANCE 
ONLY 

1 Agricultural Exports 
(Bumpers Amendment) (FY 1995 
AppropnatIOns Act Sec 513(b), as 
mterpreted by conference report for N / A 
ongmal enactment) If assIstance IS 
for agrIcultural development 
actIvIties (speCIfIcally, any testmg or 
breedmg feaSIbIlIty study, vanety 
Improvement or mtroductIOn, 
consultancy, publIcation, conference, 
or trammg), are such activItIes (1) 
speCIfIcally and pnncIpally desIgned 
to mcrease agncultural exports by 
the host country to a country other 
than the Umted States, where the 
export would lead to dIrect 
competItion In that thIrd country WIth 
exports of a sImIlar commodIty 
grown or produced In the Umted 
States, and can the actIVIties 
reasonably be expected to cause 
substantIal mJury to U S exporters 
of a SImIlar agncultural commodity, 
or (2) In support of research that IS 
mtended prImanly to benefit U S 
producers? 

2 Tied AId Credits (FY 
1995 AppropnatIons Act, Title II, No 
under headmg "EconomiC Support 
Fund") WIll DA funds be 
used for tIed aid credIts? 

3 Appropnate Technology 
(FAA Sec 107) Is speCIal emphaSIS 
placed on use of appropnate N/A 
technology (defined as relatively 
smaller, cost-savIng, labor-usmg 
technologIes that are generally most 
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approprIate for the small farms, 
small busmesses, and small mcomes 
of the poor)? 

4 Indigenous Needs and 
Resources (FAA Sec 281 (b)) 
DescrIbe extent to WhiCh the activity 
recogmzes the particular needs, 
desires, and capacltles of the people 
of the country, utilIzes the country's 
mtellectual resources to encourage 
mstttuttonal development, and 
supports CIVIC educatlon and tralmng 
m skills requued for effective 
partlclpatlOn m governmental and 
polItical processes essential to 
self-government 

5 Econonnc Development 
(FAA Sec 101(a» Does the 
activity give reasonable promise of 
contrIbutmg to the development of 
economic resources, or to the 
mcrease of productlve capacltles and 
self-sustalmng economIC growth? 

6 Special Development 
Emphases (FAA Secs 102(b), 113, 
281(a» Descnbe extent to WhICh 
activity Will (a) effectIvely mvolve 
the poor m development by 
extendmg access to economy at local 
level, mcreasmg labor-mtenslve 
productlOn and the use of appropnate 
technology, dlspersmg mvestment 
from cities to small towns and rural 
areas, and lllSunng Wide partICIpation 
of the poor m the benefits of 
development on a sustamed baSIS, 
USIng approprIate U S InstItutIons, 
(b) encourage democratIc pnvate 
and local governmental lllStltutlOns, 
(c) support the self-help efforts of 
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The project has been deSigned based on 
pubhc and pnvate sector mput and 
background research conducted m dlfferent 
countnes of the reglOn 

For Central AmerIca, mcreased mtegratlOn 
mto the hemlsphenc economy through 
partlclpatlOn m a free trade agreement wIll 
be essentIal to maIntammg suffiCient levels 
of economic growth to meet the needs of ItS 
population 

(a) Income dlstrIbutlOn can be made mJre 
eqUItable by allowmg for a freer movem 1t 

of labor and greater participation m Lne 
economic development process The project 
wIll work on Issues related to estabhshmg a 
harmomzed legal framework for labor m the 
reglOn and mcreasmg the partiCipatiOn of 
labor m readymg the reglOn for greater 
mtegratlon mto the hemlsphenc economy 
(b) N/A 
(c) The project purpose IS to Increase 
reglOnal preparedness for partICIpatIOn In 
free trade agreements 
(d) The project Will promote mternatlOnally 
recogmzed workers nghts, workmg on those 



developmg countnes, (d) promote 
the participatIOn of women m the 
natIOnal economies of developmg 
countnes and the Improvement of 
women's status, and (e) utlhze and 
encourage regIOnal cooperatlon by 
developmg countnes 

7 RecIpIent Country 
ContrIbutIOn (FAA Secs 110, 
124(d)) win the recIpient country 
provide at least 25 percent of the 
costs of the program, project, or 
actlvlty With respect to which the 
assistance IS to be furrushed (or IS 
the latter cost-shanng reqUIrement 
bemg waived for a "relatlvely least 
developed" country)? 

8 Benefit to Poor MajorIty 
(FAA Sec 128(b)) If the actiVity 
attempts to mcrease the mstltutIOnal 
capabilIties of pnvate orgaruzatlOns 
or the government of the country, or 
If It attempts to stImulate sCientific 
and technological research, has It 
been deSigned and Will It be 
momtored to ensure that the ultnnate 
benefic lanes are the poor majorIty? 

9 Contract Awards (FAA 
Sec 601 (e)) Will the project utilIze 
competitive selectIOn procedures for 
the awardmg of contracts, except 
where appbcable procurement rules 
allow otherwise? 

10 Disadvantaged 
Enterprises (FY 1995 
ApproprIatIOns Act Sec 555) What 
portIOn of the funds Will be avallable 
only for actiVities of economically 
and SOCially disadvantaged 
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Issues for WhICh there IS a comparatlve 
regIOnal advantage 
(e) Project actlvltles Will directly support 
actIOns reqUIred to prepare the regIOn for 
partlcipatlon m free trade agreements 

No, not reqUIred for a regIOnal project 

Yes An Important focus of project actlVltles 
IS the protectIOn of mtematlonally
recogruzed workers nghts m the region and 
mcreasmg the partiCipatIOn of labor m 
readymg the regIOn for greater mtegratlon 
mto the hemlsphenc economy 

Yes 

Although funds Will not be speCifically set 
aSide for partiCipatIOn of these enterpnses, 
the techmcal assistance and other contracts 
wlll be competitively bldded for, allowmg 



enterpnses, histoncally black 
colleges and uruverSltIes, colleges 
and uruversltles havmg a student 
body m WhICh more than 40 percent 
of the students are Hlsparuc 
Amencans, and pnvate and 
voluntary orgaruzatlOns WhICh are 
controlled by mdlvlduals who are 
black Amencans, Hispalllc 
Amencans, or Native Amencans, or 
who are economIcally or socIally 
dIsadvantaged (mcludmg women)? 

11 BiOlogical Diversity 
(FAA Sec 119(g) W III the 
assistance (a) support tralrung and 

Annex A 
Page 23 of 34 

for partICIpatIOn of economIcally 
dIsadvantaged fIrms 

education efforts which tmprove the N / A 
capacIty of reCIpient countnes to 
prevent loss of blOloglcal diversIty, 
(b) be prOVIded under a long-term 
agreement m WhICh the reCIpIent 
country agrees to protect ecosystems 
or other wlldhfe habitats, (c) 
support efforts to Identify and survey 
ecosystems m reCIpient countries 
worthy of protection, or (d) by any 
dIrect or mdirect means sIgmficantly 
degrade national parks or stmIlar 
protected areas or mtroduce exotic 
plants or arumals mto such areas? 
(Note new speCIal authonty for 
biodIversIty actIVIties contamed m 
section 54 7 (b) of the FY 1995 
AppropnatIons Act) 

12 Tropical Forests (FAA 
Sec 118, FY 1991 Appropnations 
Act Sec 533(c) as referenced In 

sectlOn 532(d) of the FY 1993 
AppropnatlOns Act) 

a A I D RegulatIon 
16 Does the aSSIstance comply WIth 



the envIronmental procedures set Yes 
forth m A I D RegulatIOn 16? 

b Conservation 
Does the aSSIstance place a hIgh 
pnonty on conservatIOn and 
sustamable management of tropIcal 
forests? SpecIfIcally, does the 
aSSIstance, to the fullest extent 
feasIble (1) stress the Importance of 
conservmg and sustamably managmg 
forest resources, (2) support 
actIvItles which offer employment 
and mcome alternatives to those who 
otherwIse would cause destruction 
and loss of forests, and help 
countnes Identify and Implement 
alternatIves to colomzmg forested 
areas, (3) support tralmng 
programs, educational efforts, and 
the estabhshment or strengthemng of 
mstItutlons to Improve forest 
management, (4) help end 
destructive slash-and-burn agnculture 
by supportmg stable and productIve 
farnung practices, (5) help conserve 
forests whIch have not yet been 
degraded by helpmg to Increase 
productIOn on lands already cleared 
or degraded, (6) conserve forested 
watersheds and rehablhtate those 
which have been deforested, (7) 
support tramIng, research, and other 
actions which lead to sustaInable and 
more envIronmentally sound 
practIces for tImber harvestIng, 
removal, and processIng, (8) 
support research to expand 
knowledge of tropical forests and 
IdentIfy alternatives whIch WIll 
prevent forest destructIOn, loss, or 
degradatIOn, (9) conserve biological 
diverSIty In forest areas by 

N/A 
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supportmg efforts to Identify, 
establish, and maIntain a 
representatIve network of protected 
tropIcal forest ecosystems on a 
worldWIde basIs, by makmg the 
estabhshment of protected areas a 
condItIOn of support for actiVIties 
mvolvmg forest clearance or 
degradation, and by helpmg to 
IdentIfy tropIcal forest ecosystems 
and speCIes In need of protectIOn and 
estabhsh and mamtam appropnate 
protected areas, (10) seek to 
Increase the awareness of U S 
Government agenCIes and other 
donors of the unmedlate and 
long-term value of tropIcal forests, 
(11) utilIze the resources and abIlItIes 
of all relevant U S government 
agenCIes, (12) be based upon careful 
analYSIS of the alternatives avaIlable 
to achIeve the best sustaInable use of 
the land, and (13) take full account 
of the envIronmental Impacts of the 
proposed actIVIties on bIologIcal 
dIverSIty? 

c Forest 
degradation W III aSSIstance be 
used for (1) the procurement or use Nt A 
of loggmg eqUIpment, unless an 
envIronmental assessment IndIcates 
that all timber harvestIng operations 
mvolved WIll be conducted ill an 
environmentally sound manner and 
that the proposed actIvity Will 
produce pOSItIVe economIC benefits 
and sustaInable forest management 
systems, (2) actIons which wIll 
slgruficantly degrade natIonal parks 
or SImIlar protected areas whIch 
contaIn tropical forests, or Introduce 
exotIc plants or arumals Into such 
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areas, (3) actIVItIes WhIch would 
result m the converSIOn of forest 
lands to the rearmg of lIvestock, (4) 
the constructIon, upgradmg, or 
mamtenance of roads (mcludmg 
temporary haul roads for loggmg or 
other extractIve mdustnes) WhIch 
pass through relatively undergraded 
forest lands, (5) the coloruzatIOn of 
forest lands, or (6) the constructIOn 
of dams or other water control 
structures WhICh flood relatIvely 
undergraded forest lands, unless WIth 
respect to each such aCtIVIty an 
envIronmental assessment mdIcates 
that the aCtIVIty wIll contnbute 
sigrufIcantly and dIrectly to 
Improvmg the hvehhood of the rural 
poor and wIll be conducted m an 
envIronmentally sound manner WhICh 
supports sustamable development? 

d Sustamable 
forestry If assistance relates to NI A 
tropical forests, WIll project assIst 
countrIes m developmg a systematIc 
analYSIS of the appropnate use of 
theIr total tropIcal forest resources, 
With the goal of developmg a 
natIOnal program for sustamable 
forestry? 

e EnVironmental 
unpact statements. WIll funds be 
made avaIlable m accordance WIth N/A 
proVISIOns of FAA SectIOn 117(c) 
and apphcable A I D regulatIOns 
requIrIng an envIronmental unpact 
statement for actIVIties slgmficantly 
affectmg the enVIronment? 

13 Energy (FY 1991 
ApproprIatIons Act Sec 533(c) as 
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referenced m sectlOn 532(d) of the NI A 
FY 1993 AppropnatlOns Act) If 
assIstance relates to energy, wIll 
such assIstance focus on (a) end-
use energy effIcIency, least-cost 
energy planmng, and renewable 
energy resources, and (b) the key 
countnes where assIstance would 
have the greatest unpact on reducmg 
emlSSlOns from greenhouse gases? 

14 Debt-for-Nature 
Exchange (FAA Sec 463) If 
project will fmance a debt-for-nature N/A 
exchange, descnbe how the exchange 
will support protection of (a) the 
world's oceans and atmosphere, (b) 
ammal and plant speCIes, and (c) 
parks and reserves, or descnbe how 
the exchange wIll promote (d) 
natural resource management, 
(e) local conservatlOn programs, 
(f) conservatlOn trammg programs, 
(g) publlc commItment to 
conservation, (h) land and ecosystem 
management, and (1) regeneratIve 
approaches m farmmg, forestry, 
flshmg, and watershed management 

15 Deobhgatlon/-
Reobhgatlon (FY 1995 
Appropnat10ns Act Sec 510) If 
deob/reob authonty 1S sought to be NI A 
exerc1sed m the prov1s1on of DA 
ass1stance, are the funds bemg 
obhgated for the same general 
purpose, and for countnes W1thm the 
same reglOn as ongtnally obhgated, 
and have the House and Senate 
AppropnatIons CommIttees been 
properly notIfied? 
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16 Loans 

a Repayment 
capacity (FAA Sec 122(b» 
InformatIOn and conclusIOn on 
capacIty of the country to repay the 
loan at a reasonable rate of mterest 

b Long-range plans 
(FAA Sec 122(b» Does the 
aCtIVIty gIve reasonable promIse of 
assIstmg long-range plans and 
programs desIgned to develop 
economIC resources and mcrease 
productIve CapaCIties? 

c Interest rate (FAA 
Sec 122(b» If development loan IS 
repayable m dollars, IS mterest rate 
at least 2 percent per annum dunng 
a grace penod WhICh IS not to exceed 
ten years, and at least 3 percent per 
annum thereafter? 

d Exports to Umted 
States (FAA Sec 620(d» If 
assIstance IS for any productIve 
enterpnse WhICh WIll compete WIth 
U S enterpnses, IS there an 
agreement by the recIpIent country to 
prevent export to the U S of more 
than 20 percent of the enterprIse's 
annual production durIng the ltfe of 
the loan, or has the reqUIrement to 
enter Into such an agreement been 
waIved by the PreSIdent because of a 
national securIty Interest? 

17 Development ObjectIves 
(FAA Secs 102(a), 111, 113, 
281(a» Extent to WhICh actIVIty 
WIll (1) effectIvely Involve the poor 
In development, by expandIng access 

N/A 

(1) See 6 (a) 
(2) N/A 
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to economy at local level, IncreasIng 
labor-IntensIve productIon and the 
use of appropnate technology, 
spreadIng mvestment out from 
cItIes to small towns and rural areas, 
and Insunng wIde partICIpatIOn of the 
poor In the benefIts of development 
on a sustamed basls, USIng the 
appropnate U S mstitutIons, (2) 
help develop cooperatives, especlally 
by technIcal aSSIstance, to asslst rural 
and urban poor to help themselves 
toward better hfe, and otherwlse 
encourage democratlc pn vate and 
local governmental mstItutIons, (3) 
support the self-help efforts of 
developmg countnes, (4) promote 
the partIclpatIOn of women m the 
national economIes of developIng 
countrles and the lffiprovement of 
women's status, and (5) utIlIze and 
encourage regIOnal cooperation by 
developIng countnes? 

