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Annex 1: Matrix of evaluation questions

EQ:1 RELEVANCE OF EU COOPERATION OBJECTIVES...cc.cctteueeerreneencerennencssenne 1
EQ:2 INSTITUTIONAL STRENGHTENING ..ccevuueeeneeesrreeermnnnsssecssssesssnnssssssessssaes 31
EQ:3 ECONOMIC INTEGRATION .....cceuueieuneerenerenneessnecsennessssesssnssssssesssnnsssnnnns 115
EQ:4 REGIONAL INTEGRATION AND THE ASSOCIATION AGGREEMENT....... 157
EQ:5 REGIONAL SECURITY .euccteueeteuecreneerenncessneessnscsssseesssssssssessssssssssssssnssssnns 199
EQ:6 DISASTER RISK REDUCTION (DRR)...coiiiiiiiiiiiiiiiiiiiiiniiiniiiiinn. 247
EQ:7 FOOD SECURITY cecuuuiiiiiiiiinmmeesnieessieissmmesssssessssssssssssssssssssssssssssssssssssssses 275
EQ:8 CROSS-CUTTING ISSUES ...ccuuceteueereuneeraneerennecesseesssssssssessssssssssssssnssssnnesses 337

Final Report July 2015 Table of contents






EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

EQ:1 Relevance of EU cooperation objectives

EQ 1 - To what extent has the EU regional strategy adequately taken into account and
reacted to the evolution of interests and needs of Central American stakeholders (SICA,

national governments, civil society) in view of the dynamics of the regional integration
process?

JC 1.1 — EU cooperation objectives are consistent with the policy priorities expressed in EU-
Central American Dialogue and Central American policy declarations (2007 — 2013 RSP)

Statement EU cooperation objectives directly reflect the stated priorities of key declarations of the
on J[C1.1 Presidents and Heads of States of Central American states (in 2006! and 20102), made in
the context of respective special presidential summits. Heads of states of all Central
American countries specifically endorsed the launching of negotiations for the
Association Agreement with the EU their 2006 Panama Declaration, and also committed
themselves to the deepening of economic integration and the completion of a customs
union. The Heads of States re-committed themselves to the regional integration process
in 2010 and defined the 5 pillars of regional integration, that since then have become the
major themes of EU regional cooperation (democratic) security, disaster risk reduction,
social and economic integration, institutional strengthening of RIOs). In the same
declaration, the heads of states also affirmed their commitment to the development of a
regional response to food insecurity. EU cooperation objectives are also largely coherent
with the priorities stated key agreements of the EU-Central American political dialogue,
such as the 2003 Cooperation Agreement between the European Community and the
Central American countries.

For the most part, the RSP and the RIP are coherent with the main cooperation priorities
that had been included in the political dialogue between 2007 and 2012 (leading up to the
signing of the Association Agreement). These include the importance of regional and
economic integration, security, environmental sustainability and disaster risk reduction.

However, key strategic documents of the European Union, such as the European
Consensus for Development (2005), the EU-Central American Cooperation Agreement
(2003) and the Vienna Declaration (2006) emphasize the importance of using EU
development cooperation to ensure that partner countries can make better use of the
benefits of increased intra-regional and international trade (e.g., through Aid for Trade) to
achieve inclusive economic growth and to pursue a more equitable distribution of the
rewards of economic growth: The EU Consensus on Development, for example, strongly
emphasizes inclusive wealth creation, among other things also specifically in the context
of trade and regional integration, where the EU pledges to “assist developing countries
on trade and regional integration through fostering, equitable and environmentally
sustainable growth, smooth and gradual integration into the world economy, and linking
trade and poverty reduction or equivalent strategies”.

1'The Declaracion de Panama of March 9, 2006

2 Declaraciéon Conjunta, Cumbre Extraordinaria San Salvador, July 20, 2010

Final Report July 2015 Annex 1 / Page 1



EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

Support in these areas (integration of trade into national development strategies) is also
considered one of the areas where the EU can provide “value added” to development
support offered by EU member states, according to the Consensus on Development.
The EU and Central America also integrated these priorities in the three objectives of the
2003 EU-CA Cooperation Agreement; to “contribute to higher economic growth” and to
the “gradual improvement of quality of life” of the Central American population. An
“Integrated trade cooperation agenda” was meant to help Central American stakeholders
to “best tap the opportunities that trade implies, broadening the productive based that
will benefit from trade, including the development of mechanisms to face the challenges
of greater market competition, and building those skills, instruments and techniques
required to accelerate the enjoyment of all benefits of trade”. The agreement also
specifically foresaw the promotion of a favourable environment for the development of
medium-sized and micro-enterprises, including those in rural areas. The 2006 Vienna
Declaration reiterated most of these cooperation principles and objectives.

It is not clear at this point in the evaluation, to what extent these priorities were
adequately reflected in the EU regional and bi-lateral development strategies with Central
America. In contrast to the emphasis on linking trade and poverty reduction in key EU
strategy documents (see above) these issues have not been included in the EU RSP in a
particularly prominent position. Although the RSP is acknowledging the severity of
income and wealth inequality, and the importance of increasing social cohesion in Central
America, the EU does not specifically address these issues in their strategy, and does not
put them in relation to its efforts of promoting economic integration and intra-regional as
well as international trade.

Instead, the RSP treats the promotion of equality and the avoidance of exclusion of
particular groups merely as one of four major cross-cutting issues. Also, equality is not
being framed specifically in economic terms, but is mostly treated as “social equality”.

Only in 2012, the EU signed a financing agreement for a € 7 million regional project
(ADESEP?) to help improve the business environment and the productive and trade
capacities of micro, small and medium-sized enterprises in Central America. In addition,
at Latin American level, AL INVEST-IV and LAIF (KfW-CABEI, Program for
Entrepreneurial and Promotion of MSME in Central America, which started in 2013)
were meant to offer Aid for Trade beyond trade-related assistance.

At national level the EU had pledged to finance Aid for Trade beyond trade-related
assistance already in the various bi-lateral Country Strategy Papers (see Table 1.10). CSPs
for Guatemala and Nicaragua, for example, include the focal sector of “economic and
trade issues”; albeit with a different focus. In Guatemala, the EU initially focused on
“long-term and inclusive rural economic growth and food security”, with an emphasis on
the more depressed and isolated areas of the country and only under NIP II shifted its
focus to the development of the productive capacity and decent work conditions in the
countries SMEs. Nicaragua’s only NIP (covering the entire 2007 — 2013 period)
committed the EU to a relatively broad strategy of “ensuring policy coherence &
effective redistribution mechanisms”, “contributing to equitable economic growth”;
“facilitating national pro-poor policies”, including also support to SMEs through national
trade exchanges. Interestingly, none of these bi-lateral efforts is referenced in the 2012

3 Apoyo al desarrollo del sector privado en Centroamérica (ADESEP)
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Action Fiche of the regional project ADESEP. Four of the CSPs also indicated the intent
of fine-tuning their related strategies based on the findings of national “Trade Needs
Assessments” (e.g. Costa Rica, El Salvador, Guatemala, and Honduras). None of these
four Trade Needs Assessments have been carried out.

Finally, in spite of the formal correspondence of Central American priorities with
regional cooperation objectives of the European Union, the level of agreement of Central
American governments on the details of the integration process and its overall direction
has been called into question. A number of important documents and outputs supported
by the EU financially as well as technically were ultimately not approved politically, i.e. by
SICA’s Council of Presidents. The list of these initiatives and the associated outputs
includes key prerequisites of economic integration, such as a tax restitution mechanism, a
regional competition policy, and a common trade safeguards policy. It also includes the
regional food security policy and a proposal to reform the Central American Court of
Justice (CCJ). The outcome of these initiatives suggests that the opposing Central
American governments had not been sufficiently consulted during agenda setting and the
subsequent development of these inputs.

I-1.1.1 — Stated EU cooperation objectives reflect the Central American priorities stated in
Declarations of SICA summits/ presidential declarations

Findings — at
indicator level

EU cooperation objectives directly reflected the stated priorities of key declarations of
the Presidents and Heads of States of Central American states (in 20064 and 20105), made
in the context of respective special presidential summits. In 2006, heads of states/
presidents specifically endorsed the launching of negotiations for the Association
Agreement with the EU, and also commited themselves to the deepening of economic
integration and the completion of a customs union. In 2010, the heads of states broadly
re-commited themselves to the regional integration process, and specifically included a
wide range of areas into these efforts. The statement defines the 5 pillars of regional
integration, which are directly reflected in the major cooperation priorities of the
European Union (such as (democratic) security, disaster risk reduction, social &
economic integration, institutional strengthening of RIOs). In the same declaration, the
heads of states also affirmed their commitment to the development of a regional
response to food insecurity.

In spite of the correspondence of these formally declared regional priorities with regional
cooperation objectives of the European Union, the agreement of these governments on
details of the integration process and direction is not certain. A number of important
documents and outputs supported by the EU financially as well as technically were
ultimately not approved politically, i.e. by Central American governments. The list of
these initiatives and the associated outputs includes key prerequisites of economic
integration, such as a tax restitution mechanism, a regional competition policy, and a
common trade safeguards policy. It also includes the regional food security policy and a
proposal to reform the Central American Court of Justice (CCJ). The outcome of these
initiatives suggests that the opposing Central American governments had not been
sufficiently consulted during agenda setting and the subsequent development of these
inputs.

4'The Declaracién de Panama of March 9, 2006

5> Declaracién Conjunta, Cumbre Extraordinaria San Salvador, July 20, 2010
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Data,
extracts

sourees,

Supporting evidence:
Table 1.1:
economic integration/ Association Agreement

Stated Central American policy & cooperation priorities —

Quotes (Source)

Interpretation/
Significance

“9. Instruir al Consejo de Ministros de Relaciones Excteriores a
que, en coordinacion con el Consejo de Ministros de Integracion
Econdmica, continiie con las acciones y gestiones necesarias
tendientes a lograr que, en el marco de la Cumbre de VViena, a
celebrarse en el mes de mayo de 2006, se anuncie el lanzamiento
de las negociaciones del  Acuerdo de  Asociacion  entre
Centroameérica y la Union Europea, gue comprende un Tratado
de Libre Comercio.” (Declaraciéon de Panama, March 9,

2006)

Endorsement of launching of
negotiations of Association
Agreement with EU.

“10. Reafirmar nuestro firme compromiso politico con la
profundizacion  del  proceso  de  Integracion  Econdmica
Centroamericana y, en especial, con la consecucion de la Unidn
Aduanera a la mayor brevedad, convencidos que es uno de los
instrumentos esenciales para impulsar el desarrollo econdmico y
social de Centroamérica y que, a la veg, nos permitird contar con
los mecanismos que posibiliten los procesos de negociacion de
Jforma conjunta.” (Declaraciéon de Panama, March 9,
2000)

endorsement  of
economic
including

Express
advancing
integration,
customs union.

“13. Considerar la importancia de fortalecer el proceso de
integracion centroamericana y favorecer un mayor contacto y
movilidad entre sus respectivos pueblos y gobiernos, por ello los
Presidentes de  Guatemala, Honduras y Nicaragua y la
Vicepresidenta de El Salvador instruyen a las antoridades
correspondientes para que, en coordinacion con SG- SICA y
SIECA, propongan el mecanismo necesario para la pronta
eliminacion de los controles migratorios en sus respectivos puntos
fronterizos.” (Declaraciéon de Panama, March 9, 2000)

Endorsement of removal of
border controls/ migratory
controls

“14. Instruir al Consejo de Ministros de Relaciones Exteriores

para que continue trabajando en la obtencion de los recursos del
programa plurianual de cooperacion de la Unidn Europea hacia
Centroameérica 2007-2013. Asimismo, que parte de esos
recursos puedan ser canalizados en apoyo a la implementacion
de un future Acunerdo de Asociacion entre la Unidn Europea y
Centroameérica, y principalmente para la consecucion de un
Tratado de Libre Comercio entre  ambas  regiones.”
(Declaracién de Panama, March 9, 2006)

Specific endorsement of the
regional cooperation
programme/ RSP of the
European Union for the
cooperation period 2007 —
2013.

“12. Reafirmar nuestra voluntad de continuar promoviendo e/

proceso de integracion econdmica, con miras a avangar en el
establecimiento de una Union Aduanera, tomando en cuenta el
esfuerzo que estan desarrollando Ei Salvador, Guatemaia y
Honduras.” ~ (Declaraciéon ~ Conjunta,  Cumbre
Extraordinaria San Salvador, July 20, 2010).

Confirmation of
commitment to economic
integration process, at time
of EU MTR, and RIP for
2010 - 2013

Table 1.2:
regional integration (overall)

Stated Central American policy and cooperation priorities —
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Extraordinaria San Salvador, July 20, 2010).

Quotes (Source) ;r.lter.pretatlon/
ignificance

“1. Ratificar gue el objetivo fundamental que nos guia de manera | Endorsement of and

inequivoca es la realizacion de la infegracion regional, para | commitment to  the

consolidar en la region la Paz, Libertad, Democracia y Desarrollo, | deepening of  regional

como un todo armonico e indivisible, de conformidad con el Protocolo | integration in  Central

de  Tegucigalpa.”  (Declaracion  Conjunta, Cumbre | America

4. Relanzar el proceso de integracion regional, basado en el
compromise histdrico que hoy ratificamos, a través del desarrollo de
acciones en cinco grandes pilares: seguridad democritica; prevencion y
mitigacion de los desastres naturales y de los efectos del cambio

climdtico;  integracion  social;  integracion  econdmica; y el | regional cooperation (in
Sortalecimiento de la institucionalidad regional.” (Declaracion | particular  “democratic
Conjunta, Cumbre Extraordinaria San Salvador, July 20, | security”, DRR, social
2010). and economic
integration, Institutional
strengthening.

Definition of 5 pillars of
regional integration,
which are coherent with
the focal areas of EU

Table 1.3: Stated Central American policy &
democratic security

cooperation priorities -

Quotes (Source)

“7. Redoblar los esfuerzos para fortalecer la segnridad democratica
regional, a través de la implementacion de la Estrategia de Seguridad
de Centroamérica y México, para combatir el crimen organizado, en
particular el narcotrdfico, el trifico ilicito de armas, pandillas
delictivas, grupos de exterminio, trata de personas, trdfico de personas
vy contrabando.”  (Declaracién ~ Conjunta,  Cumbre
Extraordinaria San Salvador, July 20, 2010).

Interpretation/
Significance
Commitment to
“democratic  security”,
including the
implementation of the
Central American
Strategy for Security.

Table 1.4: Stated Central American policy & cooperation priorities — food
security
Quotes (Source) II.1ter.pretat10n/
Significance
“11. Fortalecer la integracion social, mediante la implementacion de | Confirmation of food
la Agenda Estratégica Social del SICA, particularmente para | security —as  part  of

disminuir y erradicar la desnutricion infantil, combatir efectivamente
las enfermedades epidémicas e infectocontagiosas, ampliar las compras
conjuntas de medicamentos, asi como garantizar la seguridad
alimentaria y nutricional.” (Declaracion Conjunta, Cumbre
Extraordinaria San Salvador, July 20, 2010).

regional cooperation &
integration

Table 1.5: Stated Central American policy & cooperation priorities — disaster
risk reduction/ response to climate change
Quotes (Source) ;r.ltelzpretatlon/
ignificance
“9. Destacar con preocupacion que en los siltimos arios la region ha | Commitment  to a
debido enfrentar de manera recurrente situaciones de emergencia | regional  strategy  to

frente a desastres y diversos escenarios de riesgo, motivados por la

respond  to  climate
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variabilidad y el cambio climditico. Por lo anterior, reafirmar nuestro | change, in the context of
compromiso de concluir, aprobar y aplicar a la brevedad Ja | disaster risk reduction.
Estrategia Regional de Cambio Climatico y desarrollar las diferentes
politicas y planes centrados en la mitigacion y adaptacion, para
enfrentar las amenazas del Cambio Climatico.” (Declaracién
Conjunta, Cumbre Extraordinaria San Salvador, July 20,
2010).

“10. Instruir a la SG-SICA para que, en coordinacion con las | (Among others),
antoridades competentes, promuevan la adopcion de una Resolucion | commitment to actions in
ante la Asamblea General de la Organizacion de las Naciones | DRR

Unidas, asi como ante la Conferencia de las Partes de la Convencion
Marco de las Naciones Unidas sobre Cambio Climitico, a
realizarse en Canciin, México, en noviembre y diciembre del presente
aino; que contemple la creacion de un fondo regional destinado a la
prevencidn, mitigacion de desastres naturales y la reconstruccion de los
paises  afectados. En este mismo  sentido, impulsar ante esa
Organizacion y otros organismos regionales y extra-regionales el
apoyo a dicho fonde.” (Declaracién Conjunta, Cumbre
Extraordinaria San Salvador, July 20, 2010).

Detracting evidence:

In spite of broad (formal) agreement of EU objectives, and Central American priorities,
the actual commitment of individual stakeholders to the details of regional integration
and the availability of corresponding political support is called into question:

“However, there is no consensus among CA governments on a thorongh overhanl of SICA, eg. the
creation of a Single Secretariat. Regional institutions remain weak as there is insufficient political support
Sfrom all CA countries, and no regional financing mechanisms have yet been adopted, despite the fact that
several proposals have been tabled.” (EU Delegation Nicaragua, 2010)

A number of important documents and outputs supported by the EU financially as well
as technically were ultimately not approved politically, ie. by Central American
governments. This suggests that the opposing Central American governments had not
been sufficiently consulted during agenda setting and the subsequent development of
these inputs (see Table 1.6 below).

Table 1.6: Key documents, proposals and initiatives drafted and facilitated with
EU resources that failed to gain approval

Sector Description of EU- | Comments
supported initiative
/ output
Economic Development of a tax | Although a key component of the customs
Integration restitution mechanism | union, the proposed mechanism  was
(ADAPCCA) ultimately not adopted at the political level.

(see EQ 3 on economic integration)

Technical outputs / | Governments of member countries of
proposal for regional | Central American Customs Union ultimately
competition policy did not agree to put regional competition
policy on the regional economic integration
agenda, in spite of the fact that the
harmonization of competition policy is part
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of the Association Agreement. (see EQ 3 on
economic integration)

Common trade | Central American national governments
safeguards policy in | slowed down the programme ADAPCCA on
Central America this subject, as they were hesitant to release

their positions while they were negotiating
the Association Agreement with the EU. (see
EQ 3 on economic integration)

SIECA proposal for | Not approved by Central American
advancing economic | Governments

integration (published

in 2013)
Food Regional food security | Policy proposal received heavy criticims
Security policy from national stakeholders (including food

security coordinagting secretariats) during
multi-lateral review of draft policy and draft
policy was ultimately not approved by the
Central American Presidents. (see EQ 7 on
Food Security)

Institutional | Proposal to reform | Not accepted by Central American
Strengthening | the CCJ (financed | Governments

under the EU
programme PAIRCA
2

I-11.2- EU
Cooperation

cooperation objectives reflect priorities stated in 2003 Political Dialogue and
Agreement, Declarations of Vienna Summit, Association Agreement

Findings  at
indicator level

EU cooperation objectives are coherent with the priorities stated in the 2003 cooperation
agreement between the European Community and the Central American countries. The
RSP and the RIP also reflect many of the main priorities of the Association Agreement,
including the importance of regional integration, economic integration, security,
environmental sustainability and disaster risk reduction.

The Association Agreement emphasizes the importance of pursuing greater social
cohesion and social equality through development cooperation, in addition to the
facilitation of economic integration and regional integration overall. Among other things,
development cooperation was meant to contribute to gender equality and was tasked to
help promote social development and social cohesion by reducing social and economic
imbalances “between and within the parties”. These goals should be achieved in
particular by “promoting fair globalisation and decent work for all”, associated with the
mobilisation of “significant financial resources, from both cooperation and national
resources”. As means to achieve these ends, the AA commits the signing parties to
promote policies to achieve a better income distribution, trade and investment policies to
stimulate fair trade, rural and urban micro, small and medium enterprises, and
employment policies that could help creating decent work and economic opportunities
for all, including poorest and most vulnerable groups and the most disadvantaged
regions.

In contrast to the relatively strong emphasis on social and economic equality and equity
in the AA, issues related to social and economic equality have not been included in the
EU RSP in a particularly prominent position. The promotion of (social) equality, and the
avoidance of (social) exclusion of particular groups is merely being treated as one of four
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major cross-cutting issues. Also, equality is not being framed specifically in economic
terms, but is mostly introduced as “social equality”.

