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INTRODUCTION /79‘/_
The purpose of this essay is to present a summary of the principal results and conclusions of
the author's study " The Program of Liberation dn the Andean Pact and its Effects or"Col -
ombia's Foreign Trade : An Empirical Analysis ", The intention here is neither that of
delving into +a detailed discussion of the methodology utilized, nor that of making an
exhaustive analysis of the empirical evidence, nor that of evaluating such other aspects as
the " relevancy " and " viobility " of the orthodox theory of econemic integration for the
specific study of the trade liberation program in the Andean Pact g¥ithe theoretical and
practical implications that can be drawn from that program during the first years of the func-
tioning of the Cartagena Agreement. Some of these concerns will be treated in depth in a

later work.,

The decision to publish this partial version stems from the fact that, in addition to the
undeniable contribution that studies of this nature can come to represent in the course of a
process of integration, it seems opportune that, after nine years of having had the program

or trade liberation in effect in the Andean Pact, the most important results of the first serious



study regarding the effects of intrasubregional tariff reductions on the structure and behavior
of the international trade of a member nation ( in this case, Colombia ) should be made

known as soon as possible,
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research project and in the definition of the lisgof the liberation program ; Guitlermo Perry
for collaboration in project development and in discussions of certain methodological aspects;
José “A. Bello and Fernando Preciado for their statistical work; and Clara Arias and Margari-
ta de Avila for all project related typing. Thanks are extended as well to all of those other
people who, in one way or another, contributed to the realization of the research project
and, especially to FEDESARROLLQ, . where the author, as research associate, carried out

the study in question. Finally, special thanks are due Doug Ford Hiil for the translation of

the present essay into English.

Needless to say, both this present essay and the research on which it is based remain the

responsibility of the author,



I. THE STRUCTURE OF COLOMBIAN TRADE WITH THE ANDEAN GROUP, 1966 1976,

A.

Importance of the Andean Market

As can be seen in table N° 'I,- the Andean Group was becoming increasingly more
important as a market for Colombian exports ( other than coffee ) from the middle .

of the 1960 to the early ]970'5,' the group's participation in this regard more than
doubling between 1965 and 1970 ( from 10% to 25%,. respectively }. Nevertheless,
and contrary to what was expected at the beginning ,7 during the first four years of

the liberation program the group's participation was a sdecreasing one, the pexcenta -
ge of total Corlombion exports being destined for the Andean Market diopping, by
1974, to 18%.That trend then reversed‘,r ari'd,r by 1976, the Andean Group's impor-
tance as ﬁ market for Colombian exports again equalled that attained during 1970-

71, .

However, important differences exist in the observable bejavior of each one of the
member countries in their respective roles as markets for Colombian exports, While
Bolivia and Ecuador mmintained approximately the same ( despite certain oscillations)
participation during the 19691976 perigd( 2% and 24%,‘ respectively }, Chile and
Peru were losing,' almost without interrt;prion ,. their importance as Colombian
markets as of 1970 ( from 23% in 1970 to 5.5% in 1976 and from 43% to 10% ,
respectively ); Venezuelc,‘ on the other hand,. progressively adguired increasing

importance as @ market for Colombian expartsand, accordingly, became the



" Jominant " market for such goods { from 7% in 1970 to 63% in 1976.)

In the face of these circumstances it is possible to assert that tolombian exports to the Andean
Group had, in their entirety, an average growth that was less than or, at best, similar to-

that .of Colombian exports to third countries during the first six years in which Andeon tariff
reductions were in effect. This behavior is evidently a contrastive one to that cbserved in the
latter half of the 1960's when-CoIombian exports to the Andean Group demonstrated, on the .
average, a greater dynamism than Colombian-exports to thitd:countries. However, as noted in
the preceding paragraph, the behavior of individual member nations as export destinations did
vary significantly. Additionally, one can note a strong tendency for Co!ombiu's subregional
exports to be-concentrated in its two * border " markets {( Venezuela and Ecuador, which, in
combination, represented 65% and 80% of total Colombian exports in 1975 and 1976, respectively)
which constitute, to a certain extent, " natural "markets and both of whose respective economies
( and especially, Venezuela's } have enjoyed, thanks to the boom in petroleum, a considerable

increase in their capacity to import during the period under consideration.

These results. would suggest, at this general and preliminary level of analysis, some conclusions
regarding the relative " effectiveness " or, better, " ineffectiveness " of the trade liberation
mechanism in the Andean Pact as ¢ means to promote’ the growth and diversification of intrasub-
regional trade in the.short, and even the medium term, at least as far as Colombian exports are
concerned. However, such generalizations at this level of analysis can lead o substantiaf
errors, especially if one fails to take into account certain elements that are " exogenous " to

the {iberation process but that may have been systemmatically influencing the situation ( such



would be the case of the political and economic problems ocurring during the period of

analysis in Chile and Peru - the very same two markets demonstrating a clearly negative
dynamism with regard to Colombian exports‘).. As.a manner of illustration, the following
example is offered :Suppose that Colombian exports to the Andean Group were highly
concentrated among just a few products at that point in time when tariff

reductions were initiated .( an assumption that is not very far from what in fact took
place, as will be seen further on under heading C) but that, due to conditions
prevailing at that time, there was a drastic reduction in those exports over a period

of several years, -In addition to the preceding, one might make the further assumption
that once the tariff reductions on intrasubregional trade had been put into effect and

a certain time lapse had ocurred, " new " exports were to arise that would allow

the Andean Group to reestablish its participation as a market for Colombian exports

at a level similar to that which had been attained just prior to the " decline )’

Given this hypothetical and perhaps extreme situation ( which up to the moment could
very well represent an alternative understanding of the Col ombia;s situation ), the
conclusion would probably be the opposite, or at least different, from that offered
above. In this case, the |iberation program wopld have been " effective " as a gen-
eralized mechanism for promoting the growth and diversification of Colombia's

exports to the subregion. In the sections that follow an attempt will be made to shed

some light on this crucial question - this constituting the central objective of the



study under consideration.

With respect to Colombia's imports coming from the Andean Group, it can.be noted
that, as a market of supply, the group was progressively acquiring an increased

participation in the totality of Colombian imports during the l%é-l??é&;‘ier_io‘d.lnr e;’Fecf_

its participation grew from 3% in 1966 to that of 7.41% in 1976.

In contrast to the case of exports,- no substantial changes can be noted in the relative
importance of the various member nations in their roles as markets of supply during
‘the period of analysis, nor is such an " elevated" degree of market concentration

by one or more countries evident. The participation of each country was maintained
at @ more or less stable level and, is spite of the fact that the three most important
markets of supply ( Chile, Ecuador, and Venezuela ) represented, on the average,
some 83% of total imports,- none of the three demonstrated any clear dominance in
this regard . Neverrheless,‘ the importance of the " border " markets is again
apparent ( though not to such a definitive degree as in the case of exports ), these
border markets constituting a level of participation that ranged between 50% and
60% . Up to this point it is possible to -onclude, without fear of equivocation, that,
in their entirety, Colombian imports coming from the »Andean Group showed, on the
average, a greater rate of growth than imports originating in third countries both
before and after the Andean liberation program was put into effect. It is also clear

that, in principle, one cannot note such significant differences in the behavior of



individual markets, here, as in the case of exports, Again, the drawing of any con-
clusions that would go beyond those already indicated here would be a risky
proposition.

On the basis of a { CUODE } classification according to economic origen or des-
tination 1/, it can be found that during the 1970-1976 period -approximately 75%
of Colombia's imports from and exports to the subregion involved goods with some
degree of processing, though these were not necessarily indlus!'rial goods in the strict
sense. Among these, intermediate goods represented 33% and 50% , respectively ;
while consumer goods constituted 24% and 22% and capital goods 15% and 14%,
respectively. These figures would suggest, in principle, that this trade is not only
diversified sectorally, but also that it is not speci;:lized in primary and traditional
industrial ( i.e., consumer, In the case of these countries ) goods. However , a

careful examination of the structure of trade at the tariff item level reveals results

1/ The most aggregated CUOQDE classification contairsthe folowing economic sectors :
1. Agriculture/ livestock ; 2. Mining ; 3. Industry ( 3-1 consumer goods ; 3-2 intermediate
goods ; 3-3 capital goods ).



that are not as gratifying as those initially suggested, especially with respect to

Colombian: imports from the Andean Group.

First -considéring the case of «imports, it is important to note that in spite of the
fact that intermediate goodsconstitute 50% of the total, there ore five products

{ aluminum, copper wire, non-alloyed zinc, non-alloyed tin, and non- alloyed
copper ) whose combined average participation in total imports is 25% and that
would more appropiately correspond to the mining sector than to the sector of
intermediate industrial goods. There are also at least three other important goods
(i.e., three similar types of wood puip ) that represent approximately 6% of
imports that entail a relatively " simple " industrial processing. In addition, an
analysis of consumer goods shows that some items classified here (e.g., shelled
cocoa and bulk fish oils ), which represent an " elevated porcentage of total imports
( approximately 14% ), are directly derived from the agriculture/livestock sector
and entail processings that do not generate a significant amount of industrial value

added ( e.g., per produced weight }.

Making the minimal requisite corrections it would be possible to assert that, in an
economic and technical sense, the sectoral participation of Colombian imports
coming from the Andean Group would be more objectively represented by the
following average disfrib.ution .:.Agriculture/livesrock, 28% ; mining,30% ;

industrial consumer goods, 18% ; intermediate goods, 21%; and capital goods,



3% . Obviously, this distribution would imply rﬁar the sectoral distribution
-(.primary vs. industrial ) and the importance ‘(.in terms of pasticipation among
total imports ) of goods corresponding to the " traditional ™ industrial and primary
(‘qgricull-ure/l ivestock and mining )‘sectors are-greater than the aggregated infor-
mation would suggest and that such imports entail a lesser degree of industrial
processing as well 1/. It Is clear, of course, that the.magnitude of these correc-
tions would vary significatly between country of origen. Thus, for example, in the
case of Bolivia metalli_c_iﬁ'r’; constituted, on the average, 95% of its exports to
Colombia during the period of analysis ; for Chile, wgod pulp chemicals and
copper wire represented 20% and 21% of exports to Colombia, respectively ;

for Ecuador, 17% of exports to Colombia were represented by shelled cocoa ;

for Peru, non-alloyed zinc, copper wire, and bulk fish oils constituted 18%, 15%
and 14% , respectively, of e*ports to Colombia ; and, for Venezuela, aluminum

represented 40% of exports to Colombia.

With respect to Colombian exports there would be no §reater corrections than that
three items ( frozen meats, bulk cane, and whitened rice ), with a combined

participation in total exports of 12%, are assigned to the consumer goods industrial

1/ 1t should be mentioned that prepared and conserved fish represent a high proportion of
= consumer goods imports and that basic chemicals constitute a high percentage of imports
of intermediate goods.



sector while requiring, thanks to their eminently agricultural/livestock character,
but a rather " modest " level of industrial processing for strict consideration as indus-
“trial goods. Nevertheless, a more detailed analysis of the export structure reveals
that, at least in comparison to imports, exports are relatively dispersed at the sec-
toral level and correspond, to a high degree; to " traditional " industries ( the food,
beverage, and tabacco industry constituting 7% of total exports; basic chemicals,
13% ; cotton textiles and manufacl'ures,- 8% ; common metals, é% ; stone and glass
manufactures, 4% ) and to the primary sector (37% ). In spite of the fact that the
primary sector . /industrial sector distribution does not vary according to country of
destination ( that distribution being approximately one of 25% / 75% ) except for
the case of Bolivia ( 1% / 99% ), its intersectoral industrial structure does. In
effect, the industrial sectors of i'nterme‘diure and capital goods constitute 35% of
total Colombian exports to Chile, 45% of those destined for Peru and Venezuela,

and 80% of those exported to Bolivia and Ecuador.

The proceding results’ are not all that surprising, corroborating, as they do, that
there is a relative correspondence between intrasubregional trade and the member
nations'respective sfrﬁctures of production and specialization. In this regard it can
be clearly appreciated how, in the case of Colombian imports from the Andean
Group, the partner nations tend to concéntrate on those preducts in-which they

-possess an undebatable production advantage (e.g.,' due to the avaiiability of



natural resources relative to mineral and certain agricultural/livestock products ).

Nevertheless, the behavior of Colombian exports to the subregion sugge‘sl{s, at first
glance, a certain differentiation according to the country of destination's determi-
ned level of relative development, namely :a greater participation of comparative-
ly less " traditional " industrial goods in the Colombian exports destined for the
relatively less-developed partner nations ( i.e., Bolivia and Ecuador ).

principle, the latter conclusion would correspond to that postulated by Linder,

The analysis in this regard will be presented’in depth in Section Il

Finally, it is indispensable to point out that if the 1966-1976 period is broken into
two subperiods, namely, prior to the initiation of the Andean liberation program,
i.e., from 1966~1970 , and afterwards, i.e., from 1971-1976, Esignificanﬁ
variations between the two subperiods in the intersectoral structure of Colombia's
trade with the Andean Group are to be found 1/. In a certain measure, this would
imply that the Andean liberation program has not had, during its first six years of
application, a " determining " effect on the sectoral composition of Colombia's

subregional trade. However, on the basis of such evidence, it cannot be concluded,

1/ Perhaps the only things that would stand out during the post-Andean |iberation program
period vis-avis the pre-liberation program period would be the primary sector's
increased participation ( by 10 porcentage points ) in the totality of Colombian imports
from the “Andean Group and the decreased participation of the mining sector { by 6% )
with regard to exports.
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at this level of analysis, that the liberation. program has been " ineffective "
( neither in the short nor, and more importantly, in the long term ) in the case.of
Colombia, and therefore; that it has neither contributed to the diversification, at

the item level, of the countrys trade ( e.g., promoting the appearépe-of new
o

‘products even if corresponding to the " traditionally " traded sectors ) nor spurred

the trade of " new " goods and / or those goods whose participation in exports was
a relatively " modest " one. The example presented under preceding heading A
clearly illustrates the situation, making it unnecessary to repeat the argument

again here,

In order to attain a more complete vision of the structure of Colombia’s trade with
the Andean Group it is, in addition, necessary to study its concentration at the
item le\;el, since a relative diversification by economic sector does not necessarily
imply a correlative lack of concentration by product. As will be seen further on,

this seems to be precisely the situation for the case in point.

Colombia's subregional trade clearly demonstrates a certain concentration at the
lower end of the accumulated distribution ( i.e., some few items represent an
" elevated " participation in the total }. It is thus that for the case of the Andean

of
Giroup in its entirety, 15%, 25%, 25% and 40%Athe totality of Colombian exports



1.

and imports are represented by 1,3,6and 9 and by 1,2,4, and 7 tariff items, -
respectiveiy. As for distribution at the upper er;d,- this tends to be manifestly
unconcentrated, especially in the case of total exports; and takes on the following
form :70%, 80%, and 90% of exports and imports are covered by 64, 123, and
276 and by 17,.27 and 56 irems,- respecrively; That is,' m the final deciles of the
distribution ( in particular,— beginning with an accumulated participation of 60% )
there is a observable tendency for the progressive duplication of the number of
items per decile. While these tendencies are experienced by both Colombia's
exports and imports, it is evident from the preceding figures that beginning with
the fifth decile, the concentration of exports is less than that of imports ( see table
N°2). There are, however, important differences between member countries, In
spite of the fact that the form ( trajectory ) of the accumulated distribution is simi-
lar ( with an exception being made for the case of imports coming from Bolivia due
to the fact that one sole item constitutes 95% of the total ), this form sometimes
suffers a significant horizontal displacement ,. according to the country concerned
( see charts N9 and N°2), this being due to differences in concentration { not
onl.y in average degree ) between countries . The descending ranking of the
concentration of Colombia's exports to the various member nations is, by country
of destination : Chile ; Bolivia and Peru ; Ecuador ; and finally, Venezuela, The
descending ranking corresponding to imports is, by country of origen : Bolivia,

Ecuador; Venezuela and Peru ; and finally,- Chile.
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The preceding suggests the following initial conc!usfons "l ) tolombia‘s exports to
its " border " markets tend to be less concentrated along the entire length of
accumulated distribution than it exports destined for other partner nations,but with
no definitive' relation between concentration and differences in the level of rela-
tive development of the country of ‘destination apparent. 2) Colombiu's imports
coming from refatively less- developed -partner nations tend to be more concentrated
than those coming from other member countries. The. latter conclusion would
corroborate, at least in part, the observation made under preceding heading B that the
pattern of trade rigorously corresponds to the Andean nations® respective schema of
production specialization and that this is particularly so in the case-of the fess-
developed members, Furthermore, the fact that the trajectory of the accumulated
distribution of Colombian trade with the Andean Group in Its entirety is to the right
(i.e., is displaced in the southeasterly direction ) of the trajectories corresponding
to the individual member nations implies that, in spite of its relative concentration |
( especially at the lower end ), trade is characterized by a not unappreciable degree

of differentiation in the goods traded with the partner countries of origen or destina-

Hon_]_/.

1/ For example : Assume three countries A,B, and C form as integrated area, If country A
" exports only good X to partner country B and exports only good Y { in an amount
equal in $ value to good X ) to partner country C (i.e., the individual degrees of
concentration are equal to 1), the degree of concentration of country A's exports to the
integrated area in its entirety { B.and C) would logically be less than that corresponding
to each partner country taken separately (the participation of each good, X-e Y, reaching
50% and not 100% as at the level of each individual country ).
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As can be deduced from the above, this is evidently the case for Colombian trade
with the Andean Group. For the case of exports,. this characteristic is the logical
consequence of the crucial impori;unce ( in terms of participation in total exports)
that the " border " markets have come to acquire , these markets being precisely

those to which. Colombia exports with a greater relative degree of diversification

( conclusion 1, above ).

Up until now no judgment has been made fegarding the level of concentration of
Colombia's trade with the Andean Group. For this it is indispensable to adﬁpt

some pattern of " reference , " and it would be all the better were this pattern the
" neutral -cbjective " one . However,- in practice; such a pattern does not, in the
strict sense, exist. One dlternative would be to adopt a normative value judgment
regarding what ought to be the " ideal " level of concentration. Now then, given
that the intention here is solely that of studying the relative ( as opposed to what
would be the " ideal " ) behavior of Colombia's subregional trade, the pattern
that is most " viable " for that purpose has been selected . That pattern is the
pattern of concentration observed by Colombia's exports to third countries . The
principal advantage of this pattern is that s makes possible the development of a

simple positive analysis.

In the case of Colombian exports to the Andean Group during the 1971-1976 periced

it is found that up to the fourth decile its distribution of accumulated participation is
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practically equal to that which corresponds to fotcll Colombian exports ( excluding
coffee from the l&ﬂer,' nor only for its being Colombia's principal export product
(e.g.,' in 1974 it represented 44% of total exports ), but also for the reason that

it is basically exported to non-Andean destinations ), then starting at that point

the distribution of the former tends to be displaced to the right of that of the latter,
although this displacement is by no means a drastic one (e.g., in the seventh decile
there are 64 product in the case of the former and 52 in that of the laiter }, Now
then, if, in addition to coffee, se;reml other primary products that figure significantly
among Colombian exports to third countries but not among Colombian exports to the
Andean Group ( in particular, tabacco and flowers ) are also excluded, it is
possible to observe that Colombian subregional exports are not only more concen-
trated ot the lower end ( specifically, up to the sixth decile ) but also that their
diversification relative to total exports is a lesser one in the last two deciles.
Cx;nsequenfly, it is not clear that Colombian exports to the Andean Group are

" significantly " less concentrated than Colombia's stotal exports, Although there

is some relative diversification that occors in the final two deciles of accumulated

distribution, this does not occur ina " drastic " form 1/,

1/ This observation is valid not only for the Andean Group in its entirety, but also
holds at the level of the individual member country ( of destination ), in accordance
with that concluded above.
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Despite the relevance of the preceding analysis it is necessary that that analysis
be complemented by the consideration of several other points, if one wants to-
understand the * dynamic * behavior of Colombia’s subregional trade and to study
the effects that the liberation program could be exercising in regard to it . In this
regard , it is imporfant to carry out, among other things, an analysis of the

" concentration~diversification " tendency of that trade. Again, it is necessary
to make a comparison in terms of what has been experienced in regard to Colom-

bia's subregional vis- a-vis total trade,

In the frist place, a " significant " increase can be observed in the number of rariff
items traded by Colombia with the subregion between 1970 and 1974 1/, Thus,

for wexample, insofar as the number of items exported by Colombia to the Andean
Group, there was an average increase that oscillated within a range between. 133%
( for exports to-Chile ) and 340% ( for those destined for Peru ) ; the corresponding
growth in the number of items imported from the Andean Group was between 47%
(in the case of Chile ) and 158% and 300% (in fithe= cases of Venezuela and Boli-

via, respectively ) 2/.

1/ The year 1974 was chosen for the reason that this was the last year for which statistics

(at the tariff universe item level ) had been published by DANE at the time that this
investigation was conducted,

g/' The case of Bolivia is an exireme one due to the "nofﬂ,blé‘_fi:oncenfrcfion of its exports
to Colombia, Remember that one product alone accounted for 95% of these exports du-
-ring the period under consideration,
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in the second place, a greater growth can be noted in the number of items expor-
ted by Colombia to.the Andean area than in the number of items imported frora the
subregion. This difference varies among the member nations, ranging from a ratio
B8/ 1,20 ( for the cases of Colombian trade with Bolivia and with Venezuela ) to a

ratio of 4.00 (in the case of Chile ).

Thirdly, in spite of this growth, if can be noted that, at the member nation level,
the sectoral composition ( primary vs, industrial sector ) of the items traded did
not vary during the period of analysis /. The same occurs with regard to Colom-

bia's total exports.

In the Fourrh. place, it is necessary to point out that the growth in the number of
items exported by Colombia to the Andean Group ( both as a group and at the in-
dividual country level ) was " significantly " greater than that of Colombia's total
exports { on the average, 220% and 48%, respectively ) . In conclusion, it is
possible: to assert that for the 1970-1976 period the average concentration ( at the
tariff item level ) of Colombia's exports to the Andean Group is " signi-ﬁccntly "
equal fo that of total Colombian exports ( excluding at least coffee from the latter )
at the lower end of the accumulated distribution ( specifically, up to the sixth deci-

le ) and less then, although not drastically less than ,that of stotal Colombia exports

1/ This result is perfecily consistent with that found under preceding heading B in the
~  sense that no " significant * variations appear in the intersectoral structure (in terms
of $ value ) of Colombia's trade with the Andean Group during the 1966-1976 period.
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( excluding coffee ) in the final two deciles of that distribution. However , it
can be noted that the number of items exported by Colombia to the Andean area
grows appreciably more rapidly (almost 4.5 times as fast ) than the total number
of items exported by Colombia. This suggests that in the short term there is a
tendency. for Colombiafs exports to the Andean Group to be comp’graﬁv’ely
diversified at the upper end of the accumulated distribution 1/ and that, ina
certain manner, the Andean liberation program could be promoting a certain di-
versification ( insofar as number of items ) among Colombia®s subregional exports,
but without attaining, at least up until 1976, a similar impact as far as the aver-
age degree of concentration is concerned. Needless to say, that if such a ten-
dency does continue in the future and the more that that fendency is accentuated,
the degree to which exports to the Andean Group are concentrated should decline

in the long term.