18 Agriculture, Rural 
Development and NutritIOn, and 
Agricultural Research (FAA Secs 
103 and 103A) 

a Rural poor and 
small farmers If aSSIstance IS 
beIng made avaIlable for agnculture, 
rural development or nutrttIon, 
descnbe extent to wlnch aCtiVIty IS 
speCIfically deSIgned to Increase 
prOdUCtiVIty and mcome of rural 
poor, or If aSSIstance IS bemg made 
avaIlable for agncultural research, 
has account been taken of the needs 
of small farmers, and extensIve use 
of field testIng to adapt baSIC 
research to local condItIOns shall be 
made 

(3) See 6 (c) 
(4) See 6 (d) 
(5) See 6 (e) 

N/A 

Anne..:: A 
Page 29 of 34 



b NutrItIOn 
Descnbe extent to WhICh assIstance 
IS used m coordmatIOn wIth efforts 
carned out under FAA Section 104 
(Population and Health) to help 
Improve nutntlon of the people of 
developmg countnes through 
encouragement of Increased 
productIOn of crops WIth greater 
nutntIOnal value, Improvement of 
plannmg, research, and educatIOn 
WIth respect to nutntIOn, partIcularly 
WIth reference to Improvement and 
expanded use of mdigenously 
produced foodstuffs, and the 
undertakmg of pIlot or demonstratIOn 
programs explIcItly addressmg the 
problem of malnutntIOn of poor and 
vulnerable people 

C Food security 
Descnbe extent to whIch aCtIVIty 
mcreases natIOnal food secunty by 
Improvmg food polICIes and 
management and by strengthenmg 
natIonal food reserves, WIth 
partIcular concern for the needs of 
the poor, through measures 
encouragmg domestIC productIOn, 
buIldmg natIOnal food reserves, 
expandmg avaIlable storage facIlItIes, 
reducmg post harvest food losses, 
and Improvmg food dIstrIbutIon 

19 PopulatIOn and Health 
(FAA Secs 104(b) and (c» If 
assistance IS bemg made avatlable for 
populatIon or health actIVItIes, 
deSCrIbe extent to whIch aCtIVIty 
emphaSIZes low-cost, mtegrated 
delIvery systems for health, nutntIon 
and famIly planmng for the poorest 
people, WIth partIcular attentIon to 

Annex A 
Page 30 of 34 

... 

N/A 



y 

the needs of mothers and young 
chlldren, usmg paramedIcal and 
auxIlIary medical personnel, clImcs 
and health posts, commercIal 
dIstnbutIOn systems, and other 
modes of commuruty outreach 

20 EducatIon and Human 
Resources Development (FAA Sec 
105) If assistance IS bemg made N / A 
avaIlable for educatlon, publIc 
admmlstratIOn, or human resource 
development, descnbe (a) extent to 
WhICh aCtlVIty strengthens nonformal 
educatlon, makes formal educatlon 
more relevant, especially for rural 
familIes and urban poor, and 
strengthens management capabIhty of 
mstitutlons enablmg the poor to 
particIpate m development, and (b) 
extent to WhICh assistance prOVides 
advanced educatIOn and trammg of 
people of developmg countnes m 
such disciplInes as are reqUired for 
planmng and Implementatlon of 
publIc and private development 
actlvltles 

21 Energy, Private 
Voluntary OrgamzatIons, and 
Selected Development ActiVities 
(FAA Sec 106) If assistance IS 
bemg made avaIlable for energy, 
private voluntary orgaruzatlons, and 
selected development problems, 
descnbe extent to wruch actiVity IS 

a concerned WIth 
data collectIOn and analYSIS, the 
trammg of skIlled personnel, 
research on and development of 
SUitable energy sources, and pIlot 
projects to test new methods of 

N/A 
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energy productIOn, and facIlItatIve of 

research on and development and use 
of small-scale, decentralIzed 
renewable energy sources for rural 
areas, emphasizmg development of 
energy resources which are 
environmentally acceptable and 
reqUire mmUTIum capital mvestment, 

b concerned With 
techlllcal cl,vperatlOn and 
development, especIally With U S 
pnvate and voluntary, or regIOnal 
and mternatlonal development, 
orgaruzatIOns , 

c research mto, and 
evaluatIon of, economIC development 
processes and techruques, 

d reconstructIon after 
natural or manmade dIsaster and 
programs of dIsaster preparedness, 

e for speCIal 
development problems, and to enable 
proper UtIlIzatIOn of mfrastructure 
and related projects funded WIth 
earlIer U S aSSIstance, 

f for urban 
development, espeCIally small, 
labor-mtensive enterprIses, marketmg 
systems for small producers, and 
fmancial or other lllStltutlOns to help 
urban poor participate m economic 
and social development 

22 Capital Projects (Jobs 
Through Export Act of 1992, Secs 
303 and 306(d» If aSSIstance IS Nt A 
bemg proVided for a capItal proJect, 
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IS the project developmentally sound 
and WIll the project measurably 
alleViate the worst mamfestatlOns of 
poverty or dIrectly promote 
envIronmental safety and 
sustamabillty at the commumty 
level? 

CRITERIA APPLICABLE TO 
ECONOMIC SUPPORT FUNDS 
ONLY 

1 Economic and PolItical 
StabilIty (FAA Sec 531(a» win 
thIS assIstance promote economIC and 
polItical StabIlIty? 
To the maXImum extent feasIble, IS 
thiS assistance consIstent WIth the 
polIcy directlOns, purposes, and 
programs of Part I of the FAA? 

2 MIlItary Purposes (FAA 
Sec 531(e)) WIll thIS aSSIstance be 
used for mIlItary or paramIlItary 
purposes? 

3 Commodity 
Grants/Separate Accounts (FAA 
Sec 609) If commodities are to be 
granted so that sale proceeds WIll 
accrue to the reCIpIent country, have 
SpeCIal Account (counterpart) 
arrangements been made? (For FY 
1995, thiS provlslOn IS superseded by 
the separate account requrrements of 
FY 1995 AppropnatIons Act Sec 
536(a), see Sec 536(a)(5» 

4 Generation and Use of 
Local Currencies (FAA Sec 
531(d» W1l1 ESF funds made 
avaIlable for commodity lffiport 
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programs or other program 
assistance be used to generate local 
currencies? If so, will at least 50 
percent of such local currencies be 
available to support actiVItIes 
consistent WIth the objectIves of 
FAA sectIOns 103 through 106? 
(For FY 1995, thIS provISIon IS 
superseded by the separate account 
requIrements of FY 1995 
AppropnatIOns Act Sec 536(a), see 
Sec 536(a)(5» 

5 Capital Projects (Jobs 
Through Exports Act of 1992, Sec 
306) If assistance IS beIng proVided 
for a capItal proJect, will the project 
be developmentally-sound and 
sustaInable, 1 e, one that IS (a) 
environmentally sustaInable, (b) 
withIn the fInanCIal capaCIty of the 
government or recIpIent to maIntaIn 
from ItS own resources, and (c) 
responsive to a slgmflcant 
development pnonty Imtlated by the 
country to which assIstance IS beIng 
proVided (Please note the defInItIon 
of "capItal project" contaIned In 
sectIOn 595 of the FY 1993 
AppropnatIOns Act Note, as well, 
that although a comparable provlSlon 
does not appear m the FY 94 
AppropnatIOns Act, the FY 93 
prOVlSlon applIes to, among other 
thmgs, 2-year ESF funds which 
could be oblIgated In FY 94 ) 
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PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

PrOject Tille and Number RegIonal Trade Policy Project 596 0178 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF ThRIFICATION 

Program or Sedor Goal The broader Measures or Goal Achievement 

objecllve to whIch tillS project 

contnbutes 

Increased Central Amencan partIcIpatIOn I Increase m Central Amencan exports to the western I USAID/G CAP calculations based on 

In the hemlsphenc economy hemIsphere as a percentage of GDP from 15 7% In 1993 IMF Dlrecllon of Trade Stallstlcs and 

to 18% m 2000 NatIOnal GDP data 

2 Increase m composlle score on readiness indIcators 2 USAID/G CAP staff calculations based 
(developed by the InstItute for hllernatlonal EconomICs) on a methodology developed by tile 
from 2 7 In 1992 to 3 4 In 2000 InSIllUle for International EconomICs 

Project Purpose Conchtlons thai will Indicate purpose has been aclueved 
End of Projed Statns 

Increase regIonal preparedness for Trade I!ollc:r: framework consIstent WIth free trade 

parllclpallon In free trade agreements agreement reqUIrements I USTR 

I Increase m number of countnes that have negollated and 
Implemented bIlateral mvesunent treatIes WIth the U S 

from 0 m 1993 to 6 In 2000 2 USTR 
2 Increase In number of countnes that have negollated and 

unplemented a bIlateral Intellecrual property nghts treaty 
WIth the U S from 0 m 1994 to 6 m 2000 

Market oriented I!ollcles sUI!I!0rllve of freer mtra regIonal I USAID/G CAP calculations based on 

trade SIECA data 
I Increase m mtra regIonal trade as a percentage of GDP 2 Mlmstnes of Economy 

from 33% m 1993 to 40% m 2000 
2 Reduce number of product categories not eligIble for 

mtra regIonal trade from \I m 1993 to 8 m 2000 

Iml!roved I!ohc~ and mSlllullonal framework that faCIlitates I CRAS 
greater labor l!artlcll!atlOn m the benefits of growth 

I Increase m percent of harmomzallon of labor codes m 
the regIon from 0% m 1993 to 100% m 2000 

LIte of ProJecl 

ANNEX B 
Page 1 of 2 

From FY 9'i 10 FY 2000 
Total U S fundlllg $5 245m 
Date prepartd 4/21/95 

IMPORTANT AS.'>UMPTlONS 

Assumptions for achle.mg gOdl targets 

Central Amenca s mterest In and cumnlltmcnl [0 

beconllng part of the Free Trade Area of Ihe Amencas 

Assumptions for achlevmg purpose 

I Contmued commlllnent on ~Ie part of Cenlral 
Amencan governments 10 ntgotldte future frte tradt 
agreements as a blocl and to support oUlward 
Orlentaled regional ecunomlL mtegratlon 

2 Contmued "llImgness of Cemral Amencan govern 
ments to Improve trade rlgllnes wlthlll context of 
overall econonllc reform programs 

3 Contmued favorable econonllc envlronmtnt 

4 Contmuatlon of Intenm Trade Program or eqUIvalent 



NARRATIVE SUMMARY OBJEf'IlVELY VERIFIABLE INDICATORS 

Outputs Magmtude of Outputs 
Protection of ImellcclUal Proee!!}: RIShls 
1 Drafting of model Central Amencan 1 1 500 key policy makers m Ihe public and pnvate sectors 
Convenllons covenng patent and tramed m Importance of Intellectual property fights and 

copynght protecllon wtlh understandmg of new reglonallPR convenllons 
2 Determmatlon of areas where 
legislation needs to be modified to meet 2 400 labor leaders tramed In reqUirements for free trade 
internatIOnal standards and building of agreement negotiations wllh better understandllIg of Ihetr 
consensus on Ihe reqUIred policy changes role and Ihe changes required 
3 Upgrading of enforcement capacity m 
\he region 3 180 key public and pnvate sector pollcymakers trallIed m 

Ihe changes required In Ihe mvestment climate to meet 

Encouragms ParllCll!allon of Labor mternatlonal standards 
I Hannomzallon and stmpllficatlon of 

labor codes m order to unprove labor 4 200 key public and pnvate sector policy makers and 
mobthty faCIlitate labor code comph techmcal staff tramed m application of WTO-conslstent 

ance and enforcement aod to ensure trade standards and m Ihe reducllon of non tanff barners 
adequate proteclton of workers nghts 
m all countnes of Ihe region 
2 Increased regIonal understandIng of Ihe 

relallonshlps between mcreased trade 
and beller wages mtematlonally recog 
mzed workers nghts and trade prefer 

ences and models of labor/manage 
ment cooperalton Ihat contrtbute 10 

bolh IOcreased productiVity and wages 

Iml1rovement of Ihe Investment Poltc~ 
Framework 
I Effect policy refonn and changes 10 

regulatory procedures at regional level 
Ihal lead to Improvements m IOvest 

ment cJtmate 

Trade llberallzallon 
I Reducllon 10 non tartff barners 
2 Make regIOnal legislatIOn conSIstent 

wllh GA 1T standards 

Inputs implementation Target (Type and Quantity) 

See project budget Obltgallon reports monthly project reports 

MEANS OF VERIFICATION 

1 Implemenung agencY(les)/Contractor s 
records and quarterly project reports 

2 Public and pnvate sector records and 
stallSIlCS 

3 Project evaluatIOns and surveys 

I USAID Fmanclal Management Office 
reports 

2 Pubhc and private sector records 

ANNEXD 

ANNEX B 
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II\-WORTANT ASSUl\O'TIONS 

Assumptions for achieving outputs 

I Central Amencan governmLOts conllnue lhelT 
commItment and support to hberallZlng Ihe trade 
enVlTonment 

2 Pnvate sector confidence III n~w poliCIes and 
regulatIOns 

3 Contmued cooperallon among labor pnvate and 
publtc sectors 

4 Contmued focus on Importance of Improvoog labor 
relauons 

Assumphons for proVldmg IIII' l> 

I ProVISIon of project funds as proJLcted 

2 Parllclpallng InStJlullUns fulfill finanCIal support 
commllDlents 
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LAC-IEE-95-12 

D[v[LOPMENT ENVIRONMENTAL THRESHOLD DECISION 

PrOJect Locatlon 

PrOJect Tltle 

PrOJect Number 

Fundlng 

L1fe of ProJect 

lEE Prepared by 

Recommended Threshold DeC1S1on 

Bureau Threshold Decls10n 

comments 

Central Amerlca (Reglonal) 

Reg10nal Trade POI1CY and 
EconomlC Integratlon ProJect 

596-0178 

$5,200,000 
! 

1995 - 2000 

W T Wllllams, Reglonal 
Envlronmental Advlsor 

Categorlcal Excluslon 

categorlcal 
Excluslon/Cond1t1onal Negatlve 
Determ1natlon 

categorlcal Excluslon lS lssued, as stated 1n attached lEE, for 
workshops, sem1nars and conferences, vls1tatlon tours, short-term 
tralnlng, and POllCY seSSlons as descr1bed 1n 22 CFR 216 2 (c) 
(2) (1) and (111) 

A Condltlonal Negatlve Determ1natlon 1S lssued for deSIgnIng new 
trade pollcles and aSSIstance ln draftIng new leglslat10n ThIS 
component IS not categorlcally excluded from addlt10nal 
envIronmental reVIew Slnce these actIons could "have an effect on 
the natural or physlcal enVIronment" (22 CFR 216 2(c) (1» The 
Condltlonal NegatIve Determlnatlon IS based on the potentIal for 
negatIve envlronmental Impacts (dlrect and Indlrect) WhlCh could 
result from proJect efforts to advance and accelerate the process 
of GATT-conslstent, trade-creatlng Central Amerlcan economlC 
lntegratlon However, If the followlng mltlgatlon IS 
Implemented, the actlvlty should not have a slgnlflcant effect on 
the envlronment (22 CFR 216 3(a) (2) (111) 

To mltlgate envlronmental Impacts, LAC/RSD/E requests 
that the RegIonal Envlronmental Advlsor (REA) be 
lnvolved In deslgn of all actlvltles, and recommend 
mltlgatlve measures If a speclflc actlvlty may result 
In slgnlflcant envlronmental Impact, REA shall refer 
actlvlty to LAC Chlef Envlronmental Offlcer for a 
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ENVIRONMENTAL THRESHOLD 
DECISION (cont'd ) 

Annex C 
Page 2 of 2 

LAC-IEE-95-12 

determlnatlon of the need for an Envlronmental 
Assessment 

Unless speclal precautlons are taken to ensure full conslderatlon 
of the potentlal envlronmental lmpacts of trade pollcles and 
leglslatlon, the exploltatlve use of natural resources and/or 
lncreased envlronmental pollutlon and degradatlon could result 

Parallel to the proposed trade pollcy and economlC lntegratl0n 
proJect, G-CAP lS deslgnlng a maJor new envlronmental lnltlatlve 
One of the fOCl of that proJect lS to address upward 
harmonlzatlon of envlronmental re1ulatl0ns and deal wlth other 

--~nvlronmental-concerns~wlthln-the context-of free trade 
acceSSlon Close collaboratlon between these two lnltlatlves lS 
lmportant to ensure that there lS no slgnlflcant negatlve 
env1ronmental lmpact from G-CAP's overall free trade related 
actlvltles 

Copy to 

Copy to 

Copy to 

Copy to 

Copy to 

Copy to 

'-

Wlillam S Rhodes 
Dlrector USAlD/G-CAP 

M Alban, PDM 
USAID/Guatemala 

Wayne Wlll1ams, REA/CEN 
USAlD/Guatemala 

Rlchard LoudlS, LAC/SPM-CAC 

Ceclly Mango, LAC/CEN 

lEE Flle 

.. 