Data, sources,
extracts

Supporting evidence:

EU cooperation objectives are broadly coherent with the priorities stated in the 2003
cooperation agreement between the European Community and the Central American
countries.

“1. The Parties agree that the cooperation provided for in the 1993 Framework Cooperation Agreement
shall be strengthened and extended to other areas. 1t shall focus on the following objectives: (a) promotion
of political and social stability through democracy, respect for human rights and good governance; (b)
deepening of the process of regional integration among the countries of Central America to contribute to
higher economic growth and gradual improvement of quality of life for their peoples; (c) poverty reduction
and promotion of more equitable access to social services and the rewards of economic growth, ensuring an
appropriate balance between economic, social and environmental components in a sustainable development
context.”

“2. The Parties agree that cooperation shall take account of cross-cutting aspects relating to economic and
social development, including issues such as gender, respect for indigenous peoples and other Central
American ethnic groups, natural disaster prevention and response, environmental conservation and
protection, biodiversity, cultural diversity, research and technological development. Regional integration
shall also be considered as a cross-cutting theme and in that regard cooperation actions at national level
should be compatible with the process of regional integration.”

“3. The Parties agree that measures aimed at contributing to regional integration in Central America
and strengthening inter-regional relations between the Parties shall be encouraged.” (European Union,

2003)
Further supporting evidences can be found in table 1.7 at the end of EQ 1

The RSP and the RIP also reflect many of the main priorities of the Association
Agreement, including the importance of regional integration, economic integtration,
security, environmental sustainability and disaster risk reduction. (EU Delegation Nicaragua,
2007), (EU Delegation Nicaragna, 2010) and (Enropean Union | Central America, 2012).

Detracting evidence:

EU principles | objectives and EU-CA priorities and objectives in most (if not all) key strategic
documents of the European Union emphasize the importance of using EU development cooperation to
ensure_that partner countries can make better use of the benefits of increased intra-regional and
international trade (better leveraging of trade) to achieve inclusive economic growth and to pursue a more
equitable distribution of the rewards of economic growth.

EU Consensus on Development strongly emphasizes inclusive wealth creation, among
other things also specifically in the context of trade and regional integration, where the
EU pledges to “assist developing countries on trade and regional integration through
fostering, equitable and environmentally sustainable growth, smooth and gradual
integration into the world economy, and linking trade and poverty reduction or
equivalent strategies” (European Consensus on Development).

“The priorities in this area are institutional and capacity building to desion and effectively implement
sound trade and integration policies, as well as support for the private sector to take advantage of new
trading opportunities.” (Enropean Consensus on Development).
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Support in these areas (integration of trade into national development strategies) is also
considered one of the areas where the EC can provide “value added” to development
support offered by EU member states:

“49. Second, with the support of Member States, ensuring policy coberence for development in Community
actions (1), in particular where Community policies have significant impacts on developing countries, such
as trade, agriculture, fisheries and migration policies, and promoting this principle more widely. Drawing
on its own experiences, and exclusive competence in trade, the Community has a comparative advantage in
providing support to partner countries to integrate trade into national development
strategies.” (European Consensus on Development, 2005)

The EU and Central America also integrated these priorities in the three objectives of the
2003 EU-CA Cooperation Agreement. The parties pledge to deepen the process of
regional integration to “contribute to higher economic growth” and to the “gradual
improvement of quality of life” of the Central American population (EU-CA
Cooperation Agreement; (European Union, 2003)). The “integrated trade cooperation
agenda” was meant to help Central American stakeholders to “best tap the opportunities
that trade implies, broadening the productive based that will benefit from trade, including
the development of mechanisms to face the challenges of greater market competition,
and building those skills, instruments and techniques required to accelerate the enjoyment
of all benefits of trade” (EU-CA Cooperation Agreement (European Union, 2003)). The
agreement also foresaw the promotion of a favourable environment for the development
of medium-sized and micro-enterprises, including those in rural areas (EU-CA
Cooperation Agreement (European Union, 2003)).

The 2006 Vienna Declaration reiterated most of these cooperation principles and
objectives. It highlighted the importance of the promotion of equitable and sustained
economic growth to create more and better jobs and to fighting poverty and social
exclusion. The parties committed themselves to promoting public policies for a “better
distribution of wealth and of the benefits of economic growth”, also seeking to
“incorporate the informal sector into the formal economy”. Finally, the declaration also
affirms that “decent work is a key element for sustaining economic and social
development”, in particular for Central America’s youth. (Declaration of Vienna - IV
EU-LAC Summit, 20006). Adequate employment, and the enjoyment of the benefits of
economic growth “with equity and social justice” was also confirmed to be an important
element of the joint efforts to enhance social cohesion in the region (Declaration of
Vienna - IV EU-LAC Summit, 2000).

It is not clear at this point in the evaluation, to what extent these priorities were
adequately reflected in the EU regional and bi-lateral development strategies with Central
America. In contrast to the emphasis on linking trade and poverty reduction in key EU
strategy documents, in the 2003 EU-CA cooperation agreement, and in the Vienna
Declaration, these issues have not been included in the EU RSP in a particulatly
prominent position. Although the RSP is acknowledging the severity of income and
wealth inequality, and the importance of increasing social cohesion in Central America,
the EU does not specifically address these issues in their strategy, and does not put them
in relation to its efforts of promoting economic integration and intra-regional as well as
international trade.

Instead, the RSP treats the promotion of (social) equality and the avoidance of exclusion
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of particular groups merely as one of four major cross-cutting issues. Equality is also not
being framed specifically in economic terms, but is mostly introduced as “social equality”.

“6.6. Cross-cutting issues

Cooperation between the two sides should be based on the objective of broad participation by civil society
and the principles of social equality — including as regards gender, respect for minorities and different
cultnres, especially indigenous peoples, conflict prevention and environmental sustainability. All action
prepared in these areas must take into consideration the following cross-cutting issues:

Equal opportunities and exclusion: Al action under this strategy will take into consideration equal
participation by men and women and access for indigenous communities, in order to combat exclusion and
marginalisation. In particular, gender equality will be promoted at regional level (policy making, pilot
initiatives, and exchange of good practices) as a complement and in coberence with the EC Country
Strategy Papers for 2007-13. These foresee specific actions in this area; additionally a Gender profile is
annexed to the CSPs for Central America.” (EU Delegation Nicaragua, 2007)

Only in 2012, the EU signed a financing agreement for a € 7 million regional project
(ADESEPY) to help improve the business environment and the productive and trade
capacities of micro, small and medium-sized enterprises in Central America. In addition,
at Latin American level, AL INVEST-IV and LAIF (KfW-CABEI, Program for
Entrepreneurial and Promotion of MSME in Central America, which was due to start in
2013) were meant to offer Aid for Trade beyond trade-related assistance.

At national level the EU had pledged to finance Aid for Trade beyond trade-related
assistance already in the various bi-lateral Country Strategy Papers (see Table 1.10). CSPs
for Guatemala and Nicaragua, for example, include the focal sector of “economic and
trade issues”; albeit with a different focus. In Guatemala, the EU initially focused on
“long-term and inclusive rural economic growth and food security”, with an emphasis on
the more depressed and isolated areas of the country and only under NIP II shifted its
focus to the development of the productive capacity and decent work conditions in the
countries SMEs. Nicaragua’s only NIP (covering the entire 2007 — 2013 period)
committed the EU to a relatively broad strategy of “ensuring policy coherence &
effective redistribution mechanisms”, “contributing to equitable economic growth”;
“facilitating national pro-poor policies”, including also support to SMEs through national
trade exchanges. Interestingly, none of these bi-lateral efforts is referenced in the 2012
Action Fiche of the regional project ADESEP.

Many of the CSPs also indicated the intent of fine-tuning their related strategies based on
the findings of national “Trade Needs Assessments” (e.g. Costa Rica, El Salvador,
Guatemala, Honduras). These assessments have not been implemented.

The Association Agreement (signed in 2012) continues to emphasize the importance of
inclusive economic development and growth, i.e., to pursue greater social cohesion and
social equality through development cooperation. EU cooperation is meant to help
reduce inequality and social exclusion, as well as all forms of discrimination by means of
sustainable development, with a view to reducing the imbalances “between and within the

¢ Apoyo al desarrollo del sector privado en Centroamérica (ADESEP).
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Parties”, as stated in the AA.

“1. The general objective of cooperation is to support the implementation of this Agreement in order to
reach an effective partnership between the two regions by facilitating resources, mechanisms, tools and
procedures.

“2. Priority shall be given to the following objectives |[...]: (b) contributing to [...] gender equality, all
Jorms of non-discrimination, cultural diversity, pluralism, promotion and respect for human rights,
Sfundamental freedoms, transparency and citizen participation; (c) contributing to social cobesion through
the alleviation of poverty, inequality, social exclusion and all forms of discrimination so as to improve the
quality of life for the peoples of Central America and the Enropean Union; (d) promoting economic
growth with a view to furthering sustainable development, reducing the imbalances between and within the
Parties and developing synergies between the two regions;” (European Union | Central America, 2012,

P 11)

Under Title 11T of the Association Agreement, the document lays out further details and
language on the priority of pursuing social development and social cohesion by means of
development cooperation. The AA emphasizes in this passage that these goals should be
achieved in particular by “promoting fair globalisation and decent work for all”.
Furthermore, accomplishing these goals is meant to be associated with the mobilisation
of “significant financial resources, from both cooperation and national resources”.

TITLE 111

SOCLAL DEVELOPMENT AND SOCLAL COHESION

Article 41

Social Cobesion including the Fight against Poverty, Inequalities and Excclusion

1. The Parties, acknowledging that social development shall go hand in hand with economic development,
agree that cooperation shall aim at enbancing social cobesion through the reduction of poverty, inequity,
inequality and social exclusion, in particular in view to the fulfilment of the Millenninm Development
Goals and of the internationally agreed objective of promoting fair globalisation and decent work for all.
The accomplishment of these objectives shall mobilise significant financial resources, from both cooperation
and national resources. (European Union / Central America, 2012).

To this end, EU cooperation should promote policies to achieve a better income
distribution, supporting reduced inequalities, including corresponding trade and
investment policies that would stimulate fair trade, rural and urban micro, small and
medium enterprises, as well as employment policies to help create decent work for all and
economic opportunities with a particular focus on the poorest and most vulnerable
groups and the most disadvantaged regions.

“2. For this purpose, the Parties shall cooperate in order to promote and to support the execution of> (a)
economic policies with a social vision oriented to a more inclusive society with a better income distribution
in order to reduce inequality and inequity; (b) trade and investment policies, bearing in mind the link
between trade and sustainable development, fair trade, the development of rural and urban micro, small
and medinm enterprises and their representatives organisations and to corporate social responsibility;
[ () employment policies directed towards decent work for all and the creation of economic opportunities
with a particular focus on the poorest and most vulnerable groups and the most disadvantaged regions,
and specific measures promoting tolerance to cultural diversity at work;” (European Union | Central
America, 2012, p. 16).

JC 1.2 — Ownership of regional integration process and concept among national stakeholders
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(private ector, civil society, and national governments)

Statement
on JC1.2

Among Central American and European civil society, attitudes towards the direction of
the regional integration process, and the support of the process through EU regional
cooperation between 2007 and 2013 were mixed. Civil society organisations who were
members of the CC-SICA at the time of the Vienna Summit (in coordination with
members of other consultative bodies for civil society in other sub-regions of Latin
America) voiced cautious support of the principle of regional integration, and welcomed
the start of the negotiations of the Association Agreement between Central America and
the European Union.

At the same time, civil society organisations were careful to emphasize that a strong social
emphasis was required in the regional integration process to redress inequalities, and
promote social cohesion along with regional integration, that would include a labour
dimension in the negotiations, also avoiding drastic increases in intra-regional migration.
A broad coalition of European and Latin American/ Central American CSO reiterated
this demand in 2011, as a reaction to the publication of the second Regional Indicative
Programme (RIP) for EU regional cooperation with Central America for the years 2011 —
2013. Another report by members of that same CSO coalition published in 2011
emphasized that the strong focus placed by the Eureopean regional cooperation strategy
on the promotion of interregional trade between the EU and Central America (by using
the RSP and RIP to facilitate the signing and implementation of the Association
Agreement) could end up distorting the development of trading capacity of SMEs in
Central America towards international trade, instead of intra-regional trade, which might
have had a stronger effect on economic advancement and poverty reduction in the
region.

Finally, CSOs strongly emphasized the need for strengthening of civil society structures
for dialogue/ civil society consultation, also with respect to Association Agreement.

Press atticles from different Central American countries published over the petiod
covered by the evaluation illustrate support of the Central American regional integration
process from different private sector stakeholders and commentators. A number of
articles consider regional integration as essential for economic advancement, and criticise
Central American political leaders for their lack of follow-through on pro-integration
political statements. Central America’s tourism industry, for example, has lobbied for
promoting a single Central American brand in tourism since 2008, and has also called on
Central American political leaders to demonstrate more political will to advance regional
integration. The Federation of Chambers of Exporters of Central America, Panama and
the Caribbean (FECAEXCA) also called for advancing regional and economic integration
as the most important tool for increasing trade in the region and generating the
economies of a scale necessary to compete in the global market. Numerous other
columns offered similar assessments and sentiments.

I-1.2.1 - % of population/ business community/ civil society organisations supporting
recent course of regional integration

Findings  at
indicator level

[Indicator dropped — no data available]

I-1.2.2 - Concept and approach of regional integration is endorsed in articles of major
newspapers and other news outlets in Central American countries

Findings  at
indicator level

Press articles from different Central American countries published over the petriod
covered by the evaluation illustrate support of the Central American regional integration
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process from different parts of the private sector. A number of articles consider regional
integration as essential for economic advancement, and criticise Central American
political leaders for their lack of follow-through on pro-integration political statements.
Central America’s tourism industry, for example, has lobbied for promoting a single
Central American brand in tourism since 2008, and has also called on Central American
political leaders to demonstrate more political will to advance regional integration. The
Federation of Chambers of Exporters of Central America, Panama and the Caribbean
(FECAEXCA) also called for advancing regional and economic integration as the most
important tool for increasing trade in the region and generating the economies of a scale
necessary to compete in the global market. Numerous other columns offered similar
assessments and sentiments.

Data, sources,
extracts

Table 1.7: Selected press articles / columns on status and perspectives on Central
American Integration

Title of Article Do e G Publication
(Date) (Country)
Central America -- a | Article arguing that Central American | Proceso  Digital
single brand - At the | countries need to take advantage of the | (Honduras)

International fact that "European visitors want to see
Toutism Fair | more than one country" when they fly
inaugurated today in | such a long distance.

London, Central

America is projecting
itself as a combined
brand.  (November
10, 2008)

Regional Integration, | Commentary on publication of IMF | Elsalvador.com
the key to facing the | report “Central America: Economy, | (El Salvador)
crisis (November 24, | progress  and  reforms”,  broadly

2008) supporting the concept of regional

integration
The Integration of | Column criticizing the paralysis of the | El Financiero
Central America - | political process towards greater regional | (Costa Rica)

Paralyzed in political | integration that at the same time finds
terms, the integration | that commercial integration is advancing.
of Central American
countries continues

to advance in

commercial terms.

Central American | Article on a statement released by the
Customs Union is | Federation of Chambers of Exporters of
Essential Central America, Panama and the

Caribbean (FECAEXCA) that states that
the Central American Customs Union is
the most important tool for increasing
trade in the region and generating the
economies of a scale necessaty to
compete in the global market.

"Motre Political Will" | Call of the Federation of Tourism | La Nacién (Costa
for Regional Tourism | Chambers of  Central  America | Rica)

Integration (FEDECATUR) for more political will to
(September 24, 2012) | promote tourism integration in the
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region, criticising the lack of follow-

through of Central American presidents

on pro-integration political statements
Central American | Report on expert meeting in support of | El Periodico
Integration is  a | regional integration that pointed the | (Guatemala)
Matter of Political | lacking political will among regional
Will  (October 8, | governments to press ahead in the
2013) otherwise desireable and favourable

project of regional integration
The Essential Central | Call for realization of full customs union; | La Tribuna
American  Customs | and criticism of unwillingness / inability | (Honduras)
Union (April 28, | of Central American Governments to
2014) take the required steps
Customs Offices | Report on study commissioned by | La Prensa
Should be Open | Federation of Chambers of Commerce of | (Panama)
24/7 for Cargo (June | Central America (FECAMCO) for
12, 2014) greater 24/7 access to customs services.

Study concluded that there are concluded

that there are 87 barriers to trade in the

region, one of the major ones being

operations of the systems at customs

offices at borders, followed by

bureaucratic requirements and lack of

adequate infrastructure.
The Key to | Article examaning the state of regional | La Prensa
Development is | integration  in  Central ~ America, | (Honduras)
Integration - There | emphasizing the economic benefits of
are too many entities | more integration, and questioning why
in the field of | integration has not advanced more in the
integration and they | last 50 years.
do not seem to be
working with  the
speed they should.
(September 17, 2014)

I-1.2.3: National networks of civil society organisations support concept & approach of

regional inte

gration

Findings  at

indicator level

Civil society organisations who were members of the CC-SICA at the time of the Vienna
Summit (in coordination with members of other consultative bodies for civil society in
other sub-regions of Latin America) voiced cautious support of the principle of regional
integration, and welcomed the start of the negotiations of the Association Agreement
between Central America and the European Union.

At the same time, civil society organisations were careful to emphasize their opinion that
a strong social emphasis was required in the regional integration process to redress
inequalities, and promote social cohesion along with regional integration, that would
include a labour dimension in the negotiations, also avoiding drastic increases in intra-
regional migration. A broad coalition of European and Latin American/ Central
American CSO reiterated this demand in 2011, as a reaction to the publication of the
second Regional Indicative Programme (RIP) for EU regional cooperation with Central
America for the years 2011 — 2013. Another report by members of that same CSO

coalition published in 2011 emphasized that the strong focus placed by the Eureopean
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regional cooperation strategy on the promotion of interregional trade between the EU
and Central America (by using the RSP and RIP to facilitate the signing and
implementation of the Association Agreement) could end up distorting the development
of trading capacity of SMEs in Central America towards international trade, instead of
intra-regional trade, which might have had a stronger effect on economic advancement
and poverty reduction in the region.

Finally, CSOs strongly emphasized the need for strengthening of civil society structures
for dialogue/ civil society consultation, also with respect to Association Agreement.

Data,
extracts

sourees,

Supporting evidence:

Table 1.8: Themes arising from final declaration of preparatory meeting of
civil society organisations’ during Vienna Summit (1)
Theme References
Cautious support of the | “Regional integration is a strategic factor in relations between the two
overall regional | continents.” (EU-LAC CSO, 2000)
integration  initiative, | “The integration processes and association agreements involve both
including the linking of | challenges and opportunities which will require a clear, shared political
regional integration | commitment” (EU-LAC CSO, 2000)
with the Association | “request that a decision be taken at the Fourth Vienna Summit to
Agreement open  negotiations for association agreements with the Andean
Community and with Central America. This should lead to greater
integration for these regions” (EU-LAC CSO, 2000)

Detracting evidence:

Civil Society Organisations participating at the Vienna Summit in 2006 stress the
importance of complementing an economic focus in the integration process with social
issues, such as redressing inequalities and promoting social cohesion, the inclusion of
labour dimensions into the regional integration process, and, in particular the
strengthening of dialogue structures for civil society to provide more opportunities for
CSOs to participate in the shaping of the regional integration process, including the

negotiation and implementation of the Association Agreement.

Table 1.9: Themes arising from final declaration of preparatory meeting of
civil society organisations® during Vienna Summit (2)
Theme References
Redressing inequalities/ | “(Plarticipants of the Fourth Meeting: 4.1.1. strongly believe that the
promoting social | regional integration processes should include financial mechanisms for
cohesion through | redressing inequalities and promoting social and territorial cobesion
regional integration | and economic, social and environmental sectoral impact studies” (EU-

(including  Association
Agreement)

LAC CSO, 2006)

“strongly believe that civil society in both continents should not only
take part in the negotiation processes and monitoring of the association
agreements between the EU and the countries and regions of Latin

America, but also in ensuring that they contain a social, as well as an
economie, dimension” (EU-LAC CSO, 20006)

Inclusion of labour

dimension into

“are of the opinion that these integration processes need to include a
social and a labour dimension, bring in indigenons populations and

7 Consisting of members of the CC-SICA

8 Consisting of members of the CC-SICA
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integration process

other social groups and support young people and develop their
professional skills” (EU-LAC CSO, 20006)

Avoidance of increased
migration,  due  to
regional integration

“request that handling migration flows be made a priority in relations
between the two regions, in compliance with the principles of combating
the trafficking of buman beings, legalising the sitnation of migrants
and ensuring their economic, social and political integration. They also
call for the adoption of joint policies which wonld create favourable
conditions for people to stay in their countries of origin, focusing on
their economic and social development” (EU-LAC CSO, 2000)

Strengthening of civil
society structures for
dialogue/ civil society
consultation (also with
respect to Association
Agreement)

“onsider that it is a key responsibility of Latin American and
Caribbean governments to support civil society structures for dialogue,
including through financial support, particularly at regional level”

“believe that European cooperation programmes must (through
training and information initiatives) foster a culture of participation
among Latin American and Caribbean civil society organisations,

and help to strengthen consultative bodies within regional integration
institutions”

“agree to request that a programme be submitted, to the EU and
other international bodies, supporting the institutional reinforcement of
the consultative bodies (]...] the Central American Integration
System's Consultative Committee, [...]). Similarly, they agree to call
Jor a training programme to boost a culture of regional integration
processes”.