In spite of the preceding, there are some other characteristics of Colombia's frade
with the Andean Group, that, in principle, would leave one to think that the libe-
ration program has not been as " effective " as the mere tendency for the number

of export items to Qrow would suggest. In effect, the fact that Colombia's exports
to its " border " markets ( which are, precisely its " dominant " markets ) clearly
appear to be more diversified than those destined for the other pariner countries

and the fact that Colombia imports coming from the relatively less—developed
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member nations appear to be significantly more concentrated in a few goods (de-
rived from natural resources ) than those coming from the other partner countries
would imply that : 1) the diversification ( in number of items ) in the upper end
of the distribution is also likely to be due ( without knowing at this time to what
extent ) to other factors that are exogenous to the program of liberation ; and that
2) although the program may have had some " effectiveness” this would be
differentiated between member nations ( and especially, between the relatively
less—developed nations and the remaining partners ), -A more definitive response

to these questions will be sought in the sections that follow,

D. Distribution by Andean Liberation Program Lists

Another interesting aspect of the structure of Colombian trade with the Andean
Group is related to its distribution by the liberation program lists, especially when
a study of the effects of this program in the presence of diverse modalities of tariff

reduction are involved ( as is the case for the Andean Pact ) 1/, As can be inferred

1/ The Andean liberation program can be classified into the following modalities { referring,
particularly, to the Colombian case and to the period of analysis ) : 1. Products sans
tariff reduction corresponding to the programming reserve list . 2. Products with a total
tariff reduction effective February 28,1971 due to their not being producéd in the sub~
region. 3. Products with a total tariff reduction effective: April, 1970 due to their in-
clusion in the common list of LAFTA, 4. Products subject to a linear and automatic
tariff reduction beginning December 31, 1970.5, Metal-working sectoral program : 5-1,
Products not liberated for their not having been designated for the couniry of reference
( in this case, Colombia ), 52, Products completely liberated as of September 20, 1972,
due to their having been assigned to'the country in question. 5-3. Products with annual
and automatic liberation beginning December 31 of the year in which their production in
the given country has been verified. 6, Pefrochemical sectoral program : 6-1, Products
corresponding to Agreement 6 of LAFTA completely liberated for import to Colombia as
of December 31, 1973, 6-2. Products not liberated for the country in question { Colombia }
for its not having been favored with such a designation. é-3. Products completely liberated
for the country in question as of September, 1975, 6-4, Products with an annwal and automatic
tariff reduction, A detailed description of the lists o the country ( of origen or destination )
level is included in the version for publication,
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from table No, 3, during the 1970-1976 period Colombian exports to the Andean
area in its entirety made less use of the subregional tariff reduction than did

imports coming from the Andean Group. While 48% (in US$ value ) of Colom-
bia*s exports corresponded to program lists with some degree of tariff reduction, these
lists involved 78% of imports. However , the pattern observed varied by member
nation . At one extreme is the case of the relatively less-developed mem-

ber nations ( Bolivia and Ecuador ) for which more than 90% ( 91% and 96% res-
pectively ) of the value of Colombian exports did not enjoy any tariff reduction while,
on the contrary, more than 90% of the exports of these countries to Colombia did.

In the rest of the " chain " such definitive behavior is rot to be found. In effect,

the lists with some tariff reduction involve 50% of the value of Colombian exports
destined for Chile and .Venezuela:%% of those destined for Peru, while 87%

16% and 59% of Colombia's imports coming from each of‘ those countties ,respecti-
vely, correspond to those lists. Howe.ver, the proportional participation of the

list of no tariff reduction to the remaining one:s between Colombian exports and

imports to and from the Andean Group varied in the following manner : Bolivia and
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Ecuador, Chile ( the participation of the lists of no tariff reduction in Colombian”
exports is twelve times greater than that corresponding to imports } ; Peru (0.46) ;
and Venezuela (0.16 ). This means that the relatively less—developed partner
cou‘n.tries have, for all practical purposes, received but not granted tariff
advantages with respect fo the trade that they conducted with Colombia during the
period of analysis 1/, that Chile has made greater use of tariff advantages than
has Colombia in their reciprocal trade, but that the ..opposite has roccutred with
respect to Colombia’s tfrade with the rest of the partner countries (and especially

with Venezuela ),

Note that what has been referred fo here as the enjoyment of tariff advantages does
not necessarily entail a direct connotation in terms of the " effectiveness " of the
tariff reduction mechanism, nor in terms of the fiscal cost incurred by the countries
in this regard. The latter would require, as a prior step, the calculation of the
monetary value of the tariff concessions granted and received by each counfry.

These aspects ure-iréigc'tﬁséj_:}in Sections {1l andlV .

1/ In this regard mention should be made of the advantages (e.g., exemption list, delayed
date of effectivity } conceded to Bolivia and Ecuador in the liberation pragram as an
explanation, albeit a partial one, of the experience observed.
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-

It should be noted that Colombia's subregional trade is highly concentrated in the
lists of no tariff reduction and of automatic fariff reduction 1/. More than 96%

(except for Chile, 81% } and 75% ( except for Ecuador, 58% ) of Colombia!s
export and import trade with the Andean Group corresponds to these lists. This
means that : 1) In terms of total trade, the participation of the goods subject to

the sectoral programs approved as of 1976 ( metalworking and petrochemicals ) has
been ostensibly low ( less than 3% ) during the period. This result was to be
expected as a result of the state of the preductive structure of these sectors existent
in the subregion, the intention being that this structure would be modeled and
modified { in the cases where production existed ) through the adoption of '~.ii'_de_ré;—
mined scheme of " rationalization " ( with a reach that was, in practice, less than
" desirable " in technical terms ) that would permit a certain intrasectoral
complementation between the member nations and therefore, the creation and
consolidation of an intrasubregional trade flow of those goods. This result was

also due to the passage of but a short time period since approval of the programs

This concentration corresponds to the concentration of those lists as far as the number

of tariff items is concerned, In effect, 34% and 49% of all tariff universe items
correspond to the lists of no tariff reduction and of automatic fariff reduction, respectively .
in addition, it should be noted that among the remaining ones, some of these involve

goods that are not produced and, obviously, not traded .in the subregion,
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in question and to the slower rhythm, than that which was initially foreseen, &f
advancing the installation of new plants and taking advantage of the program
designation 1/, The presence of factors " exogenous " to this programming and
the fact that the effects of such factors necessarily begin to manifest themselves
vigorously in the medium term ( due, for exclmplc-; ; to the time requisite for the
installation and operationalization of new plants ), thereby coinciding iwith the
period of analysis, prevents the experience observed during this period from

serving as a " quasi —definitive " basis of judgment of the " effectiveness " of the
sectoral programming mechanism in terms of the stimulation and diversification of
subregional frade' (and particularly, of the progrommed goods ). 2 )Mbt surprisingly/
there exists a certain direct relation between the concentration of trade at the level

of the lists and its concentration at the product level,

Some general conclusions can be suggested from the behavior outlined . In the first
place, the fact that the relatively less<developed member rations have been * net "
beneficiaries { not only in relative but also in absolute terms ) of the tariff reductions

on their trade with Colombia during the 1970~1976 period does not necessarily imply

1/ In this regard the Junta has pointed out that " if a comparison is nade between intrasub-

~  regional trade and what the Andean countries import from“third countries with respect to
all of the products included in the tariff items that correspond to the Metalworking Pro-
gram it can be shown that while Andean trade in this regard has developed some, its
actual growth barely represents 2% of total imports. In other words, the Ande_cn Group
continues to be largely supplied by imports from.third countries ( these representing 98%
of the total and with imports from Argentina, Brazil, and Mexico accounting for 7% of

these ), a fact. which constitutes one more mdlcahon that the program is still an incipient
one ... ", { JUNAC, nbnd.;pp. 10-1).
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that those reductions have, per-se correlatively benefited their exports to Colom-
bia, at least as far as diversification in concerned. The high concentration and

the permanence of their principal products in export participation impede the making
of any‘i;mmediate and definitive generalizations in this reg_ard at this level of

analysis.

In the second place, the fact that Venezuela has not only been the member nation
allowing Colombia trade the greatest relative use of tariff reductions but has also

" market in the Andean area ( on the average over the

been the most " dynamic
period of analysis ) for Colombian exports to the point of converting itself

into Colombia's ¥ dominant " export market { with a participation of 60% ) would
suggest, in principle, that the tariff reduction mechanism was, in relative terms,

" effectiveness " for the case of Colombia exports to Ve-

of , at least, notable
nezuela during the period under consideration. However, Venezuela being a

" natural border market " and the appreciabie increase in the import capacity
experienced by the Venezuela economy { especially during the latter half of the
period of analysis ) are important factors - perhaps even more important than the
tarii;f reduction itself - in the evolution of Colombian export trade with that
country. At any rate, this case stands out, up to this poin!-,b as the one in which

the tariff reduction could have attained.its greatest " effectiveness.,” In Sections

Il and Il an effort will be made to shed further light on this particular question.

Thirdly, the concentration of Colombia's subregional trade af the list level reaffirms,
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once again, the relation existing between the structure of prbduction and the
structure of trade in the area and corroborates how certain goods with an important
participation in that “trade ,. goods that uré derived from natural resources and in
which the member nations have specialized with an undebatable advantage,

have been the objects of tariff reduction . However, this is not as evident in
the case of Colombia’s subregional exporrsifor. the fact that ,- among other reasons,

these receive a relatively greater industrial processing than do the country's

respective imports ( as was noted under-heading B ) g/

Prior to concluding this section it is suitable to make brief mention of the parti-

cipation of the national lists ( @ modality of the liberation program foré & ?"

LAFTA 3/ ) in Colombia's trade with the Andean Group in order to begin dn

y

This is clear for the case of Colombian imports from the subregion : Bolivia, tin ; Chi -
le, copper and its derivatives, apples, bulk fish oils ; Ecuador, cocoa, fish and its
preparatives ; Peru, zinc, fish oils ; Venezuela , crude petroleum ocils.

According to the Juntg, " With respect to the non—traditional goods sector, Colombia's
exports have been, all told, three times greater, than its imports, More over, these
exports represent the entire gamut of Colombian industry ... " (JUNAC, op.cit.,p.141).

As its name suggests, the National Lists are lists of goods that are specific to each
country and in which certain advantages are established for imports coming from deter-
mined partner nations,
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inquiry into the possible effects that these may have come to exercise prior to the
adoption of the Andean liberation program. As is shown in Table No.4, 43% and
72% of the value of Colombia's export and import trade with the Andéan Group

in its entirety during the 1966-1970 period nvolved goods corresponding to the
National Lists. This same situation was characteristic throughout the subsequent
1971-1974 period. Although that pattern varied between certain countries ( cases
that stand out in particular are these of Colﬁrﬁbiun trade with Bolivia aﬁd Colom-
bia exp.orts to Venezuela, for both of which that participation was clearl)./ less
than average }, the fact that its behavior did not, on the avérage,. ssuffer appreciable
variations from the time of the reconciliction of at least part of the National Lists =
and all the more so in the face of the =failure to fulfill the committments entailed —
would confirm, in principle, what various authors have already asserted to the
effect that the lists were prepared.in a manner that permifted the member nations

to seek the consolidation of partner markets for some of their already exported

goods via the adoption of reciprocal concessions.

Finatly, it is possible to assert that in both periods there was a tendency for the
benefits of. the " potential " advantages to be derived from the National Lists to
fall more to Colombia's imports coming from the Andean Group than to the country's
exports to the same. However,‘ it is necessary to reserve comrpenr with regard to the

advantages actually conceded within the fromework of LAFTA and to their possible
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effects on intra-zonal trade since, as the treaty's executive secretariat indicates,
time has witnessed the almost generalized unfulfillment of the committments

agreed to in the National Lists_'l/. At any rate, the paﬁici‘pation of the National
Lists in regional trade is :so important thet they need be taken into account when

evaluating the effects of the Andean liberation program ( see Section i),

GEOGRAPHICAL TRAJECTORY OF THE GOODS TRADED BY COLOMBIA WITH THE

ANDEAN GROUP

In order to begin to explain the effects of the Andean liberation program on Colombia's

foreign trade it is suitable to study the geographical trajectory observed by the goods

One of the reason for this unfulfillment resides in the operational difficulties entailed

in applying the concessions. In effect, the concessions were expressed in terms of ad-
valorem tariffs, specific tariffs, and para-tariff restrictions. Given the eminently
unsiable nature of the ad-valorem effects of the latter mechanisms - and instability
making the determination of the ad-valorem value of the concessions over time extremely
difficult and the system of claims against unfulfillment almost inoperative - it is likely
that the governments would have felt motivated to leave the agreements unfulfifled and
accordingly, avoid finding themselves, at one.time or another, in an unfavorable
position ( granting more and/or receiving less ) in relation to what had been agreed

upon.
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that Colombia traded with the Andean Group during the 1966-1976 peried. In

additionto being interesting in its own right, the faci that the literature on the eco-
nomic integration of developing countries frequently suggests that one of the principal
advantages of an intrazonal market is that of serving as on export " platform ™ market
(in particular, for ™ new " exports ) for the partner nations 1/ makes this study an
especially important one. Once this a_spect is analyzed, one can éroceed with greater
assurity to studying the comparative dynamic observed by Colonb ian subregional trade
during the periods before and after the Andean liberation progl;am was put into opera-

tion.

Before preceding any further, a few brief i;nethodological annotations are requisite-.
For the purpose of analyzing the geographical trajectory of the goods traded by Colom-
bia with the Andean Group the world was grouped into different areas, nomely : the
Andean Group ( in irs.enrirety and at the individual member nation level ), Central
America and the Caribbean, the rest of LAFTA, and the " rest of the world * ( particu-
larly, with regard to Colombia's foreign rrude,l the United States, Canada, Western
Europe , and Japan ) . The intention of this classification was one of seeking that each

area grouping utilized in the study was relatively homogenous insofar as level of relative

»

1/ “Iriis:a " platform " market vio " training " of " apprenticeship: " ( insofar as gaining

" ... knowledge of external markets, international standards of quality, trade and transportation
channeis, and the legal requisites for the import and export of goods ) and via the

increase in efficiency and competitiveness that the broadened market can provide ( thanks,
for example, to increases in production scale ).
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development, geographical distance, and tariff treatment were concerned, as a basis

for arriving at more viable conclusions 1/ . Additionally, given that in order to assure
a betfer understanding of the phenomena observed it was necessary to attain the greatest
possible homogeneity for the basic unit of analysis, it was determined to work at the

most disaggregated level that official statistics would permit - i.e.,- at the Nabandina
tariff item level. Now then, due to the magnitude of the information required ( annual
information at the item level for Colombian trade with each one of the areas of study
throughout the 1966-1976 périod ), it was necessary to select a sample of the items

that Colombia traded with the Andean Group over that period. in order to avoid any

doubts concerning the representativity of the sample in terms of member countries

( of origen or destination ), of the type of goods ( according to productive sector ), of
liberation program lists, and of " new " goods ( especially in the face of the high
concentration of Colombian subregional trade at the item level ), stratified samples

{ one for exports, the other for imports ) were taken that would simultaneously fulfill
the following conditions : the items chosen had to represent more than 90% of the value

of Colombia’s total export ( or import, according to the sample ) trade with each
P P

member country and with the Andean Group in its ehfiréry,. and more than 60% of the

While the area " rest of the world " could have been disaggregated, this was
unnecessary for the purposes of the present analysis and, moreover, would have entailed
a more than considerable increase in the information to be processed.
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value of Colombia's total exports ( or imports ) for each one of the {ists and for eéch
one of the groups of goods !_/ destined for { or coming from ) each member country

during the period. With this " quasi-universal " sample 2/ it was possible to prac-

tically avoid the introduction of apriori judgments into the analysis while, at the same

time, facilitating the differentiation of the pattern observed according to each one

of its basic.characteristic elements 3/.

L]

on the average, there is a tendency to export first to the partner country ( countries ),
then , with a delay of approximately eight months, to the rest of the world and Central

America, and finally, with a delay of more than two yec:rs,v to the rest of LAFTA, neting

Eight groups of goods were chosen, namely : 1. Primary goods ( agriculture/livestock

.and mining ). 2. Food, beverages, and tabacco. 3. Textiles, clothing, and leather

goods. 4. Wood products, paper and paper products, and printed matter, 5, Chemical
products and substances.6. Non-metallic mineral products. 7. Basic metals, machinery
and equipment, 8, Goods of other industries.

413 Nabandina.items were selected in the export sampfe and 117 items in the sample of
imports. As can be observed, the samples selected have all the characteristics requisite
for being " populations " in themselves',

In addition, it was borne in mind.that " biases " could not be introduced into the compar-
ison via the concept of sporadic trade not reflective of the " true " geographical trajectory
between areas. Accordingly, the analysis was carried out with different minimun top

ends on value traded and in " continuity " ( year by year ) for the trade in question,
Nevertheless, the results -were not significantly sensitive to the restrictions imposed, a
fact which offers sufficient support for the conclusions derived from the present analysis.
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that 65% ~of the goods selected had not yet been exported to that latter area as of 1976,

The average subregional pattern is ;\;'I'Ecuador ( but with a delay of seven months ‘with
respect to the Andean Group in its entirety ) ; Venezuela, five months later ; Peru, nine
months after Ecuador ; and finally Chile and Bol‘ivia, with at least a two yem; delay.
Now then, in spite of the fact I'har,r in principle, one would think that Colombia would
tend to export first to the Andean Group,. it is found that for the area of " the rest of the
world," the average delay ( with respect to the Andean Market in its entirety ) is equal
to that which corresponds to the first member nation ( i;e..,-,. Ecuador ) 1/ The implication
would be, at this level of analysis, that ,‘ on the cvercrge,- the Andecﬁ Group has not
necessarily been a " platform " market for Colombia exports. It can be observed as well

that not only is there a tendency for Colombia's subregional exports to be destined first

2/ The delays,. in relation to the Andean Group in its rentirety,‘ for the

It is necessary to point out that, in general, the first member nation in the trajectory
has to demonstrate some delay in relation to the Andean Group in its entirety. Were it
to be otherwise, would be to imply that this member nation was the market to which
each and every one of the items that Colombia exports to the Andean Group was first
Jirected which constitutes a highly unlikely situation in the case referredto here,
Ecuador , as the first market destination for the average of Colembian subregional exports.
shows a delay of approximately seven months with respect to the Andean Group in its
entirety.

" rest of the world"

and for Ecuador are eight and seven.months, .respectively.
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for its closest partner nations, especially its " border " markets, but also that,as of 1976,

53% of the items had yet to be exported to its remaining partners ( Bolivia and Chile ),

However, .in order to arrive at a better undestanding of the behavior ;,‘xobserved ,iir is
indispensable that the analysis be disaggregated at the level of the liberation program

lists and by groups of goods. If one examines the two most important lists with regard

to Colombian exports ( that of no tariff reduction and that of aui-jOmuric tariff reduction
which, in combination, account for more than 93"{6 of Colombia's total subregional

exports during the 1970-1976 period ), it can be found that both the intrasubregional

and extrasubregional pattern practi¢ally did not vary among themselves,' nor logically,

in relation to the total average described above,' but for the fact that for the list of
automatic tariff reduction the delay for the " rest of the world * with respect to the Andean

Group ( in its entirety ) disappears.

With respect to groups of goods it should be noted that : 1) The primary goods that Col-

ombia exports are’ s ~ traded first with Venezuela, then with Ecuador { with an average
del.ay of 1.5 years with respect to Venezuela ) and, finally, with Chile and Peru ( with

a more than 2,5 year delay ), but there is no observable delay between the export of
primary goods to the Andean Group and to"ithé " rest of the world ." Colombian exports .

of industrial consumer goods to the Andean area are directed first to Peru 1/, later,

However, Peru demonstrated a delay of approximately four months with respect to the

. Andean Group in its entirety.
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with a delay of two years, to Venezuela.,' and, .finaliy,r with more than a 2.5 year delay,
to Ecuador and Chile. The extrasubregional pattern, as 'SPPOsé;ﬁ)Ihe intrasubregional
one, is differentiated by the type of consumer indusiry. While the Andean Group is the
first area of export for alimentary goods ( followed by the " rest éf the world " with @
seven month delay and by Central America and the rest of LAFTA with a more than

2.5 year delay ), Colombia exports of textiles and chothing are directed to the Andean
Group a year after { on the average ) having reached the mufkefs of Central America and
" the rest of the world, " these latter two areas comprisir-;g the fun&umentcl markets for
Colombian exports of goods of this type. 3) Colombia's first subr-egiénal market for
exports of intermediate goods is Ecuador, followed by %Venezuela and Peru { with a delay
of approximately one year ),- Chile ( two years ), and Bolivia ( more thon six years, -
with only 30% of the items under consideration being impﬁrted by Bolivia during the
period in question ). Although the behavior obsefved by the merﬁber nations did not

vary according to the type of intermediate industry , the exrrasubregioncl pattern did.
Central America and the " rest of the world " are the first market destinations for Col-
ombian exports of wood and paper intermediate goods ( with these goods being received
in these markets four months prior to their arrival in the first member country, Ecua-

dor ), but are second to the Andean Group ( with delays of five and nine months, res-
pectively ) with regard to Colombian exports of chemical goods and non-metallic miner-

als 1/. Colomblian subregional exports of metalworking goods are directed first to Ecua-

For Ecuador, the first member nation to which.Colombian subregional exports of this type
of goods were directed, there was a delay of two months with respect to the Andean Group
in its entirety.
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dor, then to Venezuela { with a delay of six months ), then Peru { a delay of 1.5 years },

and, finally, to Chile and Bolivia { with more than a 2.5years delay ) . While these

.goods were directed to Central America and the " rest of the world " with delays of,

in relation to the Andean Group, 1.4 and 1.0 years, respectively l_/, the delay for the
rest of LAFTA was greater than three years and 762% of the items under consideration

were never exported to that area at all during the period of analysis.

On the basis of the preceding it is possible to arrive at some general conclusions. In
the first place, it is clear that both af the average and sectoral (except for, toa
certain measure, the industrial consumer goods sector ) levels, the "border " countries
were the first subregional markets for Colombian exports to the Andean Group during
the period in question, In relation to these Fcuadorian and Venezuelan markets, the
average delay for Chile and Bolivia was significantly ( ot the 99% level of confidence )

greater than one year.

In the second place, although the Andean Group in its entirety was, on the average,

the first regional market for Colombia exports, the pattern varied notably according to

type of good. In fact, this behavior was characteristic of only four of the: seven sectors

considered 2/; in the remaining three sectors the " restzcfthe world " preceded the

=

f]_/

But with delays of approximately nine and five months, respectively, with respect to the
first member nation ( in this case, Ecuador ) in the export trajectory.

?_/ The four industrial sectors : foodstuffs, chemicals, non-metallic minerals, and the
metalworking sector.



Andean Group in the regional trajectory for Colombia's exports.

Furthermore, in spite of the average behavior, it can be noted that : 1) Even in those
sectors in which the " rest of the world " was preceded by the Andean Group in its
entirety, the delay corresponding to the former was never significantly greater than one
year ; the average delay being one of about eight months . 2) With reSpecr to the first
merﬁber country of destination ( in this case, Ecuador ), the delay for the  rest of the
world " was never significantly greater than zero. Consequen!ly,A given the sectoral be-
havier described and the order of the magnitude of the delay for the " fest of the world ,"
it is not possible to assert, with statistical reliobilify,y that the Andean Group has been,

up Tuntil 1976, a * platform * market for Colombian exports.

In this regard it is suitable to also make mention of the fact that the above conclusion
ts all the more " definitive " if it is taken into consideration that the analysis carried
out refers exclusively to goods exported by Colombia to the Andean Group. It is clgqr
that there are other goods that have been exported to the " restuof the world " but
that have not been directed to the Andean Group which would mean that in these

cases there would be a delay for the Andean Group ( as .a market destination } with

respect to the ™ rest of the world " that would tend to attenuate, if not cancel out, the

34,

average delay for the rest”of the world with respect to the Andean Group observed here 1/.

1/ While the total number of Nabandina items exported by Colombia in 1974 was1,692, the
_ number of items directed to each partner country in the Andean Group was as Follows
Bolivia, 147 ; Chile 112 ; Ecuador 507 ; Peru 359 ; and Venezuela 402,



Nevertheless, for the purposes of this study , the conclusion outlined is o sufficient one 1/.
If one were to desire some sort of final statement with respect to this subject, it would

be that during the period of analysis the " border "mclrléers ( Ecuador and Ve‘nezuela,

in particular ) had a certain, albeit approximative, character of being * platform "

markets for Colombia's intrasubregional exports but not for the country's extrasubregion-

al exports. This conclusion is not @ surprising one given the fact that these countries
constitute the most important subregional markets for Colombian exports to the Andean
Group { e.g9., representing more than 80% of total exports during 1975-76 ) and are

the markets to which those exports are directed with the greatest degree of relative

diversification ( see Section IC).