.. 
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SUMMARY OF OTHER DONOR ACTIVITIES 

PrOject DescnptIon Donor Estunated Status 
Fundmg 

I Miscellaneous I 
Strengthenmg of UnIons EU 63m ECU Ongomg 

EconomIc modernIzation CIDA $7m Under desIgn 

InstitutIOnal support for regIOnal mstItutIons IDB N/A Under deSIgn 

RegIOnal Industnal Development 

IndustrIal modernIzation strategy for regIOn UNDP $190,000 Begm May 1995 

Support to small and medIUm mdustry EU 6mECU Ongomg 

I Regional Infrastructure Development I 
RegIOnal electrIcal energy development ECLA N/A Ongomg 

Energy support EU 8mECU Ongomg 

Development of telecommUnICatIOns EU 13 8m ECU OngoIng 

I Preparation for a Free Trade Agreement I 
AnalYSIS of rules of ongIn and tarIffs IDB N/A Ongomg 

Research on regional readmess for free trade ECLA N/A OngoIng through 
agreements (manufacturmg, agnculture, October '96 
enVironment, macro economy) 

Regional Export Development 

Export strengthenIng fund EU 48 2m ECU Under deSign 

Development of the fishmg Industry EU 13 4m ECU OngoIng 

FmancIng for small productive projects EU 4mECU Ongomg 

StrengthenIng of phytosanttary services EU 64mECU OngoIng 

CreatlOn of data bank for exporters EU SmECU Ongomg 

Support to aIr transportation for non-tradltlOnal EU SSm ECU Under deslgn 
exports 
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SUMMARY OF RELATED USAID/W and BILATERAL MISSION ACTIVITIES 

I Project TItle I Tuneframe I DeSCrIptIOn I 
USAID/EI Salvador 

Further Trade PD&S aCtiVIty focused on supportIng trade polIcy 
LIberalIzatIOn reforms 

USAID/Guatemala 

Trade and Labor 8/93-8/98 Project actIvitIes support trade polIcy refonn m 
RelatIOns Development the areas of mtellectual property rIghts, 
Project Investment regIstratIOn process, dispute resolutIOn 

and non-tanff barrIers Support IS also provided 
for non-tradItiOnal export development and 
Improvement of labor relatIons 

USAID/Honduras 

Pohcy AnalYSIS and ProvIdes support to the GOH's EconomIc PolIcy 
ImplementatIOn Project AnalysIs and Implementation Urnt and the 

agrtcultural polIcy urnt and to the Chamber of 
Commerce to support economIC polIcy reform 

USAID/Panama 

Trade and Investment 3/92-9/96 Promotes polIcy changes m the legal, JudIcIal and 
Development Project regulatory framework to lIberalIze trade and 

remove constramts to export production SpecIfic 
reforms mclude streamllrung the busmess 
regIstratIon process and supportmg an antI-trust 
and antI-dumpmg law 

USAID/W ILAC/RSDI 
BBEG 

Free Trade ExpansIOn 6/95-6100 Supports actIvItIes m the hemIsphere related to 
Project trade pollcy, labor Issues, mfrastructure and 

technology transfer 

.. 
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1 TRATADOS GENERALES 

i 



.... ~ 
~ 

TRA I'ADOS (;ENERALES SOBRE I'ROI'IEDAI> IN I'ELECTUAL 

TRATADO 0 CONVENIO I' AISES I' ART ... 
~N CI~NTROAMERICA 

1 Convemo que establece la Orgamzacl6n 
Mundlal de la Propledad Intelcctual (OMPI) 
de 1967 

2 Convencl6n sobre Patentes de Invem .. 16n, 
DlbuJos, Modelos Industnalcs, Marcas de 
Fc1bnccl y Comcrclo y Proplcdad Lltcrdrana 
y Artfsllca (Convencl6n de RCo de (906) 

Gualcmdla 
EI Sdlvador 
lIondurd~ 

Nlcardgud 
Co~ta RlCd 
Pdnama 

Gualemdld 
EI Salvddor 

3 Acuerdos sobre los aspectos de los Derechos Gualcmdld 
de Propledad Intelectual relaclonados con el EI Salvador 
Comerclo (ADPIC, TRIPs -slglas en mgles-) Honduras 
EI Acuerdo que establece la Orgamzacl6n N lcaragud 
Mundlal de Comerclo, del cual es parte Costa R1Cd 
mtegral el ADPIC 0 TRIPs no ha sldo Panama 2 

rdtlficado por los pafses centroamencanos, 
pero todos ellos 10 suscnbteron y 10 
rdtlficdran durante 1995 1 

(1) flonducas y Costa Rlca ratlilcaron 1a Ronda Uruguay en dlclembce de 1994 
(2) Pdnallld ebta en p["Qcebo de entcar a 1a OMC y CdtltiCdC Id Ronda Ucuguay 

~ 

~ 
'" 

1981 
1978 
1983 
1984) 
1981 
1981 

1909 
1908 

I nil Orals 11 
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2 TRATADOS VINCULADOS EN LAS NEGOCIACIONES 
COMERCIALES 



.t:>o 
1JI ..... 

~-~ 

TRATAllOS MA!> RU ...... VAN1"E!> " .. II 
CUANTO Ut..RM.1I0!> U"- AUlOR 

Para las N .. odllCJOlleol 
CODl ... dal .. ,OlrOI _1I .. rom ..... Inleroaclollala 

(Al 

I Con~mlo de Bema para Ia Prolecd611 
de Iu Obr .. Lt .... arlas , Ar1&tlcu 
(kDII 1116 UbIma AdalParla 1971) 

1 Coo~ftlio par. Ia Protad6n de I ... 
Produdohl de Fouo .... m .. (IOolr. Ia 
roproducddo no .utorUada de .... 
rolJOll'_ «.Inebr. 1971) 

1 Cou~oodoo bl .... oadooaI aobre Ia 
prot-=Uo de loa 
artfstfllallnlhprda 0 ~~ loa 

prod .......... de roooar ...... )' loa 

OI"laoiamoa de racUorual6n (Roo. 1"1) 

.. Conv'lIlo lOb ... Ia dlalrlbud60 de 
MGaIea portadot' .. de Foaramu 
lr&Dlllllbdaa por ..aQIte (Br ....... 19701) 

S Tralado lobre eI R .... lro 
luleroadouai de obru audIo .... uaIa 
(R .. ""'" de PoIkuIu) (GIDebra IM9, 

, Tratado IObre Ia Propledad 
InIeIeduaI r .. (Mdo de loa drcuIt ... 
Inlqradoa (Wublnctoo IMt , No ... 
1IJInIdo .......... 

7 Conve0d6u Geoerallo1eramlril:aoa 
IObre Pendto de Aulor .. Obru 
UI ... arIas Clelltlllcu), ArtIatlcu 
twasbfua1ol1 19-46) 

• COII ... ldon Unf .. rwlObre 
Duecb". d. Aulor (Glllebra 1952) 

.. ~ 

QIII"'~ '>ON 
I'AR I I,. I,.N 

Ct..NTROAMUU£'A 

AL 111195 

C IUca (78) 
iI SaI~ (94) 

1Ioodur .. "') 

COIla Ib (Il) 
iii s.av.dar ("If) 
eua.-a. ('TJ) 

HOIIIIurM "') 
.....-('7 .. 

COIla Ib ('71) 

EI SaI~ ("If) 
GuaIftIUIIII (77) 
HODdur .. (M) 

PIIDIIIM (Il) 

N ........... ('7f) 
Pawtml (15) 

C,;:t ....... (." 

GualaDala' 
Hoadur .. ("7) 
C_IUca(SI) 

P ...... "(I1) 

Guale ... ala (64) 
iI Salvador (71) 

Hondur .. ' 
NIcar ..... ' 
COIIta IUca (5J) 

Panall" ('2) 

Nulll Entre pon., .......... rccc el ano at que 10 raufiCll'OII 

IRAIAno~ 

lit A 1 AI)O!> I\tA!> 

ItU I,. \ AN rl,.!> "-N (. lJAN ro A 
I'ROPII,.UAII INIHI!>l RIAL 

P .......... N .. oaa<'lo"", 
( Oll~rs y olru. 

comprolnblo. tnltnlA(" 

(BI 

I Connnfo de Parla para Ia 
prolecctoll d ... Propledad 
Ind ... lrlal (Parla 1113) 

1 COllveufo IlIlerlladollal para 
Ia proteadcIn de Iu obtmd_ 
y ........ (Cou~enlo UPO\') 
(1971) 6 Convooc:Mn 
lnlenudonal par. Ia Ptvteccl6n 
de NueYu Varfedada de 
Plan ... (1"1) 

.1 Amalo de LUbo. nIatI~o a 
Ia Pro1ecd60 de W 
donomlDlldolla de orla ... )' .u 

naJotro Iotoraadonal 

.. COllvenlo C ... lroam .... e.no 
para .. Protecd6o de .. 
I'rGpWad IodUllrIal 

5 Convooc:Mn General 
1ol-.-bOll de Pro(ecdoo 
Mararta )' COIDft'dal 
tw ............. lm) 

, Coovooc:Mn de •• 1 ...... de 
10,,-*10 DIM6oe)' Modeloa 
Iocbubialea 

<a- Alra I"') 

QlJl"-NE.'.!>ON 

I'ART"- t..N 
CIcNTROAM"-RIC A 

AL 111195 

EI !oahadur (94) 

HOllduras (94) 

G ... lemala (15) 

EI Salv.dot" (89) 

NIcar ..... la9) 
Co.ta IUca (7') 

G ... lftWIIa U9) 
Honduras '(lS) 

N ....... ua(loI) 
PalWM(lU) 

Gual ....... (38)' 
Houdur .. (38) 
NIcar ..... (Il) 
C ... ta IUca 16) 
........"(38) 

;. '"' BEST AVAILABLE COpy 

IIt\lAUO.,U"

Al'l II A( ION 

"-NU lL<N 

INA~IAl 

I Orrnd (AI 
2 (IIIrbra (AI 

J P .. rlo (0) 
4 Oblrudolln "rad..dH 

(19781 0 

Nu..... urltd.ld .. d. 
plan... (l9!l1) (0) 

5 (. In 1111". 

IlIlqI,,"do. (AI 

1\1,a..('() IOU lit' 2 anol 

p .... a bllpl .. ,"' ....... 
,IPOV 

4 anus p.uM IIllplf'IUf'III.&r 

10 r,l"u.o.. Iea'l" ...... 
d. l'tlWldu 

3 ano. pMa ul'!'I ....... 'I .... 
la d.e .... a dr 10. d.r .. hu. 

d. pru"' ..... d 11I1 .... 1l111l 
ftl r .. ollirr .. 

bl .. d". ll ..... u. hozu 
reHf'''. reapecto artk'ulo 
, bl. d.1 (. d. Dtrna 
(bendlu, Muraln) 

lR\ IAIH)', II. 

Al'l It At lOr-. 
(O,>IA Kit A 

I\UX(( 0 
\ I'oU -\1{ \( I -\ 

I\UlI.I( (I 

Orrnd (AI 

( (Ilrbrlll (At 

Ituma 1-\1 

l' .. rI. 101 
I .. bo .. (B) 

« 0"'" Rk..l drh .. 
18 II~H .iii p.t.rtu Ilr 

I ... 111'''''''' ,Irl II ( 

.. dh"i"" .. t».u h 

Janos .dbrr.r.t" » 
I .. bo .. 
7 4no» 11111 lcoulrlll.sr 

lIonn .. ~ pr'" C' dlh ) 

dd'f'11~'" f'H frolltrr .. 

1'.u ~r rrgul.t lOll 

"pn l.thd.ul d tOll .. 1 
d.1 1 "IutLt y rl 
/\I .. b. .. 1 

r\k.olr ... gu..s 

U1lf)lflUtUI..rld 

18 nann P4fb 

j .. nl, I j bo .. 

7 ... os lIorllloU pr\X!t 

y prolft-.:ioll til 

fronlrrlil 

( 011 I .. "'IIf'IW. ..... dr. 

TlA ~ ad IJI .. r~u 

nonn .. » 1;".,1"' .. ' 

" ..... d 1"1",11. ) 
Mr.lll.41 

I K -\ I -\IIO~ III 

Al'l I< AI 1<1' 
(I -\ .. \IAI -\ II 

'>AI \AIlOKI 

110'111 KA!>IMI,. \11 0 

hrill. (1\. 

( 11lt'llr .. (-') 

ROil ... (<\) 

PM" IBI 
I .. boa \B) 

Prol 1I~1 .. ~ lurUt IH .. 

I MUO I,arll »dhfrlrllt' 

("IIIt'un 110 »UlIl'oIIrlt') .. 

8f.rn .. 

Llllt'hn. (fOIIOXI aUld 

K II ulrrCll'ho~ 

COli "'u~) 

rd .. 1 

l ... lJ d 

7 .til ~ p.tr I 11111 1t'1I1t'lIl..tr 

I 1t1lul.. III"" r .. In. 

.It. ld rl., d(ld t'li Igtll ... 

tid .It I nJ 'o!t 

ulrU.Jlllrrk .. til dt'ht'rdU 

"Ilk ~tr t'li 'II Ir. nlurl ) 

Ulld II IIU..:I Ihlll III I.Ud 

rI I "'I,ul .. ) .1 \1 ....... 1 

l>< .... ~16 '" .. Ioo. ............ ~ .. Nuloriu r r' ... -""""'" c....... ler BEST AVAILABLE COpy 
~ u Nk ape flUa ... utn. ,.,t.. au fW p.*bk ollie., It! au c .... 1lJcrta. 1. ~ de ,.ut\t... .. ~ fUI Lu Lf¥ K au 0 o.A.II1W b.. IIJl ~ de Ia Uw.oe 1'u.am.ef1c.&awt, """ lod&..ab .... JA!a" Alic: L .. aJ ..... Iv 11$ 

Nu' puaabk ubtc •• Ia ,~ ........ .uft06 

,-
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3 COMPARACION DE Ji/fA TERIAS PROTEGIDAS Y PLAZOS 
DE PROTECCION 



~ 
w 
-Q 
~ 

I< 

Derecbo Proteg1do 
In6truaento y 

Periodo de 
Protecc16n 

Harcas 

- Nombre 
comercl.a1 

" 

CODVe01.0 
de Pari. 