“bropose that all agreements should provide for a consultative body
(joint  consultative committee — JCC) for the monitoring and
reinforcement of these agreements; thus, have decided to draw up a
proposal on the required tasks, membership and content of these
JCCs” (EU-LAC CSO, 2006).

In 2011, a coalition of CSO networks also criticizes the marginalisation of issues related
to social cohesion in EU development cooperation as it exists and is being carried out
after the Mid-Term Review of the RSP 2007 — 2013.

“Social cobesion is a priority in EU development cooperation with Latin America and highlighted in the
Green Paper as an ingredient for inclusive growth. However, there is no clear definition of the concept of
social cobesion in EU development cooperation and it fails to recognise that social cobesion is closely
linked to other policies such as trade, investment and finance. In Central America a broad range of
programmes and projects from trade liberalization to justice and security are carried out under the
objective of social cobesion. This allows too much flexibility for the EC in programming and
implementation and matkes any closer evaluation of it difficnlt. The EU should center its support fo social
cobesion on programmes aimed at supporting social and fiscal policies to promote equity, access to basic
services and decent work.” (ALOP, CIFCA, CIDSE, APRODEV, 2011)

Another report by members of that same CSO coalition points out the possibility that the
strong focus on interregional trade between the EU and Central America, including the
emphasis of EU regional cooperation on ensuring the signing and implementation of the
Association Agreement as an international trade agreement, could end up distorting the
development of trading capacity of SMEs in Central America towards international trade,
instead of intra-regional trade, which might have had a stronger effect on economic
advancement and poverty reduction in the region.
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“At the same time, the EU should focus on supporting intraregional markets instead of promoting
interregional trade with aid instruments. This is extremely important considering that the EU promotes
trade agreements with all Latin American regions and is keen to utilise aid instruments in order to show
the utility of these agreements. In Central America the EC already nses aid instruments to build
strategies for SMEs to start exporting their exports to the EU. This ends up in distorting SMEs own
strategies which mainly focus on local, national and at most, intraregional markets.” (APRODEV,
CIDSE, CIFCA, 2011)

Overall, the coalition of CSO networks criticizes that priorities of EU development
cooperation had changed its focus “over the past decades, away from democracy,
governance and human rights towards a stronger focus on trade and economic growth”.

“Human rights, democracy and governance should be objectives in their own right in EU development
cooperation. In EU cogperation with Central America, there has been a change in focus over the past
decades, away from democracy, governance and human rights towards a stronger focus on trade and
economic growth. EC priorities and specific development cooperation programmes fail to respond
adequately to the widespread problems of poverty, injustice and inequality in the region.” (APRODETL’,
CIDSE, CIFCA, 2011)

I-1.2.4: National business associations support/ endorse concept and recent progress in

regional inte

gration

Findings  at
indicator level

Central America’s tourism industry, for example, has lobbied for promoting a single
Central American brand in tourism since 2008, and has also called on Central American
political leaders to demonstrate more political will to advance regional integration. The
Federation of Chambers of Exporters of Central America, Panama and the Caribbean
(FECAEXCA) also called for advancing regional and economic integration as the most
important tool for increasing trade in the region and generating the economies of a scale
necessary to compete in the global market. Numerous other columns offered similar
assessments and sentiments.

Data, sources,
exctracts

See Indicator 1.2.3 above

JC 1.3 - Responsiveness of EU programming and support to changes in regional priorities

Statement
on J[C1.3

The EU has taken Mid-Term Review of the RSP 2007 — 2013 as an opportunity to adjust
its cooperation strategy to some of the changes or shifts in cooperation priorities in the
region. Changes to EU objectives responded in particular to the deepening economic
crisis and associated job losses, the increasing environmental concerns and the precatious
security situation and corresponding Central American initiatives to respond to it.

Firstly, the EU concluded that it was necessary to make social, economic and
environmental benefits of regional integration more concrete and tangible for all parts of
the Central American population. Around the same time, a coalition of European and
Latin American CSOs had voiced concerns that the predominant focus of the RSP on
economic integration and trade issues essentially sidelined issues such as poverty
eradication, the reduction of inequality, etc. The EU eventually complemented its focus
on economic integration with a second cluster of issues in its RSP for 2011 - 2013,
evolving around the sustainable development of vulnerable (cross-) border areas; with a
focus on climate change adaptation, management of natural resources, and promotion of
sustainable energy. The major programme associated with this focal area for the second
RIP was meant to be the “Programa de desarollo local integral transfronterizo de Golfo
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de Fonseca” (GOLFONSECA), with a financial volume of € 20 million.

Secondly, in response to the Central American initiative to develop the Central American
Security Strategy in 2011 by Central American countries, the EU committed € 7 million
of the funds of the second RIP to assist Central American stakeholders with its
development and implementation. The specific objectives foresaw the improved
availability and exchange of intelligence on cross-border movements; the strengthening of
cooperation between the authorities in charge of cross-border control (customs, police,
justice) and law enforcement agencies of CA countries (as well as related human resource
development). The main programme associated with this component was meant to be the
“Programa de Apoyo a la Estrategia de Seguridad de Centroamérica”.

As part of the review process, the EU consulted selected regional stakeholders (civil
society, regional institutions, CA governments) in parallel with the negotiations on the
Association Agreement in Tegucigalpa. However, statements issued by a coalition of
Latin American (including Central American) and European CSO Networks (ALOP,
APRODEV, CIDSE, CIFCA) suggest substantial shortcomings of the openness and
transparency of the consultative process for civil society. Contributing factors were
thought to be associated primarily with a lack of up-to-date and sufficiently disaggregated
information provided to civil society, a failure to distribute available information to
participating CSOs ahead of meetings, an intransparent selection of a small circle of
CSOs for participation in these consultations, and the general brevity of the consultative
meetings.

I-1.3.1 — Significant shifts in regional priorities (stated in official declarations) are
followed by formal adjustments of EU cooperation objectives, priorities and approaches

Findings  at
indicator level

As already identified in the inception report for this evaluation, the mid-term review of
the implementation of the 2007 — 2013 RSP (2010) called for the realignment of the
European support strategy. In particular the economic crisis and associated job losses,
increasing environmental concerns linked to effects from climate change and the
precarious security situation in the region were seen to increase the social and
environmental vulnerability of the Central American societies. The EU concluded that it
was necessary to help Central American stakeholders to make social, economic and
environmental benefits of regional integration more concrete by helping to address some
of the social and environmental concerns in the region, focusing in particular on specific
cross-border regions.

In order to respond to the increased social and environmental vulnerability in the region,
the EU complemented its focus on economic integration with a second cluster of issues,
evolving around the sustainable development of vulnerable (cross-) border areas; with a
focus on climate change adaptation, management of natural resources, and promotion of
sustainable energy. The major programme associated with this focal area for the second
RIP is the “Programa de desarollo local integral transfronterizo de Golfo de Fonseca”
(GOLFONSECA), with a financial volume of € 20 million.

Also, in response to the Central American initiative to develop the Central American
Security Strategy in 2011 by Central American countries, the EU committed € 7 million
of the funds of the second RIP to assist Central American stakeholders with its
development and implementation. According to the RIP, the specific objectives of this
component included, among other things, the improvement of the availability and
exchange of intelligence on cross-border movements; the strengthening of cooperation
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between the authorities in charge of cross-border control (customs, police, justice) and
law enforcement agencies of CA countries (as well as related human resource
development). The main programme associated with this component is the “Programa de
Apoyo a la Estrategia de Seguridad de Centroamérica”.

Data, sources,
extracts

Supporting evidence:
References regarding sustainable development:

“Sustainable development of vulnerable (cross-)border areas, with a focus on climate “change adaptation,
management of natural resources, and promotion of sustainable energy

Justification: Support for the development of the Central American border ones, in the most vulnerable
areas, will contribute to enbancing cultural and economic exchanges between groups of citizens on both
sides of borders and creating a culture more inclined and open to regional integration. In addition,
interventions focusing on climate vulnerability, adaptation and mitigation are key to promoting regional
integration and ensuring the region’s sustainable development. These measures can be supported and
strengthened by an integrated and coordinated approach, particularly where the impact of climate change
transcends boundaries (eg. river and sea basins and bio-geographic regions). The coordination of these
interventions with the possible setting up of a financial fund for the development of Central America,
linked to implementation of the Association Agreement, will be considered in due conrse.

Experience with other regional programmes, including social infrastructure in border areas (eg. Bi-
National Programme El Salvador-Honduras, ZONAF, PREV DA and PRESANCA), has shown
that they promote a spirit of cross-border cooperation and exchange. The consultation process bas
emphasised the need to matke regional integration less abstract — not a subject just for bureancrats — by
bringing the issue ‘into the field’ and showing local peaple the advantages of this process in a context of
economic crisis and job losses. One or two bi-national or tri-national border zones will be selected to
develop pilot projects. The priorities here also come under SICA regional strategies or policies: strategy
linking agriculture, environment and health (ERAS, 2008); the climate change strategy; and the regional
strategy on renewable energy until 2020. To address urgent social needs, all supported activities will need
to maximise positive social impacts and lead to sustained employment creation.” (EU Delegation
Nicaragua, 2010)

Refernces regarding increased support for regional security:

“IS Jupport for regional security (sector 3) should be strengthened, given the high priority for the region and
the needs of the regional security strategy. On the basis of a pilot project, starting in 2009/2010, the
concept of integrated border management should be further expanded, and steps taken to improve the
exchange and accessibility of data on the movement of people and goods in a context of free circulation.”
(EU Delegation Nicaragua, 2010)

Detracting evidence:

“On the basis of these findings, we wonld like to make the following recommendations.

Focus of development cooperation

* The eradication of poverty, reduction of inequality, strengthening of governance and bhuman rights and
the achievement of the MDGs is critical and should be the main focus of EC development cooperation.
The current CSP/RSP for Central America are not properly placing these issues as the main objectives
but rather moving to an emphasis on supporting market-driven economic growth.

» When introducing new priorities of the EU, such as aid for trade and climate change, it is important to
marfke sure that funds are not dispersed from poverty reduction and that it complies with ODA criteria.”
(ALOP, APRODEYV, CIDSE and CIFCA, 2009 (02))

In 2009, a coalition of civil society organisations from Europe and Latin America raises
concerns over the establishment of a “credit and investment fund” (the eventual LAIF),
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in particular over the potential of a redirection of development funds away from areas
directly related to poverty reduction, good governance, human rights and other areas
related to sustainable development and social cohesion.

“In the framework of negotiations for an Association Agreement with Central America there is a
discussion concerning a credit and investment fund. Concrete information on the exact nature of such a
Sfund, the volume, the criteria that wonld be applied for its implementation and how it would be financed is
not yet known as negotiations are being beld behind closed doors.

These flexibilities and uncertainties undetline the importance to closely monitor the
implementation and to make sure that funds are not being redirected from areas directly
related to poverty reduction, good governance and human rights and that all support
financed within the development cooperation strategies comply with ODA criteria.

I-1.3.2 — Mid-term review of EU RSP accompanied by comprehensive consultation of
national, regional stakeholders in CA

Findings  at
indicator level

During the mid-term review of the Regional Indicative Programme 2007 — 2009, the EU
consulted selected regional stakeholders in parallel with the negotiations on the
Association Agreement in Tegucigalpa. According to information from the EU, all parties
agreed that regional integration should receive further support. Additionally, the
economic sector (including SMEs should be supported, “with a view to stimulating
access to the intra-regional market (productivity, competitiveness) and creating
employment. Finally, it was agreed that assistance should help to involve civil society in
the regional integration process, and that it “should benefit both economic and social
actors and contribute to the Social Cohesion Agenda adopted by the region”.

Statements issued by a coalition of Latin American (including Central American) and
European CSO Networks (ALOP, APRODEYV, CIDSE, CIFCA) suggest substantial
shortcomings of the openness and transparency of the consultative process for civil
society. Contributing factors were thought to be associated primarily with a lack of up-to-
date and sufficiently disaggregated information provided to civil society, a failure to
distribute available information to participating CSOs ahead of meetings, an intransparent
selection of a small circle of CSOs for participation in these consultations, and the
general brevity of the consultative meetings.

Data, sources,
extracts

Supporting evidence:

“Consultations were held in March/ April, in parallel with the seventh round of negotiations on the
Association Agreement in Tegucigalpa, and in June with Member States. All stakeholders shared the
view that regional integration should be supported through actions to reduce the impact of the economic
and social crisis. They in particular underlined the need to support the economic sector, including SMEs,
cooperatives and farmers, with a view to stimulating access to the intra-regional market (productivity,
competitiveness) and creating employment. They also emphasised the need to concentrate on actions at local
level and to involve relevant actors within civil society. All activities should benefit both economic and
social actors and contribute to the Social Cobesion Agenda adopted by the region. Environmental issues,

in particular forest conservation and water management, were also emphasised.” (EU Delegation
Nicaragua, 2010)

Detracting evidence:

Statements issued by a coalition of Latin American (including Central American) and
European CSO Networks (ALOP, APRODEV, CIDSE, CIFCA) suggest substantial
shortcomings of the openness and transparency of the consultative process for civil
society. Contributing factors were thought to be associated primarily with a lack of up-to-
date and sufficiently disaggregated information provided to civil society, a failure to
distribute available information to participating CSOs ahead of meetings, an intransparent
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selection of a small circle of CSOs for participation in these consultations, and the
general brevity of the consultative meetings.

“1. The lack of availability of the most basic information on projects and spending which has made it
impossible to compare the different sectors and amounts defined in the CSP/RSP 2007-2013 and to
evaluate how EC money was actually spent.

2. The only information available was aggregated data in annual reports, delegation websites (which are
out of date), as well as very general and brief responses obtained from delegation staff.

3. The implementation of the CSP and RSP have experienced serious delays making the MTR process

problematic, as there are few

4. There have been serious limitations regarding the participation of civil society organisations (CSOs) in
the MTR consultations carried out by the EC delegations in Central America. These were mainly due to
the following:

a. Consultation meetings were convened at a very short notice.

b. Very few organisations were invited to these meetings.

¢. The criteria for selecting and inviting the participants were unclear.

d. Lack of consensus regarding the joint participation of national and international civil society.

e. Consultation meetings being too short.

[ Relevant documents and agendas were not distributed prior to the meetings, impeding substantive

analysis and effective discussions. This occurred, despite several requests made by civil society to the EC in
this regard.” (ALOP, APRODEV, CIDSE and CIFCA, 2009)

JC 1.4 — Correspondence between regional support and other EU support to region and policies
(including LA thematic programmes, EU environmental policy)

Statement
on JC1.4

The RSP and the RIP reflect many of the main priorities of the Association Agreement,
as the central treaty regulating Buropean policy towards Central America. Areas of
agreement include the importance of regional integration, economic integration, security,
environmental sustainability and disaster risk reduction.

However, in contrast to the relatively strong emphasis on social and economic equality
and equity in the AA, issues related to social and economic equality are only being treated
as one of four major cross-cutting issues of the EU cooperation strategy. In addition, the
principle of “equality” has not been specifically applied to economic conditions, but is
mostly referred to as “social equality”.

This is also significant as the overall beneficial economic effects for Central America that
are predicted to result from the implementation of the Association Agreement are not
expected to automatically and immediately benefit all countries and groups of the
population to the same extent. While the EU-commissioned Trade Sustainability Impact
Assessment of the Association Agreement of 2009 predicted a 0.6 percent reduction of
poverty across the region’,. the accrual of beneficial effects to currently marginalised
groups was expected to be dependent on the extent to which investments could be
dispersed into more domestically focused SMEs, instead of an exclusive focus on large
export-oriented firms. For this purpose, it was suggested to use EU cooperation and

? With a slight rise of poverty levels in Panama.
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other instruments to promote intra-regional trade opportunities particularly for smaller
firms with less of an international focus, in addition to opportunities for increased global,
international trade. Also, effects of the AA on labour, wages and labour conditions (and
thus social welfare, income and poverty reduction) in Central America were predicted to
depend in large part on accompanying policies and other measures to avoid a “race to the
bottom” of wages and standards in a competition for foreign direct investment. Among
other things, these efforts were suggested to aim at the establishment of uniform labour
standards, the stimulation of tripartite cooperation in labour relations (involving
employers, employees and the government) and social dialogue, also involving the
cooperation pillar of the AA. It is not clear to what extent EU development cooperation
between 2007 and 2013 has adequately anticipated these possible adverse effects, and
prepared for their mitigation with appropriate development interventions in areas like
labour (both wages and labour standards), and the preparation of domestic markets for at
least regional trade opportunities.

The implementation of the Association Agreement was also expected to add to the
increase of food prices in Central America, with the potential for worsening food
insecurity in the region. While rising output in the FVN (Fruit, Vegetable and Nuts)
sector!? was predicted to increase employment opportunities in the sector, domestic food
prices for consumers were also expected to increase, partly or completely offsetting any
income effects. Overall, in spite of the expected long-run benefits for Central American
societies, many population groups, and in particular vulnerable groups (including women)
were expected to incur significant adjustment costs in the short-run. The Sustainability
Impact Assessment of the EU suggested paying particular attention to these short-run
implications and adjustment costs associated with the Agreement. Again, it is not clear at
this point, to which extent EU development cooperation has adequately anticipated and
prepared to respond to these adjustment effects, and the associated costs.

Finally, the increased output of fruit, vegetables and nuts was also predicted to increase
the pressure on forests and biodiversity, as more forests were converted to farmland and
legal as well as illegal logging would increase. While the further global integration of the
Central American forest and agricultural sectors may actually stimulate the region’s
commitment to international and multilateral environment agreements, the EU’s
Sustainability Impact Assessment maintained that this would require clear sustainability
provision included in the AA, as well as other accompanying policy and cooperation
measures as part of the EU-Central American relationship

I-1.4.1 — Stated priorities of EU agricultural, trade policies consistent with stated
objectives of EU development cooperation

Findings  at
indicator level

As discussed under Indicator 1.1.1, the RSP and the RIP reflect many of the main
priorities of the Association Agreement, which has become the central treaty regulating
European policy towards Central America. Areas of agreement include the importance of
regional integration, economic integration, security, environmental sustainability and
disaster risk reduction.

However, in contrast to the relatively strong emphasis on social and economic equality
and equity in the AA, issues related to social and economic equality have not been
included in the EU RSP in a particularly prominent position. The promotion of (social)

10 E.g., between 20 and 23 percent in Costa Rica; and even by between 58 and 65 percent in Panama.

Final Report

July 2015 Annex 1 / Page 22




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

equality and the avoidance of (social) exclusion of particular groups is merely being
treated as one of four major cross-cutting issues. Also, equality is not being framed
specifically in economic terms, but is mostly introduced as “social equality”.

Data, sources,
extracts

See data and sources under Indicator 1.1.1 above.

I-1.4.2 — Trends in trading streams, types of traded goods and services, production
patterns of traded goods and services are consistent with principles and priorities of EU
development cooperation

Findings  at
indicator level

The overall economic effect of the AA on poverty levels in Central America was
expected to be positive, based on the Trade Sustainability Impact Assessment of the
Association Agreement that had been commissioned by the European Commission. The
2009 study expected a 0.6 percent reduction of poverty across the region, albeit with
varying effects in the different countries. Still, all countries except Panama were expected
to gain economically from the agreement, an effect in line with the poverty reduction
objective of EU development cooperation. For Panama, however, the AA was expected
to raise poverty levels slightly. Any economic gains were expected to be heavily
dependent on the depth of regional integration Central America would be able to achieve.