* In the third place, despite the fact that it is not apparént that the Andean Group
has been, at least up until 1976 ( and in light of all the adjustments(insofar as to

" continvity " (i.e.,

minimum fop ends ) realized regarding the volume and relative
non~sporadic nature ) of frade ), a " platform. " market for Colombian extrasubregional
markets, this does not mean to in any manner imply that the sectoral distribution of Col-

ombia’s subregional exports is signifi-canrly equal to that corresponding to Colombian

exports to the rest of the world. In fact, although the sectoral ( 2 digit Cij¢DE }

The non-existence of significant delays between the Andean Group and the rest of the

" . world not only avoids the introduction of harmful biases into the analysis of the regional

temporal dynamic of Colombia's subregional exports but also is intimately linked to the
insensitivity ( in terms of statistical significance ) of this analysis with respect to the
geographical " control " ares ( see Section 111 C}.
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structures of those exports have not varied appreciably during the period under consi-
deration ( see Section | B ),. it is cleor‘rhaf., in spite of the fraiecvfcry observed, the
participation of Colombian subregional e xports did vary between sectors; Acordingly,
while expofts of consumer goods to the Andean market represented only 10%.of total
Colombian consumer goods exports, Colombian subregional exports of intermediate
goods and metalworking goods represented 40% and 50% of Colombia's total exports

of such goods, respectively.

Now rhen,A not only because of the geographical trajectory found,. but also due to the

fact Colombia's exports to the Andean Group of " non-traditional " goods have not

been " predominant " among total Colombian exports of such goods, it is not possible

to igbsméﬂgf-éicenain theoretical theses concerning the importance of the integrated
market as a " platform " for Colombian exporfs 1/ no:; others related to the geographical
pattern according to the relative level of development of the countries of destination

and the degree of " complexity " of the goods exported ( among others, the well-know

Linder thesis ).

in the fourth place, the fact that the trajectory did not vary between lists and that the

This conclusion is al} the more appropriate for.the case of LAFTA ( or better, the rest of
LAFTA ), in as much. as this is the market of greatest " delay " for Colombian exports.
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" border " nations appear to have been a type of " platform " market for subregional
( not extrasubregional, as noted above ) exports poses some new questions regarding
‘the " real " effectiveness of the liberation program with regard to Colombian exports

during its first six years of operation.

With respect to the goods that Colombia imported from the Andean Group during the

period of analysis, there was on cbservable tendency to import first from the " restzof
the world, " then, with a greater than two year delay, from the Andean Group, then
from the rest of LAFTA, and finally, from Central America { with the pec-:uliarify that
more than 70% of the items considered were ﬁever at any time .rimported from this latter
area ). The pattern at the level of member nation is,. on the average, the following :
Chile and Perv ; Ecuador and Venezﬁelo with delays, in relation to Chile and Peru,

of 1.5 and 12.0 years, respectively ; and,r finally,r Bi?liviu ( with only 9% of the
selected items coming from this country at one point‘or another during the period ).

The preceding would imply, at this level of anclysis; that there exists a tendency

" imports previously coming

for Colombian importsfrom the Andean Group to " displace
from the " restgof the woiid " and that this " displacement " occurs first through those

member nations of the Andean Group that are the least near geographically and that cannot

be considered as the relatively least developed (i.e., Peru and Chile ).

The behavior at the level of each one of the two principal liberation program lists

( that of no tariff reduction and that of automatic tariff reduction, with a combined
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participation of 72% of Colombia's total subregional exports during the period )} did
not vary, in general terms, in relation to the total average, accept for the delay

" countries with respect to the " first " partner markets

" corresponding to the " border
( Chile and Peru ), that delay being one of 2.5 years in the case of the first list and

one of 1.5 years in the case of the second. Iﬁsofar as groups of goods are concerned,

mention should be made that :Il ) Co!om-bio's-primary goods imports from the Andean

area come first from Peru,A then from Chile ( with a 2.2, year delay with respect to Pe-

ru) and, subsequenfly,.from Ecuador. and Venezuela ( with a delﬁy of more than 2.5

years ) 2 ) The pattern with respect to Colombian imports of industrial consumer goods

does not depend on the type of industry in question ; these imports co-me first from Peru,

then from E€uader ( with a delay of two and six years for foodsn_}l’fs.cnd textiles, respectively),
then from Venezuela, and finully,_ from Chile and Bolivia, 3) The first sub-

regional sources for Colombian iﬁdusrria! imports of intermediate goods are Chile and

Ecuador, followed by Venezuela fith but a minimal delay )¢ by Peru ( with a delay

of over two years } cnd,. Finclly,- by Bolivia ( with 85% of the items considered never

having been imported from this country ). 4) Colombia's subregional imports of

metalworking goods come first from Chile,- Peru, and Veneiuela,‘ and later, with a

more than two year delay , from Ecuador ). 5) The regional ( not infraregioﬁal )

pattern of the goods imported by Colombia did not vary by type of good.

On the basis of the preceding it is possible to make the following assertions : First of
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all, at the list level there were no " significant " variations observable in both the
intrasubregional and extrasubregional patterns of the goods that Colombia imported
from the Andean Group during the period in question, but there were some significant

variations between intrasubregional patterns at the level of groups of goods, Despite

these differences, there exists a tendency for iméorts from the subregion to come first
from one of the partner nations that is geographically less near to Colombia and that
is not relatively iess ~developed ( i.e.,rPeru and/or Chile ), and then,r with an average
delay of approx.imarely two years with respect to the first, ffom one of the " border "

countries.

In the second place, not only are Bolivia and Central America the most " delayed "
markets,r but they are, as well-,- the country and area from which ﬂ;e lowest percentages
of the selected import items originate. This result is closely tied to the low parfiéipa!’ion
of these markets in total Colombian imports ( e;g;,_ from Bolivia 0;00% and 0,11% of
total imports in the years 1970 and 1976, respectively ; from Central America 0.4%

and 1.4%) 1/.

Thirdly, the fact that in the case of imports one can find a greater percentage of non-

traded goods during the period suggests that Celombia's subregional imports entail a

in addition ,. it should be remembered that one good alone represented 95%. of Colombia's

. total imports from Bolivia during the 1970-1976 period.



greater concentration and specificity by country of origen than is entailed in the
country's exports by country of desfihul'ion‘. In this regard it was shown in section |C
how the exports of the member nations ( in particular ,'.fhej;elativeiy less-developed
ones ) to Colombia were relatively specialized in those primary goods ( derived from

natural resources ) in wvhich they possessed evident production advantages.

In the fourth place, it is clear that Colombian imports from the Andean Group have
been disg;lacing imports coming fron the " rest of the world. ™ In pr-'inciple,- this would
suggest a tendency towards a ﬂ‘f‘l ( but not necessal;ily net ) diversion of Colomi:ian
trade as a result of its partnership in Andean Pact inregrarioh; Some addir.iortql

observations with respect to this theme will be found in Section IV.

In conclusion, although. it is not apparent that the Andean Group has been, up until
1976, a " platform " market for Colombian exporrs,‘ subregional imports have been
displacing goods that were previously imported from the " rest of the world . "

" markets for

Furthermore,' while the " border " markets have tended to be " platform
Colombian subregional ( not extrasubregional ) exports, the partriernations that are the
least geographically near to Colombia and that are not the relatively least-developed
have been the first to " displace " third countries as sources for the goods Colombia
imports. Finally, rhe_'jlgbehuvior obse\rved by Colombian trade during the pericd of

analysis does not, in general, substantiate certain theoritical theses that have been

put forth in the literature with regard to the geographical patterns of the foreign trade



of the iess-developed countries. Though not included here for reasons of space,‘ a
detailed discussion of the content and " real " applicability of this general type of

thesis will be offered ina later work,

41,
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lIl. THE {NTEMPORAL COMPARATIVE DYNAMIC OF COLCMBIAN TRADE WITH THE

ANDEAN GROUP,

Ao

Some Methodoligal Considerations..

Before presenting an analysis with regard to the dynamic effects of the Andean
liberation program, it is appropiate that some allusion,albeit abbreviated, be

made to several basic methodological aspects of the question. On;a of the most
crucial problems that confronts the sciences { and especially, the so-called

social sciences ), both at the epistemological: and theoretical levels as well

as at the empirical level, is the problem related with the " isolation " of a

specific phenomenon as an object of study. The intimate relation between the
different elements that make up the social environment__ of any given phenomenon
and the " irreproducibility " that is inherently characteristic of social phenomena
make the so~called " separation " between the social sciences and the necessﬁy of
"Isolofirfg-“"‘phenome_nc into relatively autonomous compartments both rather dubious
propositions ; propositions that force one to resort to i'heoretricol and analytical

simplifications in attempts to describe social behavipr, This is, however, an

essential ly epistemological problem and the purpose here is not one of delving

into the issue of what constitutes, or shouid constitute, the nature of the

" scientific method " Gppropriate to the study of social phenomena. Now then,
given the acceptance of a " pure " demarcation of what is economics and ,
fheref'orej of what ‘'constitutes the object of study in economic science, what remains

to be defined is what is an " individual and autonomous " economic phenomenon and
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what are the " objective " analytical simplifications that are to be adopted in
the analysis of such a phenomenon once, despite its non -reproducible and

incontrollable character, it.is "'isolated..

In the case at hand, the central object of study is that of analyzing the effects
of the Andean liberation program on Colombia's foreign trade. To a large extent,
the identification of such effeck:as the object of study defines from the very
beginning the theoretical and coﬁceptual schema upon which the analysis is to
be based. Given the nature of the object in question, it is clear that the study
will be framed within the general schema of modern economic theory and, in
particular, within the achema of the orthodex theory of economic integration,
Although a schema of this type has notable deficienciesand limitations, for
reasons of space, these will not be elaborated here 1/. Nevertheless, via the
methodology developed in this study, it is sought to avoid, as much as possible,
the adoption of certain simplifying, apriori, but unnecessary assumptions that

can be derived, at least implicitly, from the general schema in question.

If the object of study is to be considered as an individual object of interest {with

all the implications that this entails ), it is necessary to define what analytical

1/ The interested reader can consult, among ofEers, Garay, L.J., " Una Sintesis Anali-
B tica de la Teorfa Crtodomede lalntegracion”, Desarrollo y Sociedad, N° 2, Bogo-
té, July, 1979, pp. 259-292.




simplifications directly correspond to the assumption of the phenomenon- to- be-

studied's relative aul-onomy., and to do so with the understanding that, in constructing

an’} " artificial " autonomy for the object of srudy; these simﬁlificaﬁéns can neither
obfuscate nor alter the reality in which that object exists. In this regard it should be
menrion.ed that there were at least four general phenomena acting upon Colombian

foreign trade during the period under consideration. In addition to the Andean liberation
program, these"%éur _;éhenqmena tonsisted of the tariff reduction for the intrazonal trade

of certain goods agreed to witHn. the framework of LAFTA ; the adoption of Decreto 444,
whose basic objectives included the stimulation and promotion of Colombia's non-traditional
exports; and the notable expansi.on of world trade during the early 1970%, Other particular
phenomena which may have been ct;ucial' to the evolution of Colombian trade could be
sited as well - for exumple,- the aforementioned increase in the import capacity of the Ve -
nezuelan economy beginning around 1973-74 . In light of all of the above, it would

not be valid to make the cpriorf ‘ussumpfion that the subregional liberation program was

the only phenomenon systematically affecting the behavior of Colombian foreign trade
during the period of analysis. Quite to the country, it is indispensable that some
investigation be made as to the relative importance of each one of the phenomena present,

their spacial character, and the scope of their respective effects.

As is only logical, the adoption of simplistic assumptions regarding the effects produced
by each phenomena can introduce " serious * distortions into the analysis. Taking

spacial character, for example, it should be mentioned that although, in principle,
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one would think that, for its more regional and localized character, the Andean liberation
program would tend to have a comparatively more direct subregional effect on Colombian
trade, the eémpirical evidence ( as was shown in Section |1 ) issdch as to put an apriori
assumption of that nature into doubt, at least insofar as Colombia's subregional exports
during the period observed are concerned ¥/. Likewise,- in spite of the " apparent "
generalizéd effect on Colombian exports of both the export promotion policy ( which
hﬁs been designed without the explicit objective of discrimiﬁaring between geographical
areas of destination ) and the expansion of world trade in its entirety, it i;_tggr. _‘ evident
that the respective effects of those factors have n_ot,!:een , in practice, regionally localized.
For example,- if the policy of subsidies is preferentially stimulating the goods that Colembia
exports ( presently or potentially } almost exclusively to Central America,that is not the de
liberate intention of that policy ( though that is what in fact has ocurred ), and if the
expansion of world trade has been the product of the broadening of the developed nation
markets, the effects of these two apparently generalized phenomena wouldlibe regiomdlly
localized as far as Colombian exports are concerned. The preceding obviously suggest the
necessity of studying the comparative regional behavior of Colombian trade in order to
explain which possible effects would be susceptible to being designated as being specific fo

each one of the phenomena acting upon that trade.

1/Remember that the Andean Group has not been, at least up until 1976, a " platform " market
for Colombia's extrasubregional exports,



established for the analysis at hand bet_ ™ cs. homogeneous as possible { insofar as level

of relative development, geographical locality, treatment of tra&e , spacial concentration

of Colombian trade according to productive sectors, and the general evolution of the
participating economies in each region V) it was decided to group the world into the

following areas : the Andean Group ( teken both in its entirety and at the individual
member nation level ), the rest of LAFTA, Central America, and the " rest of the world "

( in particular, the developed capitalist coﬁnrries) l__/ " In this manner, the comparative
regional analysis proposed makes use of at least four " conh;,ol " aras so os to avoid,r as

much as Ipossible, the concealment of the possible effects exerci?;ed by the different general,

phenomena .

Once having adopted these analytical simplifications, it is still necessary to define how

the effects of the subregional liberation phenomenon will be studed, since the phenomenon .
itself is an irreproducible one. The only practical manner & to analyze the subject of
study under alternative coﬁdirions - that is, in.the presence and the absence of the

phenomenon itself. In this case, given that the behavior of Colombian foreign trade is

the subject of study and that the object of the study is the determination of the effects of

the Andean liberation programgit is necessary to analyze the behavior of Colombian trade

both before and after the program of liberation entered into effect. However, a

intertemporal comparison would assume that ail other factors ramained constant duringthe

The basis for not further disaggregating the area " the rest of the world " having already
been explained in Section Il, it is unnecessary to repeat the argument again here.
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period of study which would not be a valid assumption for the case at hand ( Decreto 444

was adopted before the Andean liberation program entered into effect and the expansion

of would trade ocurred in.the period following ). In the presence of‘muil‘iple phenomenal

it is indispensable that the intertemporal comparison be complemented, simultaneously, by

an inter-phenomenological comparison - that is, the comparison must be, at the same time
both regional ( between spacially different phenomena) and intertemporal ( with respect to
each phenomenon being studied ). Accordingly, the present analysis must be both regionally
and” ‘intertemporally comparative with respect to Colombian foreign trude\iﬂ:his is, precisely,

the type of analysis employed in this investigation.

Nevertheless, if the number of affecting phenomena is less than the number of periods under
consideration and if such phenomena cllre characterized by a certain level of diachrony, it

is not, in general, possible to identify the effects that derive froz;1 each one of those
phenomena. Only under special conditions is it possible to isolate {'and more by exclusion
than by inclusion - the effecrs‘;ﬂ'iﬁt correspond to one or to several of the phenomena ; but
not the effects that correspond to all of them. As will be seen under ensuing headings of
this section, in spite of the fact that the present case corresponds to the general situation
just outlined, the statistical results of the interregional intertemporal comparison are such as
to permit one to arrive at conel ﬂsions,r by exclusion, regarding the effects of the Andean
liberation phenomenon on Colombia's subregional trade { as ,l in the strict sense, the subject

of study ) during the period under consideration.
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The basic conceptual schema for the empirical analysis defined, one additional aspect of

~ the analysis must be covered :.rhe operationalization of the schema. For this it is
necessary to go bac.k once again to the object of study and to investigate what are the
relations of object -subject behavior postulated. for the theory that has been adopted as
the frame §F reference for this analysis. In a general and simplistic manner it is possible
to assert that the orthodox theory of economic integration postulates that the liberation
of intrazonal trade ought to tend, ceteris paribus, to stimulate, strengthen, and
diversif y the flow of trade between the member nations of the integrated area. It isof .
course clear that, according to this theory, not only does the reach of these effects depend
upon various factors (-among others :fhe degree of complementation between the
participating economics, how much of the members! international trade is represented by
trade between member nations, the mlagnifude of the zone of economk integration, and
the level of national tariffs with respect to third countries _), but also that sut_:h effects do
not, per-se, necessarily imply increases in the welfare of alf of the member nations 1/.
Without entering into a discussion of the " viability " of the general postulates of the
orthodox theory ( especially with regard to the case of less~developed countries ) nor

attempting to qualify the level of unaniminity that may exist with regard to those

postulates, it is enough to point out that ,e'iqe;?]éd_\;i@*fhe theoretical arguments aside,

1/ Remember that regional integration is a " sub—optimal * policy for orthodox theory ; the
_optimal policy, in the orthodox view, is perfectly free world_trdde ~i.e., a complete
integration between all of the countries of the world system. '
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these at least were the effects explicitly sought, via liberation, by the planners of the

Cartagena Agreement.

+

On this basis, the theoretical subject of study would be, en rigor, Colombia's subregional
trade. This impl.ies that the analysis to be conducted be a.regional intertemporal one of
Colombian trade with the Andean Group. Now then, having defined the cbject and the
subject of study, the general phenomena swhose actions may be determining ones, and the
analytical simplifications adopted for the investigation, what remains to be decided is

how the object will be quantified and what will be the period of ocbservation selected.

Usually the dynamics of trade over a “given period have been measured in terms of the
average annual growth rate of the value (e.g., in U‘. S-.$ ) traded. However , a
measurement in terms of monetary value will not necessarily be representative of the

" real " dynamic - in —ﬁhébicql quantities ) of trade, ﬁurficulory in the presence of

" significant " variations in the international prices of the goods traded - which is often
the case for certain primary products ( products that represent a high percentage of the
foreign trade of the majority of the Andean countries }. Accordingly, in order to obtain a |
" true " picture of the trade dynamic, i.e,, the " real ," rather than the monetary, effects
derived from a program .of liberation, it is crucial that the usual measure be complemented
by a measurement in terms of the physical quantity traded. In this regard, i-t is .requisite
that the basic unit of analysis k;e as homogenous as possible. The most disaggregated level

at which official customs' statistics are tabuled ( in the case
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of Colombia, those published by DANE ) is ot the tariff item Ievel,r which is a level

sufficiently close to the theoretical " ideal.".

Another reason for the suitability if not the necessity , of working at the most
disaggregated leve! possible is one related to the measurement of the strengthening and
diversification of trade, in effect, in order to study the tendency towards divel.'sificaﬁon
it is necessary tc; know the " real " intertemporal dynamism of the individual goods
traded. This is all the more imporrunr,‘,l-he greater the average degree of concentration
during the period considered,r since the average dynamism of trade tends to conceal its
tendency towards diversification /concentration ( at the good level )‘~ A rate of average
dynamism can very well correspond to a tendency towards concentration or towards
diversificaﬁon,‘ depending on whether it concefns,. respectively, a dynamism that is
lesser or greater than the average of the goods with a high participation in trade at the
beginning of the period under study. The example posed under heading 1A is clearly

illustrative of this situation.

Despite the advantages of working at the tariff item Ievel,. some important difficulties of @
statistical character exist for the interpretation of individual growth rates in the presence
of a not unappreciable instability in trade at the item Ieyel, an instability which is
characteristic of ot least some less-developed countries ( not only due to the instability

of international prices for certain primary product exports but also for the * surplus "

character of some of their " non-traditional " exports ). For this reason, it is necessary



3.

to carry-out a statistical study-with regard to the-empirical results concerning -individual
dynamism as a minimal measure. towards guaranteeing the reliability of the analysis.
Bearing these considerations in mind and with-the purpose of assuring the statistical
significance of the incfividuoi rates ( at the item level ) of average growth ( during the
period of observation ), it was decided to conduct a statistical .(.r-srudenr ) analysis of
those rates and of their variation with respect to alternative measurements. in addition
to measurement. in treal and monetary-terms, the following measures were employed
1} Rate of annual growth without prefixed top end and with top ends of + 600% ,

+ 300%, and i 100% 1/ ;and2) rate of average growth within a period as the

arithmetic average and as the weighted average of the corresponding annual rates 2/.

Now then, given the magnitude of the information required and of the calculations

to be carried out, it was necessary to select a sample of goods for the regional

intertemporal analysis proposed. The selection of this sample fulfilled the conditions
delineated in Section |, reason for which it is not necessary to repeat those conditions
again here. It is suitable to point out, however, that due to the statistical theory
behind the sample and to the number a;nd level of participation of the goods selected,

the sample obtained can be considered,. in practice, as one in the same as the " population”

constituted by Colombian subregional Trade (i.e., the subject of

1/ The importance of the top ends resides especially in the ( exogenous ) definition of the

" magnitude of growth for the year in which trade begins ( or is interrupted ), i.e., when
it passes from zero to having a value ( or from having a value to zero ).

2/ The algebraic representation of the measurements utilized is concluded in Appendix A.
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study in the strict sense ) during the period of analysis. .

Mention has yet to Be made of the selection of the period of analysis. To the large extent,
pragmatic reasons determined the period selected., While the intention was one qf, on ohe+,
hand, covering the ‘grearest duration of the Andean liberation program possible and, on the
other, selecting a " comparable " period ( compcrcbie in number of years and in terms of
the general behavior of Cdombian trade ) preceding the date upon which that program come
into effect, the fact that 1976 was the most " recent yeur‘for which item level statistics on
Colombian foreign trade had been officially processed ( although not published ) when this
investigation was initiated, determined this year as being.the. final yer.;r for the period of
analysis. The selection of 1966 as the inifiui;; yeur,- satisfied, for its part, the requisite

of " comparable " periods. Thé definition of this period as the period "bet;ilr;ulysis implies ,
by necessity, that the present analysis refers exclusively to the sf_n_gﬂ_t_e_r_@_\effecrs of the

Andean liberation phenomenon,

.Wirh.re5pect to the selection of the period i.irecéding and following the liberation program's
coming into effect it is necessary to mention that the cut-off year had to be fixed in |
accordance with the year in which each one of the program's modalities entered into
operation. Likewise,given that Venezuela joined the Cartagena Agreement in 1973, that
year necessarily serves as the cut-off year for the analysis of Colombian trade with that
country . Accordingly, the investigation togk into account the following periods for the

respective lists of the iiberation program.
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Liss ~ Country (of origen or destination) Prior peried Subsequent period

Products without tariff reductions ( but liberated ) :

Bolivia and Ecuador 1966-70 1971-76
Chile and Peru 1966-70 1971-76
Venezuela T =738 1974-76

Products not produced, with complete tariff reduction :

Bolivia and Ecuador 1966-70 1971-76
.Chile and Peru 1966-70 1971-76
Venezuela -73 1974-76

-~

.Common List products with complete tariff reduction :
Chile and Peru 1966-70 1971-76

Venezuela . ~-73 1974-76

Products subject to automatic tariff reduction :

Bolivia and Ecuador 1/ 1966-70 1971-76
.Chile and Peru ' 1966-70 1971-76

Venezuela ~73 1974-76

In this case the pericds are valid only with respect to Colombian imports coming from
Bolivia and Ecuador. For Colombian exports to these countries of goods corresponding to
this list there are no prior and subsequent periods since, according to Article 100, Literal
F of the Cartagena Agreement, the tariff reduction for these exports would begin starting
December 31, 1966- at the end point of this study. It should be remembered that Bolivia
and Ecuador received preferential treatment in the program of liberation.



List . Country({of origen or destinafion ) Prior period
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Subsequent period

Metalworking productswithout tariff reduction 1/ :
Bolivia and Ecuador 1966-72
.Chile and Peru 1966-72
Metalworking products with complete tariff reduction -
Bolivia and Ecuador | 1966-72
Chile and Peru 1966-72
Metalworking products with automatic tariff reduction :
Bolivia and Ecuador 1966-72

Chile and Peru 1966~72

1973-76

1973-76

1973-76

1973-76

1973-76

1973-76

A more detailed explanation of the definition of the lists of the liberation program is

included in a later work.