No fija 
el plaza 

No fila 
plazo 

DERECHOS D~ PROPIEDAD IWfELECTUAL 
PROPIEDAD INDUSTRIAL 

ADPIC 

7 anos 
(renova
bles por 
periodos 
iguales) 

Remite a1 
Convenl.o 
de Parl.s 

per~odo& de Protecc~6n 

TLCN 
(NAFTA) 

10 anOB 
(renova
bles) 

Se com
plementa 
con e1 
Convenlo 
de Parl.B 

C A I 
Mexico 

10 anOB 
(renova
ble) 

Se com
plementan 
con e1 
Conven1.0 
de Parl.s 

Conven1o I< 

C A 
Proteccl.6n 
Industrl.al 

10 anOB (re
novall1eB) 
!londuras 
10 anOB 
renovab1ee 
Panal1\i!._ 
10 anOB l.eno
vableB 

DuraClon 
Indefl.n1.da 
Honduras 
Cada 5 aooB 
e1 tl.tular 
debedi acre
d1.tar la e
Xl.BtenCl.a de 
1a empreBa de 
manera lndu
lI1.Lab1e anle 
e1 ReglBtro 

II, lildul d, Y 1'1111111 I II') "II IIIIl mlllll lil I UllVl Illl I 

(C 

OBSERVACIONES 

- E.l anleployecto de 
modlflcacl.6n a1 
Convenio Centroame
L1.CanO mantlene el 
miamo plazo y CUn
temp1a en furma Llara 

laB malLdB 1I0tol.1.as , 
rseolloce e1 deLt-Lho 
baaado ell el uso an
tt-rior de 1a marea 
I\Silll10lllu exi'jo 01 re
quisito de uso de 1. 
malLa, e1 que deberA 
uLulrir denlro de 5 
anoo de cOllct-d1.do e1 
LeY1.sLro Para ssle 
ult1.mo caBO lionduras 
contemp1a un a~o 

Pala eteetoB de eom
LOllIpal.aei6n n6tese que 
Mexico en eu Ley de 
Fomento y Prolecc1.6n 
de la Prop1.edad In
trlal (art1.culo 103) 
concede a1 nombre 
comerc1.al una 
prolecc161l de 5 anOB 
I enovables, 1.ndsf 1.nl
damt-nte una vez pu
l11icado ell 1a (.acela 
de lnvenclonca y 
Marc-ae 



~~ 
~~ 

Derecho Proteg~do 
Inatruaento y 

Per~odo de 
Protecc~6n 

- Denom1naC1.ones 
de origen (e 
1nd1cacionee 
geograficaa) 

f 

Cooven1o 
de Par1& 

No 
establece 
plazo 

ADPIC 

No 
establece 
plazo 

TLCN 
(NAFTA) 

No 
establece 
plazo 

C A / 
Mex1.co 

Nu 
establece 
plazo 

COllvenio 
C A 

Protecci60 
Industrial 

panama_ 
En eate paLS 
se Ie conoce 
como deno
mlnac16n 0 

litulo comer
c1al Vlgen
C1a Lndefi
nLda 

DuraCLolI In
deflnlda 
(durac16n 
lndeflnida en 
el Proyecto 
de Modd L

caci6n) 

Honduras 
DuracL6n 1n
defLn1da 

Panama 
No las regula 

OBSERVACIONEB 

I , .,,"g'o de I IIbod lin rC~II'a P'LlU 

dh .. Cando '-lUll a IIU ler ttue un p.r. 
dedan. delliro delp'azu de UII anu que 
no puede l.oucecJer pcote,-c16n a una 
d.,lIunll,,,cI611IOOol I,elle 'a ohhgacI611 

de prolege, docha d""01ll1l"CI611 

IlIlerr .. clona'mellle ,egiliud. h .. 1a "/I 

lallio "g. prolegld. ell el pall d .. 
urlgell 

La I.ey d .. MhllO (articulo 161) indica 

qu" el Lalado Meucallo Ie,' el hlular 
de la denollllllllcI611 de ollgen 

L .. ados Ullldol y C.nad' no uel'laron 
Ilg ... " al .rreglo de Lllbo. ell I. 
ne8o ....... 611 del IUN 

~, 10 17 I.orl .. o 'UII IIl1elll",ol del 
Arreg'u de I,.bo. 

IL 

'1j ;p
ill Z 

OQ Z 
fl) M 

.I:

o 
Ml 

...... 
a 

:x: 
>-rj 



~ 
lJI 
lJI 

~ 

Derecbo Proteg1do 
Instrwaento y 

Pen.odo de 
ProteCC1.6D 

- Patentes 

., 

CODVenl.O 
d. Pari. 

No fija 

\,; 

DERECUOS DE PROPIEDAD INTELECTUAL 
PROPIEDAD INDUbTRIAL 

Periodos de Protecc~6n 

ADPIC TLCN C A I Legl.slac~6n 

(NAFTA) Mex~co Centro 
Amer1.cana 

20 anos 20 anOB 20 anOB I Guatemala 2 I 

15a Invencl.o-
nes en gral 
lOa comptoB 
qUlm1coB, 
(alimentoB, 
beb1.daB, 
farmacoB Y 
agroqulmlcoB) 
I!. 1 Salvadur 
20a Invenl 
neB en gral 
15a medlca-
mentoB 
HonduraB 
20a Invenc1Q 
nes en gral 
17a farma-
ceuticoB 
Nicaragua 4 

5-10a 
Costa Rlca 
12a I para 
compuestos 
qUlmlcos, 
(allmentoB, 
bebldaB, 
farmaeoB y 
ayrotju1llll(..UH 

.. ..I 

OBSERVACIONE8 

1 No apall;!Ce eate 
I tema en lOB tcxtOB de 

neyoLidci6n 

2 Id Conven10 Centro-
amellcano para la 
Protecci6n de la Pro-
p1edad no CUbIC 
patenteB, diBenOB in-
dustrlaleB, modeloB de 
utilidad ni Becletos 
lndustridleB Y comer-
Liales 

) En GUdt no Bon 
patentableB lUB COlO-
pueBlos qUlmlcos nl 
compoBiciones quimi-
cas de un produLto 
Para el leslo, al i-
qual que en Hond , 
L R , Nie , PanamA y 
El Salv , Bon paten-
lables lOB plocesos 
y Ius produetoB 

4 I!.n Nu:. , en la prA£ 
t H,a el RegiHtradol f! 
Jd ( 1 pldzo d1s("le-
( iUllalmollte 

I 



J::-

~ 

~ 

Derecho ProtegLdo 
lnetrumento y 

Periodo de 
ProteccL6n 

- Dl.senos y dlbu
lOS l.ndustrl.ales 

Hodelos de 
utilldad 

- Informac.lon no 
dlvulgada 
(Secretos comer
cl.ales e l.ndus
triales) 

Conveluo 
de ParLe 

No fl.la 
plal.o 

No flla 
p)azo 

La trata 
con pun
tuall.dad 

~ 

ADPIC 

10 anos 
(a) 

No los dg 
Barrolla 
ell au tell 
to, pero 
se inter
preta que 
los prot!! 
ge por a
pllCac1.6n 
Bupleto
rl.a de 
Parl.S 

Se euge ade 

cUld. "rtllecc 16n 
y au dlvuIglcI6n 
es un aclo de 
u)UI.,~lellc,. de. 
lui elllclll14dl 

haJo Art 10 de 
I'~rls 

TLCN 
(NAFTA) 

10 anos 
(a) 

No los d!! 
Barlolla 
en su lell 
to, pero 
se lnter
preta que 
los prot!! 
ge por a
pll.cacl.6n 
supleto
ria de 
Paris 

Recojtelol 
prlnclplo. del 

llllJ'. y desa 

nolla COli "''', 
1IIII,hllld ci ICIIII 

C A I 
MexLco 

No 10 
regula 
(b) 

No lOB rg 
gu 11 Se 
aplicarla 
Par1.B su
pletoria
mente 

S., Uille Ide 

Luadl proieccI6u 
en I .. legl.11 

CIOIIU luclles 

LegLslacL6n 
Centro 

Amerl.cana 

Panama 
5-20a , plazo 
que flJa el 
Regl.stro dis
crecLonal
mente 

Guatemala 
Dlseiios 5a 
HodeloB 10 a 
El Salvadol 
D.lseiioB Sa 
HodeloD 10 a 
Hond!,!ra!L 
DiBenus 5a 
Houelus 15a 
Nicaragua 
Disenos 5-10a 
HodeloB S-lOa 
costa Rlca 
Diseiios 5a 
Hodelos Sa 
Panama 
DisenoB S-20a 
Modelos 5-20a 

(.ualcmald 

No 10 regul" COli "'1""-' 
clficldad conlempla c~ 
1110 dchio I. IIIftdeh 
d.d )' ell eI ordell 
,ucH.anll) ItS COIlII 

derado LOlllpelcnL'. de! 
lui 

OBBERVACIONES 

La lLY pdnamena da po
lesldd al Hln de Inu 
y Cumere Exl para 
leducir ul plazo de 
plolecci61l concedido 
pOL una patenle 

(a) No senalan que 
sea un plaza 
plolrogable Slnu lu 
uenala como plazo 
m1.nl.rno de protecei6n 

(h) HAxleo en su le
ylslaei6n Ie olorys 
pluleeet6n de 10 anos 
a IUB modelos de uti-
11.dau y 15 anos para 
los uisenoB 1.ndustr iL 
les En ambos casos 
el plaza es lmprorro
gable En N1C y Pang 
rna en la pract1.ea el 
Reglstrador f1.ja el 
plaza d .. "CL,o/whllelll .. 

e ~ 

'U ~ 
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Derocho Proteg1do 
lostruaeoto y 

Periodo de 
Proteccion 

BEST AVAILABLE COP'! 

COOV0010 
de Paris 

ADPIC TLCN 
(NAFTA) 

C A / 
M6xico 

Log1s1ac1.6n 
Centro 

Amer1c8oa 

I n 10 laooral 'e hdu, 
referellCla a la obI! 
gacI611 de guardar los 
lecrelos de que Ie 
lenga conocllluenio I'0r 
r&l6n del l,aUaJo 

El Salvador y 
HonduraB 
Lol regulan y e,lahle 
cen AnClone. penale. y 
coni role I 

No flgen "Iazol 

NIcaragua 
No hay regulacl6n 
e.pecffica e~llen 
dllJlOlIclonei en el 
C6dlgo de 1 rabaJo y el 

C6dlgo Penal 

COBla Rlca 
No hay regolau6n el 
pecffl~a eAllle una 
dupollcI6n en el C6 
dliO de 1 rab..,o 

Panama No hay 
regulacI6n e'l'edfl~. 
eAlllell dlSl'0llclonel en 
el ( 6dlgo I'ellal y el 
l6dlgo de ',"b_)" 

c 

OBSERVACIONES 

- 1dlllo el ADPIC y el 
TLCN hdcen relac1.6n 
('oIH .. lela a la 
prolecc16n de la 
lntormacioll 110 

dlvulgada Debe 
entenderae que au 
divulgaci6n debe 
conaiderarBe, al 
mellos como un acto de 
competencla deB leal 

- La legislacI6n 
mexicana (arllculoa 
82 a 86 LEFOPPI) 
19ualmente legula con 
clar1dad eate tema 
ba)o el titulo de 
Secretos 

Industrlalea 

II _______ -1 --l II 
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Derecbo Proteg~do 
Inetruaeot.o y 

Periodo de 
Protecc~6n 

- Esquemas de 
trazado de los 
circuitos 
integrados 

Conveo~o 

de Paris 

No los 
regula 

ADPIC TLCN 
(NAFTA) 

81. se exige reglslro 
- 10 aooa a partir de 
la aolicitud de 
registro 
- 10 anos a partll de 
la primera 
explotac16n comerclal 

S1. no 8e eX1.ge 
regiatro 
- 10 ao08 min1.mo a 
partir de la pr1.mera 
explotac16n 
comercial 
- Se exija 0 no re
g1.Btro, una parte 
puede dar protecc1.6n 
por IS anoB a partir 
de 1a creaci6n 

C A I 
Mliuuco 

No se 
regula en 
el texto 
Costa R1.
c.a-Hex1.co 
ni en la 
propuesta 
Hex1.co
CA 

Legl.Blac~6n 

Centro 
Amer.1.cana 

Nlngull palS 
los regula 
con especl.
fl.Cldad 

OBSERVACIONEB 

t 
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Derecbo 
Proteg1do 

InstrUllleoto y 
Periodo de 
Protecc160 

- Obras 
Literar ias y 
Artisticas 
(l1teratura, 
pintura, 
mus1ca, otros) 

Conveol.O de 
Berna 

Vl.da del 
autor, y 50 
anoB desputi!s 
de su muerte l 

DERECHOS DE PROPIEDAD INTELECTUAL 
DERECHOS DE AUTOR 

PERIODOS DE PROTECCION 

ADPIC 

V1da del 
autor y 50 
anoB 
deBputi!B de 
BU muerteZ 

TLCN (NAFTA) 

Reflere al 
convenio de 
Berna 
(Art1.culo 
1705 a y 

b ) 
Vida autor 
mila ~o anoa 

C A / 
Mexico 

Vida del 
aulor y 50 
aooB mAa 
deapues de 
BU muerle 

• 

Legl.slac1.6n 
Centro 
Aaaericana 

Cas!. Lodas 
laa legis
lac!.onea de 
C A eata
blecen vlda 
del auLol r 50 
aoos maa 

Nica[ ayua dH .. e 
que toda 1a v.! 
da y despues 
de la muelte 
pasa a aus he
rederos sin e!! 
tablecer e1 
plazo 

ou.. .. .,... VAlION~ 

1 Uem .. reconoce como 

dere<.hol denv.dol 101 

I'.lrllnolll .. le. y 10. II~ 
IMle. I All plalO' de 
prule<..l.I6u rJ~ell para Iu. 

dcrecho. ,,8Inmomale. 

tu.11>ccIO de 10. mOlalea 

d,." qu" ~I'OI du,",,,'n 
.1 Ulenu. 10 que duren 

Iu. "a'lIIlIulllal,," lJeJ6 
ell hUellad d" que 10. 
I'al .... que no regulaoan 
101 d .. rechol 1II00aiel "a 
ra delputl de la muert" 
del .ulor lu hAgan 0 110 

al .dheron .. a Bern. 
I ~o .. I 1lUi a no ... a 
"hca c:I Art 6 0 .. (l> .. r~ 

choa Mor.leo) dol Con 
yemod .. Bem. 
I Ting • .., "re ... nlo 1:.11 

(lUa' I. ley d" 19S4 
unal. que el der...:hu 

1\I0r.1 dora 10 quo el 

".Irllllolllal LI "ro 
yeclo de I .. nU"va Ley 
I ). l.ouO(..tI COIUO IJllpre. 