However, at the micro-level, and considering the effects of increased trade on individual
population groups and social cohesion, the inclusiveness of economic benefits was
expected to be dependent on the extent to which investments could be dispersed into
more domestically focused SMEs, instead of an exclusive focus on large export-otiented
firms. For this purpose, it was suggested to promote intra-regional trade opportunities,
which smaller firms with less of an international focus could take advantage of, in
addition to opportunities for increased global, international trade (which was likely to
mostly benefit larger, international export-oriented firms). Also, effects of the AA on
labour, wages and labour conditions (and thus social welfare, income and poverty
reduction) in Central America were predicted to depend in large part on accompanying
policies and other measures to avoid a “race to the bottom” of wages and standards in a
competition for foreign direct investment. Among other things, these efforts should aim
at the establishment of uniform labour standards, the stimulation of tripartite cooperation
in labour relations (involving employers, employees and the government) and social
dialogue, also involving the cooperation pillar of the AA.

The implementation of the Association Agreement was also expected to add to the
increase of food prices in Central America, with the potential for worsening food
insecurity in the region. While rising output in the FVN (Fruit, Vegetable and Nuts)
sector!! would likely increase employment opportunities, domestic prices for consumers
for fruits, vegetables and nuts were also expected to increase, at least partly or completely
offsetting any income effects. Overall, in spite of the expected long-run benefits for
Central American societies, many population groups, and in particular vulnerable groups
(including women) were expected to incur significant adjustment costs in the short-run.
The Sustainability Impact Assessment of the EU suggested paying particular attention to
these short-run implications and adjustment costs associated with the Agreement.

11 E.g., between 20 and 23 percent in Costa Rica; and even by between 58 and 65 percent in Panama.
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Finally, the increased output fruit, vegetables and nuts was also predicted to increase the
pressure on forests and biodiversity, as more forests were converted to farmland and
legal as well as illegal logging would increase. While the further global integration of the
Central American forest and agricultural sectors may actually stimulate the region’s
commitment to international and multilateral environment agreements, the EU’s
Sustainability Impact Assessment maintained that this would require clear sustainability
provision included in the AA, as well as other accompanying policy and cooperation
measures as part of the EU-Central American relationship.

Data, sources,
extracts

Supporting evidence:

The overall economic effect of the AA on poverty levels in Central America was
expected to be positive, based on the Trade Sustainability Impact Assessment of the
Association Agreement that had been commissioned by the European Commission. The
2009 study expected a 0.6 percent reduction of poverty across the region, albeit with
varying effects in the different countries. Still, all countries except Panama were expected
to gain economically from the agreement, an effect in line with the poverty reduction
objective of EU development cooperation. For Panama, however, the AA was expected
to raise poverty levels slightly. Any economic gains were expected to be heavily
dependent on the depth of regional integration Central America would be able to achieve.

“The trade part of the AA bas an overall poverty-reducing effect for all Central American countries
except for Panama, but the degree of this effect differs per country. For the Central American region as a
whole, the aggregated estimated effect is 0.6 percent reduction in poverty levels (in the scenario where
Panama joins the AA). For Nicaragua, El Salvador and Honduras the poverty reductions are relatively
most pronounced. For Costa Rica the effect is much smaller in the short run, but the largest in the long
run. For Panama, the AA is expected to raise poverty levels slightly whether or not it decides to join,
though far less so if Panama joins (0.2 percent compared to 1.2 percent if it does not join).” (ECORYS,
2009)

For the quantitative details see Table 1.11 at the end of this section.

“The national income effects are positive for the EU and all Central American countries (see the Table
1.17 at the end of EQ 1) at the aggregate level. At sector level there is a slight decline in EU output for
FVN and electronics (which conld be regionally concentrated). Specialisation occurs in Central America
especially with respect to textiles & clothing and electronics. Some secondary effects may be important. For
exanmple, the potential secondary effects of increases in maritime services (i.e. better infrastructure in ports)
may allow some Central American economies to manage increased trade flows while smoothening customs
procedures. The degree of regional integration is important for the potential benefits from the AA because
more regional integration — leading to lower cross-border NTMs and more regulatory harmonisation —
would allow the Central American countries to benefit more.

Investments and FDI are expected to increase and benefit both the Central American countries and the
EU- on top of the predicted national income gains. Inmportant to note is that — again — the potential

gains are heavily dependent on regional integration in Central America (a regional approach fo investment
conditions would bhelp significantly).” (ECORY'S, 2009)

Detracting evidence:
Inclusive economic benefits are dependent on the dispersion of investments (through
policy) into more domestically focused SMEs, instead of an exclusive focus on large
export-oriented firms.

“Dispersion of investment and FDI flows into more domestically focussed SMEs instead of only the large
export-oriented firms can help make benefits more inclusive.” (ECORYS, 2009)

“Allowing investments to spread beyond the international export-oriented firms and beyond the export-
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sector into domestic sectors and towards SMEs would significantly increase their positive social impact.”

(ECORYS, 2009, p. 69)

“Social: The expected increase in employment, especially of Central American women, is expected to
reduce the levels of poverty and mitigate illegal immigration to the US. Moreover, also an increase of
internal immigration is foreseen towards the urban centres where magquilas are located, offering new
employment opportunities. For social effects to be positive, it should be noted that efforts to include the
smallscale (domestically oriented) texctile producers need to be made.” (ECORYS, 2009, p. 64)

“The potential benefits from investment flows especially in Central America are largely dependent on the
exctent:

* To which regional integration in the Central American region is facilitated, especially addressing intra-
regional horizontal issues like customs procedures, labelling requirements, IPR and investment climate
amelioration; and

* To which the investments not only flow to export-oriented large firms, but spread and disperse into the
more domestically focused small producers.” (ECORYS, 2009, p. 73)

Although output in the FVN (Fruit, Vegetable and Nuts) sector was expected to rise
considerably (e.g., between 20 and 23 percent in Costa Rica; and even by between 58 and
65 percent in Panama), and with it real income from increased production and increased
employment, domestic prices for consumers for fruits, vegetables and nuts were also
expected to increase, at least partly or completely offsetting the income effects.

“Bconomic: Output of the FVIN sector in Central America is expected to increase considerably,
especially in Costa Rica (output increases of 20 to 23 percent) and Panama (output increases of 58 to 65
percent). The other countries of the region are also expected to gain, though to a smaller extent. Real
incomes are increasing considerably, but domestic prices in the sector are also expected to increase, implying
that the producer surplus will increase considerably. For consumers, there is a positive income effect (from
increased employment) on the one hand and a negative effect from higher domestic prices on the other

hand.” (ECORYS, 2009)

Effects of the AA on labour, wages and labour conditions (and thus social welfare and
income opportunities) were determined to depend on the accompanying policies of the
free trade agreement. It was thought to be important to avoid a “race to the bottom” of
wages and standards in a competition for foreign direct investment, among other things
by advocating and offering assistance for the establishment of uniform labour standards,
“through EU funds offered for stimulating tripartism and social dialogue through the
ILO and the political dialogue and cooperation pillars of the AA”.

“The AA can stimulate the improvement of labonr standards as EU firms matke bigher demands on
Central American exporters and EU investors adbere to the ILO Decent Work Agenda. This is under
the proviso that firms in the Central American region do not lower wages and standards in a competition
Sfor scarce FDI and thereby start a ‘race to the bottom’ in labour regulations. Policy initiatives in this field
have a large influence over which effect may come to dominate.” (ECORY'S, 2009, p. 16)

“In addition, the inclusion of a sustainable development or labour chapter can serve to identify these issues
and the means to tackle them. If the EU insists upon standards being met in the production of goods to
be excported there and the implementation of ILLO Conventions, then this could benefit Central American
workers, in particular the most vulnerable groups (women, children and indigenous populations).
However, the means to do this must come from domestic will to do so and cooperation of Central America
countries with the EU, for example throngh EU funds offered for stimulating tripartism and social
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dialogue throungh the 11O and the political dialogue and cooperation pillars of the AA. In addition, a
monitoring and evaluation system of labour issues, such as that included in the EU-Chile agreement,
should also be put into place following implementation of the agreement. The Sustainable Development
Chapter conld also implement the enforcement mechanisms implemented as a result of the DR-CAFTA
White Paper including employer sanctions, the provision of direct support to labour unions, and urging
governments to create laws to regulate employment subcontracting.” (ECORYS, 2009, p. 77)

The Trade Sustainability Impact Assessment for the AA concedes that in spite of
expected long-run benefits for Central American counttries and societies from the AA, in
the short-run, many population groups, and in particular vulnerable groups (including
women) might incur significant adjustment costs. The report suggests paying particular
attention to these short-run implications and adjustment costs associated with the AA.

“Hn the short run, the transition process may come with (adjustment) costs in some regions or sectors, the
more so for vulnerable social groups and for female employment. This short-run effect requires special
attention. For example, female workers in a declining textile sector may find it harder to find work in
other sectors where female participation is more difficult or less accepted. Due to the different wage levels,
levels of economic growth and production, we also expect some migration towards Costa Rica (and
Panama) from the other Central American countries in search of better working conditions and as a
result of strongly increased demand in especially the F1IN sector.” (ECORYS, 2009, p. 106)

The expected increased output in the fruit, vegetable and nut sector, and the associated
conversion of land from forest to agtricultural land has been predicted to increase the
pressure on forests (such as through illegal logging) and biodiversity (which was already
under pressure in Central America prior to the AA). While the further global integration
of the Central American forest and agricultural sectors may stimulate the region’s
commitment to international and multilateral environment agreements, this would require
clear sustainability provision included in the AA, as well as other accompanying policy
and cooperation measures as part of the EU-Central American relationship.

“Land use is expected to change significantly, especially in Costa Rica and Panama, in favour of land use
Jor FVIN. Smaller changes are expected — also towards FV'IN for Honduras and El Salvador. The
deeper the integration, the stronger these reallocation effects are expected to be.

Loss of biodiversity and deforestation are existing large concerns in Central America, especially because a
very large share of global biodiversity can be found in the region. As production changes expected in the
Jorestry and wood products sector as a result of the AA are very small, no large direct effects on
deforestation and biodjversity loss are expected from that source. However, the significant changes expected
in land use allocated towards the expanding FV'IN sector, can pose a significant threat to forest-areas and
biodiversity. This pressure on forests (and related biodiversity) can further induce illegal logging, posing an
additional indirect threat not captured in the quantitative estimates. To counter these predicted negative
impacts, pro-active measures are needed, both in terms of the trade and co-operation provisions of the
Agreements; specific policy recommendations on how this can be done are made in the section below.

On the other hand, the AA can stimulate implementation of effective EU-Central America cooperation
and policies on e.g. illegal logging and other deforestation issues, which can have positive effects in
mitigating deforestation and biodiversity loss. In general, specific Sustainable Development provisions in
the AA can stimulate the commitment to and implementation of international and multilateral
environmental agreements (MEAs), thereby enconraging further progress on issues of international
concern such as climate change, biodiversity and natural resonrces.” (ECORY'S, 2009, p. 17)
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Table 1.10: Treatment of trade capacity development in bi-lateral EU cooperation strategies (CSPs)

Specific initiatives, concepts or programmes /

Country | Relevant sectors / issues included in CSPs i Comments / Observations
Costa Rica | CSP_/ NIP I: “Regional Integration” (Focal | “Programme will be defined on the basis on an | No particular focus on SMEs, trade
Sector): no specific focus on trade capacity | assessment of the country’s needs in terms of trade and | capacity building, efforts to make Costa
building / support to SMEs, etc. Focal Sector | regional integration, to be catried out a year before the | Rica more competitive in light of the
mirrors the “regional integration” focus of the | project launch.” (CSP / NIP Costa Rica, 2007 — 2013) opening of markets.
RSP (customs union, implementation of » No further details given on planned Trade
relevant international standards, strengthening Needs Assessment.
public institutions dealing with foreign trade,
etc.
CSP / NIP mentions “measures aimed at
making country more competitive to cope with
opening up of markets”, but w/o further
explanastions.
El CSP: FEconomic growth, regional integration | Support through “FOMYPE: Support to SMEs never seems to have
Salvador and trade (focal sector): “Establishment of | Growth and diversification policies, export promotion | materialized; money of “economic

genuinely participatory and inclusive poverty
reduction model”; “creating an alternative to
the limits of the agricultural sector”; “bring
about diversification of traditional and non-
traditional exports”.

Expansion, diversification, competitiveness and
productivity of domestic private  sector
businesses, in particular small and micro
enterprises at local level / focusing on rural
areas.

(in addition: support to enhance El Salvadot’s

integration ~ in  international =~ markets;
complementing the focus of RSP)
NIPII:

Change in focus from NIP I; “SME support”
had been operationalized as “support to the
development and implementation of a national
quality system” (as the “most appropriate
action” for the focal sector of “economic

and job creation;

Improvement of legal, regulatory and financial
environment for micro and small businesses;

Creation of fora favouring innovation, research and
development in the private sector with the aim of
creating employment (incentives for entrepreneurship
and business skills, inter alia by incorporating such
modules in secondary education programmes and
curricula);

Trade related assistance on the basis of a Trade Needs
Assessment study (was foreseen for 2007).

No additional funds for SME support | FOMYPE under NI
i

growth & trade” sector was assigned to
support national quality systems (also
because FOMYPE was deemed not to
be succesfull). Support to quality
system (“PROCALIDAD”) was
delayed; so that focus was shifted away
from focal sector entirely; remaining
money from NIP I was re-dedicated to
support “fiscal reform”.

Opverall, no consistent effort to support
trade capacity building / improve the
business environment for SMEs in El
Salvador.
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Country

Relevant sectors / issues included in CSPs

Specific initiatives, concepts or programmes /
projects

Comments / Observations

growth, regional integration, trade”; However,
“PROCALIDAD” SPSP was delayed (because
National Quality Law was not being passed).
FOMYPE was deemed to not have been
succesful, either.

As a result, no additional funds allocated to
focal sector “Economic Growth, Regional
Integration, Trade”. Funds from NIP I to be
used for “Economic Recovery Program for El
Salvador (PAREES)”

Guatemala

CSP: Economic Growth and Trade (Focal

CSP / NIP I

Sector): focus on “long-term and inclusive rural
economic growth and food security”’. Emphasis
on “more depressed and isolated areas”,
through development of “natural, physical,
financial, human, social, political, institutional”
assets and their combination “to take advantage
of economic opportunities”

NIP II: Economic Growth & Trade (Focal
Sector): Youth Employment:

NIP states “lack of employment and of income
generation opportunities” as “one of the main
issues” to Iimprove the poverty situation.
Acknowledges “well-established private sector”,
but absence of “national employment policy”,
of a “clear unified strategy for job creation”, of
a “vocational training and education”, and of a
“reliable and continuously updated labour
statistics system”.

Support for agricultural & non-agricultural activities “in
highly vulnerable areas”

Support to “national and regional authorities for
development of enabling policies and facilitating an
institutional framework”

Cooperation to market integration “further considered
and based on Trade Needs Assessment” (had been
planned for 2007)

NIP IT:

“Increase # of SMEs”, improve business environment,
and entrepreneurial capacities of economically active
population

“Improve conditions and level of productivity and
income of economic actors / workers”

Assist in formulation of national employment policy
Strengthen national vocational training system

Change from strategy to support rural
development in “most disadvantage
rural areas” under NIP I to broad-
based strategy to strengthen SME
sector, working conditions and income
potential, in particular of young people
in NIP II.

Honduras

Regional Integration Facility (non-focal sector):

CSP / NIP I

Focus on “sustained and well-designed
adaptation” to the Assocation Agreement,
ensuring that “Honduras is to catch up with its
more integrated Northern neighbours (El
Salvador and Guatemala) and reap the benefits
of the integration process.

Country-based integration facility, to help translate
“regional ambitions into national reform policies”
(“addressing the main shortcomings identified after
evaluating Honduras’ preparedness to regional
integration”) (EU Delegation Honduras, 2007, p. 28)

Trade needs assessment study (to prepare the Regional

Support of Regional Integration Facility
was stated to be contingent on “several
factors and processes, whose outcome
is yet partially undefined”, such as the
negotiations  of the  Association
Agreement, the “evaluation process as
regards regional integration”, “support
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Country

Relevant sectors / issues included in CSPs

Specific initiatives, concepts or programmes /
projects

Comments / Observations

Acknowledgement of uneven preparedness of
CA countries towards economic integration;
and the contingency of Honduras’ development
prospects on preparations for (economic)
integration (EU Delegation Honduras, 2007, p.
27).

Poverty reduction / support to SMMEs (Focal

Integration Facility)

Trade-related technical assistance / private sector
(supporting Honduras’ insertion in regional and world
markets for specific products w. export potential (e.g.,
for non-traditional exports, certified forestry products,
non-timber forest products)

NIP 11

Sector; NIP II): “Support, through improving

the business climate and training and small
grants to small, medium-sized and micro
enterprises (SMMEs), would benefit the 700
000 or more people employed in small
business, helping them to enter the formal
sector, become more competitive, with
emphasis on quality systems, and thus benefit
from the opportunities offered by trade,
including the EU-CA Association Agreement.”
(European Commission - Honduras, 2010)

Support to SMMEs (strengthening SMMEs, especially
providing help to generate employment and to improve
their (and the Government’s) quality support systems,
and also through developing or stimulating export
potential)

measures contained in the RSP”, etc.
These statements left the prospect of
the Facility very vague.

In MTR / NIP 1I, integration facility is
no longer mentioned; however, NIP II
now foresees “support to SMMEs”, to
increase their chances to benefit from

free trade agreements (including DR-
CAFTA and AA).

Nicaragua

Economic and trade issues (Focal Sector):
Ensuring policy coherence &  effective
redistribution mechanisms, contributing to
equitable economic growth; facilitating national
pro-poor policies. Coherence of bi-lateral
support with regional integration [support] at
Central American level.

“Proper integration with Central America is an
essential complement |[...] if [Nicaragua] is to
take advantage of the opportunities of a global
economy and correct possible losses of
competitiveness”

NIP 2010 — 2013: focus on ‘social cohesion and
poverty” should be implemented through
improved social services and social security,
food security, etc.

Supporting trade policy & standards

Trade exchanges (with particular emphasis on small-
and medium enterprises) / “supporting SME strategy”
Facilitate compliance w. international labour standards
“more widely-based support, in connection with general
conditions”

Despite inclusion of trade capacity
development, SME support and even
labour issues in CSP, and the two
associated  NIPs, little concrete
interventions were suggested, not even
in the second NIP (2010 — 2013).
Suggests that little concrete support has
been offered.

Final Report

July 2015

Annex 1 / Page 29



EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

Table 1.11: Summary of forecasted macroeconomic changes as a result of AA
(long run, comprehensive free trade agreement)

NI GT HO PA EU-
Senario/Variable CRI C M ES N hY 27

Scenario 2c: Very comprehensive FTA (long run. including Panama)
National ~ income (%

change) 35 |05 |06 |16 |22 1.3 0.0 0.0 10.0
National income €]919. 502. 380. |2,280. -
million) 4 44.3 1368.3 |2 4223 |8 4 82.0 |411.6
Unskilled  wages (%

change) 32 109 0.7 ]-0.5 ]0.0 0.0 10.0

Skilled wages (% change) |28 |0.6 |02 [-08 [00 |00 |00

Total exports (% change) |17.7 |34 |46 |42 |82 14.2 0.1 0.0 10.0

Total imports (% change) [20.9 |2.0 |2.8 10.9 [0.1 0.0 ]0.0

Scenario 2d: Very comprehensive FTA (long
National ~ income (%

change) 35 (05 0.6 |16 |22 0.0 10.0 0.0 10.0
National income (€]925. 503. 2,018. -
million) 3 47.6 13479 |1 423.1 |-59 |9 29.4 6714
Unskilled  wages (%

change) 32 109 0.7 0.0 0.0 0.0 10.0

Skilled wages (% change) |2.8 |0.6 |02 [0.0 [00 |00 0.0

Total exports (% change) [17.8 |3.6 |4.8 43 |84 -0.1 0.1 0.0 (0.0

Total imports (% change) |21.1 |21 |28 [-0.1 |0.1 0.0 10.0

* CRI = Costa Rica, NIC = Nicaragua, GTM = Guatemala, ES = EI Salvador, PAN =
Panama, HON = Honduras, LDC = Least Developed Countries, ROW = Rest of World
Source: (ECORYS, 2009, p. 15)
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EQ:2 Institutional Strenghtening

EQ 2 - To what extent has EU support helped to put into place an autonomous

capacity of RIOs in Central America that helps to improve their performance in line

with their stated organisational mission, objectives and work (results) plans?