Prior to concluding this discussion of methodological considerations,some brief aflusion

should be made to the source of the information utilized in the study. The annual statistics

on Colombian foreign trade processed by DANE was the sgle resource relied upon™ for the

reason that, besides being the most consistent statistics during the period of analysis 2/,

they refer to trade that was actually carried out ( according to customs® registries }. The
Y Y g

quality of these statistics is broadly recognized.

LQ l<

As of 1976 Venezuela had not been included in the Sectoral Program for the

Metalworking Industry.

Although at least three different tariff classifications were utilized during the perio&i- -
making it necessary to manually code each item traded prior to 1973 according to the
Nabandina classification ( 1973 being the year in which Nabandin ™ was commsnly.

adopted by the Andean nations ).
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In or_def' to conclude this methodological discussior; it is worthwhile to say that in order

to corpprehensive!y study " the short terms effects ( in terms of dynamism, strengthehing,
and diversification ) of the Andean liberufioﬁ program on Colombian subregional trade " it
is necessary to carry out a regional intertemporal analysis of Colombian foreign trade using
( ot least ) the tariff item level as the basic unit of that analysis. It is in its aspect of |
regionality and in its basic level of disaggregation’*in which reside the innovﬁrive nature
and essential advantage of this study with respect to the most well-known studies realized
up to the present with.regard ng.p'th; aréas of integrdtion f-_,'pt'x"rfﬁgulci'rl)’,:fhe European ‘

'Cﬂbmoﬁ’Morket l_/

Needless to say that in order to design an analytical schema that is adequate to the
objectives set forth, a full undestanding of the object and subject of study and of the
problems entailed in the isolation of the phenqrﬁeno whose {action may be determinant
are both requisite. Such an understanding is only possible once one. has reviewed the
diverse levels of analysis, from the most general (e.g., methodological and rhebﬁeﬂca[‘:

levels ) to the most specific { e.g., the operational level ).

The interested reader can consult, among others : Balassa, B., "/ Trade Creation and
Trade Diversion in the Europers Common Market : An Appraisal of the Evidence,u.in
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The present discussion has covered the basic characteristics of the methodology utilized

in this investigacion ; where pertinent,other methodological details will be alluded to
in the presentation of the findings of the study. The operationalization of the

methodology is included in the Appendix.

Having defined the object ,' the subiecr‘,' and the éhenomenu s.;ﬁecific to the study and
having developed the general methodology ré be followed in the investigation, it is
possible to procede with the em;;'airical analysis'.‘ Now then,r due to the character of the
liberation mechanism,l a study of its effects can not solely focus on the average observable
behavior of the trade to which the r..nechan is;m is aﬁ#[ied,_ but must address specific
characteristics that define the behavior " of the popularion ™ as well. Accordiﬁgly, the
coverage of the study must be from the most general and descriptive qualitative level to
the most specific and conclusive quantitative Ievel.ﬁp other words, the study must encompass
both the description of the " average . behavior as well as the statistical inference of the
" populational * bahavior. For this reason the empirical analysis has been subdivided into
three sucessive levels, namely : descriptive, srarisiicul,' and correlational . The present
heading deals solely with the descriptional analysis ,A the other two levels being covered
'under subsequent headings. The reader who is not interested in descriptive details!'_‘ca:n '

pass over this part-and move directly onto headingsC and D ( particularly the fatter ).
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The first fundamental quesfion that arises with regard to this investigation of the short

term effects of the Andean liberation program on Colombia's subregional trade is : are.

there observable variations in the behavior of Colombian trade with the Andean Group
in the periods prior to and after rhé Andean liberation program came into effect? 'And -
if there are, what were they in terms of relative stimulation and diversification ? In
order to respond to the first question it is necessary to quantify the intertemporal behavior
that that trade observed ( in parricﬁlar, with regard roa.yn;:mism and concentration ).
The simplest and must indicative manner of doing. this consists in measuring the differences
—iﬁ‘d)@a‘ﬁiﬂexperie'nced by each one of the items traded by Colombia with the Andean
Group during the two periods of interest and tabulating the percentage of items ( in
numbers ) and of value (e.g., in US$ ) traded for which this difference is posiriveﬁ( or
negative, as is the case ). |If the difference (i.e., the figure for the later period minus
the figure for the earlier period ) is positive, this would.im!aly that the item in question
experienced an average annual growth during the latter period greater than that which
characterized the former period and that, iﬁ principle, the dynamism of Colombian trade
with respect to this item would be satisfying the behavior theoretically foreseen or, at least,
desired by the planners of the Cart&gena Agreement via the adoption of the liberation
program. The implication would be just the §§posire if, ceteris paribus, the difference

( i.e.,- the figure for the later period minus the figure for the earlier period ) was negative.

With respect to behavior in terms of diversification, it could be asserted that the lesser

( greater ) the percentage of items traded that satisfy the condition of a positive difference
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and the relatively greater ( lesser ) their participation in total trade, the greater (lesser),
céteris paribus, is the tendency towards the average concenrmtio;n of the trade observed,

at least insofar as the inferior ( superior ) end of the accumulated distribution is: concerned,
A more dfinitive conclusion would depend on the concentration ( by goods ) of that trade

at the beginning of the period and on the evolution of the-ifems that were most important,

in terms of participation, at that time. On the basis of these calculations it is possible

to describe the " average " behavior with regard to the aspects relevant to this investigation .

The difference in the dynamism between the two periods has been termed here intertemporal

dynamis. The algebraic expression of this terms in included in the Appendix B.

Looking solely at the variations in intertemporal behavior { without yet examining
interregional differences ) éf Coiombia's; sﬁbl;egionul exports during the reference periods

it is found that while there were differences between countries of destiﬁarion , at least
35% { except yfor Ecuador with 45% ) of the items fraded had a positive intertemporal
dynamism, these items representing a maximun of 36% of the total value of Colombian
exports during the period. Nevertheless, in order to achieve a better idea of_the
behavior and, in particul CII',- of the " possible " effects of the liberation program, it

_is necessary that the analysis be disaggregated at the list Ievrel; Observing the behavior
between lists ( particularly between the lists with no tariff reduction and the rest of the
lists ) it can be noted that ,I on the average, while the percentage of items with a positive

intertemporal dynamism exported by Colombia to the not relatively less-developed member
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nations was greater { up to 25% Igreater in fl';e case of Venezuela ) in the lists with
some tariff reduction, the participation In value of the items that satisfy the condition
of a positive intertemporal dynamis is similar between lists. For the case of Colombian
exports to the relatively less- develoﬁed members, the percentage of items with a
positive intertemporal dynamism was clearly lesser ( by up to 60% } for the lists with

a tariff reduction ( see Table N5 ),

On the basis of the preceding it would be f.Jossible to asserf,l albeit in a preliminary
manner, that : 1) While ,..in principle,r.'one cannot note the liberation program having

a " definitive effect " on Colombia's subregional exports insofar as stimulation in terms
of percentage of items is concerned, there is some evidence suggestive that iiberation
has had a possible effect on export items destined for the not relatively less-developed
members { especially Venezuela ; which wquld tend to corroborate what was already suggestec
in Section ID )»2) In spite of the fact that exports to Ecuador would be the exportsthat,
al thé average level,. " best " satisfy the behavior postulated ,. the fact that “their
'ihkrtéﬁlﬁfal‘a;‘miiﬁis greater for the list of no tariff reduction than for those with a
reduction ( up to 150% insofar as percentage of items is concerned ) clearly puts in

doubt the importance of the effect that one might initially assign to that tariff reduction.
3) If,- at this point'} one were to suggest some tendency towards the diversification of

Colombia's subregional exports during the period, this diversification would basically

be in the superior .énd of the distribution of accumulated participation 1 /. Thistends

1/ It should be remembered that 64 items { the equivalent of 15% of the items selected ) represented
60% of Colombia's total exports to the Andean Group -during the.1970-74 period ( see Table
N°2). |
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to re inforce what was suggested in Section IC .,

With respect to Colombia’s imports coming from the Andean Group ( see fuble N%} just
16% of the i.tems achieved a positive intertemporal dynamism, But while the behavior in
terms of percentage of items did not vary between member nations ( except  for the case
of .;Bolivia with only 5% ), that cc;rrespondif_i'g to percentage of value did.; Iﬁ effect,
the percentage of the value of the items that fulfilled the condition of positive
intertemporal dynamism wos;'byrcounrry of origen Bolivia,r 98% ; Peru,- 61% ; Ecuador
31%; Chile; 27%; and Venezue!c,..ZO%.‘ In-the cusé of impo‘rlfs behavioral differences
between lists were again evi‘_d_ent.,. in a much as,ﬁwifh the exception of the Chilean case,
the percentage of items with a positive intertemporal dynamism was greater for the list of

no tariff reduction that for those lists with some reduction ( from 8% in the case of Peru

to 60% in the case of Venezuela ).

On the basis of the a’oove,' it is possible to make several obsawarloﬁs; In the first place,
it does not appear thaf,. as of 1976,- the program of liberation has hud%-:,h definitive
effect in terms of the average dynaﬁ:nization and average diversification of Colombia's
trade with the Andean Group. In the second pluce,' if there has been some "significant™
effect this would be,ln principle, greater for the case of expoﬁs { particularly those
destined for the not relatively less -developed member nationg than for the caose of
Colombia's imports from the subregion. Thirdly,‘there is:’some evidence of a tendency

towards the diversification of Colombia's trade with the Andean Group , but this tendency
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is essentially at the upper end of the accumulated distribution T/, 1In the fourth place,
Colombian subregional . lexports had, on the average, a greater ;nrerremporal dynamism
( insofar as the percentage of items that fulfilled that condition ) and a greater relative
diversification ( in the final deciles of the distribution ) than did the country's imports

from the subregion. This latter characteristic is particularly notable for the case of

Colombian trade with the relatively less-developed member nations 2/.

Now then, in the mmedictely preceding discussion it was assumed that the sole phenomenon
acting upon Colombian subregional trade during the period under consideration was the
Andean liberation program, or better, that the program was the only phenomenon that

ought to have been systematically affecting the behavior of Colombian trade with the

Andean Group during the periods prior to ond {after that program came into effect. However,
the presence of additional phenome;a that could have been " siénificanrly " effecting the
intertemporal behavior observed - as could have ot;curred in this case in the manner refered

" to under the preceding heading -vould invalidate the type of aprioristic { of ceteris paribus

character ) assumption adopted and, therefore, would put in doubt the " veracity " and basis

1/ Colombian imports coming from Bolivia would constitute the one possible exception.
2/ The ratio of the percentage of export items to the percentage of import items that fulfilled
- this condition is, by member country : Chile, 1.17 ( the percentage of export items that
experienced a positive intertemporal dynomism was 17% greater thanthe percentage of
jmport items that did so ) ; Venezuela, 1.80 ; Peru, 2.16 ; Ecuador, 2.80 ; and Bolivig,

4.41,
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of the conclusions emanating from the analysis, due fo its, umoﬁg other things, over
simplifying nature, Accordingly; in order to achieve a desirable level or rigor in

the analysis it is requisite that rhé preceding analysis be complemented by one ad-
dressing = 'the interregional behavior (VAnde'(-'.ln Group{\\,{gs’_: * the other geographical areas,
i.e., the so-called " control " areas) of Colombian trade during the respective periods
of analysis, ln-other words, it Is necessary to effectuate an analysis of the regional
intertemporal dynamism of the goods traded by Colombia with the Andean Group. The
measure of the regional intertemporal dynamism is a mere extention, ii.e.,a regional
one, of the measure of intertemporal dynurr;ism { the algebraic expression of which is

included in Appendix B ). Prior to continuing,it:should be noted that at this

descriptive level it is only possible to make reference to the combined effect of the

acting phenomena, without differentiating between possible individual effects . That

differentiation corresponds to the correlational analysis ( see subsequent heading D) .

With. respect to the relative intertemporal behavior ( af the tariff item level ) of Colombia's
exports to the Andean Grouj) vis- a-vis rhg /country's exports to the " rest of the world "

( in this case , ;he geographical ‘" control © area of refefence ), it can be appreciated

that less than 45% of the items exported by Colombia to the Andean area had a positive
regional intertemporal dynumism.‘ This behavior, according to members country of
destination, varied between program lists. Accordingly, while Colombian exports to

the relatively less—developed partner nations experienced a lesser regional intertemporal

dynamism ( in terms of percentage of items’) under the list of tariff reduction than under
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the list of no tariff reduction ( up to 45% por exports destined for Ecuador ), the opposite
occurred { up to 25% ) for exports directed to Venezuela, No differences were observed

between lists for the cases of exports to Chile and to Peru.

Consequently, it can be pointed out that o1 }The " ret " effect (iﬁ'-dynqmizatioﬁ ) of the
phenomena acting, in rh.eir entirety, on Colombian exports to the Andean Group during
the period of reference is relatively greater when simultaneous account is taken of the
regional intertemhoral différences than when consideration is given to intertemporal
differences alone. 2) The behavior between lists sugéests that ;except'} for the case of
Venezuela, the possible effect bf the Iibérution ﬁl;égram does not appear to have been as
important as would-be inferred from the analysis aggregated at the feve! of the member
country of destination. At any rate , the Andean f{iberation has probably had a greater
effect - with respect to the average fér thé case of Colombian exports to Venezuela, these
exports being presisely those that experienced a greater interregional growth in the period
following the liberation pré%ramés l;aking effect ( see Section [A), This would confirm, at
this level of analysis, that which was asserted in Section |, i.e., that the tariff reduction
mechanism could have a‘frained a "hotable effectiveness " if not the greatest relative
effectiveness - in the case of Colombig's exports o Venezuelaig’; Colombia's subregiom |
exports have demonstrated during the period of reference a certain tendency towards: —
diversification ( at least at the upper end of the accumulated distribution ) in relation -

to the country's exports to the " rest of the world ! This observation is corroborated by

what was shown in Section IC.



For its part, 31% ( excepi ;for the case of Venezuela with 44% ) of the items that
Colombia imports from the Andeah Group demonstrated a positive intertemporal
dynamism ( with respect to the " rest of the world "y The participation in value of

the goods that fulfilled that condition was, by country of origen, as follows ;Chi!e,'
10% ; Ecuador , 30 %-; Venezuela, 46 % ; Bolivia ,47%; and Pe.;;u 55%. The behavior
between lists was such that, with the exception of Colombian in;aorts cc;:r-n)ing-from Bolivia, .
the percentage of items with a positive regional intertemporal dynamism was Iei; under
the list with tariff reduction than under the list with no fariff reduction ( from 16% for
thg case of Venezuela to 50% in the case of thile ) The preceding results would
suggest that the " net " effect of the phenomena present on the dynamism of Colombia 's
subregional imports would be even less than that corresponding to Colombia's exports to
the Andean Group and that, having a tendency towards import diversification ( af [east
at the upper end ), this tendency would be the most imporfur;t iﬁ the cases of Ecuador
and Venezuela as markets of origen that are,pcfrer Bolivia, the member nations with the

greatest degree of concentration in their exports to Colombia ot the beginning of the

period of reference and that constitute Colombia's " border * markets.

On the basis of the preceding descriptive analysis of the behavior chserved by Colombia’s
trade with the Andean Group during the period of analysis it is possible to arrive at some
general conclusions of a preliminary character. In the first place,the " average " behavior

described turned out to be relatively independent { in qualitative terms) of the type of
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comparative analysis utilized (.parricularl‘y, intertemporal and regional intertemporal )
and of the geographic " control " areas used as a reference for the regional comparison.
This would imply, at this level of analysis, that the " net " effect of the acting
phenomena has not been significantly differentiated by regions. If this-were the case, it
would be possible. to " isolate " the effects that are specific to at least some of -fhe
phenomena that are going to be studied in this investigation ( this'poinf will be developed

with greater clarity in Section {II C}.A

In the second place, whatever the actual magnitude of the " net " effect of the participating
phenomena, taken in thelir entirety, and of the program of Iibirmion, taken by itself, this
would appear to have been -grearer for the case of Colombia’s exports to the Andean Group
than for Colombia's subregional imports. This is due not only to the percentage of items

that fulfill the conditions postulated, but also to the " average " behavior at the level

of the different lists of the Iiberarioﬁ program. However, in order to give a more

~ definitive " judgment it is necessary to estimate the distribution of the magnitude of

that effect by the lists of the liberation pt.'ogram. This.sbecomes all the more relevant

the less equally distributed the trade between the lists ( which is precisely the case at

hand, as was shown in Section IC );

Thirdly, if the Andean liberation program had some " significant " effect up until 1976,
this effect would be the most " notable " for the case of Colombian exports to Venezuela,

these exports showing a jgreater average interregional growth during the period subsequent



to the Andean liberation program’s coming into effect and being the most equally distributed
(-in relative terms, of course ) between the principal program lists ‘('see Table 7N°3 ). This
would corroborate what was suggested throughout. Sgcr‘ign:l . However, the characteristics
specific to the evolution of the Venezuelan economy- during the period could make the effect
of the Andean liberation program a pessibly lesser one ( if there was one ) than what would

be initially suggested.

Fourthly, there is a certain observabletendenéy during the period towards the diversification,
at least at the upper end of the distribution, of Colombia's trade with the Andean Group vis-
a-vis Colombian trade with the " rest_of the world."-5 However, the " intensity " of this

tendency varies between member natfons and according to the comparative analysis made.

In the fifth place, the " average " behavior is found to be " qualitatively " independent of
the concept ~-of dynamism ( " real " and monetary ) and of the various measures of annual

( without top end and with Hp ends of + 600% , + 300%, +200%, and + 100% ) and
periedic ( arithmetic and weiéhted averages ) growth utilized in the analysis. [t)was for
this reason that reference was made in the presentation to the different types of

measurement.

Finally, it is important to point out the similarity between the general behavior observed in
the intertemporal analysis and in the regional intertemporal analysis, This offers a certain

" solidity " to the descriptive conclusions derived from the&.
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Up to this point allusion has been made to the possible influence of the participating
phenomena.on the behavior of Colombia's subregional trade. The next step is to determine

if that influence is a " significant " one and what is its " magnitude." [n order to explain
the " magnitude " of the " net " effect of the participating phenomena in their entirety it

is necessary to statistically analyze the average value of the regional intertemporal dynamism

of Colombia’'s trade with the Andean Group during the period of analysis 1/.

First considering the case of exports { see Table Ng 7)), it is found that the average

regional intertemporal dynamism { with respect to the " rest of the world * ) was significontly
negaﬁve‘, at least ot the 10% level of reliability, for exports destined for Chile, Ecuador,
and Peru, and positive ( at the 0.5% level of reliability ) for exports to Venezuela. The
behavior between lists, at the level of country of destination, is such that for all of the
{ists considered e*ports to Venezvela h'Cld a positive average dynamism ( ot the 2.5% level

of reliability ), those directed to Chile had a negative crverugé dyriamism ( ot the 10%

level of reliability ) and the average dynamism for exports to Peru was not significantly

different from zero ; Colombian exports to Ecuador experienced a negative dynamism ( at

1/ This consists of a statistical analysis of the averages based on the t-student distribution .
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least at the 10% level of relibility ) for the list of no tariff reduction and a dynamism
significantly equal to zero for the list with tariff deduction ; the case was just the opposite

for Colombia's exports to Bolivia.

Several conclusions can be extracted from the preceding : 1) The "net"effect of the

phenomena present on the regional intertemporal dynamism ( " rest of the world ") of

. Colombia’s exports to the Andean Group has been significantly positive for the case of

exports destined for Venezuela, but negative for those directed to the rest of the member
nations ( with the exception to exports.to Bolivia where the dynamism is null } . Once
again it is reaffirmed that Colombian exports to Venezuela are those that have enjoyed
the greater positive " net " effect during the period. 2) The little varicbility ( at the
country level ) of the dynamismobserved by Colombian exports according to lists suggests
the " effect " of the liberation program has still been insufficient to " counteract © the
effects{/of the other phenomena acting in a different " direction ™ 1/. In other words,
even in the casé in which its. m effect has been positive, it appéars that other
phenomena, - different from the liberation program, are systemmatically affecting, and
with.a greater intensity, the regional intertemporal dynamism of Colombia's subregional

exports,

For example, if another affecting phenomenon, different from that of Andean liberation,

was the expansion of the developed market during the period subsequent to the liberation

program's taking effect, it is possible that the " net " effect was the preferential promotion
of Colombian exports to the developed countries, independent of the particular list to which
they corresponded.
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With.respect to to!ombia's subregional imports ( see Table No 8) it can be app;eciafed
that their average».regional intertemporal dynamism ( ¥ rest of the world " ) during the
period has been significantly negative (Iur least at the 2,5% level of reliability. ) for

all of the mémber countries of origen ( except]) for Venezuela which did not differ

from zero ) both at the general level and at the level of the different lists considered.
This agafn, suggests that the Andean liberation program has beenfj?sufﬂcienr to generate
a significant dynamic on Colombia's subregional trade vis - a - vis Co.]ombian trade
with third countries. Needless to say that these general characteristics agree with those

deduced from the simple descriptive analysis.

Now then, in spite of the fact that the average behavior described does not suffer
significant clterations { at least in terms of the t:- student test ) with respect to the
concept of dynamism‘, nor with respect to the measures’ of annual and average growth,
nor with respect geographical * control ™ areas used as references, in order to arrive at
_ more definitive conclusions it is necessary that the regional intertemporal analysis be
complemented by intertemporal onqusj'és and regional analyses conducted: separately.
the individual effects of one or some, but not necessarily all, of the participating

phenomena.

The regional, but not the intertemporal, behavior of Colombian trade with the Andean

Group during the period following the liberation programistaking effect is significantly
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 equal W(Awirh regard to the statistical .f,- student _r'esrs) to the regional intertemporal
behavior recently described. This would corroborate, to a certain measure, the conclusions
posed up to this point In addition to the utility of this regional analysis insofar as the -
definition of some individual effects is concerned, it is of crucial importance to beginning
to study the statistical " sensitivity " of the behavior observed with respect to the periad
defined s preceding the Andean liberation program. THe fact such beht‘:'viO!" does not
appear " sensitive " to the preceding period selected gives an even greater reliability to
the results’ found here. As will be remembered from heading A, the selection of that
period, as opposed to the rest of the methodology utilized, was determined, above all,
by reasons of a pragmatic characrer;wh'ich , in a given moment, could have introduced
undue " biases ’;A'-‘,ﬂ., whose magnitude and direction would have been apriprally unforeseen,

into the conclusions,

For its part, the inferreniporal analysis shows that while Colombian exports to all of the
member nations { with the -excepfioﬁ of Veﬁezueld } and Colombia's impon‘.s from Bolivia
experienced a significantly positive intertemporal dynamism ( at least at the 10% level of
reliability ), exports to Venezuela and Colombian imports from all of the member nations

( except>Bolivia) did not observe statistical differences in-dynamism ,b‘erwe;ari the periods
prior to and after the liberation program went into effect. In addition, at the country level
no significant differences ( in ¢ - student terms ) can be found between the liberation
program lists. The relevancy of this finding is noted in demonstrating how, in the case

where there has most clearly been a positive " net * regional intertemporal effect (i.e.,
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the case of Colombia's exports to Venezuela and, therefore, the case in which one would
expect, -from the beginning, the Andean liberation program to show a greater relative
effect ), the fact is that its intertemporal dynamism appears to be significantly equal to

zero -1/, which would imply that the corresponding " real " effect of that program has

been less. than what the analysis has suggested up to this point.

The statistical t - student analysis regarding the intertemporal, regional, and regional
intertemporal dynamisms observed by Colombia's trade with the Ahdean Group during the
1966-76 period poses, among other interrogatives, a crucial question which is related

with the significance of the specific effect of the Andean liberation program which is,

_ precisely, the object of study in this investigation. In the face of this situation it is

imperative to carry out an analysis that is more rigorous than the «t:- student analysis
with regard to the behavior between program lists. The uﬁalysis of variance is the most
adequate to this purpose in as much is. it permits the verification of the presence of
significant statistical differences in rhe_~behavior observed by different different strata

of the population ( in this case, between the lists) 2/,

The fact that Colombian exports to Venezuela may have observed an intertemporal
dynamism significantly equal to zero does not contradict the fact that its regional
intestemporal and regional dynamisms may have been positive. What this could mean is
that such exports had a positive average dynamism throughout the entire pericd of
reference, but without significant differences between subperiods. This is, precissly *
the situation observed ., ’

For this analysis all of the lists adopted with regard to the Colembian case as of 1976

_are taken into consideration. A description of these was eoffered in Section ID.
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This analysis shows that the regional intertemporal dynamism of tolombid's trade with
each member of the Andean Pact has not varied significcnl-ly—.(.ur least at the 5% level
of reliability ) between program Iisfs; during the period of reference _'_l/ . This suggests
again,and all the more definitively, that if the liberation program has had, up until
1976, some effect on fhe*lgehuvior of Colombian subregional trade, this effect has not
been sufficient to mqke.a significant' difference ( in statistical terms ).in the dynamism

observed by the goods subject to liberation ( in the broad sense ) and all other goods.