Ulpllhlea Ln 1I0ndu, .. 
II !'alvaduf LOI'" IUc. 
y la .. a ," "I d",ocho 
Ilioual c. IIlIpre'Crlpllhle 
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Derecho 
ProtelJ1.do 

InatrUilento y 
Periodo de 
Protecci6n 

- Programaa de 
ordenador y 
compilacl.onea 
de datos I 

(Bases de 
Datos) 

Conven1.o de 
Berna 

Vl.da del 
autor, y 50 
anoa despu8a 
de au muerte 

ADPIC 

Vl.da del 
au toe y 50 
anos 
despu8s de 
su muerte 

TLCN (NAFTA) 

Refl.ere al 
Convenl.O de 
Berna Vl.da 
autor mas 50 
anos 

C A I 
Mexico 

Vl.da del 
autor y 50 
anoB mas 

Legislac1.6n 
Centro 
AIIIer1.cana 

Guatemala No 
regula los ~1~ 
gramaB de ord~ 
nadoB n1 laB 
bases de 
datos Se con
templa en el 
Proyecto de 
Ley 
EI Salvador' 
50 anoa a 
partl.r de su 
pr1mera ~uullo 
cacL6n 0 en 
defecto, de au 
lerm1nacL6n 
Hondura •• 
Por apllLa
c16n exlen
aLva haala 50 
anoa deapuea 
vida autol 
En Co.ta Rl.ca 
por eatar con
aiderados den
tro del dele
cho de aulor 
v1.da del autor 
y 50 anos mae 
PanamA 
50 anos des
pues de Elli PI.! 
mara ~ul..lli La
ci6n 
Nl.caragua 
No 10 n~yu id 

.. 

O~LKVA( ION~ 

I 108 plogra
lIIas de orde
lIadol y laa 
compllac.io

nes de daloa 
Bon conaide
lauos ubras 
llleraL1as , 
a las que se 
aV11cd el 
Arl } 1 del 
( OIlVPII 10 de 
Herna (19711 
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Derecho 
Protegldo 

IOBtru.ento y 
Per1.odo de 
Protecc16n 

- Fotograflas y 
otcas obcas de 
acte apllcadas 
(modaltdad de 
obca artl.slica) 

Conveo1.o de 
aeroa 

No menor a 25 
anos I 

ADPIC 

Reflere al 
Convenio de 
Berna 
(25 anos) 

TLCN (NAFTA) 

Reflere al 
Convelll.O de 
Berna 
(25 anOS) 

C A / 
M6xlCO 

Refl.ere al 
ConvenlO 
de Berna 
(25 anos) 

.. ~ 

Loglslecl611 
Centro 
berlcane 

Guatemala 
Vl.da autor y 
50 anOB mas 

Fl Salvadur 
Vl.da autor y 
50 ailOB mas 

lIonduras 
25 anos a par
t lr de BU rea
llZac1.6n 

Costa Ru ... a y 
Panama 
Vida del aulor 
mas 50 anUB 

Nlcaragud 
Vl.da del aulor 

O~I It \ At IONU, 

Berna (Art 
4) senala 

ljue ljueda re
servada a las 
legialacionea 
de los paisea 
de la Uni6n 
1a facultad 
de establecer 
e1 plazu de 
protec("'16n, 
en tanto no 
Bea menor a 
25 anoa 



~ 
IV 

c; ... ,..... 

Derecho 
Protegl.do 

Instruaento y 
Periodo de 
Protecc1.6n 

- Obras 
audiovJ.suales 

Convenl.o de 
Berna 

50 arios 
despues de 
que la obra 
haya aida 
hecha 
acceaible al 
publico con 
el con
sent1.miento 
del autor 0 
B1. el10 no 
ocurre, 50 
ailos dea
pueB de re
a11.zada 1a 
obra 

.J 

ADPIC 

Para au re
gu1aci6n, 
refiere a1 
Convenl.O de 
Berna 

TLCN (NAFTA) 

Para au re
gu1ac1.6n, 
ref1.ele al 
Convenl.O de 
Berna 

C A / 
Mexico 

Para BU 
regulac1.6n 
refiere a1 
Converll.O 
de Berna 

Legl.s1ac1.6n 
Centro 
AIIIerl.cana 

Guatemala I 

V1.da del auLor 
maB SO aooB 6 
50 aooe dea
puea de 1a pu
blac1.6n de 1a 
obra 
E1 Salvddor 
50 aooB a par
t1.r de BU p£i
mera publlca-
c1.6n 0 en au 
defecto, de BU 
lermlnaC1.0n 
HonduraB 
50 ailoB a pa r
lir de BU pl i
mera publ1.Ld
c1.6n 0 en BU 
defecto, de BU 
terminaci6n 
Nicaragua 
No Be especi
f1.ca ninguna 
regu1acl6n 
costa Rica 
Se regula B610 
1a obra C1.ne
matogr&f1.ca 
prolegida por 
50 ailoB deB
puee de ell IJL.! 
mera Bxlul
c16n 
!'alldllla 
Vida del 11I101. 

UlJ,')l- R ~ At IUNi1) 

I Guatemala 
legu1a lil 
protecc1.c.n de 
ouraB C1.nema
tografiLae 
como cual
qU1.er olra 
oUla (Ley de 
1954) 
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Derecho 
Protegl.do Convenl.O de ADPIC TLCN (NAFTA) C A I LegiBlac1.6n O~ .. K V At ION~ 

Instruaento y G~nebra Mexl.co Centro 
Perl.odo de Americana 

Protecc1.6n 

_ Fonogramaa 11 Eatablece 50 aooa co- 50 aooB, a 50 anOB, a Guatemala y , I.UI lo"ogra"u" "nlrall 

plaza mi- mo minima, partl.r del parllr del Panama denlro de 101 d"re 

nimo de a partir fl.nal del final del 20 anoa pal d'OI lOIIl,AOI • 101 

20 ailoB del final ana natural ana calen- aplicaci6n de ,I"r",hol d" A .. lor 1:..0. 

del ana cl en que Be darla en Ginebra d"l",ho. loneAOI 

vi! en que haya hecho que Be re- IIIduyen Iu. derecho. d" 

realiz6 la la fl.)aC16n allz6 la El Salvador 10. Al1l1lJ1. IIII~rprete. 0 

fijaci6n fljaci6n y HonduraB "JecuIA"I". d"recho. d" 

50 anoB a 10. 01g81111"'OI d" r.d,u 

partir del 10 d,hlll611 Y '"' der", hOI 

de enero del de pmduuu. d" 10llullra 

ailo aigulente nlAl 

al que haya 
hecho la fl)a- 1 ~e splrca eI ( OIlV~UlO 

ci6n do hindu ... pat. I. 
Prul .... C16" d" Iu. 

Nl.caragua I rudulIur,," d" I ollugre 

No 10 regula y .na. contra I. 

110 eo parle de Reprooulc.6n 110 

<.lnebra .ulorll.d. d" .u. 

tunogrAm ... 

COBta RH.a 
50 ailos a pal-
tir del 31 de 
dl.cl.embre del 
ana de au pu-
blicacl.6n 

--- ~--.--

~ 
W 

'0 
~ 
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Derecho 
Proteg1do 

Instru.ento y 
Periodo de 
Protecci6n 

- ArtLstaa, 
intl!rpretes 0 
e)ecutantea 

Conven1o de 
IbM. 

20 anoa a 
partl.c del 
final del ano 
de la fija
cion en fono
gcama 0 a pa£ 
tir del final 
del ano de la 
realLzaci6n 
de la actua
cion ai no ae 
fl)o en fono
grama 

ADPIC 

50 anos co
mo minima a 
partir del 
fLnal del 
ana civil 
en que Be 
hizo la fi
)aci6n 0 
hay a tenl.do 
lugar la 
l.ntepreta
ci6n 0 eje
cuc1.6n Bl. 
no Be fij6 

'lLCH (HAFTA) 

No 10 le
gula I 

C A / 
Mexico 

50 anOB en 
lOB lernll.
nOB de 
Roma 

LegJ.slacJ.6u 
Centro 
Aaericana 

Guatemala 
20 anos s 1 pOL 

aplJ.cacJ.on de 
Roma 

El Salvadol. 
Honduras V 
Panama 
50 anos a (.Jar
tl.r del 10 de 
eneco del ana 
sl.guienle al 
de 1a aclua
Cl.on 0 de la 
publl.cacl6n de 
la fl.jacl6n, 
en su caso 

Nicalagua 
No 10 rayula, 
no es pacta de 
Roma 

Costa Ru_a 
50 anos a par-
tir del 31 de 
dl.cl.embre de 
la reallzacJ.6n 
del especLacu-
10 a publ J.ca-
cL6n de la f L-
)aClOn 

.. 

On.t.I..R v Al.IONI!.S 

EBtcldoa 
VnidoB y Ca
nada no Bon 
IIllentl <>8 de 
Homd Nln
gun artlculo 
del NAl-TA re
mlte a la 
apllcac16n 
del contenJ.do 
BUBlantJ.vo de 
Roma 

'U 
III 

(JQ 
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\0 

0 
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0 
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VI 
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Derecho 
Proteg1.do 

Instrumento y 
Perl.odo de 

Proteec1.6u 

- OrganlBmos de 
rad1.odlfu-
si6n 

-

Convelu.o de 
It:.rna 

20 anos a 
partl.r del 
final del ano 
en que se re-
aliz6 la em1.-
s1.6n de radi2 
d1fusi6n 

--

ADPIC TLLN (NAFTA) 

20 anos a No 10 
paltir del reyula 
f1.nal del 
ano eiY1.1 
en que tUYO 
lugar la r!! 
d1.odifusi6n 

~ 

C A / Leg1.slac1.6n OlJ...~" It VAt IOJ'ljL.'t 

Nexl.co Centro 
Amerl.cana 

20 anoB en C.ualemala 
lOB term1.- 20 anoB pOl 
nOB de apllCaC1.011 de 
Roma Roma 

El SalvdduL 
lIondu~ 

Panama , 

50 anoB a par- ! 
I 

t 11 del 1 de 
enelO del ano 
BLgu1ente dl 
que se redl1-
zo la enll B 1.6n 

N1.caragua 
No 10 leyula, 
/10 ea palle de 
Roma 

Costa Rica 
50 anos a par-
tir del 31 de 
diciembre del 
ano en que ae 
h1.z0 la em1.-
s16n 
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Derecbo 
Protegl.do 

In.truaento y 
Periodo de 
Protecci6n 

- Senales de 
sat~lite co
difl.cadas 
portadoras de 
programas I 

lin,.. 
1Jo_1ouo b 

Convenl.o de 
BrUbel<l~ 

La senal se 
protege con
tra la dia
tribuci6n no 
autorizada 
Esa obliga
c16n ea para 
9lel"'pre Se 
eatablecen 
excepciones a 
la prohl.bl.
clon Los 
palses parte 
ue comprome
ten a dotar 
de protec
Clon 

ADPIC 

No regula 
el tema 

TLCN (NAFTA) 

Denlro del 
ana s19ulen 
te a la Vl.
gencJ.a del 
NAFTA, los 
Est ados par
te deben de 
meJorar la 
protecc16n 
al grado de 
establecer 

1.1J.cltos p~ 
nales y Cl
v1.1es deri
vadas de VJ.O 
lacl6n a de 
utlli.zacl6n 
de medias p~ 
ra la viola
Clan de sen~ 
les prote
gldas 

C A / 
M6xl.cO 

Regulacl6n 
dlrl9lda 
can ~nfa
sIs a los 
med1.os par 
los que se 
capt a la 
sefial 

Legl.slac1.6n 
Centro 
_ericena 

Gualemala 
Control ml
nlmo de ca
racter adm.! 
nlstratlvo 

El Salvador 
No regula el 
tema 

Honduras 
No 1.egula el 
tema 

~l.caragua 

EB parte de 
oruBelaB, pe-
1.U BU ley10-
laci6n no io 
regula 

Loata Ric!,! 
No se regula 

Panama 
EB parte de 
oruaelaa ~u 

leglalac1.6n no 
10 regula 

()/l.')IcN,\, A( ION......, 

I No hay plaza 
para 1a pro
ll-CCI6n, ae 
t!ntiende que 
1a prolecc1.6n 
ea permanete 
en tanto 
exluta una 
aenal 
condlficada 

EBladuB 
Unidoa, Me
xico, Nica
ragua y Pa
nama, Bon 
palle de 
llruaelaB 
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SUMMARY OF LABOR ISSUES 

COSTA RICA 

ANNEXG 
Page 1 of 2 

In Costa RIca, 4 1 % of the workforce IS unemployed, WIth an addItIOnal 20% of the labor force 
underemployed ApproXImately 27% of the populatIOn lIves m poverty, WIth 9% of these m 
extreme poverty The 1943 labor code does not offer protectIon for umons, and umon fonnatlon 
IS dIfficult Enforcement of the code IS lImIted by a lack of manpower and resources About 
15 % of the workforce IS umornzed, concentrated predomInantly m the publIc sector The umon 
movement IS weak, lackmg leadershIp and umty, and does not receIve wIde support SolIdanty 
aSSOCIatIOns are prevalent m the Costa Rican pnvate sector, wIth about 15% of the workforce 
bemg a member Costa Rica was brought under GSP reVIew for alleged workers' nghts 
VIOlatIOns m 1993, but the petitIon was dropped based on Government promIses of changes m 
the labor code 

ELSALVADOR 
EI Salvador has a newly refonned labor code, bnngmg It mto complIance WIth ILO standards 
Enforcement of the code IS constramed by a lack of human and fInanCIal resources There IS 
currently 8 1 % urban unemployment and 3-7 % underemployment Labor-management relatIOns 
are generally poor, WIth the two sIdps dIVIded along IdeologIcal 4 'es A fiSP petItIon was 
brought agaInst El Salvador m 1992, but was dropped based on promIses for refonn and on the 
new labor code 

GUATEMALA 
Guatemala's labor code was amended m 1992 to SImplIfy the procedures for regIstermg umons, 
establIsh new labor courts, allow for the ImPOSitIon of hIgher fmes for labor mfractlOns and 
make the Guatemalan labor code consIstent With mternatlOnal workers' nghts standards 
ApprOXImately 8 % of the labor force IS umornzed m Guatemala, and workers have the legal 
nght to orgarnze and bargam collectively The umon movement IS consIdered to be weak, 
mamly as a result of m-fightmg among umon federations and over-polItIcIZatlOn There IS no 
real responsIblbty to umon membershIp Open unemployment and under-employment are 
estImated at 60 % of the labor force 

Labor-management relatIOns have hIstoncally been marked by VIOlence, and until recently, were 
so poor that labor and management representatives would not agree to SIt In the same room 
Recent attltudmal changes, particularly among the more progressive elements of the pnvate 
sector and the UnIon movement, have led to the creatIon of vanous trIpartite conuOlsslOns to 
diSCUSS common trammg needs and other Issues The solIdanty movement IS actIve m 
Guatemala and In some busmesses, both UnIOns and solIdanty associatIons eXist SolIdanty 
groups do not have the power to negotiate collective contracts With employers, SInce they are 
claSSified by the government as CIVIC orgarnzatlOns 

The labor code IS generally not enforced, despite recent Impressive changes m the quabty and 
trammg of the Government's labor Inspectors, due to an IneffiCient court system With a backlog 
of hundreds of labor cases Guatemala has been under review under the GeneralIZed System of 
Preferences SInce 1992 for alleged workers' nghts VIOlatiOns 
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Unemployment m Honduras IS estimated to be 14%, WIth addItional underemployment of about 
45% Poverty IS estImated at 80% Umon orgaruzatIons are actIve and strikes are allowed, 
even for government workers Labor umons can be formed WIth 30 members About 20% of 
the workforce IS umoruzed Labor umons strongly oppose solIdanty assocIatIons on the grounds 
that they do not permIt strikes and have no effectIve gnevance procedures WhIle labor IS the 
weakest lInk m the tn-partIte negotiatIOns among government, labor and the prIvate sector, labor 
has managed to stake a place at the negotIatmg table and can freely exerCIse Its rIght to strIke 