JC 2.1 - Legal and financial frameworks of SICA system supports its mission

Statement
on JC2.1

The need to put in place a legal and regulatory framework for economic integration and the
key mechanisms and instruments to support and manage it has been recognised by the CA
Member States, and the RIO for many years although no single document actually specifies
the nature and scope of that legal and regulatory framework, and the links between regional
integration and the selected frameworks. Some progress has been achieved in establishing a
comprehensive legal and regulatory framework, but there is a great deal more that needs to
be in place. Some decisions (such as the nature of a customs union) may appear to be
geared to a comprehensive regional integration process, but they fall very short of potential
or even the visions of Heads of State (for example, border—related decisions are mostly
based on facilitating trade administration rather than creating a situation where internal
border controls are eliminated altogether.

The EU has provided a considerable level of support for the development of legal and
regulatory frameworks for the RIO, (some examples include the PAIRCA 2 and PRAICA 1,
as well as PRIAA and PRACAMS); but the extent to which this effort was instrumental in
clarifying these frameworks is very limited. Various country-level “structuring” initiatives
supported by the EC were also put into place to help generate regulatory frameworks (ex.
phytosanitary measures in Costa Rica, country-level improvement of legal and financial
environment in El Salvador). The documentation does not identify how these initiatives are
coordinated or planned and fieldwork shows that there was no formal coordination
mechanisms in place. The CA Member States are the key to the development of regulatory
and legal frameworks under which the RIO will operate and it is they that should lead this
development. It is clear, however, that they do not; it is also clear that the RIO have had
limited success and that donors have shown little success in bringing about the changes
required. Efforts at reform have been of little value: the reform of SICA resulted in the
approval of the five pillars but of little else, and the reform of the CCJ was not accepted.
There is no SICA-System wide strategic or operational plan and there is no accepted
statement of needs and priorities.

Part of the legitimacy of RIO can also be found in the support they can muster for their
work plans (and the financial allocations that go with them). Although the work plans
examined from key RIO provide activity planning support, they don’t include all financial
resources and in the case of SG SICA specifically, only relate to EU funds (the same applies
to PAIRCA 2). Moreover, they rarely are valid for more than six months, the time period
that corresponds to the rotation of the pro-temp Presidency of the SICA; as such they do
not provide a long-term vision of what needs to be done, and they restrict resource
allocation to the short-term. A longer temporal perspective would also provide a backdrop
against which to analyse the coherence and relevance of donor programming (and ideas on
how donor coordination and complementarity could be made more effective).

What is not documented is the extent to which the work that needs to be done by the RIOs
to meet performance expectations (the performance of their mandates) is actually capable of
being done by these RIO (because of financing limits, or absorption capacity or even
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institutional ability). What is also not documented is the allocation of financial resources to
“results”. Given that a significant part of the stated results remain at process or output
levels, the analysis in the field showed that RIO work plans do not relate REQUIRED
financial assets to REQUIRED FUNDS, but rather reflect the link between WHAT CAN
BE DONE with AVAILABLE resources. The budgets are always equivalent to secured
funding levels Strictly speaking, that is what annual operational plans are supposed to do,
but the missing logical link is the capability that the RIO should have in place to meet the
performance expectations of the CA Member States in generating a “working” integration.
The existing work plans MAY be appropriate but they do not reflect what still needs to be
done. The documents examined (see bibliography) were also limited to specific institutions
and did not reflect “issue” planning, or the need to involve other partners and stakeholders
in the business ecosystem in the budgeting.

Even if the EU and other donors have supported work in this domain, the RIOs have not
put into place a coordination or management function to move the consensus building
(between RIO) forward for regional integration. There is still a significant amount of
inefficiencies (ex. mandates exist without the ability to monitor or ensure compliance;
region-country work programs out of sync; fragmentation of planning functions) that are
caused by the lack of a centralizing function (planning, priorities, coordination, etc.) for the
RIO. In terms of some of the sectors, the RIOs do not appear to be facilitating and
coordinating the development of common policy positions. An example is the environment
where CA national institutions often have legal frameworks that do not correspond to
regional approaches (ex. climate change and disaster management). In that case the
Executive Secretariat of the Central American Commission for the Environment and
Development, (SECCAD) or even the CCAD should be in a position to demonstrate
greater levels of goal achievement. Some sector RIOs, however, appear to be more effective
(ex. Central American Economic Integration Secretariat, (SIECA) and the Central American
Corporation for Air Control (COCESNA). The same challenges exist in relation to intra-CA
and RIO Member States legal frameworks.

A key issue to consider is the extent to which legal and regulatory frameworks match the
authorities and organisational needs of RIO if they are to exercise their mandates. Financial
resources should be allocated to the most appropriate result area in order to prioritize.
Mechanisms should be in place to monitor progress and to inform management decisions.
Although planning documents for EU funded projects all contain a means of examining the
allocation of funds to results, there are still important issues that limit the usefulness of
these analyses, including the nature of supervision of the intervention and the accountability
(and delegated authority) of the relevant managers. The research in the field clearly shows
that the RIO do not have the capability to manage at this (fairly basic) level of strategic
decision-making, even if the EU has provided funds to develop and roll-out these systems.

Key institutions that have an impact on the cooperation support priorities laid out in EU-
CA agreements often do not yet have the capability or capacity to carry out their mandates,
even though significant progress has been made in developing sub-systems in these
institutions, in large part through donor support. Overall, the CA Member States cannot, at
his time, know the extent to which the RIO are able to execute their mandates.

The issue of frameworks is further complicated by the nature of the SICA System. Almost
all of the RIO were created by treaties of agreements between a small number of the CA
MS. Under the Tegucigalpa and Guatemala agreements it was made (legally) clear that the
SG-SICA is to “coordinate” the RIO, not manage them. The result is a relatively loose
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association of organisations that do not have to recognise SG-SICA as anything more than a
“coordinatot”. They all seek out donor funding independently of each other and the council
of Ministers is trying to get them all to have their proposals “pre-approved”, at least for
relevance.

The existing legal frameworks reflect an inter-governmental institutional architecture based
on collaboration; it is highly inefficient under any standard, but that model was promoted
within the system by SG-SICA during the past years. Efforts by the EU to rationalise and
improve effectiveness in those domains have had very limited success.

I-2.1.1 — Political decisions made to provide a legal framework for SICA system

Findings
at
indicator

level

The need to put in place a legal and regulatory framework for regional integration and the
key mechanisms and instruments to support and manage it has been recognised by the CA
Member States and RIO for many years. However, no single document actually specifies the
nature and scope of that legal and regulatory framework, and the links between such
decisions. Documents show that some progress has been achieved in this regard, but that
there is a great deal more that needs to be in place. Some decisions may appear to be geared
to a comprehensive regional integration process, but they fall short of potential or even the
visions of Heads of State (for examples, border —related decisions are mostly based on
facilitating trade administration rather than creating a situation where internal border
controls are eliminated altogether (refer to Panama 2 Declaration and the intent and
decisions of the Vienna 2006 Conference that fully recognised the need for legislation and
regulation for RIOs to define and implement a judicial framework and its mechanisms).

Documents point to the finding that the problem may not be the intent, but the
implementation. The CA RSP and the MTR for PAIRCA 2 pointed this out. The problems
are not only with the economic integration but with all domains, including environment and
social domains. An effort was made in the 2007-08 period to provide a better framework
for the SICA system, and that was essential, but it was mostly dealing with internal regimes
amongst RIOs and within Member States concerning border management. The only
significant result of that reform effort in that period was the acceptance of what is now the
“tive pillars”, essentially the priority concerns for RI. The pillars are not priority results per
se, but represent domains in which the political leaders wanted to focus their attention.

The EU has provided a considerable level of support for the development of legal and
regulatory frameworks (examples include those for the harmonisation of tariffs and trade as
well as the structures and procedures for customs unions). The EU has also supported the
more “political” consensus processes, including a significant effort to obtain consensus
amongst CA Member States during the preparatory and negotiating phases of the AA (that
all have a direct link to regional integration). CA Member States are the key to this issue and
it is they that should lead this development; a plan or even a statement of needs and
priorities has not been prepared.

Various country-level “structuring’ initiatives supported by the EC were also put into place
to help generate regulatory frameworks (ex. phytosanitary measures in Costa Rica, country-
level improvement of legal and financial environment in El Salvador). The documentation
does not identify how these initiatives are coordinated or planned., but field research has
shown that there is essentially no coordination or supporting region-wide policy dialogue
The CA Member States are the key to the development of regulatory and legal frameworks
under which the RIO will operate, but they have never shown leadership in generating
common approaches and harmonisation of processes and standards (for example). A plan
for a more effective framework or even a statement of needs and priorities has not been
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prepared. The analysis done for Evaluation Question 1 contains a table (1.6) that analyses
the country-level planning and implementation that the EU has supported throughout CA.
Opverall it shows that although the intent to strengthen the main actors of economic growth
are present in CSPs, there is no particular framework to develop the comparative advantage
of individual countries or to create enabling frameworks to guide growth on a regional basis,
a strategy that would require the development of capabilities within RIO to provide the
leadership.

The field interviews with senior officials in the DUE and in RIO emphasised that since the
SICA System (including its political structures) is essentially an inter-governmental
architecture, its key challenges will not be fixed through technical efficiency or effectiveness.
A much greater part must be played by political dialogue. The EU, according to regional
officials, had not played that card strongly enough yet to have made a real difference; that
political dialogue must take place not only at the regional level but must be coordinated with
national level dialogue over a long period of time.

A large number of RIO officials noted that the behaviours and practices of political
decision-makers resulted in RIO that appeared to have a mandate to act but cannot in
reality. Eventually the leaders and champions of RI will need to better define their JOINT
expectations and require accountability from their technical staffs within the MS. There is,
for example, a clear lack of the DEFINITIVE MODELS that should be applied; for
example, PRIAA will soon undertake a mandate to propose an economic model. The model
that should be used for community-level law also needs to be defined The model for the
transit and treatment of border controls also needs to defined and promulgated. (Many
other models can be identified). The EU cannot be expected to continue to support the
development of technical solutions to problems when the overall model and performance
expectations are not yet agreed upon.

In fact, documents and comments from EU officials clearly point to the fact that the CA
Member States are not prepared to delegate powers to RIO, including delegated authorities
for economic integration. The EU officials note that a reform plan for SICA has been
prepared but that the Member States are not supportive of any supranational institutions.

Data,
sources,
extracts

The need to put in place a legal and regulatory framework for economic integration and the
key mechanisms and instruments to support and manage that has been recognised by the
Member States for many years although no single document actually makes that official.
Some progress has been achieved:

“Major achievements have been to put in place legal instruments and other measures for deepening sub-
regional trade including: a) establishment of a dispute settlement mechanism; b) trade facilitation by
eliminating most of the 60 obstacles to trade identified at the beginning of 2002; ¢) progress with
modernisation of customs and border crossing formalities; and d) reduction in the list of exceptions for the
products excluded from free movement between SIECA members.”

CA RSP 2007-13 p. 8

Other mechanism have been implemented but they are essentially geared towards
facilitating but are not, strictly speaking, the elements of a customs union, which would
remove border controls altogether. At the time of the preparation of the RSP major policy
and legal impediments halted the evolution towards customs unions, including the problems
of tax revenue distribution, and the need for a legal framework that would create a common
external tariff, the harmonisation of sales and consumption taxes, and the complexity and
accountability that comes with control. Another problem is the legal framework that is
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created with the putting into place of a trade agreement with third party countries; these
need to be harmonised and this generally means renegotiation with those parties. (C4 RSP
2007-13, p.9).

The INTENT of the CA Member States (specifically SIECA Member States) is clear.

“A set of quite ambitions guidelines established by the Panama II Central American Presidential
Declaration of 12 July 1997 aims at rationalising and strengthening the regional integration framewort.
These reforms include: closer coordination between all parties, unifying the different secretariats in a single
Secretariat-General, working towards a single legal instrument reviewing and rationalising the statutes, cost
and functioning of PARLACEN (the Central American Parliament) and the Central American Court of
Justice in the process, and adopting an antomatic financing mechanism plus a single budget.”

CARSPp.10

In addition, the Vienna meeting of 2006, the Panama 2006 meeting, the seeking of ways to
ratify the CA treaty on investment and services and its intent to develop a jurisdictional
mechanism to enforce regional economic legislation throughout the region are all
indications of that intent and represent a clear sign that the Heads of State were well aware
of the need for legislation and regulation as well as for mechanisms and instruments (CA4

RSP p.9)

The problem appears to not be at the intent level, but at the implementation level. Even the
2007 RSP noted that this was a major issue:

“However, this progress has not been backed up by similar progress on implementing the institutional
reforms adopted in Panama in 1997 or advancing on this issue. The slow progress with carrying ont this
reform is acting as a brake on implementation of the regional initiatives and achievement of the regional
integration objectives agreed at the bhighest level.

In this regard, a number of critical issues require attention. These include:

The persisting serious problems with coordination, follow-up, execution and evaluation of
presidential and ministerial decisions, identified in the Panama II Reform Guidelines;

The need to consolidate the legal base of the institutional set-up and to amend the statutes
of the CCJ and PARLACEN in order to streamline their cost and operation. The system
must have a clearly defined legal base outlining the powers and mandates of each instance
so that roles cannot be misinterpreted. It is also essential to ensure that the
powers/mandates of regional institutions are focused ptrimarily on matters of a regional
nature;

The need to establish an automatic financing mechanism for the regional institutions, to be
defined by the Ministers of Finance, and an audit or financial control mechanism;

The need to ensure administrative efficiency, by attempting to unify sectoral (sic) integration
secretariats in a single Secretariat-General and by providing all concerned with clear
mandates together with adequate financial and human resources. A number of secretariats
do not have the necessary resources to carry out their mandates;

The strength of regional integration also depends to a large extent on achieving the broadest
possible participation by member countries in the regional institutions and the effective
participation of the key players (governments, civil society and regional entities) in the
process.*

CA RSP 2007-13 p. 10
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The 2007-13 CA RSP, p. 13 also makes clear that:

“Significant work remains to be done to improve the coordination, legal base, financing, mandates,
organisation and technical competence and human resonrces of the various technical secretariats.”

And

While the entire issue of compliance and the binding nature of decisions remains a significant issue that
serionsly weakens the legal and regulatory frameworks that are, or need to be, put into place:

“The embryonic nature of common legislation and binding instruments, together with the weakness of
enforcement mechanisms, threatens to damage the legitimacy of the process through lack of practical
application of measures and decisions.”

CA RSP 2007-13 p. 14

The overarching issue of environmental management and especially that of the coordination
and facilitation of policies and environmental positions on a regional level has not been
resolved through the SICA system. The national counterparts and legal frameworks take
precedence in all but a few policy areas but neither the national or RIO have the legal
frameworks and political support to manage the environment according to international
standards. Institutions are always seen as being weak and therefore ineffective.

“The region has a rich biodiversity, but is affected by man-made environmental degradation and is highly
valnerable to natural disasters, which particularly affect the poorest populations.

Environmental institutions and policies are weak and cannot properly address environmental damage.”

CA MTR 2010 p.1

In large measure the weaknesses in the environmental domain are ascribed to very limited
regulatory frameworks, political interference and an unwillingness to support the institutions
responsible for compliance (various media reports). Moreover, the fragmentation of the
various SICA institutions has led to a lack of coordinated and sustained efforts that can only
be overcome through a reform of the organisational structure of SICA and a re-distribution
of authorities in certain important sectors. The region has yet to undertake this
concentration:

“However, there is no consensus among CA governments on a thorough overhaul of SICA, eg. the creation
of a Single Secretariat.

Regional institutions remain weak as there is insufficient political support from all CA Geountries, and no
regional financing mechanisms have yet been adopted, despite the fact that several proposals have been
tabled.”

CAMTR p.5

Political decisions concerning the institutional architecture of the RIOs and their
relationship to Member States and to each other have been taken in the 2007-2008 period
that appear to improve the management of the SICA System. These are not very difficult
decisions to take; the rationalisation of the RIOs is much more difficult:

“... some substantial reforms have been introduced to improve the management of the Central American
Integration System (SICA). Worth mentioning are: the creation of the Executive Commiittee of the Meniber
States in February 2008, the establishment of a Regional Conrt of Auditors for SICA; the creation of a

Directorate for Planning and Analysis in the Secretariat (S§G); improved follow-up of Presidential decisions;
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and the adoption of sector strategies in areas such as energy, regional security, social cobesion, forestry,
agriculture, food security and climate change. The Presidents have also instructed SG-SICA to propose a
mnltiannnal work programme for integration.

PARLACEN has undergone some reforms, while Guatemala has decided to participate in the CA Conrt

of Justice.”
CA Mid-term Review p. 6

Key officials in both SG SICA and SIECA reported that a key consideration concerning the
present structure of the “SICA System” is that the vast majority of its component parts are
the remnants of past Treaties (between as few as two but often much more) countries in
CA; they were not created to be part of the SICA system at all. The organisational
architecture of the entire system, therefore, was designed for other purposes except all-
encompassing Regional Integration. Not all heads of these sub-organisations recognise the
SG of SG SICA as a hierarchical relationship and therefore do not follow the suggestions
made by SG SICA. In this way, the political image of a “SICA System” has no real existence
except through collaboration.

Reference 22 of field notes

The field interviews with senior officials in the DUE and in RIO emphasised that since the
SICA System (including its political structures) is essentially an inter-governmental
architecture, its key challenges will not be fixed through technical efficiency or effectiveness.
A much greater part must be played by political dialogue. The EU, according to regional
officials, had not played that card strongly enough yet to have made a real difference; that
political dialogue must take place not only at the regional level but must be coordinated with
national level dialogue over a long period of time.

Reference 21 of field notes

A large number of RIO officials noted that the behaviours and practices of political
decision-makers resulted in RIO that appeated to have a mandate to act but cannot in
reality. Eventually the leaders and champions of RI will need to better define their JOINT
expectations and require accountability from their technical staffs within the MS. There is,
for example, a clear lack of the DEFINITIVE MODELS that should be applied; for
example, PRIAA will soon undertake a mandate to propose an economic model. The model
that should be used for community-level law also needs to be defined The model for the
transit and treatment of border controls also needs to defined and promulgated. (Many
other models can be identified). The EU cannot be expected to continue to support the
development of technical solutions to problems when the overall model and performance
expectations are not yet agreed upon.

Reference 115 in field notes

“Still, a large number of deputies do not have a clear idea how and where the Rl is to take
place. But it is not only them, but most of the “funcionarios” in the region don’t know
either. A large part of the problem is that there is no definition of the legal and financial
structures or even how this is all supposed to work in practice”. The speaker went on to say
that this can either be a long process (following the existing practices and behaviours) or a
shorter one (following a practice that is much more concerted and directed).
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Reference 143 in field notes

Many senior officials noted, in one way or another, that there is no installed capacity to plan
and manage at the strategic level throughout the RIO and their political masters. The
capacity gap is further extended to the inability to deal with “results” or “targets” or
“performance”. The SG SICA is only now developing a Strategic Plan but it is not based on
results; the PARLACEN has prepared an Hoja de Ruta but it has not been approved.
SIECA is in its second or third Strategic Planning Cycle depending on what is counted as a
formal document. In practice, many of these efforts at organising and planning are cut short
because they are not approved. Officials also noted that it is relatively useless to spend
much effort at developing plans if the only thing being monitored are budgets. The
paradigm shift (term used by the interviewer) has to be towards understanding
CAPABILITY and not capacity and its integration into PERFORMANCE specifications.

Reference 136 of field notes

“One on the key results of the EU in SG SICA is to put into place a planning function
(Directorate) paid for by PAIRCA 1

Reference 68 field notes

Interviewees in the DEU noted that a recurring issue is the disjointed overlaps of
leaderships in the various RIO. For example, the SICA System has its Cumbre of Presidents
that, in 2014, will have presidents that are from Belize and the Dominican Republic. That
leadership is not expected to be very effective, given their status in the SICA.