In order to be certain that the behavior covered to this point s not differentiated by
type of goods ( according to their technical ~ economic production characteristics ),

as would be suggested by some theoretical theses and as would be expected from the
beginning due to the structures of production ( disarticulated and externally dependent)
and frade of the member natjons, it was decided to conduct an analysis of variance by
groups of goods -2/, -No significant differences were found ( at least at the 5% level
of reliability ) in behavior ( dymmisrﬁ } between types of goods, on the basis of which

it is possible to conclude that the dynamism observed is not related, statistically, with

There were only differences at the 5% level of reliability in the regiona! dynamism of
Colombia's exports to Peru and in the intertemporal dynamism of Colombian imports from
Ecuador,

The eight groups of goods selected in Section || were utilized .
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the technical - economic characteristics of the goods traded by Colombia with the

Andean Group during the period of analysis.

Finally, it is possible to arrive, at this level of analysis, at the following general

" net " effect of the participating phenomena on

conclusions. In the first place, the
the regional intertemporal dynamism of Colombia's trade with the Andear Group was
significantly negative ( exceptfor exports to Venezuela which came to be positive and

for ilﬁports coming from Bolivia which was significantly equal to zero ). This implies

that the liberation program did not, as of 1976, manage to generate a positive intertemporal
dynamism for Colombian subregional trade in relation to Colombia's trade with third (i.e.,
non-Andean ) countries. The only exception to this is the case of exports destined for
Venezuela, but in this case the effect of the liberation program itself has to be less than
what was initially suggested, in as much as its respective dynamism ( intertemporal and
not ' regional ) did not vary significantly between the periods prior to and following the
[iberation program's coming inte effeét , even and in'spite of Venezuela's being a “ border *

market, its economy having experienced an * appreciable " increase In import capacity

during the second period ]_/ , and its i‘uaving been the partner market ( of destination )

In the second place, the effect in terms of intertemporal dynamism ( and even regional

: h
intertemporal dynamism ) of the liberation program could have been still fess, although

_not necessarily with statistical significance, for Colombian subregional imports than for

The average annual rate of growth of Venezuela's total imports was 36,68% during the

{atter period while onl):f 9.79% during the period prior to liberation.

T TR e TR .
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Colombia's subregional exports during the peried. In effect, while the tolombian imports

coming from the Andean Group ( excluding Bolivia ) had, once the program was in operation,
as intertemporal dynamism inferior to that cbserved during the preceding period, the oppasite
occurred with regard to Colombia's subregional exports ( with the exception of those destined

for Venezuela ). This finding in closely linked with the relative level of concentration of

- Colombia's subregional imports and with fheir pattérn of. specialization (with the preferential

tendency being for goods derived from natural resources: - gSBHstor_which_-rhe.parrner nations

have possessed unHenioble production advantages since prior to the signing of the Cartagena

Agreement ) 1/.

In the third place, the non-differentiated behavior between lists of Colombia's trade with
the Andean Group reaffirms, once again, the first conciusion arrived at above. At this
point it is necessary to call attention to the fact that in order to understand the effect
specific to the program of liberation jt is requisite to differentiate the individual effects

of its two basic mechanisms. Whie the elimination of restrictions of all types can produce
important effects, even greater than those produced by automatic tariff reduction itself, and
effects that are all the more important the greater their equivalent effect in terms of
protection ( as would not be surprisin.g to find in @ not unappreciable number of cases in

the subregion ), the behavior observed between lists suggests the absence of significant

See headings IB and IC.
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effects as a result of that elimination ( i.e., as a result of the liberalization, in the
strict sense, of intrasubregional trade. The following leve! of analysis, i.e., the.

correlational level, will seek to [ offer greater clarity with regard to this theme.

Fourthly, the fact that significant differences were not found in the regional intertemporal
behavior between the diverse geograpl;nicai areas of control, would imply that the
participating phenomena, in their entirety, did not have specific, differentiated " regional "
effects ( in statistically significant terms ). If this were the case, it would be possible to
identify, albeit by exclusion; the individual effects of an entirety of phenomena supposedly
related with the dynamism of Colombian subregional trade. As will be seen under the

. studied
following heading, this is what occurs with the phenomena explicitly/in this investigation.

In the fifth place, the fact that the c0ncordar;ce of the conclusions derived from the
statistical analysis with those obtained from the descriptive analysis is a marked one,
once again re_éj.nforces those some conclusions. This is a particularly useful finding since,
as was mentioned under heading A, important difficulties of a statistical character can
exist for the interpretation of individual rates of growth ( at the item level } in the
presence of a not unappreciable instability in the trade of such goods. While statistical
checks regarding the significance of the individual rates calculated and regarding the
sensitivity of these rates to alternative measures were conducted in-order to assure the

reliability of the analysis 1/, it was, at any rate, crucial that the findings were

Statistical significance was checked at the level of each item through a-f;- student test

of the average rates of growth for the periods prior to and following the liberation program®s
taking effect. If should be noted that the greater the instability of trade at the item level,
the greater the dispersion in the annual rates of growth and the lesser, ceteris paribus, the
statistical significance of the corresponding average rate of growth.
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consistent throughout the entirety of the investigation.

In the sixth place, it is o interest to have demonstrated that the behavior did not vary
significantly between types of goods and that, consequently, the differences in the
technical -economic characteristics of the goods traded have not been so determinant
so as to have a differential effect on the regional intertemporal dynamism of Colombia's

trade with the Andean Group.

Finally, the fact that the behavior observed was not statistically dependent on the
concept ) of dynamism, nor on the alternative measures, nor on the areas of " control
utilized, offers a " desirable " basis of support for the conclusions that have emanated

from this analysis.

Correlational Analysis

Havi.ng completed th.e basic descriptive and statistical levels of the analysis;what still
remains to be investigated is in what manner and to what extent the " net " effect found
corresponds to the participating phenomena. For this it is requisite to possess some type

of hypothesis regarding the entirety of the " relevant " phenomena that ought to have
been, at least in principle, sysl'emmaricully, t jaffecting the subject of study during the
period of analysis. Under heading A it was mentioned that during the 1966-76 period
there were , in addition to the Andean liberation program, several other general phenomena
that were important. These-included : the tariff reduction on the intrazonal trade of certain

goods under LAFTA, the adoption of Decreto 444;) of 1967 in Colombia, the expansion of



world trade in the early 1970's and the economic fluctuations that characterized several,

of the member nations '(‘especially the increase in Venezuela's capacity to import and the
balance of payments deficits of Peru and, to a lesser degree, of Chile towards the end of -
the period under consideration)';\g{:'é{&;;di hé]}f“,_if'_i_r_;_ig:jbelieved that these are the " principle"”
participating phenomena, it is necessary to proceed to investigate to what measure each one
of them is related to the " net " effect observed. However, the preceding assumes that all

of the phenomena to be studied are clearly * isolatable " and identifiable. If they are not,
only under certain very special conditions would it be possible to " risolate," more by

exclusion than by inclusion , the effects specific to eachone of them.

The analysis regarding the possible effects of the different phenomena was conducted in two
successive stages. The first stage consists of a multiple correlational analysis carried qut at
the level of each member nation and the second consists of a multiple correlational analysis
of all of the members considered simultaneously ( but not in aggregated form ). Once again,

the tariff item level is the basic unit of analysis,

Prior to continuing any further, a clarification in requisite;. Up to this point the analysis
has yet to explicitly eaddress the fact that the Andean liberation program is shaped around
two basic conceptual mechanisms that are operationally different from one-ano{rher. These
two mechanisms are : the tariff reduction proper and the para-tariff liberation, i.e., the

elimination of restructions of all types on intrasubregional trade. This being the case, if

it is desired to understand the individual effects specific to the program, it is requisite
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that those effects be differentiated according to the mechanism to which they correspond.
Such a differentiation is all the more urgent the greater the importance assigned to para-
tariff restrictions in the foreign trade policies of the countries considered, that importance
beir;g considerable in the cases of some of the Andean countries ( e.g., Peru and Colombid).

Under such circumstances the individual effects can come to be significantly different from

 another which would lead to, among other things, conclusions regarding economic policy

that would be of particular interest 1/. Now then, given that restrictions of all types were
to be eliminated by no later than December 31, 1970 ( except for the products reserved ﬂ;)r
industrial programming and the products imported by Bolivia and Ecuador, for 'which the
elimination was to be effected at the moment in which the corresponding tariff reduction was
initiated 2/ ), and due to the elevated concentration of Colombia’s subregional trade in the
automatic tariff reduction and reserve lists, it huppe;-ns that the study of the behavior between
lists would be one that would observe, in general, the two effects taken in their entirety and
not separately, Accordingly, the necessity of such.a differentiation is all the more evident

in the case at hand.

The present level of analysis:seeks to rgspondj_o_;his:v.er:y__gece__;s_ity‘. In order to do so, a type
of correlational analysis is developed that permits the differentiation of the statistical relation
existing between the regional intertemporal dyriamism ond:the margins of -preference granted

for the conéept of each one of the mechanisms of the Andean liberation program

For example : In the cases in which a " quasi-prohibitive " restriction is applied to imports
coming from third countries ,but is eliminated for those coming from partner nations, this would
be equivalent to, at least theoretically, @n "infinita" tariff reduction. Its effect would probably

-be greater than the tariff reduction of several percentage points.

Article 46 of the Cartagena Agreement.
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1. Atthe individudl country level .
At this stage the.intention is one of studying up.to?.whur point two of the selected phenomena,

the Andean liberation program and the LAFTA tariff reduction, are statistically related with

the " net " effect observed on Colombia’s subregional trade during the peried of reference .

For this purpose a system of multiple correlation was utilized that relates, atthe item level,

the regional intertemporal dynamism of trade with  the corresponding margin of tariff

preference for the concept of the Andean Tariff reduction and with some " proxies "

via " dummy " varicbles ) of the margins of para-tariff préference implied in the subregional
y p p

liberation and in the National Lists of LAFT A conceded to that trade by the partner country

of reference  1/. The operationalization of the system in described in Appendix C.

However, before continuing any. further several qualifications should be stated. 1) Given

the " unstable " character of the level of the tariff applied by the member nations on imports

coming from third countries it is necessary to take. into consideration the tariff effective at

The margin of preference is defined as the tariff concession; ( in ad-valorem tariff percentage
points ) grarted by a member nation of the integrated area to imports coming from a partner
nation over unity plus the corresponding ad-valorem tariff ( in percentage points ) on imports
coming from third countries, Its operationalization appears in Appendix D.

The tariff concession is the difference between the tariff { in percentage points ) effective in
a member nation on imports coming from third countries and the corresponding effective tariff
on imports coming from a partner nation of the integrated area.
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diverse points during the period analyzed. Accordingly, it was decided to subdivide

the period following the Andean tariff reduction taking-effect into three subperiods,
namely P:ll970—72, 1973-74, and 1975-76 and to calculate, for each subperiod, the
annual margins of tariff preference, ot the item and member nation level, on the basis

of the respective tariff applied to imports coming from third countries during the years

1972 ( February ), 1974 V(.January ), and 1975 { October ), respectively, and that effective,
year by year, for imports coming from partner nations. This ;;'orocedure was all the more
requisite due to the important modifications introduced into the import pcﬂicies of some of
the member nations during.the period of c:r;alysis ( especially-in Chile after -1 974},

2) A ' dummy " variable was utilized for the mt:lrgin of para-tariff .preference conceded for
the concept of the Andean liberalization duL;dtifficulries entailed in the calculation of

the ad~valorem ta#iff equivalent { for this type of restrictions. In spite of the fact that

a defined methodology exists for realizing this calculation, this requires the knowledge of
the national and international prices at the level of the homogenous good which is, in
itself, a difficult task to carry out in practice and a task all the more difficult when as

many as 413 export items and 119 import items are involved, as is the case in the investigation

at hand 1/. Such a calculation would constitute a separate investigation in and of itself,

¥V The reader interested in empirical studies regarding the degree of protection granted by

T quantitative restrictions can consult, among others, Barberi, F., ond Garay, L.J., " La
Industria Colombiana de Pulpa, Papel y Cartén frente a la liberalizacion del Comercio
Exterior , " FEDESARROLLO, Bogotd, ~November, 1977, ( mimeo ).
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At any rate, the approximation utilized appears to be sufficient for the purposes assigned
to it in the correlational analysis. As with the tariff, the import regime was studied under

each one of the selected subperiods.

3) The concessions included within the LAFTA framework were represented via a " dummy "
variable for basically two reasons. First of all,' because the concessions were not necessarily
expressed in ad-valorem tariff ferms,‘ which leads to the type of problems that have already
been mentioned and, secondly, because, in constrast to what has occured up until this point
in the Andean Pact 1/, the concessions agreed upof;n within- LAFTA have su’r'fered_":fan almost
generalized lack of fulfillment, which makes the measurement and analysis of the margins

" theore tically " conceded not only irrelevc-lhr, but " c.iistorring " as-well, However, it was
decided to include this variable due to the important degree to which the goods included in

the National Lists parricipcfle in Colombia's subregional trade ( See Section ID }.

4) The present analysis has to be understood as being more one of multiple correlation than

one of regression, proper. The purpose of this analysis isl to investigate the degree of statistical
relation between variables rather than to infer cause and effect relations between them. For
the latter, it is necessary to develop a strict regression medel whose specification is not
exempt from the serious theoretical problems related with minadequate specification of the

" true " behavior of the foreign trade of a country ( especially a less—developed one ) from

1/ ‘For the fulfillment of the Andean liberation program see, among others, Garay, L.J., and
Pizano, D., Grupo Andino : Objetivos, Estrategia, Mecanismos y Avances, Edit. Pluma,
Bogotd, May, 1979, chapter 5.
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the difficulties involved in the interpretation of the estimators entailed. The intention here
is not one of putting forth a correlation model to be utilized as a regression medel for the

behavior of Colombia’s trade with the Andean Group.

5) Finally, the model of correlation was inﬁially a linear one ; later,in order to comoborate
the results obtained, a quadratic one was employed for the variable of the margin of tariff
preference, with a linear one being used for the remaining variables. A logarithmic model
was not utilized for the reason that the " dependent.> " variable, i.e., regional inrérremporal

dynamism, can be and, in fact, frequently is, negative.

Taking the case of exports ( see table N°9) it is found that : 1) the Andean liberation and
LAFTA tariff reduction phenomena cre ,. taken together,. correlated at no more than 3%

( coefficient of multipie correlurion,v r 2) with the " net " effect oﬁ regional intertemporal
dynamism of Colombian exports to the Andean Group ( as a whole and at the member nation
level ). This implies that there are probably other phenomena;systemmatically acting upon,
with statistically greater significance, the behavior observed. 2 ) Obviously, and as a
consequence of the preceding, statistical differences were not observed between the member

countries of destination V.

1/ The only individual estimate significantly different from zero is that of the National List

~ yariable for Colombian exports to Ecuador. However, given the coefficient of multiple
correlation in this case ( 0.026 ), it is not statistically appropriate to arrive at definitive
conclusions regarding how this variabie relates to the behavior studied.
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3) The behavior at the level of groups of goods was significantly equal '(.ar the 5% level
of reliability ) to the corresponding average behavior, as was to be expected from the
first findings. 4) The precediﬁg conclusions did not vary statistically with the concept:
of dynamism, nor with the :geographic areas of " control," nor with the alternative

measures utilized.

The average findings with regard to subregioﬁal imports are' equivalent to those for ‘exports,

for which it is not necessary to repe&t them again here ( see Table No 10). However, an
interesting behavior is notable dIHHe level of goods. The oﬁly'type of goods imported by
Colombia from the Andean Group for which the pheﬁomeﬁu studiedachieved o not unappreciable
multiple cotrelation ( from a coefficient of 35% for Bolivia to one of 51% for Venezuela ) is
that of primary goods. In spite of this, the individual estimations are not significantly
different from zero; with the exception of those corresponding to para-tariff restrictions for

the cases of imports coming from Peru and . Venezuela ( which are greater than zero at the

5% level of reliability ).

Thigs, it is evident that the " net " effect cbserved oﬁ the regional intertemporal dynamism

of Coiombia's trade with the Andean Group during the period of refaence is not significantly
related ( in statistical terms ) with the Andean liberation program and with the concessions
agreed to within the framework of LAFTA. Moreover, then is no e'videﬁce of a significant
individual relation on the part of either one of these pheﬁomena. If there'has beén some

statistical relation, this would be with the dynamism of Colombian imports of primary goods



coming from Peru and Venezuela, but on the part of the Andean liberation méchanism (i.e.,
the elimination of restrictions of all types ) .. However, even in this case it is not  possible

to arrive at definitive conclusions regarding the possible * effectiveness " of the Andean
liberation mehcanism for -the reason that, among other things, it could be deduced that, in
general, these are precisely the type of goods iﬁ which these member countries of origen have
to possess a minimal relative international production advantage { e.g., due to the availability
of natural resources } and whose-international trade is particutarly determined by " quasi-
structural " insufficiencies in the domestic production; of the importing countries 1/. Consequently
it is possible to assert that the Andean liberation program has been insufficient, at least as of
1976, to promote a significant regional intertemporal dynamism for Colombia's subregional
trade which would contradict certain general theoretical postulates and, in certain measure,
the objectives sought by the planners of the Cartagena Agreement via the adoption of the

program of liberation in the Andean Pact .

As can be noted, these findings corrcborate certain preliminary, but fundamental, conclusions
posed in the preceding levels of analysis. These include the conclusions related with the

relative general * ineffectiveness " ( in terms of the type of dynamism generated ) of the

1/ This is particularly relevant in the case of Colombian imports coming from Venezuela in as
much as the principal primary product concerned ( crude petroleum .oils from bituminous
minerals ) was included in the list of automatic tariff reduction ( and, there fore, subject to the
elimination of restrictions of all types once the.liberation program came into effect, that being,
in this case, in 1974 ), It was precisely in that year that Colombia begin to import that good
due to the scarcity of its own internal production. Accordingly, it would not be surprising
that, in this case, the scarcity factor was being captured by the liberalization variable.



Andean liberation program with respect to Colombia's trade with the Andean Group during the
first six years of that program's operation ; the ;doubt expressed regarding the assumed relation
between the liberation program and the rt—-:giOnul intertemporal dynamism=1_e‘xpé'rieﬁéed'_Ey
Color;lbia's exports to Venezuela ( the case that arose in Section |A and under the preceding
headings of this section as the mo;r like!yqéﬁﬁd&a fo have be;an " favored " by that program };
and the statistical : jindependence of the behavior observed with respect to the technical -

economic characteristics of the goods traded.
2., At the level of the member nations taken simultaneously,

Having investigated the individual effects of two of the phenomena considered here, it remains
to analyze the effects corresponding to the remaining phenomena. Via the correlational
analysis af the Iével of all of the member nations examined simultaneously ( but , again, not
in aggregated form) the investigation proceedsto study the effects of the expansion of world
trade in the early 1970's and of fhe:economic,fluctuurior;s occurting in the member nations,
Taking the Andean narior;s simultaneously makes it possible to ‘stm.:ly the " net " effect of the
relative fluctuations of their economiés with respect to the external geographic areas of

“ control.", it is precisely In this point that the advantage of this type of correlational

analysis is noted,

" Given that the most interesting aspect in this analysis is the relation existing between such
phenomena and the regional intertemporal dynamism of Colombian trade with the Andean

Group, it would be possible to think that the most relevant economic fluctuations are those



related with the foreign trade of the countries being considered. There., are, in addition,
other substuntive'igzﬁpfrizgrhat make the choice -of variables of this type requisite. For

example, the fact that a country experiences a substantial increase in its capacity to

import does not necessarily imply, per-se, a comrelative increase in the level of imports
realized by that counfr):.;'rhisff:‘] will be dependent upon the import policy that is

adopted _-_s:r}-1e more restrictive that policy, the lesser the relative increase in imports,

Thus, ceteris paribus , the changes ocurring at the level of the total imports effected by

the economies that experienced fluctuations, ate those that have to have, in the final level

of on;xlysis, a determining influence on what the other countries export to them. It is for

this fact that, for the present study, it is suitable to make specific reference to the .
fluctuations in the level of imports of the countries under consideration. In this manner,

the two phenomena presently being analyzed have to be quantified in the same terms, i.e.,

in terms of the magnitude of the changes resulting !n the level of total imports effected. The
simplest manner of quantifying such chqnges isthiough the rate of growth of total imports. Now
then, because it is sought to study how these changes relate with the regional intertemporal
dynamism of Cofombia’s trade with the Andean Group,- it is evident rhc;t these changes have to be

measured at a regional intertemporal level as well . This means that the measure of the two

" phenomend in question has to express the regional difference ( member country of destination

vs. geographic area of " control ") in the rate of intertemporal growth ( period subsequent-to
liberation's staking effect menus the prior period ) of the total value of the imports realized

by the countries ( areas ) being considered 1/. As canbe obse:rved,,.rhe two phenomena being

Its operationalization is described in Appendix C.
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analyzed can be operationally expressed through one sole variable fhaf not only represents
them adequately-, but is also the variable that permits their eXpres#ion in the same relational
plane utilized throughout the system. In order to make the l-ermfnology employed up to this
point uniform, this variable is referredy’to as the regional intertemporal dynamism of the total

value of the imports realized by the!" member country of destination being considered 1/.

The * model. " utilized ot this stage of the analysis is a system of multiple correlation that
relates, at the. item level, the regional intertemporal. dynamism of trade with the variables
used in the preceding stage and:)with an additional variable, that corresponding to the
regiondl intertemporal dynamism of the total value of the imports realized by the member: "
country of destination being considered ( see Appendix C 2). Posing the " model " in this
manner, it is evident that the estimation of each and all of the parameters corresponding

to the three phenomena now analyzed is only possible for the caseof Colombicl'; subregional
exports. In the case of imports it is impossible to statisti-cally estimate the individual ,
parémeter corresponding to the variable of the regional intertemporal dynamism of the total
value of the) imports realized by Colombia ( the member country of destination being
considered in this case } because, given a geographic area of " control , " this variable is
independent of the member country of origen c;nd, therefore, constant { between member
countries of origen ) and perfectly multicolinear with the indépendent variable. It should
be remembered that in the Ycase of Colombian exports to the Andean Group, that variable

varied according to the member country of destination { now Colombia is the member country

of origen ) and, therefore, it does not remain constant when all of the countries of

This value refers not only to imports coming from the Andean area but to imports coming from

third countries as wel .
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destination are taken simultaneously.

On the basis of the empirical correlational analysis it. is found that 'I ) The phenomena,
in their entirety, are correlated, on the average, at no more than 1.6% 1/ Swiith the
regional intertemporal dynamism of Colombia's trade ( or better, exporis ) with the

Andean Group %/ ;This implies that there are other yet-to-be-considered-phenomena
that have systematically acted upon the behavior studied and that have done so with

a greater influence. 2) In spite of the fact that the introduction of the new variable
does not increase the c_oefficienr of multiple correlation to significant levels ( in
statistical terms ), the average estimator of the respective parameter is statistically
greater than zero at the 1% level of rleliabiiit_y. This fiﬁding would imply , as had been
foreseen in the beginning, a positive average relation between the regional inferterﬁporcl
dynamism of Colombia's exports to the Andean Group and that corresponding to the value
of total imports of its member countries of destination. However, no definitive conclusion
can be extracted from this, si‘nce the coefficient of multiple correlation ( both at the level
of groups of goods and af the average level ) was not significant and the individudl

estimator in question was significant for only one of the eight groups of goods analized.