The Honduran labor code regulates workers nghts, mcludmg work hours, paId vacatIons, 
holIdays, materruty leave, mdemmficatlOn and the nght to collective bargaInIng Enforcement 
of the code IS weak due to resource lImitatIons GSP petItIOns have been brought agaInst 
Honduras for alleged VIOlatiOns of mternatIonally recogruzed workers' nghts 

NICARAGUA 
ApproxImately 24% of the NIcaraguan workforce IS unemployed, and more than 26% are 
unemployed Four out of five Nicaraguans hve m poverty The 1945 NIcaraguan labor code 
IS generally regarded as obsolete and IS not enforced The umon movement IS weak due to 
competition among umon federatIOns splIt along Ideological hnes 25 workers are reqUIred to 
form a umon There IS no accurate count of the number of umon members, but It IS estImated 
that 50 % of the workforce IS umoruzed GSP access was suspended m 1987 due to workers' 
rIghts VIOlatIOns 

Labor-management relatiOns are htghly confliCtIve, and marked by VIolence In 1991, a senes 
of stnkes and lockouts led to gunfIre between workers and employers m the sugar sector Whtle 
workers freely exercise the nght to strIke, they must exhaust the prescnbed legal method of 
dIspute resolutIOn before stnkmg A umon needs to get permISSIon from the Government to 
strike, whtch IS seen as government mterference m collectIve bargammg 

PANAMA 
There are current efforts m Panama to reform the labor code, whtch IS perceIved as bemg too 
generous to salaned workers More than half the economIcally actIve populatIon IS unemployed 
About 11 % of Panama's workforce IS umoruzed The nght to orgaruze and bargam collectIvely 
IS recogruzed under law and IS freely exercised Export processmg zones are exempt from 
collectIve bargammg dunng the first four years of operatIOn The nght to strike IS lImited due 
to a requIrement that compulsory arbitratIon must be used m cases where pubhc servIces are 
mvolved or where senous economic problems could result from the strIke Government workers 
and those employed by the Panama Canal CommISSIon are not allowed to strIke Panama was 
under GSP reVIew m 1991 due to alleged mfrmgements of the nght to orgaruze and bargam 
collectively 



Country 

Costa Rica 

EI Salvador 

Guatemala 

Honduras 

NIcaragua 

Panama 

ICSID 

MIGA 

Costa Rica 

SUMMARY OF INVESTMENT CLIMATE 

Investment ICSID MIGA ExproprIatIOn 
Code Member Member Cases 

No Yes Yes Yes 

Yes (1988) Yes Yes No 

No No Signed but No 
not ratified 

Yes (1992) Yes Yes No 

Yes (1991) No Yes Yes 

No No No No 
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BIT Status 

N egotlatlons 
on hold 

Revlewmg 
model BIT 

Revlewmg 
model BIT 

NegotIatIOns 
completed 

NegOtIatIOns 
m process 

Yes 

InternatIOnal Center for the SolutIOn of Investment DIsputes of the World Bank -
use reqUIres paymg quota and ratIfymg adhesIOn to I CSID 

Though World Bank - provIdes mvestment msurance, covermg losses for 
monetary mstabilIty, breakIng of contracts, expropnatIOn or natIOnalIzatIOn and 
losses for wars or other polItical causes (strIkes, boycotts, etc) 

Costa Rica does not have a foreIgn mvestment code, WIth IdentIcal laws for natIonal or foreIgn 
mvestment DISCflmInation agamst foreIgn mvestment IS constitutIOnally prohIbIted ForeIgn 
mvestment m certam sectors IS prohIbIted, smce these actiVIties are reserved for the state These 
mclude publIc utIlItIes, Insurance, demand deposIts, the productIOn and dIstnbution of electnclty , 
the operatIOn of ports and aIrports, and hydrocarbons and radIOactIve mmerals extractIOn and 
refmmg PartICIpatIon m servIce mdustnes (such as m the fields of medicme, law, archItecture, 
engmeermg and teachIng) by foreigners IS not restncted, but IS so ngorously controlled as to 
restnct foreign partiCipatIOn 

BureaucratIc procedures slow mvestment-related transactions, but these procedures have been 
Improved through the openmg of a one-stop office to assIst mvestors and through the elImInation 
of controls on foreIgn exchange transactIOns There are no lImItatiOns on transfemng funds 
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assocIated wIth foreIgn Investments, and there are no restnctIOns on the repatnatIon of earnmgs, 
royaltIes or capItal, except when these nghts are covered In agreements WIth the Government 

There are seven major property dIsputes InvolvIng U S cItIZens, and about 18 smaller cases 
InvolvIng squatter InVasIOns and expropnatIons In general, the Costa Rican government has not 
provIded prompt, adequate or effectIve compensatIOn for these appropnatIOns 

EI Salvador 
The 1988 foreIgn Investment and promotIOn law prOVIdes unrestncted remIttance of net profits 
for Investors In Industnal actIVItIes, remIttance of net profits up to fifty percent of the regIstered 
foreIgn capItal per year for Investors In commercIal and servIce actIVItIes, unrestrIcted remIttance 
of funds obtamed from the lIqUIdatIOn of a bUSIness In proportIon to the foreIgn funds Invested, 
unrestrIcted remIttance of royaltIes and fees, and free access to foreIgn exchange and local 
finanCIng There are no restrIctIOns on the repatrIatIOn of capItal 
There are no exprOprIatIOn cases pendIng m El Salvador The Government IS In the process of 
settIng up a one-stop office for foreIgn Investors Generally, the mvestment registratIOn process 
IS seen as non-diSCrImmatory and not an ImpedIment to mvestment Under Salvadoran law, 
there IS no dIscnmmatIon between foreIgn and natIonal Investors, and Investment legIslatIOn does 
not Include any performance requIrements 

Guatemala 
Guatemala does not have a foreign Investment code, but under Guatemala law, foreIgn Investors 
receive the same treatment as natIonal mvestors However, In practIce, due to dIfferences In the 
Investment registratIOn process for foreign and natIOnal mvestment and other bureaucratIc 
procedures, foreign mvestment IS more difficult than natIOnal mvestment To alleViate these 
problems, the Government plans to open a one-stop Investor regIstration wmdow dunng 1995 

There are no expropnatlon cases pendmg m Guatemala The Government has recently 
lIberalIzed foreign exchange controls and there are no restnctIOns on the repatnatlon of profits 
Investment m certam sectors (coastal areas, Insurance, mmmg, energy, profeSSIOnal services) 
IS restncted through outnght prohIbItiOns and approval or local equity requIrements, but some 
of the sectoral restnctlons are bemg lIberalIZed to encourage greater local and foreign prIvate 
sector partiCipation 

Guatemala has not Signed ICSID, but has ratified the New York and Panama conventIOns 
goverrung arbitration A legislative lnItlative to make Guatemalan law consIstent WIth the 
mternational conventIons Guatemala has SIgned to allow for mternatIOnal arbitratIon wIll be 
presented to the Congress In 1995 

Honduras 
The 1992 mvestment code grants equal treatment to foreign mvestors and does not llffilt foreign 
ownershIp of bus messes, except m a few sectors whIch requIre SpeCial government authonzatlon, 

" 
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such as basIc health servIces, telecommumcatIons, electrICIty generatIon, transmIssIon and 
dIstnbutIon, aIr transportatIon and others The Investment code also provIdes for guaranteed 
access to foreIgn currency requIred for bUSIness operatIOn, protectIon of property nghts, access 
to fInanCIng and for the creatIOn of a one stop Investor regIstratIOn WIndow However, despIte 
the Investment code, foreIgn Investors stIll face dIscnmmatory treatment, faCIng hIgher tax rates 
on dIVIdends than Honduran natIonals and heavy regulatIOn on the hcensIng of foreIgners to 
practIce law, medicme, engIneenng and other profeSSIOn 

There are apprOXImately 50 cases of expropnatIon of U S CItIzen property In Honduras 
However, expropnatIOn procedures are transparent and Just compensatIon IS furmshed when 
pnvate property IS appropnated for pubhc use 

Settlement of any contractual or property dIspute InvolVIng the Honduran government or Its 
CItIZens must take place m the Honduran courts ThIs process IS generally slow and very 
expensIve Upon the ratification of a bIlateral Investment treaty WIth the U S (whtch has been 
negotIated and IS expected to be SIgned In June), the optIon for bIndIng arbItratIon In ICSID 
would be avaIlable 

Nicaragua 
Under NIcaragua's 1991 Investment code, foreIgner's have the right to rIght to remit 100% of 
profits through the officIal exchange market and, three years after the InItial mvestment, have 
the nght to repatnate capital The law also allows 100% foreign ownershtp m most sectors of 
the economy TelecommumcatIons, Insurance, power generatIon/transmIssIon and the 
Importation of petroleum remam the exclUSIve preserves of the state Foreign mvestors receive 
natIonal treatment WIth respect to export/Import pohcles and pnvatIZatIOn proceedmgs there 
are no onerous Visa, reSidence or work permit regulations whIch mhIbit foreIgn mvestment 

More than 5,000 mdividual and corporatIOns (mcludmg 450 US CItIZens) have outstandmg 
unresolved property claImS Although a property compensatIon mechamsm IS m place, It has 
proven madequate to date m resolvmg the maJonty of cases 

The resolution of mvestment disputes IS unpredictable, due to a cumbersome legal system 
Nicaragua IS a member of ICSID and arbitratIOn clauses are recommended as a means to aVOid 
the uncertaInty of the JudiCial system 

Investors are not generally reqUIred to export speCific amounts, Incorporate mmunum 
percentages of local content, agree to transfer speCific technologies or meet other performance 
cntena Nevertheless, each foreIgn mvestor who regIsters under the ForeIgn Investment Law 
must negotiate an mdIvldual mvestment contract WIth the ForeIgn Investment CommIttee whIch 
may contam performance CrItena 

Panama 
The Government polIcy m Panama IS not to discrumnate agaInst foreIgn mvestors 
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ConstitutIOnal provlSlons eXIst to ban foreIgn land ownershIp withm 10 kIlometers of the natIOnal 
border or on an Island Panama has no restnctIons on transfers of funds assocIated WIth, profits 
denvmg from or capItal employed III an Illvestment There are no current expropnatIOn cases 
Panama has a bIlateral mvestment treaty with the US, under WhICh It recogruzes IeSID as a 
potential means of resolvmg dIsputes WIth foreIgn mvestors 

Free Zones 
Costa RIca, EI Salvador, Guatemala and Honduras all have laws whIch support free zone 
development, grantmg duty-free tmportatlon of machmes and mputs for productIOn and varymg 
degrees of tax breaks and restrIctions on sellmg to the local market Honduras has the most 
generous regIme, allowmg tax free profits for an unltmlted perIod of tIme and allowmg goods 
produced m the duty-free zone to be sold on the local market, If there IS no natIonal productIon 
of the same Item 

Draw-back mdustnes 
Most Central AmerIcan countries also encourage Investment m draw-back or "maqutla" 
Industnes, provIdmg for duty-free ImportatIOn of machmery and other Inputs and tax-free mcome 
for a certam perIod of years 

To Improve the Investment polIcy framework, all countries should grant natIOnal treatment, 
reduce restrIctIOns on protected sectors, allow for the free mobIlIty of capItal and access to 
foreIgn exchange (guaranteeIng all transfers), establtsh clear exproprIatIon rules, update therr 
membershIp m MIGA, eltmtnate performance requrrements, open one stop Investor wmdows or 
otherwise reduce bureaucracy and aVOId double taxatIon of foreign Investors 

, 

l 



J 

r 

STATUS OF TRADE LmERALIZATION 

Extra-RegIonal Tanffs 
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Tanff reductIons In Central Amenca began In Costa RIca In the mId-1980s, a pattern 
WhICh was eventually followed by all other countnes In the reglOn For the most part, these 
reductIons were performed as measures supported by World Bank structural adjustment loans 
(SALs) and bIlateral USAID polIcy dIalogue IrutIatives Tanff rates In the regIOn were 
compressed from a range of 0 - 200+ percent to near the current 5-20 percent range WhICh 
resulted In a dramatIC reductlOn In the effectIve rates of tanff protectIon Tlus and major 
lffiprovements m the reglOn's exchange rate reglffies were major factors In lffiprOVIng Central 
Amenca's export competItIveness and contnbuted lffiportantly to the regIon's recent surge In 
non-traditlOnal exports to outsIde markets In 1993, the Central Amencan natIOns (excludIng 
Panama) formally adopted the 5-20 percent tanff range as the reglOn's common external tanff 
(CET) 

Although Central Amenca has pursued other trade reforms over the last two years, 
prlffianly those assocIated WIth redUCIng mtra- and extra-reglOnal non-tanff barrIers, no senous 
dIScussIon on further CET reductIons occurred until early 1995 when El Salvador proposed sharp 
reductIons El Salvador's proposal, fIrst suggestmg the phased ellffiInatIOn of all external tanffs 
over a two-year penod, but later modIfIed to compressmg the current 5-20 CET range to 0-6 
percent over four years, receIved a mIXed reactIon from Its Central Amencan neIghbors, ralsmg 
questIOns of Its legabty and appropnateness gIven eXlstmg regIonal agreements 

Followmg the approval of El Salvador's lmtIatIve, both Costa RIca and Guatemala made 
umlateral changes m the CET WIth Costa RIca approvmg a temporary 8 % mcrease m Its CET 
to address a fIscal defICIt, and Guatemala temporanly adoptmg a umfIed external tarIff rate of 
10%, also to mcrease Its revenue Guatemala has smce returned to the 5-20% range, and IS 
expected to follow El Salvador's lead In reducmg the tanff on mputs from 5% to 1 % this year 
Honduras has also recently deCIded to lower Its external tanff on certam mputs from 5 % to 1 % 
and to make other tanff reductIons related to the lffiportatlOn of oils, tuna and sardmes 

Although Panama has not adopted the common external tarIff range of 5-20%, due to 
therr observer status m the Central Amencan Common Market, they also have reduced therr 
external tanffs In the context of therr negotIations to accede to the GAIT SpeCIfIcally, Panama 
has agreed to reduce the tanffs on chIcken from 320 to 260%, on pork from 90 to 70% and on 
com from 150 to 90% over the next ten years 

Senously complIcatmg Central Amencan efforts to reduce tanff rates (as shown by the 
examples of Costa RIca and Guatemala) are the recent fIscal cnses expenenced by several of the 
regIOn's countnes WIth an extremely rugh dependency on trade taxes for fIscal revenue 
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(Central Amenca ranks the worst 10 the hemIsphere on an 1Odicator developed by the 
InternatIonal InstItute of EconomIcs for relIance on trade taxes), trade reformers 10 most Central 
AmerIcan countrIes are find10g that poor fiscal performance constItutes the major obstacle to 
tarIff reductIons TheIr governments, whIle start10g to support further CET cuts, are reluctant 
to lose Important tanff-generated revenues untIl other secure sources can be found 