Reference 25 in field notes

The need to find diplomatic common ground on which to proceed in an environment in
which the individual CA MS want to retain their heritage systems and privileges has resulted
in a shift away from a directed approach in political decision-making to an approach that is
much more conceptual. Numerous interviewees indicated, when asked why there was not a
greater emphasis on “results” and “targets”, replied that the political decision-makers found
it much easier to agree on “themes” or “pillars” or on statements of intent. They felt that
the CA MS will eventually begin to be much more specific and directive, but could offer no
timetable. They also refered to the evolution of the nature of the agreements and protocols
over the past twenty years, from Teguscigalpa (creation of SICA as a concept) to Guatemala
(in reality an update and reinforcement of the 1970 regional agreement) and the shifts in
emphasis from commercial issues to the present “five pillars” of economic, social, political,
cultural and environmental concerns that forms the basis of the SICA “strategic plan”, such
as it is. They also noted the evolutionary nature of those shifts with the current emphasis on
“Democratic Security” as a “theme”

Reference 111 of field notes

A very senior RIO official noted that the EU can be particularly and uniquely useful to the
RI process and should not get discouraged by the problems it faces in its regional
programming. It has a unique model to offer and should continue to help the region to
adapt that model (ex. should there be a regional patliament if no supranational delegations
are in place?). The Fact is that the various RIO have no real power to impose anything, and
are mandated to recommend and implement decisions taken elsewhere. If those decisions
are not accepted by all CA MS then the regional-level harmonisation has its limits. MS still
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have not begun to internalise the fact that the decisions they take have regional impacts, and
that their decision-making has to take that into account. “The average citizen and the
majority of organisations in the CA zone are not aware of how to act within a regional
context”, it was noted.

Reference 115 of field notes

“There has been a large number of exchanges (ex. CCJ and PARLACEN) and studies
(PAIRCA 1 and 2) to see how the EU model can be applied here”

Reference 26 of field notes

Many interviewees in all countries visited mentioned the efforts in the past to “reform” the
system. They noted that generally speaking, the political heads are supporting an effort to
reform but when it comes to decision-making concerning structure and architecture, the
reforms fall flat. They note that PAIRCA 1 was very much interested in reform, as has been
PAIRCA 2. The latter has done feasibility studies, diagnostics, gap analyses and other
studies but the approval of he Presidents has not been forthcoming. (refer to five pillars).
The need for some of these reforms is obvious (ex: placing Cenpromype under SIECA (an
economic body) instead of SG SICA (a political body), and reforming the financial
(funding) structures to guarantee that the available funding goes to the highest priority
needs.

Reference 27 of field notes

1-2.1.2 — Existing work plans relate required financial assets to available resources

Findings
at
indicator
level

Work plans are essential for planning but they are useful only if accompanied by monitoring
and supervision. In terms of monitoring, there are a number of observations that have been
made in various documents concerning the lack of precision within planning documents,
including the PAIRCA 2 work plan and its LFA and the SIECA Work plan. In fact the
MTR posits that the LFA is invalid for a number of reasons, including its vagueness and
lack of specificity. Although the work plans provide activity planning support, they do not
include all financial resources and in the case of SG-SICA specifically, only relate to EU
funds.

As noted above, the PAIRCA 2 Action Fiche also used vague descriptors for its expected
8
results, and therefore there is no way to link performance to financial needs or to financial
budgets. For example the following are found as key result areas: “deepen...in the
8 g Y
process...”,  “...capacities...are  improved...”  “...collaboration  ...strengthened”,
“participation...increased”, and “...awareness ...increased”. None of these expressions are
further defined and none have baselines or targets.

What is never documented is the extent to which the work that needs to be done to meet
performance expectations is actually able to be done (because of financing limits, or
absorption capacity or even institutional ability). So what is documented is the allocation of
financial resoutces to “activities”. Given that a significant part of the stated results remain at
process or output levels. The finding must be that there work plans do not relate
REQUIRED financial assets to AVAILABLE resources. The documents examined wete
also limited to specific institutions and did not reflect “issue” planning, or the need to
involve other partners and stakeholders in the business ecosystem in the budgeting. It is
noteworthy that the key examples of work planning and reporting are all contained in EU-
financed documents; they may be used as models to develop an ability to plan on the basis
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of the link between results and resources.

In terms of distributing financial assets to work plans, it was brought to the attention of the
interviewer that PAIRCA 1 and 2 sis not put into place any “logical” filters to choose
amongst requests for financial support. The PAIRCA 2 was designed with allocations
already defined and the management team has little or no discretion; the various “projects”
that were identified for funding were done without reference to results and systems were
not designed to monitor on that basis. Overall, the project design did not include a means
to define the “theory of Change” so that the whole would be greater than the sum of the
parts. The design also enabled the SG SICA to get involved in projects that are ex-mandate
(ex: working at the municipal level and in tourism). The logic of the support for these types
of interventions is not clear.

Furthermore, it is noted that much of the financial support provided to SIECA and SG-
SICA will not result in autonomous institutional abilities; the PAIRCA 2 MTR even goes on
to question the commitment of RIO to reform, and the performance (or lack thereof) of
some of these RIO would support that claim.

Data,
sources,
extracts

In terms of monitoring, there are a number of observations that have been made (see
below) concerning the lack of precision within planning documents, including the PAIRCA
2 WP and its LFA. The MTR for that initiative spoke to that problem. In fact the MTR
posits that the LFA is invalid for a number of reasons.

“B/ Marco 1.dgico original fue elaborado en la fase de la fornmlacion y los indicadores fueron definidos con
poca precision para no convertirlos en una camisa de fueria para el programa desde el inicio. Esto es
correcto;mientras se vayan definiendo las actividades debe haber una cierta flexibilidad.

En el 2011 se hizo un ejercicio en el equipo de gestion para revisar el primer Marco Ldgico y se elabord el
Marco Ldgico Actnalizado. En este segundo Marco 1dgico, que estaba vigente en el momento de esta
evaluacion, todavia los indicadores son dificilmente medibles y sigue faltando precision para que pueda servir
como un instrumento verdadero de seguiniiento y evaluacion.»

And

«la ldgica de intervencion y la coberencia entre actividades, resultados y objetivos es vilida en teoria. En
cuanto al Objetivo General se debe anotar gue la legitimidad del sistema ante los gobiernos y la cindadania
10 se logra sinicamente mediante reformas internas de las instituciones, sino sobre todo por el acercamiento y
el involucramiento de Gobiernos y la cindadania y es en estos campos donde la intervencion del PAIRCA I
ha incidido relativamente poco.

Muchas de las hipétesis del Marco 1dgico no han sido vilidas; la gran mayoria de ellos se formularon en
trminos de “voluntad politica, buena disposicion, interés de las instituciones en reformas, decisiones de
drganos y autoridades”. Se puede argumentar que en muchos casos hubo ambigiiedades en el nivel de
compromiso con procesos de reforma necesarios para un verdadero fortalecimiento.»

MTR PAIRCA 2, p.19

The MTR recommended that institutional support to SICA be eliminated in future
PAIRCA interventions until certain conditions are met. The intent appears to be to “force”
CA Member States to provide the SICA institutions with the required authority and
finances to enable them to support the regional integration process. It does not specify how
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the same institutions could develop the capacity to bring the conditions to fruition.

“Bajo las actuales circunstancias no se recomienda seguir financiando programas de fortalecimiento
institucional con el SICA en esta linea con un PAIRCA I1I. Futuras cooperaciones de la CE con el
SICA, si bubiese, deben ser condicionadas a mejoras sustanciales en el sistema de antofinanciamiento,
presupuesto dinico, adberencia a un plan pluriannal funcional hecho y respetado por el SICA y wuna
alineacion mucho mayor entre el sistema, la CE y todos los demids donantes a la hora del diseiio de los
programas »

MTR PAIRCA 2, p.10

Overall, insecurity prevails over the scope of the work that can be done by RIOs and that
means that they cannot direct their efforts at longer-term outcomes; this insecurity is largely
due to non-sustainable funding because there is no permanent mechanism in place:

“... no regional financing mechanisms have yet been adopted, despite the fact that several proposals have been
tabled.”

CAMTR p.6

“There is evidently financial absorption capacity given the many priorities and financial needs of SICA.
However, the absence of consensus among governments on adopting a financial mechanism, despite the
various proposals tabled (e.g. throngh PAIRCA), represents an important weakness. As a result, regional
institutions depend (too much) on external assistance. The establishment of such a financial mechanism is
key to the sustainability of the regional institutional system and represents an important political challenge
Jor the countries of the region.”

CAMTR .10

The PARICA 2 Action fiche noted that:

"...as a result institutions have remained highly dependent on external cooperation for the provision of funds,
normally on a project basis, as there is no regional strategy to align to and no conditions for GBS or SPSP.
Still they have difficulties to cover co-financing demands and to meet sustainability requirements as well as to
set up appropriate mechanisms to ensure ownership, harmonisation and alignment”

PAIRCA 2 Action Fiche p. 2.

The Action Fiche also used vague descriptors for its expected results, and therefore there is
no way to link performance to financial needs or to financial budgets. For example the
following are found as key result areas: “deepen...in the process...”, “...capacities...are
improved...”  “...collaboration  ...strengthened”, “participation...increased”, and
“...awareness ...increased”.

PAIRCA 2 Action Fiche pp. 5-8.

There is a fundamental problem with PAIRCA 2 when it comes to linking results to
tinances. The results framework of the LFA is overly vague and not specific.

“...pero los resultados son demasciado abiertos y debe concretarse el nivel de alcance esperado”. .. “tampoco
son utiles los indicadors initialmente establecidas”
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Response sheet to ROM, dated 14 June 2010, p. 1

The second PAIRCA Annual Work Plan (the so-called PT2) did provide a link between

budgets and activities. In fact, it does so by linking financial allocations to expected results
of PAIRCA 2, but the results are not specific enough.

The PAIRCA 2 Work Plan example noted below does not necessarily reflect on SICA’s
ability to manage and report in the appropriate fashion (by result, and not by activity or
input).

The same breakdown is provided for Result 3 and Result 4, both of which being entrusted
to the UNDP. It is observed that most of the activities that were to be undertaken by
UNDP dealing with civil Society could likely have been executed by NGOs. As it is, the
UNDP is developing ITS abilities to strategize, plan, contract, manage and evaluate. In fact,
it is going to provide training to national counterparts in many ministries and RIO agencies.
The WP does not specify “capacity for what” (refer to p. 36-37).

See PAIRCA 2 WP p. 19 for an example of results based financial budgeting for actions managed by SG
SICA. See Page 33 to 50 for UNDP'’s analysis.

Documents show that there is a great deal of consensus (coherence) between the objectives
of the SICA and the PAIRCA 2:

“Los niveles de apropiacion en la Secretaria General son altos. Hay una coincidencia muy grande entre lo
que considera la Secretaria sus objetivos y lo propuesto por e/ PAIRCA I1. E/ hecho que el programa estd
dentro de la estructura de la SG ha contribuido sin duda a esta apropiacion. Segin altos funcionarios del
SG, muchos de los procesos iniciados por PAIRCA 11 se seguiran consolidando asin después de finalizar el
programa, pero claro estd; con menos velocidad por no contar con los recursos para realizar la misma
cantidad de actividades y eventos ».

MTR PAIRCA 2 p. 18

Documents also show that there is a fundamental issue with the conviction, on the part of
RIO, to reform:

“Sin embargo, a medida que se alejan los beneficiarios del programa, el caso de PARLLACEN, la CCJ y
otros beneficiarios, se puede observar que los niveles de apropiacion bajan. La conclusion del andlisis de las
entrevistas es que los fondos del PAIRCA II son mny bienvenidos pero a la vez se concluye que los niveles
de compromiso real de algunos beneficiarios con las reformas tangibles que pretende lograr el programa, no
siempre convencen. Es probable que hay una relacion entre, por un lado, la intensidad de la consulta durante
el diseiio de las actividades y, por otro, los niveles de apropiacion que se observan actualmente en los diferentes
beneficiarios. »

« La apropiacion por parte de los Paises Miembros del SICA, especificamente por parte de las cancillerias
visitadas por la Mision, se considera baja. En parte se debe a una frecuente rotacion de personal en algunas
cancillerias pero también es por el bajo volumen de actividades con estos actores y una comunicacion
mejorable. »

MTR PAIRCA 2 p. 18
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Overall, there has been a problem with the issue of the extent to which AT are well used.
Analysis shows that they have spent little effort in capacity development and considerable
time in non-content applications:

“No obstante, en la calidad y cantidad en capacitaciones estructuradas de la ATI en temas de integracion n
otros temas sustantivos del programa, ya sea via los expertos principales o los expertos corto plazo, ha sido
mny poco, contrastando con la alta cantidad de hombres dia ya consumidos, lo que apunta aun productividad
baja en términos de transferencia de conocimientos. Vale mencionar, que las propias dindmicas del
beneficiario han jugado un rol importante, empero, se podrian haber identificado, formulado e implementado
en base a andlisis de necesidades de capacitacion, miltiples formaciones en temas derivados de la integracion
regional, tanto para instituciones del SICA como para Cancillerias, estas itltimas en gran necesidad de estos
termas.»

MTR PAIRCA 2, p. 37

A very senior SICA official as well as a senior SIECA official noted that many donors,
including the EU, do not take sufficiently into account that the CA MS represent a highly
asymmetrical group of countries. While they may, on the surface, appear to be
homogeneous, there are wide differences between them in all respects, including their ability
to support RIO, the economic activities that they favour and the administrative processes
that they see as most appropriate. The EU should not, therefore, expect equal
contributions, and should view changes concerning harmonisation or alignment as being
very, very difficult. The SICA System, its frameworks and the various processes that are
inherent in the CA environment are the reflection of those differences. One interviewee
noted that “there is much more that keeps them apart than keeps them together”

Reference 52 of field notes

Interviewees identified that the RIO are not doing their mid to long term budgeting on the
basis of what has to be done but on the basis of what funds they have (estimates were
provided that 90% of the activities of SICA are funded from donors. This could not be
verified). The interviewees also validated that the budget systems used by RIO is not based
on results.

Reference 28 of field notes

The mandates of most RIO are not supported by the funding they receive. Interviews with
CCAD showed that this once-important RIO has been reduced to relative marginality
because the MS that used to fund it have moved on. The CCJ has important mandates
(refer to article 22f of Tegucigalpa Agreement that notes that CCJ is a means to intervene to
resolve disputes between countries relative to RI) but has only three funding partners
amongst MS (ES, Honduras and Nicaragua. Guatemala is a member but does not contribute
financially). To illustrate the sensitivities involved it has been pointed out that the CCJ has
organised capacity development events in Panama (not a member of CCJ yet) with the
support of the Supreme Court there, and Costa Rica has territorial disputes with Nicaragua
and has decided not to support the CCJ in part because it is located there (there are also
differences of opinion on approach taken by CCJ. The various law schools in the region are
now concerned that the graduates and existing lawyers across the region are not aware of
community-based law (derecho comunitario), and the CCJ has the mandate to change that,
but has no funding. The CCJ also has a role to play in arbitration under the AA but will
need financial and institutional support.
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It should be noted that under PAIRCA 2, a significant amount of support was provided to
the CCJ for project-based operations, In fact, almost 2000 majistrates and lawyers have
received some form of development, but the need still great for deeper knowledge.
Institutionally, PAIRCA also provided some funding to help equip a school that is localed
in Granada, Nicaragua, to train members of the legal profession. That support has dried up
and the strategy for the development and implementation of the CCJ’s operations needs to
be defined.

Most RIO must find their own funding and INDEPENDENTLY approach donors. The
Executive Council of SICA is trying to put into place a requirement that would force these
RIO to seek some form of approval from the Exec Com before approaching the donors,
but this is a RELEVANCE check and not a solution to the financing crisis.

References 65 and 43 field notes

In terms of distributing financial assets to work plans, it was brought to the attention of the
interviewer that PAIRCA 1 and 2 sis not put into place any “logical” filters to choose
amongst requests for financial support. The PAIRCA 2 was designed with allocations
already defined and the management team has little or no discretion; the various “projects”
that were identified for funding were done without reference to results and systems were
not designed to monitor on that basis. Overall, the project design did not include a means
to define the “theory of Change” so that the whole would be greater than the sum of the
parts. The design also enabled the SG SICA to get involved in projects that are ex-mandate
(ex: working at the municipal level and in tourism). The logic of the support for these types
of interventions is not clear.

Reference 66 field notes

113

. each organisation (i.e. RIO or part thereof) has its own plans, cooperants, budgets,
admin systems, I'T systems etc. The net result is that the “SICA SYSTEM” is not a system
in the managerial sense of the word, even if it is a conglomeration of organisations with a
common thread (i.e. regional “integration”)”. In this light, it is impossible to allocate
resources on a rational basis.

Reference 67 field notes

The EU has also had an indirect impact on the status of the PARLACEN and what it
stands for. “The court systems are only as good as the credibility they have. The EU helped
the PARLACEN to develop its relationships with national and international organisations
including EUROLAT through the generation of a major white paper that helped
PARLACEN be elected to the CO-Presidency of that organisation. As a result, there is now
a strategic plan for EEUROLAT paid for, in part, through PAIRCA 2.

Senior officials noted that the ongoing funding for PARLACEN remains a major issue, but
part of the evolution of PARLACEN has been to put into place the basis for work planning
that could be tied to results and funding sources. For example, thanks to the EU, it now has
a positioning plan and a communications programme to inform CA citizens and
organisations of the nature and benefits of PARLACEN; it now has programs and activities
to integrate indigenous peoples into the organisation; it has a programme to include gender
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issues in its deliberations; it has user manuals and better defined processes, and it has a
voice in key process issues involving the SICA System as a whole. It is now in a better
position to begin working with accountability but it has not been able to secure its financial
sustainability. Nor has it been able to “justify” its existence with all political decision-
makers.

Overall, PARLACEN representatives were aware that there have been issues with the
nature of the spending of PAIRCA 2 money (much of it, they claim, is the perception of the
usefulness of those expenditures). They also note that the support to that RIO started late
ad did not last long enough to be as effective as it should have been (the original request
was for 36 months but that was reduced to less than half)

Reference 134 and 139 in field notes

1-2.1.3 — Legal frameworks are translated into mission statements and objectives

Findings
at
indicator

level

Opverall, the mandates of RIO are stated in minimalist terms in their legislative frameworks
(or decisions without a legislative basis, as may be the case). The organisational architecture
of the SG-SICA has been challenged by many as being ineffective, but no political decision
has been reached at this stage; the entire economic integration thrust in CA is not managed
through an international organisation but through inter-governmental processes (ex.
decisions taken in consensus by the Ministers of Economic Integration) that is technically
supported by SIECA (and not, interestingly, SG SICA). The mission and objectives are
therefore not managed or coordinated by SICA RIOs but those of Member States that need
to achieve some form of consensus before each decision is made. There is also no real
coordination or management function to move this consensus building forward per se.
There is still a significant amount of inefficiencies that are caused by the lack of a
centralizing function (planning, priorities, coordination, etc. for the RIO.

In terms of some of the sector RIOs such as environment, documents note that CA
national environmental institutions often have legal frameworks that do not correspond to
modern needs and international collaboration in the important fields of climate change and
disaster management. Other documents point to the same problem where intra-CA and
RIO- Member States legal frameworks are concerned.

It was also reported that discussions with PAIRCA 2 managers indicated that there was a
serious lack of awareness generally on RI across the zone, both amongst the general
population (including CSO) and, more importantly, amongst public servants. As a result of
ICAPs activities it was recognised that the technical level officials either did not receive
instructions from their superiors on what to do to implement RI, or they chose to ignore it.

In fact, it was noted that “Hay poca comunicaciones entre los pronocimientos de
presidents y la implementation” and “”... no hay seguimiento de los decisions
presidenciales”

Data,
sources,
extracts

It is important to note that the entire economic integration thrust in CA is not managed
through an international organisation but through inter-governmental processes (decisions
taken in consensus by the Ministers of Economic Integration) that is technically supported
by SIECA. The mission and objectives are therefore not SIECA’s but those of Member
States.

CA national environmental institutions often have legal frameworks that do not correspond
to modern needs and international collaboration in the important fields of climate change
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and disaster management:

“A major effort, already under way to some extent in the region, is needed to better understand the potential
impacts of climate change, belp strengthen adaptive capacity, and promote adaptation measures. This will
require the swift integration of climate change adaptation into sustainable development planning and within
the development strategies for key sectors, at both national and regional level. Central American conntries
wonld benefit, as regards possible impact of climate change, from greater adaptation of research results and
attention to technology transfer, where appropriate.”

CAMIR 2010-13 p. 5

The issue of what to develop in terms of capacity was recently brought forward by the MTR
for PAIRCA 2 in 2012. The same report also questioned whether the capacity development
was in fact development or operational subsidy (i.e. not geared to sustainable change or to
the capability of the institution), and decided for the latter

Se observa en el programa un entendimiento ambigno del significado de “fortalecimiento institucional”. Por
un lado puede ser entendido como un apoyo a una reforma institucional o la modernizacion y, por otro lado,
como la provision de liguidez para el financiamiento de actividades ordinarias del sistema. Los consultores
opinan que esta diltima interpretacion no es un “fortalecimiento” sino un ‘subsidio” que no resulta en
Sortalecimiento. Gran parte del PAIRCA 11 constituye un subsidio y no conduce necesariamente a un
Jortalecimiento.