174

Y

This coefficient does not surpass 4.5% in the analysis at the level of groups of goods.

It would not be surprising sthat this conclusion was applicable to the case of imports
due to, among other reasons, the statistical independence .of the analysis with respect
to the areas of " control . *
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3) The preceding conclusions did noti;vary with the concept: jof dynamism, nor with the

areas of " control, "/'nor with the alternative measures utilized.

3

Three phenomena having been analyzed, one remains for consideration 1 the export
promotion policy adopted by Colombiain 1967. While the design of this policy is notan
explicitly regional one, it is necessary to demonstrate that it has not brought with it
regionally localized effects ( see preceding heading A) . A preliminary conclusion derived
from the regional and the intertemporal analyses cr;d]from the correlation analysis conducted
would be that this policy has not had such effects. This is due to the fact that the behavior
observed up to this point by Colombia’s subregional exports has not varied significantly
according to the geographic " control™.areas. However, given the lack of statistical
significance of the multiple correlation coefficient in this analysis, this type of inference

can be subject Yo serious errors. -For this reason it is suitable to make additional checks.

As the policy is not, at least in principle, discrimi?;:rory between areas of destination

(i.e., it is not regional ), it has to be studied statistically through an intertemporal

model for each one of the ‘different areas of destination taken separately. For this a
correlational system was utilized that related, at the item level, the intertemporal dynamism
of Colombian exports with the variable of the intertemporal policy of export promotion.
Once estimations”‘were made for the system, the individual behaviors were statistically
compared through a  cross- sectional " analysis. In this manner the practical regional

effect of this policy were investigated. Towards this end the policy was quantified in terms
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of the direct V(VCAT- ) subsidy, and in‘terms of the subsidies implicit in the Va! ieio Plan
and in Proexpo credits 1/, in as:"much as these constitute the three principle export
promotion mechanisms 2/. Now then, given that the value of such subsidies varies
from year to year, this would imply the necessity of calculating those subsidies at the
level of the 413 export items selected for each one of the eight years { 1968-76 )

during which this policy was observed ~ a task whose magnitude made requisite the

The implicit subsidy of the Proexpo credit granted for the exportation of one dollar of

ot I

good T[F (SCP{)is:

where CP | =Value ( US$ ) of the Proexpo credit granted to exports of good " [.2:
i = AnnuilProexpo credit rate.

r = Annual market rate.,

P = Payment period ( in annual terms ) of the Proexpo credit,

X j = Value (US $) of the exports of good " {."

For its part, the implicit subsidy of the Vallejo Plan is the tariff sum ( US $ ) not paid
to the State for the conceptsof the importation of the intermediate goods utilized in the
exportation of one- dollar of a final good.

Given that the nominal rate of exchange was ~the same for all goods ( i.e., a general
non-discriminatory rate ) and, as a consequence, that the real rate of exchange should

have been the same as well, but at the level of each country of destination being considered
{ despite the differences in real rates between countries ), this rate can not be considered

as an " independent " variable in the system utilized here.
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the adoption of an approximative calculation. As.the basic data for the quantification,

at the item level, of the respecrive,suBsidies, utilization was made of the CAT effective

" in the years 1968,1970,1972,1974, and 1976 , the Colombian tariff applied in 1970,
1972,1974 and 1975, andf-for reasons of available information 3 “the value of the credits -
conceded by Proexpo in 1976 ( the only year for which the official information was consolidated

and verified for consistency at the tariff item level ) . There is no doubt that this

approximation is sufficient for the " modest " purposes of this analysis : the statistical study

of the regional}effecrs of the export promotion policy on the behavior of the goods exported
by Colombia to the i /Andean-Group. It would be another thing if the objective were one of -
analyzing the net effects of that policy on Colombian exports sif\ce this would require the
specification of a more " complex " model than that proposed here and, obviously, a more

exhaustive quantification of that policy.

On the basis of the crgss-sectional analysis it can be infered that there are no significant
diferences ( at least at the 5% level of reliability ) in the behavior observed between the

" control'areas . In other words, it is not

different member nations and the geographic
&ﬁectab!e that the Colombian policy of export promotion has had, at least as of 1976, |
regionally localized effects agair;, this does not deal with nét effects ) . Accordingly,
it is possible to assert, by exclusion rother than by inclusion, that this policy ‘has not

been significantly related with the regional intertemporal dynamism of Colombian exports

to the Andean Group during the periof of analysis.



Finaliy, prior to concluding this discussion,it is suitable to make allusion to one additional
phenomeneon that, up to the moment, has not been treated in detail but that has arisen as

an interesting aspect -vﬂth regard to the distribution and geographical trajectory of Colombia's
trade with the Andean Group. This additional phenomenon is the proximity or, better, the

" contiguity " of certain member nations. In effecr; it was shown in Section |A how
Colombia's subregional exports not only had tended to be concentrated in the two " border "
countries (i.e., Venezuela and Ecuader which in combination, represented 80% of total
exports in 1975 ) but that, i|;1 addition, one of these two markets ( Venezuela ) had experienced
such aﬁ average dynamism that it had become the " dominant " market for Colombian exports. -
Meanwhile; in Section Il it was concluded that up through 1976 the " border " markets had
served, ina certain measure , as " platform " markets for the subregional ( but not the
extrasubregional ) exports of Colombia, Towards the end of statistically srud)-(ing the possible
relation existing berv;feen geographical " contigyity " and the dynamism of Colombia trade
wrifh the Andean Group, it was decided to later include into the final correlational system

a discregt " independent " variable that would be expressive of the geographic »
characterization of the markets ( of destination or origen, according to the case at hand )1/,
While the intention with such a variable is not one of measuring the influence of
transportation costs on the trade being consideted, the variable is appropriate for:_f:',

differentiating the geographical characteristics of the markets.

The variable was defined as follows : Ecuador and Yenezuela, 1 ;' Peru, 2 ; Chile, 3 ; and
Bolivia, 4. Special emphasis was given to the differentiation for Bolivia due to its land =
locked condition and what this means in terms of its effective " proximity " with respect to
Colombia,
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On estimating this final system of multiple correlation it i;f» fc;und that the estimator of
the parameter corresponding to the * contiguity " variable is ricir significantly different
from zero “leither ot the average leve! or"at the level of groups of goods { both for
Colombic;:s. subregional exports and imports ). -This implies that the " border " character
has not been significantly related with the regional intertemporal dynamism of Colombian
trade with the Andean Group during .the pefiod of analysis, Fuithermore, this finding is
consistent with those obtained in this final stage of the analysis and, in particular, with

the gbsenze of significant differences in the behavior between member countries of destination

( origen ).

On the basis of all of the analysis conducted one undisputable conclusion ;stands out :
Neither the Andean liberation program nor any of the other phenomena studied { namely
the concessions agreed to within the framework of LAFTA, the macroeconomic fluctuations
that have characterized the economies of the countries with which Colombia trades, the
export promotion policy adopted by Colombia in 1967, and the geogruphié " contiguity "
characteristic of the partner markets ) have demonstrated, at iecsr as of 1974, a
significant relation - neither individual nor in their er;firery - to the regional intertemporal

ihere

dynamism of Colombian trade with the Andean Group. This necessarily implies that/&re other

phenomena different from those studied here, perhaps not only general phenomena but ones
specific to the micro level { e.g., the temporal conditions of international markets and of
domestic supply ; changes in productivity and in its consequent variations in terms of

international competivity ; both productions dominant " transnational- national " character
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and its structure of concentration ) that have, at the final level of analysis, a particular,
determining influence on the behavior of-Colombia-‘s subregional trade. It is essential to
emphasize that this conclusion does not in any manner mean to imply, per-se, that the
behavior of Colombia's foreign trade. The true reach of this conclusion is restricted to
indicating, solely and exclusively,. that even if such phenomena have exercised such a
crucial role,. this has not has not been " localized ‘“ with an intensity sufficient to
significantly affect the regional intertemporal behavior of Colombia's trade with the
Andean Group during the period under consideration. If it were desired to analyze the role

of those phenomena with regard to the general behavior of Colombia's foreign trade it

would be_essential to approach such an analysis via a different and more complex analytical
schema than that developed here. Finally, it is not neccessary to further emphasize the
reliability of the analysis at hand and the strict consistency of the results found at its

various stages.,

A NOTE REGARDING <THE SO-CALLED " WELFARE EFFECTS * OF THE ANDEAN

LIBERATION PROGRAM ENTAILED{:FOR COLOMBIA.

While it is not the purpose of this zinvestigation to study the " welfare effects " (to use
the terminology of orthodox theory ) derived from the Andean liberation program during

its first six years of operation, it is suitable to make at least brief mention if this regard,

in as much as it is well known that this has been, precisely, the object of study of the large
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majority of the analyses realized up to the present regarding the different geographical

areas that have followed a process of economic integration. The interest in this section
consists in illustrating how an exclusive analysis of " welfare effects * ( specifically an
analysis of the creation and diversion of trade at theyaggregated [evel ) does not

necessarily capture the " true " effects that could be assigned to a process of integration

but can , on the contrary,lead to erroneous conclusions.

A fundamental and,- perhaps; the most important ;éason why so much emphasis has been
placed or; the study of trade creation /diversion effectsresides in the fact that the
p'Ionegring theoretical contribution of Viner defined, to.the large extent, much of the
later conceptualization andrevolurion of the orthodox theory of economic integration

( particularly , that of customs unions ) .This contribution concentrated on the analysis of
trade creotion/diversion; effects to which a direct connotation of welfare gain/ loss was
assigned, respectively. Despite the undoubtable significance of this contribution, it has
been demonstrated, even within the grumework. of orthodox theory, that such effects entail
certain conséguences, in terms of welfare, that generally can not be determined apriori.
Some of the situations in which this con.clusi.on has been arrived ot are the result of
relaxing Viner's assumptions regardingthe non-substitutability of consumption 1/ and

regarding constant production costs 2_/ . It has also been recently demonstrated how

2/

This case was ﬁf,ér studied by Gehrels, F. " Customs Unions from a Single Viewpoint, "

RES, 24 (1), 1956.

This situation was treated by Melvin, J., * Comments on the Theory of Customs Unions, "
Manchester School Eco. Soc. Stud., June, 1969, pp.161-8 ; and by Bhagwati, J., " Trade
Diverting Cistoms Unions and Welfare Improvement : A Clarification, ™ M.1.T. Working paper,
1970,
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the basic concepts of Viner are only applicable within the specific context of his mode!
{i.e., 2 goods, 3 countries ) and how once the level of aggregation of the goods
considered.in his‘unolysis is altered, the " conventional " propositions.regarding welfare
effects lose their validity 1/ . For this and additional w<reasons, it only remains to be

said that some general traditional principles regarding the consequences of integration in

the particular case of less-developed countries can be{rightly considered as " irrelevant "

y.

Without entering any deeper into the theoretical argument { that not being the purpose of this:
essay } it is sufficient to point out the limitations and the absolutely restrictive character of
the ge ncn:;al conclusions regarding welfare effects that can emanate from ¢ mere and
exclusively conventional aﬁalysis of trade creation /diversion in an integrated area

( particularly when less-developed countries are concerned, as is the case of the Andean

Group ).

1/ Collier, P. ,V " The Weifare Effects of Customs;'Unions : Anatomy, " EJ, 89 , March,
1979, pp. 84-99 ; and Collier, P., " The Welfare Effects of Customs Unions : Results
from a New Model, " mimeo ‘aawaiting publication }.

2/ Garay, L.J,,, ibid., pp. 279-82
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This qualification having been made, it is fitting: to ask :being that no significant relation
was found between the Andean liberation program and rhé regional intertemporal behavior

of Colombian trade with the Andean Group, is ir' possible to expect that that program entailed
trade creation/diversion effects for Colombia. Is the preceding response corrcborated by a
mere empirical analysis of trade creation/diversion in tolombia ? if not, is there some \

inconsistency between the results;found?

*

Obviously, if there is n_-cgi a signficant relation between the Andean liberation program and

the regional infeﬂemp3r0| behavior of C'olombia‘s trade with the Andean Group, ceteris

paribus, there do nﬁ;ihave to exist significant effects, specific to that program, in ‘terms of

trade creation/diversion for Colombia. However, this does not necessarily imply that, in

F.;racrice , creation /diversion effects can not be observed, particularly " gross " creation/

diversiol effects, as they are usually measured 1/, While such effects can be significanf.ones,
e

they car/produced by participating phenomena other than the “Andean liberation program itself.

This is especially likely; \when integration schemes with an intensity less than that of a customs

unior; are involw)ved for,. -, among other reasons, the non-uniformity, among member nations, of

the margins of preference conceded ( as is the case of the Andean Group up to the present, since.

a common external tariff has yet to be adopted ). Now then, if this were the case, there would

be a contradicticbetween the analysis of the " effects" of the liberation program on the regional

-

1/ Balassa, B., ibid., pp. 91-108.
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intertemporal behavior of Colombia's trade with the Andean Group and the analysis of

trade creation /diversion for Colombia, However, the contradiction is more apparent

than real . The results of the two analyses can be perfectly consistent since they do

not refer to the same phenomena being studied. While the.first concentrated on the
effects specific to the program, the second makes reference to the combined effect of
all of the diverse participating phenomena ( one of which is the program of liberation ).

Rather, what this would imply is that one cannot derive, on the basis of a mére empirical

analysis of " gross " trade creation/diversion, definitive conclusions regarding welfare

consequences or regarding the effects specific to the program.

In order to zarrive at conclusions regarding the trade creation/diversion effects specific
‘to the Andean liberation program ';'cor'{c,l‘bﬁ;o:{?_fthafjsi;;j;fx,dfr};iifr'nqmﬂ:of rigor ( although,
in practice, it is impossible to arrive at com:lusioﬁs with a level of rigor that would-"i'eg’vé
nothing to be desired for the reusbﬁ that, among other things, even the theory has yet to
arrive at th-is type of cqnclusioﬁs for simplificatory but appropriate schema ) - it is first
requisite to " isolate “Irhe general effects corresponding to each one of the partidpating
phenomena and later, once these are " isolated ," to apply a methodology appropriate to
the quantification of the specific-" i;wdividualj " effects in question ( in this case, the
creation/diversion effects specific to the program ') . ir is clear that such a methodology
has to be rig@irously‘consisrent with that utilized in " isolating " the effects, since those
should constitute an inseparable correlative unit to the phenomena being analyzed. It

is precisely-in the omission of the first stage of the analysis and, therefore, in the
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" disintegration " of the diverse analytical stages, in which the crucial defect of the
" conventional " empirical measures regarding the creation/diversion effects specific
to tariff reduction ‘is{igoofed. Accepting the suitability of the methodology developed
here for the first stage of the cnuiysis; it is clear that r'he. methodology to be applied
for the measurement of creation/diversion effécrs should begin with the categories,
fevels { intertemporal , regional ) type ( statistical ,. correlational ) ,' and basic unit of
analysis as those utilized here. In a later work a detailed discussion vill be offered,:' |
regarding the methodology to be employed for such purposes with a presentation of the

results that are applicable to the Colombian case included.

In this investigation the " conventional " measure of trade creation/diversion was calculated
through the comparison of  jex=pdst * income demand elasticities for intrasubregional and
extrasubregional imports for the periods prior to and following the Andean liberation program's

entering into effect 1/,

The ex-post income demand elasticity for imports is defined as the rates of the average
annual rate of growth of imports to the average annual rate of growth of gross domestic
product ( both at constant prices ).

An increase in the income demand elasticity for intrasubregional imports in the period
following the liberation programs taking effect in indicative of the " gross " creation of
trade. An increase in the income derril’and elasticity for total imports is indicative of the
" specific " creation of trade. f

Finally, in contrast to the preceding case, a drop in the income demand elasticity for
extrasubregional imports is indicative of a " gross " diversion of trade.



100,

On the basis of this analysis it is observed that of the twenty-one sections in which the
Nabandina tariff is.';:.clussified, there are three in which " specific " trade crectioﬁ

occurred ( chemical products, artificial plastic matériuls;- and clorhiﬁg } and three in

which " gross "-trade diversion occurfed ( wood products, precious metals and their
manufactures, and.optical instruments ). This resuit:} appears to be indicative that given
that there ought notﬁro be.significant effects specific to t‘he Andean liberation program,
the other parficipatfng phenomena { and not just those considered in the preceding section -
remember that.there exist other < »non-identified but determining pheﬁomena as well ) have
“not, in their entirety; exercised an influence such as to produce " gross " creation /

(}diversion effects of amore generalized manner {at the fevel of groups of goods } and/or
that the structure of Colombian imports coming from the Andean Group not enly has not
varied significantly but that, and all the more importantly, continues to be concentrated

in certain specific goods in which the member countries possess an undeniable production

advantage ( such as was shown in Section | A,.B,A ond C ).

Moving on, it should be mentioned that the statistical checks realized with the

alternative methodology to be presented in a wbsequeﬁt work demonstrate that the creation/
diversion effects specific to the liberation program are not significontly different from
zero -~This is the logical result that was to be expected from the preceding orgumenfation.,
At any rate, tl;le preceding findings already suggest the dbsence of significant trade

creation/diversion effects for Colombian during the period examined.
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Additionally, it is of interest to make reference to one of the static costs derived from

a parcial equilibrium analysis that is incurred by al member nation of an integrated area
when it.adopts a program of tariff reduction, These static costs are the fiscal costs

resulting from tariff reductions on the imports coming from purfne;' countries 1/, If the
value {( e.g., U3$ )Cgf}hégaverage tariff concessions per dollar of imports conceded

by Colombia jto the Andean Group countries ( as markets of origen ) is compared with the
value (US $ ) of the average tariff concessions per_dollar of exports granted by Colombia's
partner countries ( as markets of destination ),‘ it is found that Colombia " received "

68 cents for every dollar " conceded " duriﬁg the 1971-76 period. This means that Colombia
appears to have incurred @ " net " static fiscal loss as a result of the tariff reduction in the

Andean Pact during the period under consideration . The situation varied according to the

" member nation considered : Ecuador { for every dolfar " conceded , " Colombia received

1.1 cents ; 0.011) ; Bolivia ,. 0.026 ; Chile ,- 0.035'3; Peru, 4.20 ; and Venezuela ,
6.50 . The explanation of this-behavior resides in the following : Ecuador and Bolivia,
in addition to having had, on the average,a deficit trade balance with Colombia, enjoyed

--

a preferential treatment for their being relatively less-developed member ndtions { that

The first formal treatment of these costs was developed in Meade, J.E., " The Theory of

Books, .1972.
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consisted in that, according to the original text of the Agreement, they would initiate
the automatic tariff reduction December 31\, 19‘?@‘} at the end of the period of analysis .
instead of December 31,1970, the initiation date for the other partner nations ) which
converted them into " net beneficiaries " of the tariff reduction on their trade with
Colombiqu(See Sectioﬁ IC) . Chife had a positive trade balance with Coic;mbia and
while 87% of its exports to Colombia enjoyed some tariff reduction, only 46% of its
imports coming from Colombia did so For Peru and Venezuela, _in spite of having
experienced adéficit trade balance with Colombia ( with import to export ratios with
Colombia of approximately 2:1 and 4; 1, respectively ), the greater average level of
their national tariffs ( 69% and 49%,. respectively ) with respect to the average Colombian
tariff (30% ) 1/ and the fact that in their trade with Colombia they were not " net
beneficiaries " of tariff reducfioﬁ ( see Table No 3 ),‘ converted them into the only

partner nations that suffered a * net " fiscal cost os a result Jof the tariff reduction on

their trade with Colombia during the 1971-76 period.

Without having wanted to imply at any moment that the only effect, nor the most

important effects, of a program of liberation are the " gross " creation/ diversion of
trade and the static fiscal costs entailed - in as much as there are a large variety of
effects involved in a program of liberation : direct and indirect ; primary ( e.g., oﬁ
the volume of imports ),' secondary ( e.;g.', on relative prices ); and tertiary { e.g., on

the adjustment of the balance of payments ) ; short, medium, and long term; static

and dynamic, with consequent repercussions for a large quantity of systemmic variables
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(.e.g., production, -consumpfion, employment, resource localization, investment,
accumulation, income and its distribution ) ~ nor that such effects can be properly
inferred from a partial  equilibrium analysis, mention was made of those effects solely
for the reaon that they are H-.le effects that are " best  fitted to the limited and specific

objectives of this section.

Prior to concluding the discussion ) in this section it should be noted that in order to

study all of the effects derived from economic integration; the elaborofioﬁ of an

analytical schema that permits the adequate representation of the object of study (i.e.,
integration ) is requisite. Such a schema presupposes a prior and strict conceptualization

of the essential characteristics of rhé relations that predominate in the system referred to.
At this point it is worthwhile to point out that in the present work mention has not been
made of some of the particular characteristics of the Ande.cm economics that may have had
a certain incidence on the behavior observed vnor of the consequences that would emanate
from this, To mention only one,‘ ﬁo investigation has béen made here as to whether, in
spite of the fact that the Andean liberation program has not had significant repercussions

on the regional intertemporal dynamism of Colombiaﬁ trade with the Andean Group, !'he
program might have generated, in some measure, a redistribution of income within and ;
between the member nations . As a manner of illustration one might consider the follpwing
situation ; The dbsence of a common extelinul tariff in the Andean Pact (i.e., the existence
of different national tariffs'f_'iwirh respect to third countries ) and the adoption of intraregional

trade liberation create some differential toriff ( and para -tariff, when this is the case )
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margins that can be enjoyed by determined firms localized within the area., Accordingly,

a firm situated.in a member nation and that has a relative monopolistic " power " in the
Andean market can " fix " ( within certain [imits, of course ) a policy of prices differentiated,
between the partner nations such that it can " captivate " those markets and, at the sometime,
" capture " the exact margin of preference that each one offers 1/ . This being the case, the
consumers. in the partner nations \;ould not : obtain any benefit whatsoever ( the internal price
would not change with the liberation of intraregional trade ), the State in such couﬁfries

would incur the fiscal costs resulting from tariff reduction, and the firm in question woul d.

increase its profits, There would be a redistribution of income from the State in the partner

The " fixed " price of exports to partner country " " (P ) is :

pj= (Pint +CTint) (1 +ATP])

';(‘_‘Ts|
1+ APS |
Where Pint = International price f.o0.b.
APS | = Country " j's " tariff ( in percentage points )‘C’E"impons

coming from partner countries ,

ATPj = Country " j's " tatiff ( in percentage points ) on imports
coming from third countries.
CT sji = Cost of transportation per unit of good between country " j "

and the partner country referred to.

CT “int = Cost of transportation peraunit of good between country " | " and

the third country referred to.
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countries to the firm localized in a member country. It would not be surprising for this
situation to occur with regard to the trade of certain specific goods ( especially of
non-traditional industri.es ) produced under moﬁopolistic or oligopolistic conditions,
with relatively " qdvaﬁced " technologies and, probcl'oly,' with some Foreigﬁ connection.

While the situation described should not have been significant in ®-global " terms, since

_this would have correlatively entailed o positive effect of the Andean fiberation program

on Colombia's regional intertemporal trade with the Andean Group, the monetary value
of such transfers could be an important one for certain firms, Preliminary information
regarding Colombian imports of certain petrochemical goE;';ds and synthetic fibers coming

from a partner nation suggest the presence of this type of situation.

o

I; is precisely characteristics of this nature that have to be introduced into subsequent
analyses regarding other aspects of Andean integration that are ﬁor treated here for their
not corresponding to the basic pufpose of this investigation. [n addition, due to their
importance and complexil'y,— these woﬁld constitute objectsof study in and of themselves,
meritous of separate and specific studies. Once again,‘ the purely illustrative character

of this section should be emphasized.

"CONCLUSIONS

During its first six years of operation the Andean liberation program has been insufficient

to significantly affect ( in statistical terms ) the regional intertemporal behavior of

Colombian trade with the Andean Group,).. This conclusion is intimately linked with,
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among others, the following characteristics exemplified by that trade during the 1966-

1976 period.

1) Just 35% ( 16% ) of the items exported ( imported ) by. Colombia. to (from ) the Andean
Group experienced an increase in average dynamism after the Andean liberation program
came into effect. In-addirion,. the average intertemporal dynamism of Colombia's trade with
the Andean Group was significantly less than that corresponding to Colombian trade with the

rest of the world 1/,

2) No significant variations were observed in the sectoral { 2 digit CUODE ) structure of

that trade.