However, desplte these obstacles, the Central Amencan governments are begmrung to 
realIZe that 10creased trade hberalIZation IS necessary and that current constramts, such as poor 
fIscal performance, have to be addressed 10 the near term It IS 1Oterest1Og to note that at the 
recent regIOnal Trade and Investment Councll (TIC) meet10g between the U S and Central 
AmerIca, a seSSIOn to develop a lIst of areas for unrnedlate actIOn as part of the MIamI SummIt 
follow-up agenda for the June 30 Denver Trade MlDlstenal, the Central AmerIcans proposed 
explormg the need for, and the avallablhty of, techrucal aSSIstance to develop alternatIve sources 
of revenues to reduce therr dependency on trade taxes 

Further reductIOns 10 external tanff protectIOn are essentIal If Central Amenca IS to 
adequately prepare Itself for tighter 1OtegratIon mto the hemlsphenc economy Upon Jommg 
FT AA, or some vanatlon thereof, Central Amenca wIll have to brmg ItS CET down to levels 
SImIlar to those of other FT AA members m order to aVOId trade dIversIon and the reductIOn m 
1OternatIonal competItiveness assocIated WIth htgh Import tariffs GIven the current average tarIff 
rates 10 North AmerIca, a logIcal mId-term target for Central Amenca would be to establIsh an 
external tanff near 5 percent 

Intra-RegIOnal Trade 

Tanffs and Import controls are applIed to a lImIted number of products that are traded 
10 the regIOn Followmg IS a summary of those products and an mdlcatlon of the countnes that 
have deSIgnated these products as sensItIve and have appbed tarIffs or IIcensmg requrrements 

Product Category RestnctIon Countnes applymg 
restrIctlOns 

U ntoasted coffee Tartff All five countnes 

Unrefmed or refmed cane Import control All five countries 
sugar 

Petroleum denved products Tartff All five countnes 

Wheat flour Import control Guatemala-EI Salvador 
Guatemala-Honduras 
Guatemala-Nicaragua 
EI Salvador-Honduras 
EI Salvador-Nicaragua 
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Product Category RestrIctIon 

Ethyl alcohol Import control 

Toasted coffee Tanff 

DIstIlled alcohohc Tanff 
beverages 

Rum Tanff 

Leave tobacco Import control 

CIgarettes Tanff 

Matches Import control 
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CountrIes applymg 
restnctIons 

Guatemala-El Salvador 
Guatemala-Costa Rica 
El Salvador-Honduras 
El Salvador-NIcaragua 
El Salvador-Costa Rica 
Honduras-Costa RIca 
NIcaragua-Costa RIca 

Guatemala-Honduras 
Guatemala-NIcaragua 
Guatemala-Costa Rica 
El Salvador-Honduras 
El Salvador-NIcaragua 
El Salvador-Costa Rica 
Honduras-N Icaragua 
Honduras-Costa Rica 
NIcaragua-Costa Rica 

Guatemala-Honduras 
El Salvador-Honduras 
Honduras-N Icaragua 
Honduras-Costa Rica 

Guatemala-Honduras 
El Salvador-Honduras 
Honduras-NIcaragua 
Honduras-Costa Rica 

Guatemala-Costa Rica 
EI Salvador-Costa Rica 
Honduras-Costa Rica 
NIcaragua-Costa Rica 

Guatemala-Costa Rica 
EI Salvador-Costa RIca 
Honduras-Costa RIca 
NIcaragua-Costa RIca 

NIcaragua-Costa Rica 

Non-tanff barners to mtra-regional trade stIll eXIst, but are slowly bemg dIsmantled Recent 
actions mc1ude stmphfymg the border crossmg procedure, eltmtnatmg certam phytosamtary 
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reqUlrements and developing a urnform document for cross-border transactIons Some of the 
more sIgrnficant remaining barrIers Include 

Non-tarIff BarrIers to External Trade 

Accordmg to the U S Government report on trade barrIers, the reglOn still mamtams a 
slgmflcant number of non-tanff barrIers These mclude the followmg 

In Costa RIca, market openmg to agncultural Imports IS lundered by the government's 
concern that pnces of certain staple goods may Increase as restnctlOns are removed, 

In EI Salvador, arbItrary sarntary restnctIons on poultry restnct market access as do 
agncultural prIce bands for baSIC graIns, 

In Guatemala, product labeling and reglstratlOn laws restrIct the entry of new products 
due to the tIme requrred for product reglstratlOn and testing and a tanff rate quota protects local 
pOUltry producers from lffipOrt competltlOn, 

In Honduras, sarntary and phytosarntary restrictions deny market access for clucken parts 
and lffipede lffiports of nce and com, as does the eXistence of agncultural pnce bands, and 

In Nicaragua, a prIce band on yellow com, sorghum, nce and soybeans restrIcts market 
access 

Other Free Trade Agreements 

Central Amenca has expressed an Interest In negotiatIng free trade agreements not only 
With the US, Canada and MeXICO, but also With a range of other regional partners, either 
indiVidually or as sub-regional groupmgs Costa RIca, for example, negotiated a free trade 
agreement With MeXICO that came Into effect January 1, 1995 Although MeXICO would hke to 
use thts agreement as a model for future negotiatIons WIth the Northern TIer (Honduras, 
Guatemala and EI Salvador), the Costa RIca-MeXICO agreement IS not generally perceIved to be 
a good baSIS for future negotIatiOns, smce It contaIns restnctIve rules of ongm and other 
condItions that the Northern TIer IS not wIllmg to except The MeXIcan fInanCIal cnsls has 
stalled ongomg trade talks With the Northern Tier, but they are expected to resume once the 
MeXican economy has stabilIzed 

t 
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Support~ng Illustrat~ve Budget I 
Intellectual Property 
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Descn.ptl.on Year 1 Year 2 Year 3 Year 4 Year 5 TOTAL 

+10% +10% 

A Dept of Commerce PASA· 135 567 146 111 157 708 73 742 36 871 550 000 

1 Salarl.es (3 months) 
2 Benefl.ts @ 20% 
3 Travel 10 @ $5000 
4 M~scellaneous @ 10\ 
5 OVerhead @ 35% 
6 Travel tours to U S 

17 500 
3 500 

50 000 
7 100 

27 335 
30 132 

19 250 
3 850 

55 000 
7 810 

30 069 
30 132 

21 175 
4 235 

60 500 
8 591 

33 075 
30 132 

16 382 
3 276 

30 000 
4 966 

19 118 
o 

B 191 
1 638 

15 000 
2 483 
9 559 

o 

B2 497 
16 500 

210 500 
30 950 

119 156 
90 396 

B Agreement/Contract lOB 056 142 9B5 153 906 165 919 179 134 750 000 

1 Techn~cal Ass~stance 

a Sal/Ben - 9m @ $4500 
b Travel - 24 @ $1000 
c Ml.scellaneous @ 10% 

70 950 

40 500 
24 000 

6 450 

+10% 
78 045 

44 550 
26 400 

7 095 

+10% 
85 850 

49 005 
29 040 

7 805 

+10% 
94 434 

53 906 
31 944 

8 585 

+10% 
103 878 

59 296 
35 138 

9 443 

433 157 

206 757 
122 522 

32 92B 

2 Internat~onal Experts 16 335 17 969 19 765 21 742 23 916 99 727 

a Salary 
b Travel 

5m @ $7000/m 
2 @ $5000 

c Dl.rect Costs @ 10% 
d Ml.scellaneous @ 10% 

3 Tra1n1ng (6 sem/yr) 

3 500 
10 000 

1 350 
1 485 

20 771 

a Documents @ $2000/sem 12 000 
b Log1st1cal support 8 771 

@ $8771/year 

4 Aud1ts @ $25 000 each 0 

3 850 
11 000 

1 485 
1 634 

21 971 

13 200 
8 771 

25 000 

4 235 
12 100 

1 634 
1 797 

23 291 

14 520 
8 771 

25 000 

4 659 
13 310 

1 797 
1 977 

24 743 

15 972 
8 771 

25 000 

5 124 
14 641 
1977 
2 174 

26 340 

17 569 
8 771 

25 000 

21 368 
61 051 

8 242 
9 066 

117 116 

73 261 
43 855 

100 000 

===~=_==. __ E==_a_. __ .a __ •••••• __ ••• ____ •••••••••••• _._ •••••••••• __ •••••••••••••••• 
TOTAL 

DOL PABA 
In year 4 
In year 5 

243 623 289 095 311 614 239 661 216 005 1 300 000 

techn1cal ass1stance is reduced to 2 person-months and tr1ps to 6 per year 
technl.cal aSSl.stance l.S reduced to 1 person-month and tr1ps to 3 per year 

Internatl.onal Experts 
10% of salary/travel costs l.S budgeted for dlrect costs such as lnsurance 
commun1catl.Ons photocoPYl.ng and courl.ers and postage 

Tra1nl.ng 
$8 771 1S l.ncluded annually for loglstical support for the IPR semlnars 
Sl.X semlnars are planned per year The logl.stl.cal support would cover communications 
and admlnl.stratlve support requl.red to organl.ze the semlnars The budget assumes 
that a local organlzatl.On wl.ll provlde the sem1nar space as part of the1r counterpart 
contrl.butl.on and that each sem1nar partl.cl.pant w1l1 pay thel.r own way to the sem1nar 

Audl.ts 
If a contract l.S awarded rather than a grant to 1mplement thl.s component the audl.t 
funds w111 be added to the technical ass~stance ll.ne 1tem 
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Support~ve Illustratlve Budget II 
Labor Harmonization 

--------

Descr~pt1.on Year 1 Year 2 Year 3 Year " Year 5 TOTAL 

I Technical Asslstance o 131 120 144 232 158 655 174 521 608 528 

+10% +10% +10% 
A Reg~onal Experts 0 90 200 99 220 109 142 120 056 418 618 
-------- - ------------- - ---------- --- -- ---

1 Sal/Ben ~ $6000/mo *12m a n 000 79 200 87 120 95 832 334 152 
2 Travel ~ $1000/trlp*10 0 10 000 11 000 12 100 13 310 46 410 
3 M~scellaneous <iii 10% 0 8 200 9 020 9 922 10 914 38 056 

+10% +10% +10% 
B Inte~nat1.onal Experts 0 40 920 45 012 49 513 54 465 189 910 
--------------- --------- --------- ----- - --- ------ ------ -------- -- ---

1 Sal/Ben ~ $B600/mo 0 8 600 9 460 10 406 11 447 39 913 
2 Travel <iii $5000/tnp a 10 000 11 000 12 100 13 310 46 410 
3 M1.scellaneous <iii 10% 0 1 860 2 046 2 251 2 476 8 632 
4 Overhead <iii 100% 0 20 460 22 506 24 757 27 232 94 955 

s=_ ••• axs ••• aa ••• : •••••••••• _ ••• ___ ••••••••••••••••••••••••••••••••••••••• _ •••••••••• 

II Tra~n~ng 0 217 390 101 694 101 694 195 694 616 472 ........ _-_ .. -_ ... -_ .•.. _ .•...•....•....• ---.... __ ..... _--•........•....•... _ ..... _--
A Reg~onal Fora 0 217 390 101 694 101 694 195 694 616 172 

-------- ----------------
1 Part Travel <iii $2000/tr1p 0 120 000 48 000 48 000 132 000 348 000 
2 Expert Trav ~ $5000/trip a 30 000 20 000 20 000 30 000 100 000 
3 M1SC lOg1.St1CS 0 67 390 33 694 33 694 33 694 168 472 

.......•........•....• -_ .........•....••.•..•.•......•......•.•............ -......... 
III Aud1.ts 0 0 25 000 25 000 25 000 75 000 .... -_._._-.. _------_._ ..•..•.••..•..•••.....•... _ ......•...•.•• -......•............ -
GRAND TOTAL o 348 510 270 926 2B5 349 395 215 1 300 000 
••••••• _ ••• _ ••••••••••••••••••••••••••••••••••••••••••••••••••••••• a_ •••••••••••••••• 

Technlcal Ass1.stance - Reg10nal Experts 
In the f~rst year one year of ass1stance loS 1ncluded 
n1ne months of TA lS 1ncluded 

Tra1.nl.ng 

In the second year 

Under th1S component funds have been 1ncluded for travel for conference part~cipan 
It ~s est~mated that a larger forum will be held ~n years 2 and 5 for 100 
part~c1pants Funds are also ~ncluded for log~st~cal support such as 
rent1ng space translators communicat1.ons and document reproduction More funds 
are l.ncluded for the first year assum1ng that it will be more d1.ff1cult to get 
counterpart support for the f~rst semlnar 

The est~mates show two regional fora per year 

1 

t 

) 
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Descrlptlon 

I Technlcal Asslstance 

A Internatlonal Experts 

Supportlve Illustratlve Budget III 
Investment Cllmate 

Year 1 Year 2 Year 3 Year 4 

Annexi$ 
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Year 5 TOTAL 

a 214 280 120 450 132 495 145 745 612 970 

a 214 280 a a a 214 280 
-------------- ----- -------- -------- -- .----------- -------------- -- -

1 Sal/Ben (i> $8600/mo a 77 400 a 0 a 77 400 
2 Travel @ $5000/tn.p 0 20 000 a 0 a 20 000 
3 Mlscellaneous Ii 10% 0 9 740 a 0 a 9 740 
4 Overhead @ 100\ a 107 140 a 0 a 107 140 

B Reglonal Experts a 0 120 450 132 495 145 745 398 690 
------------------------------------------ --------.-------- -- .----------

1 Sal/Ben (i> $5000/mo 0 0 55 000 60 500 66 550 182 050 
2 Travel @ $1000/tnp a 0 18 000 19 800 21 780 59 580 
3 Mlscellaneous Ii 10% 0 0 7 300 8 030 8 833 24 163 
4 Overhead ® 50% a 0 40 150 44 165 48 582 132 897 

II Tralnlng o o 87 030 o o 87 030 == ______ a. __ = __________ • _____ ._ ••• _. _______ ••• ___ • _____ •• ___ ~~. __ •• __ ._=_ .. _ ... __ . __ 
A SlX Natlonal Workshops 

1 Expert Trav Ii $5000/trlp 
2 Loglstlcal support 

o 

o 
o 

o 

o 
o 

87 030 

60 000 
27 030 

o 

o 
o 

a 

o 
o 

87 030 

60 000 
27 030 

===-----------... -------_._------------._._------_.---._ ... _-.. ----------._.-_.-._--
GRAND TOTAL o 214 280 207 480 132 495 145 745 700 000 

Estlmates for loglstlcal support assume that local counterparts wlll provlde space 
and most of the arrangements requlred for the semlnars 

BEST AVAILABLE copy 
111/ 
\ 



DesCrJ.ptlon 

I Technlcal Asslstance 

A Internatlonal Experts 

Supportlng Illustratlve Budget IV 
Trade Llberallzatlon 

Year 1 Year 2 Year 3 Year 4 

+10\' +10\' 
o 39 600 321 140 353 254 

0 0 241 940 266 134 

Year 5 

+10\' 
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TOTAL 

388 580 1 102 574 

292 748 800 822 
------- ------------ --------- -------------------------- --------- ----------

1 Sal/Ben - 8m iii $8746 0 0 69 973 76 970 84 667 231 610 
2 Travel @ $5000/tnp 0 0 40 000 44 000 48 400 132 400 
3 Mlscellaneous iii 10\' 0 0 10 997 12 097 13 307 36 401 
4 Overhead iii lOa\' 0 0 120 970 133 067 146 374 400 411 

B CA Experts a 39 600 79 200 87 120 95 832 301 752 
----------------------- ------------------- -------------- ----------------

1 Sal/Ben- 12m@$4000 a 24 000 48 000 52 800 58 080 182 880 
2 Travel Ii S2000/tnp a 12 000 24 000 26 400 29 040 91 440 
3 Mlscellaneous iii 10\' a 3 600 7 200 7 920 8 712 27 432 

:2 ___ 2 __ = ••• _____ • _________ • __ = ____ ._._ ••• ____ •••• __________ a ••••••• _________ ._. 