MTR PAIRCA 2

That the SIECA did not have an adequate institutional planning mechanism in place is
supported by the following reference:

‘SIECA bhad a work plan consisting of a kind of "check list" semi-annual which lacked proper

professional technical rigor, marked by the absence of a vision defined, protected in the legal framework and
mandates of higher organisms such as the Plan of work of the Presidency Pro-Tempore of the integration
system in affable parts to the subsystem Economic and work plans of COMIECO, as well as the lack of
goals, activities and scheduled deadlines. In order to overcome such flaw, proceeded to make a diagnosis that
establish the State of affairs in the different areas of institutional work.

As a result of the above, it bas the date with a Plan of management Strategic 2011-2014, set to the period
2012-2014, structured in four axes (theme: 1) deepening of the economic integration process; 2) Processes
internally efficient and transparent; 3) Cooperation and 4) institutional projection. As knowledge of this
Council, in the framework of the institutions of the SICA is not entrenched a culture of planning and
management by results. To end to overcome these gaps in the SIECA, was developed in each of its units,
Operative plans annually, which are monitored permanently and which the corresponding adjustments are
made every sixc months”.

Letter written by former DG SIECA to Ministers on July 2, 2013

A senior RIO official noted that the legal framework that defined his organisation was, in
many respects, misleading because it clearly gave the impression that it was a decision-
making body that could influence policy. " this... has little influence on decision-makers.
We don’t have that mandate in practice”. The “theory” or “architectural concept” in the
domain of that institution is cleatly designed to place authority in the hands of ministers.
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The reality, according to the interviewee, is that the ministers meet rarely, don’t master the
technical concepts and do not impose decisions CA-wide. As a result, the same topics (for
decisions) are continually placed on the agenda for discussion. The slightest discrepancy in
approach that is presented by a CA MS is cause to reject the technical proposal.

Reference 125 field notes

A high ranking official noted that “SIECA sees its counterparts as the “aduanas” of this
world, and not the higher level functions such as “commerce” or growth or security. The
former is the embodiment of protectionist behaviour and as such bringing about changes to
policy or practice at the CA-wide levels is almost impossible.

“The World Bank, BID and other donors have tried to change this, but the decisions that
are published by the highest levels read like wish lists and are not concrete”. Furthermore,
according to the interviewee, the decisions have no means of being monitored and rarely is
it clear who has the responsibility (accountability) to implement the decision. There is no
formal follow-up system.

Based on the above, one could surmise that the objectives and mission statements of that
RIO are out of phase with its legal framework.

Reference 125 and 126 field notes

Various interviewees noted that the need to align the legal framework to the objectives and
then to work plans and strategic plans has not always been possible partly because of the
fluid nature of the legal frameworks and the lack of further clarification from political
decision-makers. One example is PARLACEN where AT were requested and then assigned
to support a “commission” dealing with a specific topic. They were largely unable to
accomplish “institutional development” tasks because the logical framework for those
expected results were not commonly agreed to, and a considerable amount of consensus-
building would have to have been carried out on the basic structural elements in order to
proceed .

The EU thus provided technical assistance but the institution was largely unable to direct
them due to weak institutional frameworks. Again, it was noted that has the funding
frameworks been better rationalised (ex. All MS are part of and contribute to all RIO) there
would have been pressure to clarify the building blocks.

Reference 142 field notes

Interviews with senior officials resulted in an apparent consensus on the need for a greater
level of activity involving detailed knowledge of the concepts, mechanics and values of RI.
Part of this function has been provided by ICAP in Costa Rica which, over the years, has
been mandated with the training of public servants concerning RI. PAIRCA 2 provided
support to that institution which in turn prepared a training programme in RI and delivered
that programme to people across CA. One thrust of the training dealt with economic
integration and the other was political integration.
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It was also reported that discussions with PAIRCA 2 managers indicated that there was a
serious lack of awareness generally on RI across the zone, both amongst the general
population (including CSO) and, more importantly, amongst public servants. As a result of
ICAPs activities it was recognised that the technical level officials either did not receive
instructions from their superiors on what to do to implement RI, or they chose to ignore it.

In fact, it was noted that “Hay poca comunicaciones entre los pronocimientos de
presidents y la implementation” and ‘“”... no hay seguimiento de los decisions
presidenciales”

ICAP officials indicated that they believe that the recent ex-SG of SG SICA had placed a
high priority on the development of common values across the CA and awareness of RI
generally.

Reference 146 and 147 field notes

1-2.1.4 — Financing and funding mechanisms in place to relate results or objectives to sources of funding

Findings
at
indicator
level

Although the documentation points to the fact that planning documents for EU-funded
projects within the RIO all contain, as implied objectives tied to the adoption of “Results-
based management) a means of eventually examining the allocation of funds to results, there
are still important issues that limit the usefulness of these analyses. First is the lack of
specificity of what constitutes results, effects, activities. These are evident not only in EU
documents and project design documents, but also within RIO, as field analysis shows that
RIO do not manage by results. Second, the ability to spend money is not necessarily an
indicator of progress in development, as documents and interviews that speak to a serious
lack of absorption capacity in SICA RIO may attest. Third, the funding plans and budgets
of Projects are not comprehensive because they deal only with EU funds and not the entire
resource base that would include other donors and the financing by Member States
themselves; project management in this context is equivalent to the management of n EU
project and not an RIO project.. Fourth, the monitoring systems are not in place to enable
the analysis of progress towards effects or results. Fifth, the use of some of the funds to
specifically achieve results targets has been put into question in key documents and
interviewees: there is significant documentation base thet shows that a considerable portion
of project funding has not been sustainable or has been spent on activities that are not
clearly and directly related to the expected results that were proposed.

The key issue here is the fact that existing planning docs do not identify the relationship of
the funds to outcomes. Budget proposals do not spell out what has to be done; instead they
deal with what can be done with the money available; as a result the EU is faced with partial
results or worse, intermediate outputs. .

Data,
sources,
extracts

The financial commitment of CA Member States to SG SICA is not even enough to enable
donor interventions for capacity development to be implemented due to institutional
absorption ability. It also highlighted the inability of the institutions to monitor (therefore
an inability to supervise). This resulted in its first recommendation that asks for the
reinforcement of monitoring capacity:

“La cooperacion al SICA estd disponible en proporciones que no son asumibles dada la capacidad de
absorcidn del beneficiario »

MTR PAIRCA 2, p. 8
And

« Reforzar las capacidades de seguimiento del Equipo de Gestion para los priximos meses y plasmarlo en
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un plan de accion y compromisos firmes »

MTR PAIRCA 2, p. 9

The 2012 SIECA results report does not make a link between the results it seeks to
accomplish and the funding plan for the organisation.

SIECA ~Informe por resultados 2012, Dec 2012

At least up to the time of the PAIRCA 2 project being implemented the work plans of key
RIO were not vetted or approved by Member States.

Moreover, the Action Fiche suggested that RESULTS should not be the basis for the set-up
of PARICA 2 but that PROCESS, through its milestones as indicators of achievement,
should be used. This is not in accordance with EC guidelines and effectively puts aside any
objectively verifiable accountability regime.

Fiche Action PAIRCA 2, section 3.1.

The Action Fiche also notes that the EC is subsidizing SG SICA rather than providing for
the development of an autonomous capacity when it notes:

“The programme will provide coordination support....on the daily management of its different components”,
and “...a permanent core of experts acting as focal points for main institutions (fully integrated. ..)”

Fiche Action PAIRCA 2, p.13

This issue is noted in more detail in a monitoring report:

“Mientras la SG SICA apuesta por concentrar esfuerzos en el desarollo de sus propias capacidades de
gestion, asumiendo directamente mediante su personal las areas tecnicas, administrativas y la interlocucion
politica que implica el proyescto, con funcionamiento antonomo de la SG SICA, la ATI transmite su

preferencia por la existencia de una celula de gestion y administracion, con funcionamiento antonomo de la
SICA, tal y como ocenrio durante PAIRCA 1)... »

Response sheet to ROM report June 2010 p. 2

The second phase of the RSP 2007-2013 (RIP 2) was to be specifically oriented towards the
customs union as a means of preparing the region for the AA. In this context the EU
support could significantly contribute to sustainable financing:

“Inn this context, this support conld also contribute to the launching of new financial instruments (financial
Sfund) currently under discussion in parallel with the Association Agreement negotiations and to promoting
complementarity with the new Latin America Investment Facility (LAIF) and the increased role of the
EIB and other 1FIs in supporting regional development.

The interventions to be funded will follow up - and should complement - earlier support for
SIECA in connection with the customs union (UAC, CONSUAC, ADAPCCA and
PRACAMS). Having advanced on the economic and commercial front, the customs union
could be better perceived by the public at large (including SMEs) if some social aspects (e.g.
labour market) could also be brought into the scheme.”

CA RSP MTR 2007-2013 p.13

The PAIRCA 2 budget was modified in a way that does not change the overall budget
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amounts. The overall effect, however, is to reduce the content portion of the project (AT,
Studies, etc.) and increase the overhead portion of the project (Implementation unit and
meetings).

Nota explicative for budget re-allocation PRALA 2 (no date)

The TAPS for PAIRCA 2 contain a table that defines the allocation of PAIRCA 2 financing
to the project’s results, It does not, however, define the financial allocations at the SICA
level, not does it define the expected results of most of its terms, including 4.1 “Formacion,
educacion, investigacion”; 2 (Strengthening if SICA institutions and its national
counterparts).

For the detailed information see table 2.1 at the end of this EQ

Regardless of the planning that might (or not) have related finances to results, the PAIRCA
2 project has not lived up to its design logic in that it has incurred significant
implementation issues that have delayed it. At the time of the MTR of PAIRCA 2 in late
2012, the initiative had spent only 22 percent of its funds in over 37 months of
implementation (Only 17 months remained at that time). The naming of a new
administrator and JATT resolved many implementation issues but the project formulation
process took place in a hurry and without solid results definition or quality criteria. There
was also a major problem with R3 and R4 (UNDP):

“TLa mision lamenta que no hubo capacidad para iniciar todas las actividades de R3 y R4 porgue
posiblemente es precisamente en este siltimo sentido que el proceso de integracion requiere de apoyo »

MTR PAIRCA 2p. 8

Another problem notes is the absorption capacity of SICA so the EU cooperation is not
being used effectively:

«La cooperacion al SICA esti disponible en proporciones que no son asumibles
dada Ia capacidad de absorcion del beneficiatio. Unicamente es justificable esta magnitud de
cooperacion internacional si es un “financiamiento puente”, es decir si estd condicionada con garantias
reales de autofinanciamiento y capacidad del sistema. 1.a Mision concluye que esto no es el caso y
por tanto la cooperacion de la CE puede haber contribuido a la materializacion de los siguientes riesgos:

a. Las instituciones del SICA se transforman cada vez mds en gestores de fondos externos, distrayéndolos
ast de su mision institucional y objetivos.

b. La SG-SICA y los demds beneficiarios, priorizan sus respectivas actividades en base a las agendas de los
donantes segiin los fondos que reciben y las agendas e intereses de estos iltimos, dificnltando asi la definicion
de una agenda estratégica hecho por el SICA.

¢. Desincentivo para priorizar el tema de la antofinanciacion del Sistema y en la implementacion de los
mecanismos de financiacion ya existentes.

d. Desincentivo al uso eficiente de los recursos debido a la necesidad de demostrar que los fondos que se ponen
a disposicion si se ejecutan, aunque el sistema no pueda absorberlos.

e. Uso de los fondos para financiacion de actividades ordinarias que no contribuyen a los objetivos del
PAIRCAII. »

MTR PAIRCA 2 p.9
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The use of the PAIRCA 2 funds has been a concern for some time. Besides the low rate of
use of the funds, there is also the gap between the spending levels and the percentage of
targeted result/activity completion, especially by the UNDP but also by SICA. The amount
being consumed (too costly, too much. Too many people going) for attending meetings
worried the MTR team. That team also noted that spending money was not the objective of
the intervention. Nevertheless there are a number of financial “issues” that are raised in the
MTR that lead to a questioning of the discriminating ability of SICA managers and the PIU
and AT in place

(refer to MTR PAIRCA 2 p. 30-31 and its reference to the ERNST and Young andit in 2012)

Before an organisation can set up a system to relate results or objectives to sources of
funding, it must have an effective system in place to define the nature and level of its
expected results and another (related) system to define the resources it requires to realise
those results. Interviewees in many RIO indicated that they did not have a results- based
planning in place at this time. This analysis was backed up verbally by key executing
agencies working for, or with, the EU regional programme.

Reference 30 field notes

“...the budget of each institution is dependent on the member states that participate. Each
organisation negotiates with these countries on an annual, or medium-term basis” Under
this condition it is impossible to relate performance results to sources of funding except in
broad terms.

Reference 64 field notes

Two senior SICA officials noted that one of the financial quality results of PAIRCA 1 and 2
is the putting into place of the Fiscalisador Regional, or CFR. That office actively supports
the use of results as a planning base and advocates accountability for the use of funds from
all sources. The CFR recently opined on PAIRCA 2 indicating that it had not produced te
results it had proposed si the 2011-2012 period.

Reference 70 and 71 field notes

There is a strategic plan in place for the SG SICA. It has gone through various iterations
since a first draft was prepared through PAIRCA 1, but has never been formally approved.
A last version was approved by the SG of SG SICA in The first quarter of 2014 but at the
time of writing of this report it has not been approved by Presidents. It is not based on
result targets but on the pillars that were approved by the Presidents a few years ago. The
document does not tie results to funding, nor does it provide the strategies to implement. It
is, in fact, more of a long-term vision based on a scoping into the pillars.

Reference 72 field notes

‘...neither during PAIRCA 1 or PAIRCA 2 has SICA system organisations expressed there
needs in a holistic way (ex. urgency, why these needs, what will the investment enable) so
that the resources of those two initiatives could be allocated to the priorities of the SICA
System as a whole”

PAIRCA 2 AT prepared a template for project identification and approval based on the
needs of the RIO and their sub-organisations. When accompanied by coaching and support
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to fill in the template, it appears to work, providing harmonisation of concepts across all
organisations. But that does not resolve how to choose among the proposed projects. For
that the SG SICA managers have to develop a selection matrix or an “adjudication grid”.
SG SICA refused to bind itself to such an adjudication process, preferring to divide the
resources as provided for in the design documents of PAIRCA 2 (organisationally, and not
by result)

Since there is no analysis, the system for allocation of resources is thus inadequate.

Reference 83 field notes

Since the Exec Com has decided to pre-approve all requests for funding from RIO, the SG
SICA will have to get involved in providing adjudication services (recommendations on
appropriateness and priority) for each proposal to the Exec Com. Of the 40 PAIRCA 2
sub-projects, most would not pass such scrutiny, in part because they cannot justify that
they have the capacity to implement and because they are not stated in terms of expected
results.

Reference 84 field notes

In terms of relating financing and expected results, it is interesting to note that neither SG
SICA nor SIECA have Strategic Plans that are results-based or approved”

Reference 85 field notes

Four interviewees in three RIO noted that they found it difficult to work on results using
the strategies that were built into the projects. A significant problem is that most of the
support they received was not sustainable (i.e there was no capacity to sustain the results of
the work). They all noted that the managers of the RIO, the executing agencies and the EU
would have known this before the wark was actually started.

What could have been done, in a few cases noted during the interview, could not be
financed throught he EU because the types of inputs were already defined and could not be
changed. Training, for example, could have been more sustainable using WEB-based means
instead of person-to-person as the design foresaw (the EU project allowed only for the
payment of living expenses and travel)

Reference 132 field notes.

I-2.1.5 — Legal frameworks and delegated authorities are clear and coherent with mandates

Findings
at
indicator
level

Opverall, the documentation reviewed describes a highly politicised process that concentrates
authority in few organisational instances. Most RIO do not have enough legitimacy (lack of
funding, poor political support, no authority to ensure compliance, etc.) to be in a position
to exercise their mandates. The Annual SIECA Report, while a major step forward, is clearly
geared towards closing the planning cycle and not towards enabling supervision and
adjustment. It does not, for example, show if SIECA managed to accomplish what
COMIECO or the other “organismos” asked it to do. The report identifies the 4 pillars of
its management plan. They cover:

Deepen the Central American economic integration process;

Internal processes and transparency;

External cooperation (donors);
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Institutional visibility.

The report is organised according to these 4 pillars but does not have a comprehensive and
all-out-front financial link to any of them. Moreover, it does not make a link between its
ability to act (what it is allowed to do and what it has the ability to do) and its mandate or
legal framework (what capabilities it needs in order to execute its mandate at expected
performance levels). The case of SG SICA parallels that of SIECA, although documentation
shows that the institutional ability of SICA is very restricted (compared to SIECA) and its
ability to absorb additional resources to bring about increases in organisational ability is
severely constrained. The EU has supported both these organisations in the development of
their organisational architecture and their sets of regulatory instruments (ex. SIECA and its
data collection protocols), but the SG-SICA has only recently prepared a strategic plan, and
not an operational plan.

Legal frameworks may be there, but they could be a great deal clearer and more specific;
taking past key documentation into account. There is overwhelming consensus that the
entire organisational architecture of the SICA System needs to be reformed,; there is even
documented evidence and a general consensus that the EU has provided the means to
undertake the planning for that reform, but the political decision-makers have not moved in
that direction, even at the technical level.

Data,
sources,
extracts

The 2012 SIECA results report does not make a link between what it has accomplished and
what it should have accomplished. The latter could have been in terms of its mandate or in
terms of the “work that remains to be done to achieve strategic goals”. The reader is left
with a long list of “results” without being able to understand if that was enough or even a
well-chosen list of things to work on. The report does not relate results to mandate. It does,
however, have a section that identifies “What is SIECA” (see Section 3) and spells out
Articles 43 and 44 of the Guatemala Protocol that deals with the mandate of that
organisation.

The Report also does not show if SIECA managed to accomplish what COMIECO or the
other “organismos” asked it to do (see p. 4 for list of key “organismos”).

The report identifies the 4 pillars of its management plan. They cover:
Deepen the Central American economic integration process;

Internal processes and transparency;

External cooperation (donors);

Institutional visibility.

The report is organised according to these 4 pillars but does not have a comprehensive
financial link to any of them (see p. 12 for a summary of the Management plan). Moreover,
it does not make a link between its ability to act (what it is allowed to do) and its mandate or
legal framework.

SIECA —Informe por resultados 2012, Dec 2012

The TAPs for PAIRCA 2 support the contention that there is a problem with the legal
frameworks not matching mandates:
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Otro elemento a considerar son las debilidades encontradas en la aplicacion practica de las
medidas acordadas en las Cumbres Presidenciales y Ministeriales, causada sobre todo por la
falta de instrumentos vinculantes y por la fragilidad de las herramientas y reglamentos de
aplicacién. A esto debe afiadirse un cierto nivel de incertidumbre en lo que se refiere al marco
Iegal e institucional del Sistema y a la asignacion de competencias entre las instituciones de la
integracion, que deriva en parte de la falta de legislacion secundaria. Esto es asi en el caso del
CCJ y el PARLACEN, pero también a nivel de las diferentes Secretarias Técnicas. En cuanto a
estas ultimas, cabe apuntar que sigue habiendo cierta dispersion y ambigiiedad en lo que respecta
a la atribucion de responsabilidades procedentes de decisiones presidenciales y ministeriales, si
bien es cierto que en el ultimo periodo se han realizado importantes esfuerzos para clarificar y
articular este complejo entramado. Un logro importante en este campo ha sido la puesta en marcha
de un mecanismo de seguimiento de decisiones de alto nivel, el cual pretende proporcionar las
bases para un trabajo méas equilibrado en la asignacion de tareas y recursos entre las Secretarias.
Esto ha venido acompaiiado de avances en materia de capacidades tecnoldgicas y dc gestion,
particularmente tras la creacién del Sistema Integrado de Informacién del SICA.

TAPS Annex 2 PAIRCA 2 p. 6

The evaluation team recognises the difficulty and complexity of the situation and has
already made observations to this effect in the report. We also agree, in principle, with the
RSP Mid-term Review that suggested that there is no sense in pursuing capacity
development in an organisation that does not want (or cannot want) to change. Perhaps an
optional approach would be to clearly define how an “intergovernmental” model can be
made to perform in an acceptable manner. If that approach is not going to be taken up, the
EU should discontinue its capacity development unless conditions are met.