3) A greater concentration { at the tariff item level ) was experienced at the lower end of
the distribution of accumulated participation of Colombian exports destined for the Andean
Group than for Colombia's tota!l exports ( excluding coffee - not only for its being Colombia's
principal export product but also because it is basically exported to non-Andean geographical
area ,but with a certain tendency towards comparative diversification at the ispper end of

that distribution { in particular, beginning with the seventh decile ). This tendency towards

relative diversification in the final deciles also occurs in the case of Colombian imports

coming from the Andean Group, but with a lesser intensity than in the ccsg:gfﬁexéo”ﬁs.

Colombian exports to Venezuela constitute an exceptional case {jin as much as they achjeved
a significantly positive regional intertemporal dynamism.
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4) De3|:;ire Vthe fact that this comparative diversification was the result of the greater
growth in the number of tariff items traded by Colombia with the Andean Group vis—
a ~vis the growth in the total number of tariff items.rraded by Colombia ( especially
with respect to the case of exports ) 1/, it can be noted that the sectoral composition

according to number of items, did not vary during the period either for Colombia's
——

subregional trade or for the country's total trade . This expiains, in part, not only

the " invariability " of the sfrucrﬁre of Colombian trade with the Andean Group

( characteristic ¥ 2 ,' aber ) ,' but also the relative permanency of the average participation,
at the sectoral ( 2 digit CUODE ) Ievel,‘,' of Colombia's trade with the Andean Group in
Colombia's total trade . Likewise; such diversification was insufficient to contribute to

the arisal of the Andean Group as o ™ plutfofm " mur.ker for :Colombian exports ( see

characteristic ¥ 7, following ).

5) While Colombia's exports to its " border " parfner-nations were the most diversified
SF 0 oma

( in average degree and throughout the entirety of the distribution of accumulated

participation ) of Colombian subregional exports, its corresponding imports coming from
the relatively {ess-developed member nations were the most concentrated of Colombia's

$mports from the Andean Group Thiswas characteristic in spite of the fact that the

In spite of this relative diversificafion,l the total number of Nabandina items exported by
Colombia is still clearly greater than the number of items destined for the Andean Group
( see Section Il ).
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relatively less-developed member nations have been ™ net beneficiaries " ( in the sense

employed here ) of subregional liberation:in their trade with Colombia.

6) There is a tendency for the partner nations to specialize, in their ex.porrs:f_d_ Colombia,
in rhosé goods for which those nations possess - and have possessed since prior to the
Andean Pact - an evident international production advantage ( er.g.,‘ goods derived from
natural resources } . It.is precisely for such goods thar{}demand depends, in general, more
on the conditions of domestic supply in the member nations than on the tariff reduction on
their ¢jptrasubregional trade. This ‘tendency is all the more accentuated the lesser the

degree of relative development of the partner countries as markets of origen ( characteristic

closely related with # '5,l above ) .

7) lt; spite of the liberation of iﬁrfasﬁbreg,ional trade, the Andeaﬁ Group, as a market of
destination, has not played the role of " platform " market for Colombian exports: . Now
then, the " border " partner naﬁoﬁs have tended towards this role, bﬁ for :Colombia's

subregional ( not extrasubregional ) exports and,— in turn ,. have become the " dominant "

markets for Colombian exports to the Andean Group.

8) The behavior according to the intertemporal, regional,.und regioﬁal intertemporal
dynamism of Colombian trade with the Andean Pact did_i::oi_} vary significantiy between
liberation program lists, nor between types of goods,- nor between geographical * control "
areas. In uddirion-, that behavior did not demonstrate a significant statistical relation

with the margins of preference ( tariff and para-tariff ) granted or received by Colombia
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as a result of the intrasubregional trade {iberation program.

exports to Venezuela ) and in which a " notable " effectiveness on the part of the Andean
liberation program would be expected ( since, among other reagons, more than 56% of the
value exported by Colombia to that country corresponded to liberation lists entailing some
degree of tariff reduction ) ,7 suffered a decrease in intertemporal ( but not regional ) dynamism

after the program had been adopted by Venezuela..j@'l' his occurred in spite of the Venezuelan

economi’s having experienced an " appreciable " increase in its capacity to import during

that later period.

Now then, neither the Andean liberation program nor the other phenomena studied here
( namely :the concessions agreed o within the framework of LAFTA, the macroeconomic
fi uch'mt.ions that occurred-in the countries with which Colombia trades, the export
promotion policy adopted by Colombia in 196;7;’,- and the geographic contiguity of the
partner markets ) have demonstrated, at least as of 1976, a significant relation.: neither

individually nor collectively *with the regional intertemporal dynamism of Cofombia's
Y s po

trade with the Andean Group. This implies that there are other phenomena different from
those considered, perhaps not only general phenomena but ones specific to the micro-
individual level as well (e,g, the temporal conditions of international markets, the level

of domestic supply, changes in productivity and their consequent variations in terms of

international competitivity, the dominant character and the degree of concentration of
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production ), with a specific, determining in the final level of analysis, influence upon
the behavior observed by Colombian trade with the Andean area, It is essential to
emphasize that this conclusion does not in any manner 'imi:!y, per-se-, that the phenomena

studied have not exercised an important role with regard to the general behavior of

Colombia's foreign trade. Its implication is restricted to one of pointing out,sclely and

exclusively, that even if such phenomena have exercised such a crucial role, this has
m————

not been " localized " with an intensity sufficient to sigﬁificdnﬂy affect the regional
intertemporal behavior of Colombia's trade with the Andean Pact during the period of

analysis.

Despite the preceding ,. the avel;ag:e dynamism observed by the total value of Colombian
exports other than coffee during the period suggests rhe‘presehce of some general factors that
ought to have been favorably affecting that dynamisrrl’). One of these factors could be , as
various authors have argued,- the export hromoﬁon policy adopted by the country beginning
in the mid- 1960%. Another factor +could be the state of the Colombian productive
structure that was achieved via, among other factors, the macroeconomic policies and their

respective growth schemes ( e.g .,ﬁsj‘_v%;@;‘-flo@kin’g ) followed during the latter decades.

If one wanted to know the specific role played by each one of those factors with respect to

and more complex schema than that developed here. MNeedless to say that the comparative

( international ) study of the structure of Colombian production (e.g., costs, prices,
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national-fransnational character, concentration, technological nature) would be.
indispensable to such an analysis -~ ‘at lqgs_r:‘;_’rﬁis___";ig;‘h what has been demonstrated within this

investigation.

The absence of a significant relation Eétween the And'eun liberation program and the
regional intertemporal dynamism of Colombian trade with the Andean Group could be
due, in some -measwe,‘ to certain cbhstacles faced by the program. Among such obstacles
mention would Have to be made of the following : 1) The tariff uhiverse subject to
reduction has been reduced by 30% as a resﬁlr of the lists of exceptions adopted by the
member nations. The relative importance of these exceptions is noted in the fact that,

as the Board of the Cartagena Agreement has pointed out * they represeﬁi' 20% of the
gross industrial production of the membel; nations ... and they have been concentrated
precisely ‘in those industrial branches that each member protects with the highest tariff. ..
1/. 2) The lack of harmonization of complementary policies, in particular with relation
to the common external tariff ( and its related dispositions ) and the norms regarding the
origen of goods. 3) A series of nonfulfillments on the parts of some member nations
during the first years that the program was in effect and of administrative problems

regarding the application of the dispositions agreed to 2/ . However, given the important

1/

2/
£4

JUNAC, ibid., pp. 84-6

" For example , by December 31, 1978,25% of the tariff universe traded was already free of

tariff ia‘.;;es.
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and due to the fact that the behavior observed did not vary ‘between lists of, between
types of goods, ner is related with murgiﬁs of preferen:ace conceded in practice 1/, it
should be pointed out that such obstacles wer-e not sufficient to explain and justify the
relative " ineffectiveness " ( ifithe sense employed here ) of the program of liberation
during the périod of reference g/ . It.is certain fhat the real achievements of the
program as of 1976 were " modest " ones iﬁ terms of the objectives that were assigned

to it.

. Likewise, it should be mentioned that if the conditions that have_ prevailed up til the

present continue,- one cannot expect substantial changes in the regional intertemporal
behavior of Colombia's trade with the Andéan Group in the near future . Only to the
measure that the obstacles confronted in the past are overcomey that the policies
related with the liberation program are harmonized, and that an adequate level of
productive specialization and harmonization is realized between the membz-ar nations,
can one expect more promising achievemen.ts‘. Agcin,- if it were desired to pose:a more
definitive judgment regarding medium-term perspecfive; a requisite first step would be

an understanding of the determinant factors with regard to the behavior of Colombian

In this respect it should be remembered that this investigation considered the tariffs and
restrictions effectively utilized by the member nations, taking into account the different
measures and dispositions ( e.g., exemption lists ) adopted in the program.

This does not mean to imply that the elimination of such cbstacles could not have some
effect on the future dynamism of Colombia's subregional trdde.
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trade and the diverse conditioning factors to which the schema of specialization and

Andean mi'egral'ion\qre\ subject 1 /

The short term :h:;'ihﬁeffeétiveness " of the liberation program with - regard to Colombian
subregiona! trade ( in the sense in which " ineffectiveness " is employed here ) does not.
imply that the Andean market is of little importance to Colombia ( either in actual or.i"_‘ .
potential medium and long range terms ), Among other fhings,l the fact that the Andean
area has represented 25.0% and 7..5% of Colombia's total exports ( excluding coffee )
and imports, respecrively,-- in 1976, that 42% of Colombian exports of intermediate and.
metalworking goods are destined for the subregional market, and that 40% of Colombia’s
imports of processed foodstuffs come ffom the Andean Group.,- is proof enough of its

relative level of importance.

The principal conclusion emanating from this investigation. entails consequences of a
theoreticallcharocrer and for economic policy that cannot be taken lightly. On the
theoretical plane it is suitable to mention that f.he_situation observed is not only consistent{” _
with the postulates of alterndative theorétical schem-asrl?qf,;rhat, iﬁ addition, it is not as
surprising of a situation as one might at first think. - The orthodox theory would foresee this

situation occurring ( especially in the short term)) in the case of the Andean nations due to,

Y

With respect to this subject it should be remembered that what has been argjied here has
been in specific reference to the case of Colombian trade with the Andean Group.However,

| while-it is not possible to rigorousty derive from this study what are the specific effects of the

liberation program with respect to the.trade of the other member nations, the aggregated
behavior of Andean“trade doring the period suggests the almcs} sgeneralized nature of
certain basic charclcferlsflcs observed in the Colombian case.
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among other factors, the " low " degree of complementation { inter and intraindustrial )

of their economies ( particularly, those of the greater relative development in the area ).

For its part, the " structuralist " theory ( employed by E¢LA ) postulates that the mere

liberation of intrazonal trade in less-developed countries like the Andean nationg will
not achieve, per-se, ( and even less so in the short term:) the transformation of the

economic " structures " of the member nations of the integrated area and,therefore, of

their patterns of production and trade.

it is clear that the béstt;lates of the two theories entail connotations that are absolutely
opposed. In effect ,. for the orthodox theory this finding corroborates once again the
reason why economic integration isa " sub-of:fimal " policy { a policy that is of a lesser
" order , " ceteris poribus,- the less it is possible to raké advantage of the comparative
advantages within the integrated area ) and the suitability of adopting a policy of " free"
trade ( with all that this implies ). For the structuralist theory, the result corroborates
the reason for the necessity of deliberate action on the part of the governments
concerned not only in the sphere of intrazonal trade but also,r and especially, in the
sphere [of production ( e.g.,._fndustr'ial' structure ) in order to assure that the integrcﬁon‘
between less-developed countries make§ ',‘poisible the transformation of the economic
structures prev.gj'lfig in those countries. The first recommends integration with the world
market through the * free " action-of market forces ; the sécond,. integration between
developing countries based on an increase in the combined planning of the participating

economies,
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The intention here is not however, one of presenting any particular theory as the one

that * best " represents the object of economic integration in less-developed areas - the \,
fact is that both of the aoforementioned theories suffer serious lackings { due to the
presence of certain specific and determinant elements that they do not address 1__/ that
preveits them from achieving the level of " relevancy "-and " legitimacy " desirablec
for the study of integration /M’ention was made .of the orthodox and structuralist

theories solely as a megns of illustrating that the conclusion posed in this study is not

( or ot least should not be ) such a surprising one.

On the plane of ecoﬁomic policy this conclusion would lead one to once again emphasize
the importance ( relative, of course ) of other mechanisms complementary to liberation in
the promotion of intrasubregional trade. It has been deduced that one of these mechanisms,
and perhaps the most relevant one, is that of industrial programming, with the
understanding that the intention is one of achieving, through this mechanism, a certain
intraindustrial specialization between the member nations. However, as the experience
with the sectoral programs approved up til this point has demonstrated, there are a series

of conditioning factors that range from the most general (e.g., the prevailing international

division of labor )i}o the most specific ( e.g., the private and state interests tied to the

For example :the present character of the process of the concentration and centralization
of capital at the world scale ( differentiated by sectors }; the diffusion of the transnational
firm as an essential expression of capital exportation in the contemporary capitalist.
system ; the " razon d'etre " of the integrationist project, the " cbjective " necessities to
which it responds, and the diverse conditioning factors and the respective levels of
determinant action to which it is subject.
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member economies, ;-.the policies of the transnational capital dominant in some sectors
oligopolized ot the world scale, with respect to investment in and /or the transfer of

| techr;nlégy to the different Andean nations as exéressions of theirfight to maintain, if
not increase,their predomination at the world scale ) that have acted in such a manner
as to prevent the degree of specialization foreseen in such sectors at the beginning.
Obviously, this in itself would impede the generuﬁor; in the area of the trade flows
" desired " and expected according to that rh;aorericaf pers;;ecfive ( especially -with
regard to the medium term ) It is clear that the lesser the degree of specialization
uchievéd between the member naﬁons,'rthe Iesser.; ceteris |:V>m.’ibus,r will bethe possiblé
effects of the fiberation program on subregional trade , as was mentioned previously. In
effect, the degree of " effectiveness " attained by the Andean liberation program and by

the sectoral programming will depend, at the final level of analysis, on the confluence

of the different conditioning factors to which these processes are subject.

+

In this respect it should be mentioned that the recent theses argued by certain authors

" optimal"

that afford the member states with an absolute autonemy in the adoption of the
economic policies that supposedly would permit-them to attain the objective proposed in

the Cartagena Agreement and that grant a linear , uniform character both to

transnational capital, insofar as to its position vis -a -vis the project of Andean integration
( for some authors, a position of undeniable interest, for others, one of clear opposition )
for that capital

and to the consequent effects that. intégration. entai 15/,( for some authors, these effects

being clearly " beneficial ", for others, inescapably * prejudicial "}, are not only
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theoretically deficient but ol;ol;ag:l‘ré serious errors in the understanding of the process

| of subregional integration. Contrary to what such authors argue, it is clear that the member
states possess but a relative autondmy with regard to the adoption-of " optimal " economic
policies, that the " effectiveness " of economic policies is subject to diverse conditioning
factors ( of determinant action and differentiated spacially ) ,. and that w hile transnational
capital does constitute a unit, it is one that is contradictory, heterogeneous,. and unequal
between capitals various fractions and secrors; The complexity of the economic integration
phenomenon is such that its adequate representation requires a much more elaborate
analytical schema. A subsequent work will include a detailed discussion of rHese I'h.eorei'i'cal

aspects.

The fact that the Andean liberdtion prégfam has 'no},' in itse!f,‘ generated a significant regional
dynamism - -

interfemporal /for Colombia's trade with the Andean Group and that, among other things,

Colombia has incurred " net " fiscal cosrs;' albeit static ones, as a result of the tariff

reduction on-inrrasubregionul trade ,. clearly. puts into doubt the belief that is almost

universally held within Andean Pact circles { governmental ,. business, and{&ven the Board

of the Cartagena Agreement itself ) that Colombia has been the | beneficiary of that

program during its first years of operation. This type f:fbf error is understandable when

one solely analyzes the aggregated figures regarding trade between the partner nations,

as has been demonstrated throughout the entirety of this study. It is precisely in this

point that the essential quality of the methodology utilized here finds its raot.
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Finally, one cannot fail to Cgmfghasize the fact that there are policy implications -(‘in “
the board sense ) that emanate from the conclusions of rHi,s investigation. This is all

the more important to stress in-as much as in the recent post the member governments
have been progressively concentrating their attention more and more on aspects related
with the international policy of the Andean Group than on a determined confrontation.-

and not only at the formal policy level as occurred with the Cartagena Mandate - with

the specific problems that have arisen in the process of Andean subregional integration.
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APPENDIX

OPERATICNALIZATION OF THE METHODOLOGY UTILIZED

Rate of Growth

71 . Annual

() Yite= §_ Cito " " 1) x 100
Cito - 1

Where : Cito =Value (or quclntiry,. as is the cose ) traded of good " i " in

year to.
Cito- 1 = Value ( quantity ) traded of good " i “ in year to ~ 1
—* ito = Rate of growth (% ) of the value ( quantity } traded of good
" i ¥ during year to.

2. Averaoge :

i. Arithmetic :

(2) Sitd =

Where ‘:. n = Number of years in period td (| =1, .... n).

Sit?j:A{ifhmetic average rate of growth of the value ( quantity )
traded of good " i " during period td.

ii. Weighted :

. tdn -L’__ _
,‘ fitdl pCitl+Ciel -1
(3)Sird - 2o — )

tdn

Z; ( Citl +2C|H-'I )
',d B -




Where U itd = Weighted average rate of growth ( % ) of value ( quantity )
traded of good " i " during period td.

1. Intertemporal dynamism :

(4) Dijeda = (V5] Ytd- (UFi )te

Where :Q/'iifd = Average rate of growth ( weighted or arithmetic, as is the case ) of

exports ( imports ) of good " | " destined for ( coming from )

country " j " during period td.
td, ta = subsequen'r and prior period, respectively.

Dijtda = Intertemporal dynamism of exports ( imports ) of good " i " destined
for ( coming from ) country "} " during periods td, ta.

2. Reglional dynamism
(5) Dijkt \iff - \JikF
Where ;\]/ikT = Average rate of growth of exports ( im_ports) of good " i " destined
for ( coming from ) country " k " during period T.

Dijkt = Regional dynamism of exports { imports ) of good ™ i " destined for

(‘coming from ) country " | " with respect to exports ( imports ) of
good " i " destined for ( coming from ) country " k " during periodf}



3. Regional intertemporal dynamism

(6) Dijktda=(ij - ik )td - ( \7 i - \Jik) ta

= Dijktd - Dijkta .

Where ; Dijktda = Regional intertemporal dynamism of exports ( imports ) of good

" i " destined for ( coming from ) country " | . with respect
to exports ( imports ) of good " i ™ destined for { coming from )

country " k " during periods td, ta .

1. At the individual member nation level

| P ;
(7) Dijktda = %o, +/&7\MP ijid + o) LPiffda™ + dg'LN if +Eij =1,....,n,

e
Where ; MPii'j':r;d =7, TAverage margin of tariff preference granted by country " j "

to imports of good " i " coming from the partner country of reference

during ( subsequent } period td.

s")’,, ' ) .
LPijtd = ;" Dummy variable proxi to the margin of para-tariff preference
conceded by country " | " to imports of good " i " coming from the

partner country of reference during period ta.

L N ij =" Dummy " variable proxi to the margin of preference entailed in

the National List granted by country "' " to importsof good " P
coming from the partner country of reference during period td, ta,

k = Geographical " control " area being considered

i =Member country of an integrated area.



2. At the level of the member nations taken simultaneously .

* L -
N | T vL e T -

(8) Dijktda = a3+ ] MPiffd_iks.a g L Piffda—+ a3 LNii. 4. oy DMikida + Ei;_ 4]

Where . le;Mi]ktda = Regional intertemporal dynamism of the total value of imports
realized by country " | "twith respect to the total value of
those corresponding to country " k " between periods td, ta 1/,

D. Margin of preference

1+ ATPijt

Where : ATP ijt = Ad-valorem tariff ( in percentage points) effective in member
country " | " for imports of good " i " coming from third countries
( countries that are not partner nations of the integrated area) in
year t.

APSijkt = Ad- valorem tariff ( in percentage points ) effective in member
country " j * for imports of good " | " coming from country * k ®
in yeart.

MPijkt = Margin of tariff preference granted by member country " | * to
imports of good " i " coming from partner country "k " in year t .

1/ DMiktde =(Mj-Mk )Hd- (Mj-Mk)ta
- b el

Where : Mjtd = Average rate of growth of the total value of the imports realized by country
"1 " during period td.
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(10} VCAIikt = { ATPijt - APS ijkt ) Mijkt

CAfjkt » Mijkt
Value (e.g., US$) of imports of good " i " realized by member country
" 1 " and coming from partner country " k " in year t.

- Where :Miik!'

CAijkt =Tariff concession ( in percentage points) granted by member country
T to imports of good " i " coming from partner country " k " in year

r.

VCAiikt =Value (e.g., US$ ) of the tariff concession granted by member
country " j " to imports of-good "-i " coming from partner country

"k " inyeart.



ANNEX |

DEFINITION OF THE LISTS OF THE LIBERATION PROGRAM AT THE

COUNTRY ( OF ORIGEN OR DESTINATION ) LEVEL 1/

1, Chile

a. Products without tariff reduction {:fo_r Colombia, «

i * ( Chilean exceptions to the PL and to the CET,‘ Articles 55 and 56 of the CA) 3/.,

ii $ ( Colombian excepﬁo-ns to PL and to the CET } -

iii R ( Products reserved for industrial programming. Article 47 of the CA and
Decision 25 of December 25, 1970).
Minus : ( Products excluded from List R ) o

(- } Decision 57 ( August 20,- 1972 ) : Metalworking program .,
(- ) Decision 91 ( August 29,1975) : Petrochemical program .

1/

Given that the definition of the lists in conceptually symetrical between the case of
exports and the case of imports, for reasons of space only a detailed desscription of
the lists of the liberation programs for Colombian exports to the Andean Group, at the
level of the country of destination , will be presented here.

This appendice was elaborated primarily by Alfredo Fuentes.

Only the Sectpral programs approved as of the initiation of this investigation ( Jure,
1978 ) were considered . These were the Metalworking and Petrochemical Programs.

PL =Program of liberarion_ ; CET = Common External Tariff N " CA = Carfagena Agreement.



The 58 products of Resolution 11 of 1973 ,corresponding
to non-programed metalworking products, should also

have been excludéﬁ!ﬁi}tﬁé same going for the agricultyral/

H

livestock products excluded from the reserve by Resolution
17 o.f 1974;; However, these products have yet to be. .
effectively Iiberared; On the other hand',. the products
referred 't(; in Decisions 57 and 91 were definitively
excluded,i since these will be analyzed independently.
7 iv NPR | ( Products not‘ ;roduced that were reserved for production
in Bolivia and Ecuodor; Article 50 of the CA and Decisions
28,62.and 108 of the CA ).
v PMP _ ( ProdUcrs; 6f avtomatic liberation with temporal preference
margins 'fér being of spéciql interest to Bolivia and Ecuador;
Only those prodﬁcrs whose |PR remuined\;‘junmodified as of

1976 were included. Article 97 of the CA and Decisions 34,
65," and 112 of the CA) 1/,

vl LCV ( Products of the Common List to which Colombia-granted,

within the framework of LAFTA " non-extensive advantages”
in favor of Bolivia and Ecuador, Colombia liberated these

products solely in favor of Bolivia or Ecuador . Article 98 of

the CA ).

1/ IPR = Initial points of tariff reduction



b. Products ( not:;p'roduced ) wi_fh"fofullﬁiﬁ' ré'a,ug_!l_op':."

© e = = =

N ( Products not produced in the subregion ; remain totally

liberated as of February 28, 1971. Article 50 ofj'he CA).

Minus
( Products excluded from list N )

{(-) NPR ( Reserved products not produced ) .

T r— T e R

c. Products ( of the Common Liérf‘)_\fu;_i}hﬂtafo_l_i"cjr_if-&f.fgd'ﬁ{:—}-_i;n_. —— T,

L ( Products of the Common List freed of tariff as of April,1970.