II Tralnlng a 55 683 60 783 66 393 72 567 255 426 
: ... _----... _---------_ ... _-_ ... --.. -._._._._----_._.--------._----_._._._._ .... 
A Reg Semlnars/Workshop a 25 000 27 500 30 250 33 275 116 025 

1 Speaker Travel/Fees a 25 000 27 500 30 250 33 275 116 025 

B Semlnar Partlclpatlon a 30 683 33 283 36 143 39 292 139 401 

-------------------------------------------------------- ------------- ------
1 Conf fees ® $5000 a 10 000 11 000 12 100 ,13 313 46 413 
2 Travel @ S8000/each a 16 000 17 600 19 360 21 296 74 256 
3 M1SC iii $4683 /yr 0 4 683 4 683 4 683 4 683 18 732 

a ••• p ___ •••••• _ •••••••••••••••••••••••••••••••••• _ ••••••••••••••••••• _ ••••••• a •• 

III AudltS 0 a 25 000 25 000 25 000 75 000 
==-••••••••• __ •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
GRAND TOTAL a 95 283 406 923 444 647 486 147 1 433 000 .........•..•.••.....•.........•.••............•••............ __ ..••............ 
Under the reglonal technlcal assistance component 6 months of TA are estlmated 
for year two 

Under the tralnlng component the partlclpatlon of a speaker 1S envlsloned 1n 2 
semlnars per year 

In addlt10n funds are lncluded to send two reglonal representat1ves per year 
to partlclpate 1n related conferences or semlnars 

t 
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SUMMARY OF BILATERAL MISSION COMMENTS 
ON REGIONAL TRADE POLICY PROJECT 

FROM MEETING IN SAN SALVADOR MARCH 27th 

General Comments 
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USAID/EI Salvador Concern because there IS a divergence between project components and 
LlZano's IdentIficatlOn of reglOnal pnontIes (1 e mfrastructure, macroeconomic stabIhty) 

USAID/Costa RIca Need to explam the benefits and value added of a reglOnal approach It 
doesn't corne across too clearly m the project paper Mention m the constramts sectlOn all of 
the problems mentioned by LlZano but note that some are bemg addressed by other donors 
and/or on a national level 

USAID/Nlcaragua Should explam that the regional project wlll not only not duphcate MlsslOn 
bIlateral activIties but will coordinate With them Nicaragua IS workIng m most of the project 
areas, except IPR 

USAID/W ILAC Should consider posslblhty of domg study on need to mvest m human capital 
m the reglOn as a way to get the reglOn ready for free trade The document reads hke the U S 
pohcy agenda for the reglOn 

USAID/W/LAC Should mclude small busmess assistance m PP (once It's clear what the new 
US AID IIDtIatlve IS m thts area) 

PrOJect Management 
USAID/Costa RIcalUSAIDlNlcaraguao Management costs seem hlgh and the project seems to 
be management mtenslve The MISSion should consider other ways to lIDplement It, such as 
through an umbrella agreement 

Investment Protection 
General Most countnes already have extensive studies of therr mvestment chmates The 
MISSIOns agreed to send USAID/G-CAP copies of these studies USAID/G-CAP Will mclude 
a matrIX m the project paper showmg where each country IS on key mvestment protection 
pohcles 

USAIDIEI Salvador Should focus on protectlOn of all and not Just foreign mvestment or else 
It looks lIke U S agenda Other Issues that could be considered are lettmg the pnvate sector 
participate m Costa Rica's bankmg sector and workIng on the regulatory framework for 

\'if\ 
I 
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electrICIty and expandmg the Salvadoran model to other countrIes Couldn't we use the project 
to transfer models/best praCtIces m telecommurucatIons and electncity to other countnes? We 
should not use the bllateral Investment treaty as a POInt of companson 

USAID/Nlcaragua Why doesn't the MISSIon do an In-depth analysIs of Investment codes now 
as part of project development and not as part of the project? 

USAID/Costa RIca Should broaden It to focus on foreIgn and domestIc mvestment 

Intellectual Property RIghts 
USAID/Costa RIca The Costa RIcan MISSIOn IS workIng WIth the GOCR and the Embassy on 
the creation of a Costa RIcan patent and trademark office Could the regIOnal project help WIth 
consumer protectIOn laws? (Note thIS IS outsIde of the project scope and not really related to 
IPR) 

USAID/Nlcaragua The NIcaragua MISSIon IS most Interested In thIS component and could use 
some techrucal aSSIstance to develop legIslatIOn and enforcement mecharusms 

Labor HarmoruzatIon 
General Send terms of reference from labor study to MISSIOns and let them know who the labor 
representative IS on the study from each country 

USAID/EI Salvador Make sure that the consultant has a copy of the prevIOUS study that was 
done m EI Salvador 

USAID/W/LAC QuestIon on relevance of labor to future free trade agreements Need to look 
at the role of government m labor Issues and the role of labor tnspectors Another aspect IS the 
dlscrunmatIOn agatnst women and the mdlgenous found m labor codes The World Bank did 
a study last year on labor codes m some Latm Amencan countries 

USAID/EI Salvador" The labor codes m the regIOn are too complex The ILO helped Panama 
create a very complex labor code that can not be enforced We should look at Sebastian 
Edwards book where he mentIOns labor codes 

USAID/Nlcaragua SuggestIOn that once the study IS done, the MISSIon use that to develop 
follow-on actIVities and determme exactly what kmds of assistance would be mvolved (Note 
that IS the approach USAID/G-CAP WIll take ThIs wIll be re-emphaslZed m the project paper) 

Trade LiberalIzatIon 
USAID/EI Salvador Need to focus fIrst on gettmg nd of mternal non-tanff barrIers In the 
Central Amencan reglOn Focus on non-tanff barriers to agncultural trade because of Its 
unportance to the reglOnal economy 

> 



COMMENTS ON DRAFf PROJECT PAPER 

USAID/San Salvador 
- Need to do economic and stakeholder analyses 
- QuestIOn of whether project resources are sufficient enough to have an nnpact 

ANNEX K 
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- PP should be more specific regardIng how the project will be Implemented and who will 
benefit 
- The activIties related to harmomzIng the labor code should be dropped 
- Should clanfy how bilateral USAIDs will be Involved In project ImplementatIOn and how much 
tIme they wIll be reqUITed to dedicate to thIS project, especially gIven dechmng human resources 

USAID/Costa RIca 
- Fmanclal sector Integration should be a pnonty 
- A mechamsm should be set up to get techrucal Input at the national level from a representative 
other than the Mllllster of Economy 
- The MISSion should consider IncludIng conditionalIty that the national legislatures approve the 
polIcy reforms promoted under the project 
- A better strategic objective Indicator would be Increased foreign Investment, rather than exports 
and IntrareglOnal trade 

USAID/Honduras 
- A project adVISOry group should be establIshed In each country, In additIOn to the yearly 
meetIngs With Mllllsters, to diSCUSS project progress, these groups should Include a USAID 
bilateral MISSIon representatIve as well as key publIc and pnvate sector leaders 
- IPR legIslatIOn actIVIties wIll be of lImIted value In Honduras 
- In the labor area, It IS not clear what the project wIll do The emphaSIS should be on 
enforcement at the natIonal level 
- Non-tanff barriers are a difficult Issue 
- The MISSion should consider whether an Investment polIcy framework baselIne study IS 
reqUIred due to the eXIstence of country commerCIal guIdes 
- Honduras Will already have many legIslatIve changes In place before the project starts 



SUMMARY OF PARTNERS' COMMENTS ON 
REGIONAL TRADE POLICY PROJECT 

Edward Lizano, Costa RIcan economIst and former Central Bank PreSIdent 
- should look at supply as well as demand Issues 
- should Include qualIty control standards 
- skeptICIsm on vIabIlIty of labor component SInce It IS polItically sensItIve Issue 
- should look at problems related to agncultural Imports 
- should allow for approach from regIOnal or sub-regIOnal level 

Central Amencan Monetary Councll 
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- should Include activItIes relatIng to free movement of capItal and regIOnal IntegratIon of 
finanCIal servIces, such as harmoruzatIOn of bankIng norms and stock market regulatIOns 
- should also consIder coordInatIOn of macroeconomIC polIcIes, whIch the CAMC IS workIng 
on 

Central Amencan UnIVerSIty Councll (CSUCA) 
should Include actIVItIes to foster recognItIOn of degrees, profeSSIOnals and educatIOn 

accredItatIOn for hIgher educatIon In Central Amenca 
should Include actIvitIes to promote stronger relatIOnshIps between the productive and 

unIversIty sectors In Central Amenca 

FederatIOn of Central Amencan Chambers and Industnal ASSOCiations (FECAICA) 
- should Include human resources development for all levels 
- should work on SImplIfyIng government processes 
- should Improve Infrastructure as well as the quabty and cost of pubbc services 
- should promote hnes of credit at competItive mterest rates to promote mdustnal moderruzatIOn 
and reconversion 
- should put m place dynamiC pohcles related to trade negotiatIOns and operung of new markets 
for exports 
- should work on establIshIng legal framework for Infrastructure Investment 
- should mclude busmess sector m admlnIstratlon of trade hberahzatIon pohcles, such as 
safeguards, anti-dumpmg and dIspute resolution 

ConfederatIon of Labor Uruty of Guatemala (CUSG) - Includes opmlODS of Central Amencan 
Labor ConfederatIOn (CTCA) 
- should actIvely take mto account views of orgaruzed labor In project development 
- should be careful on reducmg tarIff bamers too qUIckly WithOUt protectIon for employer and 
workers 
- would hke more InformatIOn on Investment protectIOn and mtellectual property nghts to ensure 
that these forms of protectIOn are not turned mto ways to abuse workers or damage other sectors 
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- support hannomzed labor code, but should make sure hannoruzatlon does not lead to reductIOn 
m protectIOn of workers' nghts 

Central AmerIcan Development Coordmatlon CommIssIOn (CADCC/CCDCA) 
- should mvolve cIvIl socIety m dIalogue about the project 
- should deSIgn a strategy for coordmatIOn among regIOnal mstltutlons 

Costa RIcan CoalItIOn for Development ImttatIves (CINDE) 
- before begmmng project actiVIties, should develop clear understandmg of each country's tanff 
and non-tanff barrIers to mtra and extra-regIOnal trade as well as an mventory of eXIstmg 
bIlateral free trade agreements 
- should develop database of mfonnatIOn on legal and regulatory framework for trade m each 
country relatmg to antI-dumpmg, countervaIlmg duties, safeguards, dIspute resolutIOn 
mechamsms and rules of ongm 
- the exchange regIme of each country should also be analyzed, particularly takmg mto account 
the poor expenence WIth the CompensatIOn Chamber 
- should also understand each country's framework for foreIgn mvestment 
- based on these analyses, should develop a strategy for reducmg tarIff and non-tanff bamers 
that could be followed by each country when they were ready 
- should promote entrepreneunal culture m each country, removmg government dlsmcentIves 
to productIon and mcreasmg access to technology 
- should evaluate the servIce sector to ensure that It IS developed enough to meet mcreased 
demand for consultmg servIces, mamtenance, software, real estate, publICIty etc that WIll come 
WIth greater productIOn 
- should revIse actIvIty selectIOn cntena to allow work on mdlvIdual country Issues, not requrre 
pre-exIstmg government support and not requrre SUStatnabIlIty, smce SUStatnabIlIty has not been 
adequately defmed 

Centro de InvestIgacIOnes Economlcas Naclonales (CIEN) 
- should focus on acceleratmg openmg of the economy 
- should defme whIch regional mstItutlon WIll support economIC mtegratlon 
- should support harmOnIZatIon of macroeconOmIC polICIes, lookIng at the common external 
tanff, mvestment polICIes, labor codes and envrronmental protectIOn 
- should support pnvatIZatlOn of electncIty and telecommumcatlons, restructurmg of customs, 
moderruzatlon of ports and aIrports, mcreasmg mvestment m mfrastructure, development of 
agncultural and mdustnal sectors and strengthenmg of fmanclal sector 

ConfederacIOn de Cooperatlvos del Canbe y Centro Amenca 
- should consIder moderruzatlon and reconverSIOn of small busmesses 

InternatIOnal CooperatIve AllIance 
- should consIder competItIveness Issues such as pnVatIzatIOn, mfrastructure, modernIZatIOn of 
the state and productIve reconverSIOn 



( 

- should encourage greater regIOnal economIC mtegratIOn 
- should reduce dependence of Central Amencan economIes on tanffs 
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STATUS OF RESPONSES TO THE PROJECT 

Date of Letter thankmg 
Orgaruzatlon Response response 

FECAICA 3/28/95 4/6/95 

COSEP 3/30/95 4/6/95 
Comments to be sent 

CINDE 4/3/95 4/6/95 

MOL/Guatemala 

Central de TrabaJadores de 
Panama 

FEDEPRICAP 

ICAP 

SECMCA 3127 4/19 

JCIC 

SG-SICA 3/24 4/19 

Central de TrabaJadores 
Costarncences 

SIECA 

BCIE 4/6/95 417 
Comments to be sent 

Central de TrabaJadores de 
Honduras 

Asoclaclon General de 
Empleados Pubhcos y 
Muruclpales de El Salvador 

CSUCA 4/4 4/19 

FECAICA 



Orgaruzatlon 

CIEN 

ASIES 

FUSADES - ANDE 

FIDE 

Banco Central de Costa 
RIca 

CADCC 

ALIANZA 
COOPERATIVA 
INTERNACIONAL 

COMITE 
CENTROAMERICNO DE 
COORDINACION 
INTERSECTORIAL 
(CAeI) 

ConfederaclOn de Umdad 
Smdlcal (CUSG) 

Date of 
Response 

5/2 

4/6 

6/6 

5/18 
Comments to be sent 

4/26 
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Letter thankmg 
response 

5/5 

4/19 

6/8 

5/19 

5/3 

\~ 
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RelatIOnshIps of USG agencIes to RegIonal Trade PolIcy PrOject 

FREE TRADE POLICY LEAD TECHNICAL 
AGREEMENT ASSISTANCE I 
ACCESSION TRAINING 
REQUIREMENT 

Intellectual Property RIghts USTR RegIOnal Trade Pohcy 
Patent and Trademark Project (Patent and 
Office Trademark Office) 
Department of State 

Investment Pohcy USTR RegIonal Trade Pohcy 
Framework Department of State Project 

Labor Rights USTR RegIOnal Trade Pohcy 
Department of Labor Project 

EnVIronmental Pohcy USTR PROARCA (EnVIronmental 
Framework EnVIronmental ProtectIOn ProtectIOn Agency) 

Agency 

Sarutary IPhytosarutary USTR RegIonal Trade Pohcy 
Standards Federal Drug Project (possIbly) 

AdmInIstratIOn 

Other Trade LlberahzatIOn USTR RegIOnal Trade Pohcy 
Measures Project m cooperatIOn With 

relevant USG agencies 