Article 49 of the CA},

Minus H
( Products excluded from list L),

(=) LCv ( Products of the Common List with " non-extensive advantages :‘.;
in favor of Bolivia and Ecuador-),

d. Products with automatic tariff reduction.

( Products liberated as of December 31, 1970 in accordance with

A
Article 52 of the CA and Decisions 27 and 51 of the CA ).
Minus :
(Products excluded from list A),
)* ( Chilean exceptions ) .
(-) * ( Colombian exceptions ).,
-) PMP { Products with margins of preference for Bolivia and -Ecuador

- whose IPR remained unmodified as of 1976 ).



2. Peru

a. Products without tariff reduction .

if}{tf\ * . { Peruvian exceptiorsto the PL and to the CET ),

ii i(} $ (CoiomEicm exceptions to the PL and to the CET )..

ifi f= R ( Products reserved for industrial progrﬁmming ) .

Minus :

’ \;“ (=) Decision 57".-

“‘ (=) Decision 91 .

v . NPR (Products net produced reserved for Bolivia and Ecuador ).
/Vi e ( Products of the Common List to which Peru and Colombia

granted, within the ﬁ;qn{ework of LAFTA, " non-extensive
advantages " in favor <.>F Bolivia and Ecuador. The country that
should have granted a concession wifh'in those Special Lists,only
liberated the prociucf in favor of the country benefired; Article
98 of the CA) .

vi PMP { Products of automatic liberation with margins of preference
for Bolivia and Ecuador whose IPR remained unmodified as of 1976 ),

b. Products { not produced } with total tariff reduction .

N ( Products not produced in the subregion ).



Minus :
(-yNPR {Reserved products not produced ) -

c. Products (of the Common list } with total tariff reduction »

L { Products of the Common List ) «
Minus :-
(-)LCV ( Products of the Common List with " non-extensive advantages "

"gF:gg_fqd‘be Peru and Colombia in favor of Bolivia and Ecuador )

d. Products with automatic tariff reduction ,

“A ( Products liberated in accordance with Article 52 of the CA).
Minus :
{-) . ( Peruvian exceptions ) ,
(-)$ ( Colombian exceptions } ,
(-) PMP (h Products with margins of preference for Bolivia and Ecuador ),

3. Venezuela
a. Products wjirhour tariff reduction ,
it ( Venezuelar exceptions to the PL and to the CET
Initial (ﬁ'@ra of exceptions plus the additional list solely
in relatio;m to Colombia. Decisitn}70 ),

ii ’)$ ( Colombian e xceptions, Inikial quota plus the additional list

only in relation to Venezuela. Decision 70).



it ‘, R
(-)
v, . _ NPR
vi:, Ly
vl :wPMP
vii AJ,:GVI
N

() NPR

{ Products reserved for prégramming ).

Minus :

Deci;ion 91..

{ The products of Decision 57 are not excluded for Venezuela's
not having taken part in that program )},

{ Products not prﬁduced reserved for Bolivia and Ecuador. Decision
78 for the case of Venezuela) ,

{ Products of the Common List with " non-extensive advantages "
granted by Ver';ezuela and Colombia) |
( Products of uurémutic .Iiber.atién with margins of preference for
Bolivia and Ecuador whésé IPR remained unmodified as ;f 1976.
Decision 78, Article 5 ).

( Products of automatic Iibération ‘,::yvhose tariff reduction was
delayed for the beginning point for Venezuela { BPV ) being
inferior to the Common Internal Tariff { CiT ). Decision 78) _

( Products not produced in the subregi onr;": liberated by
Venezuela in August, 1974, Article 1, Decision 70),

Minus :

(Reseved products not produced ),



c. Products ( of the Common List ) with total tariff reduction .

L

G

(‘ Products of the Common List liberated by Venezuela in

Auvgust, 1974, Decision™ 70 of 1973). .

Minus -

{ Products of the Common List with " non-extensive advantages "

granted by Colombia and Venezuela in favor of Bolivia and

Ecuador ) .

d. Preducts with automatic tariff reduction .

A

=y eV

( Products of Article 52 {of the CA liberated by Venezuela as

of December 31, 1974 beginning at its BPV ( point exactly

equivalent to that reached by Colombia, Chile, and Peru in
May of 1974 during their respective tariff reduction processes.
Decision 78 of 1974),

Minus H

- ( Products whose BPV variff ta%es ( Annex, Decision 78 ) were

inferior to the Common inl'eru"\ul tariff ( CIT ) (reached at that
moment by Colombia, Peru ,- and Chile ) and whose annual
automatic tariff reduction was delayed beyond December 31,
1974).

( Venezuela exceptions, initial and additional lists )

( Calombia exceptions, initial quota and additional list ),



WL .

l. Bolivia and Ecuador

PMP  ( Products of automat ic liberation with margins of preference

for Bolivia and Ecuador whose IPR remained unmodified as of

1976) -

* a. Products without tariff reduction

-
-

i

vi

*

(=)
NPR

( Bolivian-and Ecuadorian exceptions to the PL and to the
CET. <> Article 102 of the CA) .
( Colombian exceptions ) «

{ Products reserved for programming )

" Minus &

Dédi.;ion 57..

Decision 91 .

( Products not produced reserved in their favor ),

( Products of the Common List not liberated in accordance
with the CA but in agreement with the Treaty of Mondevideo.
Arﬂcle 100 of the CA) .

( Products of automatic liberation whose tariff reduction had
been Initiated beginning December 31, 1976 . Articte 100

of the CA ).

b. Products { not produced ) with total tariff reduction..

N

{ Products not produced in the subregion ; tariff reduced

beginning March, 1971. Article 100 of the CA).



Minus H

> -

‘,:} f:(__..)j- NPR ( Reserve products not produced ),

a. Products not liberated.

X ( Products that were not liberated for Colombia on the part
of the other member nations for their not having been

assigned to Colombia in either an exclusive or shared manner ),

b. Products totally liberated ( Products exclusively designated to Colombia or of

shared designation with the distingt Jcountries to which the exports are destined ).

u { Designations exclusively for Colombia, liberated by the other
partner countries on September 20, 1972, Also, preducts for
which Colombia shares the designation with any other country

distinét from that to which the Colombian exports are destined ).
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¢. Products of automatic liberation,. -

y ( Products for which Colombia shifres the designation with

those countries to which the exports ore destined. Liberated
avtomatically as of Décember 31 of the year in which the

initiation of production in Colombia is verified),

2. Petrochemical program ,

a. Products of Agreement 6 ( Petrochemical Complementation Agreement in LAFTA ).

6 -ff,&iéduéfsa:forally liberated for Colombia December 31, 1973

after an annual reduction of 20% since 1969. Article 5,

Agreement 6 )
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b. Assigned products .
i- Products not liberated «

XN 7( | Products not |iberated for Colombia for the country's not
having been favﬁred Wir!:n.the prodﬁct designarion;Article
13, Decision 91.).

i Products with total tariff reduction,

XT ( Products totally liberated September 29, 1975 for Colombi.a:‘,’s
having been exclusively assigned the product designation
( Article 12, Décision 91 ). Aiﬁé;' products for which Colombia
shares the désignuﬁon with any other member country distinct
from that to which the Colombian{ exports are destined ).

iii Products of shal;ed designation .

XS ( Products, whose designation is sh.ared by Colombia and the
member nation to which it exports that product,- for which
tariff raxef';?not superior to those indicated in Part | of Annex
V of Decision 91 were adopted. These would be totally
eiiminc;red no later than December 31, 1980 by the more
developed-membe'r nations and nip:l ater than December 31,

1985 on the part of Bolivia and Ecuador. Article 14, Decision91 ),

c. Products not designated ( Article 15, Decision f?l ).

—

i Products with automatic. fariff. reduction.-
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XA (’Producfs included in Group XS for which, in September,
1975, the tariff taxes' indicated in Part || of Annex IV
were adopted. Starting December 31, 1975 .they would be
eliminated in an annual, linear, and automatic manner with

their'elimination being completed by December 31, 1980),

ii. Products with total tariff reduction ( Groups A,B, and C of Decision 91 ).

XD - (- Products of Groups A7~ B; and 'C whose tariff taxes were totally

eliminated in September, 1975) .



. TABLE No 1
PA’RT ICIPATION OF COLOMBIA'S TRADE WITH THE ANDEAN GROUP

IN TOTAL COLOMBIAN TRADE

(%)
YEAR EXPORTACION 1/ IMPORTACION
1966 10.77 3.05
1967 ' ' 9.30 3.62
1968 C11.59 3.42
1969 : 16.53 4,36
1970 25.54 | 4.7
1971 | 25.42 5.63
1972 120.98 4,54
1973 ¢ 15.15 4,90
1974 18.81 6,63
1975 23.93 5.90
1976 25.10 7.41

1/ Excluding coffee.

SOURCE DANE, Anuario de Comercio Exterior ( various numbers ),



TABLE No 2
CONCENTRATION OF COLOMBIA'S TRADE WITH THE ANDEAN GROUP 1970-76

Number of Nabandina Tariff ltems

Accumulated Bolivia Chile Ecuador Pery Venezuela Andean Group’
Participation Exports Imports Exports  imports Exports  Imports Exports  Imports Exports  Imports Exports Imports
(%) '

5 - - - - - - - - - - - -

10 - - - - - - - - - - 1 1

15 - - - - 1 - - - 1 - 1 1

20 1 - - 1 2 - B 1 1 - 2 2

25 ! - - 1 2 - 1 1 2 - 3 2

30 1 - - 2 3 - 1 1 3 - 4 3

35 2 - 1 2 5 1 1 2 5 - 6 4

40 3 - 1 3 7 . 2 2 7 1 9 5

45 - 4 - 1 3 131 1 2 2 9 1 14 7

50 5 - 2 4 15 1 3 3 12 1 20 8

60 7 - 4 6 29 2 8 4 -20 2 35 12

70 14 - 7 9 56 3 17 5 38 3 64 17

80 29 - 14 15 106 5 38 8 67 5 123 27

90 1 - 35 24 238 10 107 20 159 16 276 56

95 1 19 104



TABLE No 3
DISTRIBUTION OF COLOMBIA'S TRADE WITH THE ANDEAN GROUP ACCORDING TO THE LISTS

OF THE PROGRAM OF LIBERATION DURING THE 1970-76 PERIOD

(%)
Liss 1/ U Bolivia T Chile " Ecuador T Perd T Verezuela 2/ Andean Group
____________________ .. Exp.... . Jmp.. ... Exp.. ... . dwp. . Exp.. . dmp.. . Exp..... Imp.. . Exp.. ... . Jmp.. . Exp. .. . lmp.
B 91.00  0.01 51.30  8.18  96.60 11.90 23,30 37.97 45.00 81.76  52.60  28.50
c 0.15 0,00 1.09  0.16 0,25 001 008 0.29 0.32 006  2.80  0.19
D 0.20 .1.03 17.00 22.75  0.14 41.87  3.60 29.67 6.14, 0.32 4,04  24.95
E 5.33 98.89 29.80  64.70 © 0.43 46.75 7410 29.17 49.10 15.19  41.00  44.08
Others 3.3 007 0.85 421  2.58 0.00  0.00 2.9 0.00 .2.67  0.00  3.28
Total 100.00 100,00 100.00 100.00 100.00 -100.00 100.00 100.00 100.00 100.00 100.00  100.00
C,D,E 5.68 99.92 47.85  87.6]  0.82 88.63 77.78 59.13 55.56 15.57  47.94 69,22

Products with no tariff reduction during the period.

Products with total tariff reduction beginning February 28, 1971,

Products with total tariff reduction beginning April, 1970,
E: Products with annual and automatic tariff reduction beginning December 31, 1970,

2/ Given that Venezuela joined the Andean Pact in 1973, it only began to fulfill the obligations emanating from the program of
Iiberation in1974. Accordingly, in the case of Venezuela the 1974~76 period would be more representative than that of 1970-
76, However, because the behavior observed did not vary between these two periods, the differentiation was not made in the

Table.

I/

oOw



TABLE No 4
PARTICIPATION ( IN VALUE ) OF TRADE AS PER THE NATIONAL LIST IN COLOMBIA'S TOTAL TRADE

WITH THE ANDEAN GROUP, 1966-74

T T e
. ‘ e 1966=T70 : e 197174 - ¢ e ORE=TA
Country : . : .

~° Exportation Importation Exportation  Importation Exportation Importation

Bolivia 3.97 50.00 ' 6.09 0.30 4.91 16.86

Chile 58.31° 446,07 . 59.98 66,30 59.05 55.06
Ecuador . - 48,58 97.24 ' 5_0.” 70.44 49,26 85.33
Perv 56.05 78.29 33.84 49,76 | 46,18 65,61

Venezuela 28.52 58.73 13.31 58.59 21.76 58.67

Andean Group 43,22 71.59 39.94 62,35 40.87 65.47




TABLE No 5
REGIONAL INTERTEMPORAL DYNAMISM OF COLOMBIAN
EXPORTS TO THE ANDEAN GROUP

( 1966 - 1976)

List “Country of W ]_/ -+ Country vs, Country- -~ : o Country vs.: rest of the world - o | - - -Country vs. (T.C. = AG)S/
Destinai-iOn i}’:/' ... o/o "ems 2/ . e e e . % h-ems4/ e e e e e . %"-ems 4/ .
©Valge T Quan. van‘c?ie/(%)'ouaﬁ.- " Value " Quan, Value(%) Qudn.  * " Value "Quan. = Veélue(%)Qua
‘otal  Bolivia 1 22,5 22,2 51,1 59.8 3.3 33.1 93,5 90.9 - 40.4 382 93.3  9i.0
(413) - 2 26.1 24,2 54,4 59.5 35.3 32.2  %4.1 9.7 37.2  34.1 93.1 92.0
Chile 1 17.9 18.8 9.9 8.4 33.1 3.2  80.7 - 16.4 3.8  35.1 80.8 30.
(413) 2 19.1 19.6  33.3 8.4 31.4 28.5 86.4 16,8 . - 355 32.9 86.1 30.
Eeuador 1 45.5 45,7 20,7 5.1 44.5 440 79.9  21.6 46.0 44,0  78.8 21,
(413) 2 46.4 49.1 19,1 5.5 46.0 45,7 79.8  21.7 39.7  41.4 78.4 21
Peru 1. 85,1 35.3 24,1 2.3 41,1 37.2 80,1 12.3 4116 40.6 78.8 13.1
(413) 2 38.4 37.7 2.8 38.4 35,8 78.8  12.7 39.9 37.7  77.5 13
‘ Venezvela 1 28.8 28,5  35.7 31.9 45,5 44,7 86,1  78.7 51,3 50.6 86.0 78,
BN C 1) I 2 28.5 . 27.6 .. 30.8 32 45,0 45,7 . 84,6 . 78,6 2,3, :.52,3 84.1 _ 78,5

1/ Weighting 1 : Weighted average rate of growth with topend of i 300% on the rafes of annual growth.
Weighting 2 ::Welghted average rate of growth with topend of + 100% on the rates of annual growth.

2/ Percentage of items exported to the country of reference that fulfilled the condition of positive Intertemporal dynamism (in monetary terms or in
terms of physical quantity, as Is the case ), ‘ ' <

3/ Participation (% ) of the items that fulfilled the condition of positive dynamism ( intertemporal and Intertemporal regional, as is the case ) in
*~ the total value of Colombian exports to the country of reference.

4/ Percentage of items exported to the country of ref ; - - - -
Vot ry of reference that fulfilled the condition of pesitive regional Intertempor: i i
geographical " control * area considered. . ' P reg! n. emporal dynamism In relation to

5/ This geographic " control " area is constituded by third countries that are not Andean Group members. .



TABLE No 6
REGIONAL INTERTEMPORAL DYNAMISM OF COLOMBIAN IMPORTS

COMING FROM THE ANDEAN GROUP

_________________________________ (3966 = 1976 ) .
Lis  Countryof W.  Countryve. Couniry " Counfry'vs. rest of the world "~ ‘Counfry vs. (1.C.= AGLY
origen %h.ems """" %".ems """""" -t T LA ".ems """""""""""
""""" T Ylie T Quan. | Value(%) Quan. | Valve | Quans Vélue (%) Qudn. " Valie  Quan. Valie (%) Qoan.
Total Bolivia A. 5.1 4,2 98.1 95.2 31.6 33.3 38.3 63.3 35.0 36.7 39.6 68.1
' (17 2 5.9 5.9 99.0 97.8 30.7 31.6 57.7 66.1 32.4 32.4 54.9 60.0
Chile 1 15.3 15.3 27.1 27.8 29.0 30.7 - 10.5 17.6 33.3 32.4 13.9 27.4
{117} 2 16.2 15.3 28,1 27.9 25,6 27.3 12.9 18.8 27.3 27.3 15,2 18.7
Ecuador 1 16.2 1.1 30.9 8.6 34.1 33.3 30.5 58.3 37.6 33.3 28.8 58.5
{(117) 2 16.2 13.6 28.8 . 7.8 32.4 30.7 46.1 55.6 35.0 33.3 41.8 57.7
Peru 1 16.2 15.3 60.7 76.8 35.0 36.7 54.9 63.0 36.7 35.8 56.8 66.4
(117) 2 17.9 17.0 60.7 49.7 29.9 35.0 54.2 65.4 32.4 33.3 54.8 60.0
Venezuela 1 17.9 15.3 19.5 21.4 44,4 43.5 46.3 35.1 47.0 44,4 45,6 43.8
(117) 2 13.6 13.6 54.3 16.9 41,8 43,5 46.3 45.2 44 4 47.8 45,5 52.5

NOTE : The footnote observations for Table No 5 hold for this table as well,



TABLE No 7
STATISTICAL (t - STUDENT ) ANALYSIS OF THE REGIONAL INTERTEMPORAL DYNAMISM
OF COLOMBIAN EXPORTS TO THE ANDEAN GROUP

( 1966 ~ 1976)

N EErree JE R e BEFORE = AFTER -« - - v oemem e i AETER - oo o oo
List- Country of |-~ COUNTRY. V.8, .COUNTRY-. - . ... '} .. ...... COUNTRY. V.5, (T.C.-AG.) ... |.... COUNTRY. V.5. (T.C.-A.G..)
- 1 Destination - .‘ - . - , , :
o+ - 2004300 - 4 T00 {4200 4280044000+ 23000 - 4 100 -
b Sign. -t - - Signe - t-- - Sign- It - Sign. -t -~ Sign. --t - - -Sign.-:-|t--- Sign. - -t - Sign.---
Total Bolivia ; ' , A
413 6112 0.5% 4.241  0.5%  3.093 0.5% [-8.073 0.5% -0.121 No -0.000  No - 1-3,160 0.5%- -1.593 10%
Chile - . : :
413 © [4.842  0.5% 2.014 5% 1.609 25% ([-7.793 0.5% -2.328 2.5% -1.766 10% . {-5,370 0.5% -3.361 0.5%
Ecuador . : : _ '
413 17.228  0.5% 1.600 25 % 0.368 No -3.930 0.5% -1.938 5% -1.785 10% - |-0.732 No - 0.164 No
Peru , T : .
413 . |7.740  0.5% 3.241 0.5% 2.316 2.5% |-4.970 0.5% -1.478 i25% -0.831 No -1.006 0.5% -2.091 5%
VenezueI:u : :
413 C 3,111 0.5% -3.130 0.5% -2.973 0.5% | 3.017 0.5% 3.691 0.5% 3.672 0.5%. 1.688 10% 2,565 1%




TABLE No 8

STATISTICAL ( t- STUDENT.) ANALYSIS OF THE REGIONAL INTERTEMPORAL DYNAMISM

BEFORE' - AFTER" .. DR AFTER - o oo
List  Country of COUNTRY V.5. COUNTRY COUNTRY V.$, (T.C.=A.G.) -+ - - - -+ [|COUNTRY V.5, (T.C.- A.G.))
Origen - . ' . - . - - . — .
+ . 600 +. 200 4+ 300 _+ 100 oA 600 4 0 2000 4 300 4 10Ol .+ .. 300 . 4+ 100
t Sign. -t Sign. .t . Sign. ...t...  Sign. r co .Siénn...... t. S|gn T Sign. . ‘t.- Sigh +. .Sign.. t Sig‘n.
T
Total Bolivia 1.735 10%  1.739 10%  2.060 5%  1.900 5% -3.392  0.5% -3.982 0.5% -2.263 2.5% -2.315.2:5%.-4.229 0.5% -2.285 2.5
17 Sl
Chile 0.309 No  1.284  25%  -0.431 No -0.484 No -3.462  0.5% -3.747 0.5% -3.340 0.5% -3.361 0.5% -2.497 2.5% -1.238 25%
117 , | A
- - | NEE IS
Ecuador 1.350 25% 1,724 10%  -0.237 No -0.754 No 2.856  0.5% -2.986 0.5% -2.930 0.5% -3.074{0.5% -2.419 2.5% -1.550 10%
]]7 l‘ .. r{ki -- .,:‘{
' ' CAl
Peru 1.993  5.0% 2.040 5.0%  0.947 Ne 0.528 No 2,126 5.0% -3.246 0.5% -2,182 5% -2.055:5%] -3.201 0.5% -1.934 5%
17 | | ot
Venezuela 0.109 No 0.215 No  -0.703 No -0.657 No '1.876 10%  0.324 Ne 0.115 No  0.433 N’g%j{f-?-o.blo No 0.318 No
117 _ Y




TABLE No 9

MULTIPLE CCRRELATION ANALYSIS OF THE INTERTEMPORAL DYNAMISM

OF COLOMBIAN EXPORTS TO THE ANDEAN GROUP

(1966 - 1976 )

Group  Country of a o a, (MP) ) (LP) aq (LN) -(CRECM'F;'I; ) (Dlsf ) r 2
......... origen o e e e e e e h e ek e e e e e e e s e e e e e e e e e e e
Total  Bolivia  -5.1473  340.1998 -2.2724 30.7798 0.0111
(413) (3.323) (0. 011) (1.018)
Chile ~16.5164 - 5.9830 - - 0.0000
(413) . (0.013)
Ecuador  12.8410  -119.5848 ~25.0600 -43,5381. .. 0,0264
(413) (0.729) ©.328) (9.887)*+
Pery 0.5343 -5.1331 -12.6119 -17.2192 0.0034
(413) (0.012) (0.741) (0.683)
Venezuela 40.0350 36.3731 -53,3564 49,8479 0.0134
(413) (0.113) (1.787) (3.707)
Combined  7.1329 - -22.3535 -21.7573 1.3474 -5.4920 0.0157
(7.256) ** (12.837)**

(2065)

(6.033)** .

(3.359)

/

* % -

Between parentheses, the calculated F -value,

Slgn:ficontly dn‘ferent from zero at the 5% level of confsdanc{e

Slgmflcanrly different from zero ot the 1% level of confldence



TABLE No 10

MULTIPLE CORRELATION ANALYSIS OF THE REGIONAL INTERTEMPORAL DYNAMISM

OF COLOMBIAN IMPORTS COMING FROM THE ANDEAN GROUP -

L (1966 -1976) B
Grou Country of o o % o
" Origen % Ca1MP)  a2(P)  ag(N)  e4(Dis) 2
Total Bolivia ~32.9299 -23.2728 y 6.8504 18.5963 . 0.0048
(117) (0.081) ~ (0.,068) (0.497 )
Chile.. -26.1487 -16.3921 -13.1028. -10.6995 0.0029
(117)- - (0.024) (0.224.) (0.147)
Ecuader -6.4829 -67.7651 -28.8148 -7. 9830 0.0163
117) - (0.701) (0.865) (0.103)
'{:Lﬂ?‘l
Peru . -22.8422 -106.6715. - . 8.9653 0.0074 -
(N17). - (0.815) (0.099)
Venezuela -2.2343 102.1257 15.4050 -25.4869 0.0120
(117) (0.193) (0.232) (0.586)
Combined  -7.8527 ~61.0972 -3.3197 _4,3668 ~3.5940 0.0051
(585) -

1/

*

. kR

Between parentheses, the calculated f value.

Significantly different from zero at the 5% level of confidence.

Significantly different from zero at the 1% level of confidence.
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