A member of the reference group brought to the attention of the evaluation team that the
“assurance” function (typically represented through audit and evaluation functions as well as
through “monitoring and reporting for accountability”) is not in place within the RIO
framework. Specifically, there are no regional audit or evaluation organizations. The
assurance function, it should be remembered, is not limited to “compliance” but provides
invaluable insights into efficiency, effectiveness, learning and knowledge management, as
well as the strengths and weaknesses of management systems and control frameworks as
well.

Three interviewees noted that here is a particularly difficult problem to resolve when it
comes to mandates and delegated authorities. The fact is that the RIO are essentially
independent of each other as it now stands and, being very small with no staff (ex. CCAD)
cannot do any technical work. Most of their financing goes for overhead and management.
But they cannot be “gotten around” and divide the efforts in their sectors. It was noted that
the vast majority of these RIO do not have the capability (resources, authorities,
delegations, abilities and systems) to undertake what they were created for.

Reference 35 field notes

The CC]J sees that it has a mandate and a responsibility to train the necessary people and
institutions in the area of security. The ramifications of a concerted effort to improve
security will involve a number of areas where the Court will eventually have to intervene,
including lawyer and court processes and jurisdiction; fiscal policy and its application;
commercial law, trans-boundary exchanges including migration. The precise mandate is not
yet clear and the CCJ does nothave the financial strength to develop those “responsibilities”
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Reference 41 field notes

The case of CC-SICA is interesting because no one has ever defined “formally” what
“consult” or “consultation” means. The CC-SICA wants to be in a position to proactively
consult its “membership” and inform management of the results of this process, whereas
the management side has so far retained the setvices of that RIO on a reactive basis. The
mandate, according to CC-SICA has to be changed. At the same time, it must be made
clearer what managers and political decision-makers should be obliged to do with the results
of consultation. One of the resons that the CC-SICA has not set up all of its operating
consultation processes is that the PAIRCA 2 process was late getting the funds into its
hands. In fact, the PAIRCA Focal Point only stayed in place for about half of the proposed
length of time.

Reference 104 field notes

“...there is no capacity in-house to develop the systems and skills we need to do an
important part of our job: advocacy”, noted a group of interviewees. Our legal base
(Teguscigalpa and Guatemala accords) does not use that word per se, but that is what the
CC-SICA sees as its mandate and has believed that since its creation.

The interviewees noted that the CC-SICA offers a considerable value-added to the SICA
System:

A large and growing network

Advocacy through a means to search for the most qualified and competent respondents to
deal with an issue

QA on peer reviews

Structure for the various sectors (use CC-SICA to gain profgessional analysis on proposed
norms, policies, standards, etc)

Reference 150 field notes

It is quite possible that some mandates may evolve as a result of recent work done by
PAIRCA 2 in the area of M and E. That project has developed a proposal for an internal M
and E system for interventions that could easily be converted to increase its scope across all
RIO. In that light it could enable Ministers (Exec Com specifically) to monitor the
performance of the various RIO initiatives that are funded directly or indirectly through CA
financing or through donors. Those RIO that do not perform could be reformed or
amalgamated with others.

The “pilot” has been rolled out and is being improved upon. It is a simple system based on
Excell and works well for the purposes that the Ministers would require, mainly because it is
highly visual and dynamic.

Reference 153 field notes

A recurring issue is that people and policy makers continue to say that it is impossible to
know what is happening within the SICA System in terms of mandates, projects, initiatives
and action plans. A system called SICOR was developed to provide that information, but it
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is rarely updated and provided mainly project descriptions that were not based on results.
The system to provide information is there, but needs an investment in personnel and a
commitment to be transparent.

Reference 107 field notes

Many interviewees and donor officials put forth the idea that reform of the entire system is
long overdue. Most RIO must disappear or be integrated into others. Mandates and
AUTHORITIES must be made much clearer. This is a required step and must be done in
tandem with a financial sustainability plan that spans all the (new_ RIO, they noted.

Reference 125 field notes

I-2.1.6 — Periodic reports (such as monitoring reports or evaluations) indicate that the RIOs have/
exercise authority to carry out their mandates

Findings
at
indicator

level

Key institutions that have an impact on the cooperation support priorities laid out in EU-
CA agreements often do not yet have the capability or capacity to carry out their mandates,
even though significant progress has been made in developing these institutions, in large
part through EU support. There remain important limits to the ability of SG-SICA to
monitor and thus it will be difficult, for that institution, to supervise (see MTR PAIRCA 2).
The documents that were examined to date for this indicator deal essentially with SG SICA,
SIECA, PARLACEN, and CC-SICA. The first two have only recently been preparing work
plans much less reports to analyse their influence and effect. Nor does SICA have a M and
E system that is used by officials. The latter two do not, produce periodic reports based on
results. Documents show that PARLACEN has critical problems with legitimacy; nor does
it have any power or mandate to impose much of its decision-making,.

Data,
sources,
extracts

Insofar as PAIRCA 1 was concerned the following is a brief description of the objectives of
that programme:

“In 2003, a €15 million Programme of Support to Central American Integration (PAIRCA) was
approved. 1t aims to support capacity building of the principal regional integration institutions in Central
America and the involvement of civil society in the process of regional integration. This project will provide
institutional strengthening to the Secretariat-General of the Central American Integration System (SG-
SICA) as well as for the reform of the Central American Court of Justice (CC]J) and the Central American
Parliament (PARLACEN). In addition, support will be provided to SIECA for the development of
statistical information systems. The strengthening of the role of civil society in the process of integration will be
carried ont through the building up the capacity of the Consultative Committee of SICA (CC-SICA) and
developing sectoral (sic) and other initiatives involving civil society actors including universities, NGOs,
unions and private sector organisations.”

CA RSP 2007-13 p. 49

Based on the documents studies, all of which indicating that the institutional capability of
the SICA system and national counterparts is very weak, it is observed that the EU is not
planning to continue supporting institutional development after the present RSP. The
reasons for this decision are not found in the documents indicated and it appears as if this
would place not only the Regional Integration Progress at risk but would also weaken the
potential scope of benefits that could accrue to the CA through the AA.

refer to the CA Mid-term Review pp 2-3

Key institutions that have an impact on the cooperation support priorities laid out in EU-
CA agreements often do not have the capability or capacity to carry out their mandates,
even though significant progress has been made in developing these institutions, in part
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through donor support.
Environment:

“Among the root causes of this situation are inadequate environmental policies and legislation, institutional
weafkness and destructive farming practices such as burning fields prior to sowing, coupled with the effects of
poverty and the persistence of polluting or harmful methods of production.”

“In addition, it (i.e. the Regional Environmental Profile —1 eBlanc) underlines the progress made over the
past decade on establishing environment-related institutions, policies and programmes and the significant
amount of donor funding in this sector.”

CA RSP 2007-13 p. 7

The SIECA published, for the first time in 2012, a report of its annual results. It is a
relatively comprehensive report:

It is based on activities (things SIECA participated in) and outputs (things that were
produced).

Most activities are characterised by actions that are not defined further so as to enable the
reader to judge he relevance or the priority, or even the extent of progress towards the
achievement of some expected goal: “...apoyo a acciones de facilitacion (p. 15)” or “ brinda
assistencia tecnica (p. 20).

There is no link between the results and the resources used. In the above example the
“apoyo” could have been an hour or a year.

There are many outputs identified. Especially, but not exclusively in the field of border
administration.

SIECA ~Informe por resultados 2012, Dec 2012

There are important limits to the ability of SICA to monitor and therefore supervise:

E/ programa antecesor, PAIRCA, también tratd de apoyar los mecanismos de seguimiento y monitoreo del
sistema. Oficialmente existe el SIGPRO, sistema en que se ha invertido importante sumas de dinero, pero
este sistema actualmente no Se estd usando. Para los consultores esto de alguna manera se debe interpretar
como una indicacion de la poca importancia que se le estd dando en la institucion y de nuevo hacemos
referencia al cardcter politico del SG-SICA que segin lo que expresan altos funcionarios, no se deja
planificar facilmente

Volviendo al PAIRCA 11, el sistema de seguimiento parece ser un instrumento #til, pero tal veg no
suficiente para para un buen monitoreo de las actividades que en su gran mayoria estin por comenzar.
Funciona por medio de formularios que llenan los beneficiarios y que luego se nsan para alimentar el sistema.
Esto puede constituir una debilidad porgue es un segnimiento de indicadores cuantitativos a distancia que
debe complementarse con un seguimiento de cerca y cualitativa, pero actualmente el equipo de gestion no
tendria los recursos humanos para realizarlo.»

MTR PAIRCA 2 p. 38

Overall, the capability and capacity of most RIO (exceptions include SIECA) to carry out
their relatively “generic” mandates has been recognised as being deficient. Initiatives aimed
at improving the extent to which the RIO can meet their expected performance targets have
been put into place by the EU, the WB, GIZ and others, but the effectiveness of these
initiatives has been wanting even though the requests for support in capacity development
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continue to come from key RIO such as PARLACEN, CCJ and SG-SICA. The mid-term
evaluation of the RSP 20006-13 recommended that such capacity development support to
regional institutions should be stopped.

“Durante la evaluacion de medio término del RSP 2006-2013 se llegd a la conclusion de no continuar con
programas dirigidos rinicamente al fortalecimiento de las instituciones regionales, sin embargo, sigue siendo
una de las principales demandas por parte de los representantes del PARLACEN, CCJ y SG SICA»

Comments from Reference Group to Evaluation Team, Febrnary 2014

“no hay insformes institutionales del SIECA o del SG-SICA, ni de cualquier otro OIR »
The interviewee was speaking to results-based reports based on progress.

Reference 3 field notes

Except for the periodic reports of the various donor interventions (including PAIRCA 2,
PRIAA, PRESANCA, etc,), the RIO definitely do not prepare any monitoring reports or
engage in any actions that might be construed as systematic supervision of plans and
progress towards results.

Reference 154 field notes

“I know of no evaluations that were initiated by any RIO”.
Reference 128 field notes

RIO rarely coordinate their efforts or seek complementarity, The links between the political
SG-SICA and the CA court, for example are not operational except at a formal level.
SIECA does not have links to the CCJ, and the CCAD has only developed perfunctory links
with the main economic arms of the SICA System (ex. SIECA and CENPROMYPE).
Much of the work thus becomes reactionary rather than preventive.

Reference 38 and 39 field notes

Much of the work done by RIO is done independently of the RIO. Three interviewees in
three different organisations reported that since the EU decided to delegate part of its
regional programme to the UNSP, it has been difficult, if not impossible, to influence what
will be done and how in the result areas 3 and 4 (PAIRCA 2). It is as if the “social” or
“community “ aspects of RI are being treated in parallel and without integration into the
result areas covered by 1 and 2. The economic sectors and their projects (ex. PRIAA,
PRACAMS) also have an impact on the “social” equation, but the latter is not
mainstreamed.

Reference 42 and 106 and 120 field notes)

A very highly placed official in SICA noted that: “there is no regional strategy to develop
the entire region. The present model focusses on individual countries and treats the
community of countries (i.e. the intersection of MS) as a marginality”. But for political
reasons that are theirs alone, the Presidents speak glowingly of RI while the reality is that
they don’t place enough personal priority on RI to justify follow-up to ensure
implementation.

Reference 54 of field notes

“It is important”, said one very senior official, “to disaggregate what is happening in reality
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from what is being said publicly”. For example, the following was discussed:

When the 5 pillars are examined, we note that there is no agreement on whether social
development is a regional or a national responsibility. The issue is not the anthropological
vision but the link between economic growth and the way that social development should
be financed from that growth. That is why most CA MS do not have a strategy to re-
distribute the economic gains that will arise from CAFTA or AA. The interviewee also
noted that the values of transparency and accountability are still merely concepts in CA
because they have not yet been disaggregated from the concepts of “power”. It is interesting
to note that there is no RIO that deals simultaneously with both social and economic
development (except for SG-SICA in its “secretariat” role.

Reference 54 field notes

In terms of the overall development of the institutional capacity of RIO, a group of
interviewees noted in a meeting that even the most obvious actions that should be
conducted at a regional level are very difficult to implement. The example of the pooling of
purchases for pharmaceutical products or for fertilisers was put on the table as being
extremely difficult, in spite of the obvious economic and social benefits that would accrue
to CA MA with lower prices. A more robust capacity for regional-level purchasing,
combined with a clear mandate from leaders to do so, are required.

Reference 57 field notes

It was brought up several times by various interviewees that there is a movement among
front-line technical officials and commercial partners towards trying to find ways to
implement RI. The transport sector is an example, as is trans-border immigration. The
challenges they face are enormous and there are many constraints (including vested interests
of entrepreneurs and large families with substantial holdings, not to mention the rampant
corruption and security concerns that are endemic in the region). So although the RIO are
not making as much progress as they might, these people are chipping away at the bottom.

Reference 61, 62 and 63 field notes

JC 2.2 — SG-SICA and SIECA meet expected results targets in tandem with national
counterparts

Statement | The evaluation found no mention of any mechanism that would seek to align regional with
A2 national work plans or to manage their collaboration. There are few guiding strategies for

’ regional integration that involve regional and national collaboration, but most do not appear
to be used as direction (i.e. “obligation”). There is, however, a “SICA Multi-Annual Plan for
Integration) that was adopted by the SICA Member States. (refer to CA MTR 2010, p.13),
but it was not the entire plan that was retained.

Interviews in the field showed that the coordination of activities between RIO agencies,
between RIO and national counterparts, and between RIO and external donors needed to
be reformed if higher performance levels are to be brought about (in terms of meeting
targets “in tandem”). Annex 1 to the PARICA 2 Contribution Agreement notes that the
programme will ensure an appropriate level of coordination with other EU programmes at
CA and Latin American Regional levels (p.8) and with other donors (p.9-10). The problem
has been the non-coordination of regional and national plans. Documentation points to the
fact that the EU (through PAIRCA1) did not actively develop national level counterparts
for this type of collaboration, or any other type of sector ability. PAIRCA 2 projects also do
not have a specific activity related to this.
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The evaluation examined all major work plans and progress reports and did not find even
one reference to the harmonisation or alignment (or putting in sync) between national (CA
Member States) and regional (RIO) work plans; nor did it find references to the
synchronisation of EU regional and country-level interventions. Fieldwork confirmed this
analysis

Part of the problem with analysing the extent to which alignhment (or being in sync) is
becoming more focussed is that SG-SICA does not define its work plans in terms of
performance or specific results. The PAIRCA 2 project appears to have adopted this lack of
specificity as noted by the Response to the 2010 ROM report. Within the RIO generally,
there has been considerable difficulties observed in harmonising and aligning the actions
and priorities of these RIOs and the issue of working in tandem with national counterparts
appears to not be important because it is not mentioned.

From the documentation examined, there does not appear to be a consensus of what will
constitute an integrated region within CA, except at a very conceptual level, so joint work
with national counterparts should be a basic necessity, according to interviewees. Other
than sector roundtables that appear to not be well attended, a Joint working group was set
up to “provide a clear picture of the region’s requirements” but the report of that Group is
only a few pages long and quite conceptual in nature. It has not been used to make
decisions on specific action

The Member States are engaging in behaviours that demonstrate their lack of consensus on
the vision for an integrated CA, including bilateral agreements with third party countries and
the non-ratification by some countries of agreements to create RIOs. In effect, the PAIRCA
2 Work plan notes that there is still considerable concern about the viability and practicality
of regional integration on the part of Member States. In fact the SIECA published its vision
of economic integration in 2013. It does not identify if this is a shared vision and to what
extent is the timetable or priority for implementation shared.

Opverall there is a considerable amount of institutional inefficiency in the SICA RIO system.
Part of the problem is precisely what is the “work” or “mandate” of the various RIO and
the national counterparts. At the moment there are dozens of agencies and bodies that
relate directly to a region-level mandate (one very senior official quoted the figure of 162
agencies). The consequences of this fragmentation are important including overlapping,
mandate gaps, financing sustainability of many organisations and lack of influence or power.
Although the stakeholders in the “interface” may be well defined and known at this time (it
is conjectured from documentation), that is not necessarily the case in non-economic
domains such as environment, social, security, cohesion, industrial promotion etc. Past
efforts at institutional rationalisation have not been successful, even though PAIRCA 1
began a process to improve national counterpart abilities with respect to regional integration
that was not particularly successful, mostly because it was too limited and tied to face-to-
face training sessions.

A member of the reference group provided an observation to the effect that:
“The only organization really interested in passing the four pillar assessment was SIECA. The others were
not interested and do not have capacity to pass audit on all four pillars.”

This fits seamlessly into the opinion of other individuals (ex. mid-term review and
interviewees in the field) that have commented on the institutional weaknesses of a number
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of CA RIO.

I-2.2.1 — Regional and national work plans are aligned and comprehensive

Findings
at
indicator

level

The evaluation found no mention of any mechanism that would seek to align regional with
national work plans. There were no documents identified that do this and all interviewees
noted that there were no such documents. There are few guiding strategies for regional
integration that involve regional and national collaboration, and most do not appear to be
used as direction (i.e. “obligation”).

The coordination of activities between RIO agencies, between RIO and national
counterparts, and between RIO and external donors needed to be reformed. Annex 1 to the
PARICA 2 Contribution Agreement notes that the programme will ensure an appropriate
level of coordination with other EU programmes at CA and Latin American Regional levels
(p-8) and with other donors (p.9-10). That coordination has not been rigorous and is
superficial. The problem has been the lack, by both regional and national entities, of a
demonstrated interest to generate such integrated plans.

Research in the field has found no examples where “regional and national work plans are
aligned and comprehensive” In fact the opposite has shown to be true. PRACAMS is
working on standards and processes where the national level is not working or not
interested. The CCJ is advancing on regional processes that are not in sync with those of
Costa Rica. CCAD is working alone without work plan links to national governments. The
Strategic plans of both SG SICA and SIECA have been developed without ensuring that
they are in sync with national plans. There are many more examples.

Discussions with representatives of RIO noted that the basis of RI in CA (no
supranationality) requires precisely the type of coordination that will be required to link
regional and national plans at both the objective and the results levels. This capability is not
in place at any level and will need to be developed.

It has even been very difficult to develop leadership and to align the work plans between
RIO. PAIRCA 2 tried to align work plans with SIECA and other key RIO but SEICA
declined. So even at the intra-RIO level, that form of alignment is still not a reality.

Documentation points to the fact that the EU (through PAIRCA 1) did not actively develop
national level counterparts for this or any other type of ability.

Data,
sources,
extracts

The basis for analysis is the 2007-13 CA RSP which notes, on p. 25:

“The objective of this component (i.e. Strengthening the institutional system for regional integration-LeBlanc)
of the strategy is to strengthen the institutional system for the process of Central American integration. It will
serve to strengthen the Central American Integration System (SICA) as a whole by developing greater
coordination and effective implementing capacity on the part of all involved in the process. It
must be stressed that this support will be limited to these institutions’ involvement in questions strictly
related to regional integration.” (Empbhasis added)

CA RSP 2007-2013

The same document (p. 48-49) describes the main objectives of the CA RSP 2002-06 as:

“The 2002-2006 Regional Strategy (RSP) for Central America, which is based on a Memorandum of
Understanding signed with the region in 2001, established three focal sectors for cooperation: 1) Support to
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the process of regional integration, implementation of common policies and institutional strengthening (60%);
2) Strengthening the role of civil society in the process of regional integration (10%); and 3) Reducing
valnerability and improving environmental management (30%). Under the 2001 Memorandum of
Understanding, an indicative €74.5 million was allocated to this programme.”

There are few guiding strategies for regional integration, and most do not appear to be used
as direction (i.e. “obligation”). There is a SICA Multi-Annual Plan for Integration that was
adopted by the SICA Member States.

refer to CA MTR 2010, p.13

There is a need to ensure that not only do CA and Member States counterpart plans
become aligned but that they are also both aligned and coherent with the strategies and
plans of the EU LA Region. Broadly speaking they are:

“...a certain number of measures to help the region as a whole could be taken in line with the priorities of
Article 6(b) of the DCI Regulation:

(1) promote the activities of business networks in the two regions in the area of trade and investment throngh
measures such as exchanges between companies;

(2) promote dialogne and institutional capacity building on policy, macroeconomic dialogne, standards,
buman rights, mobility, the connectivity of infrastructure networks and environmental protection to provide a
secure and effective framework to foster sustainable investment flows to promote the region’s sustainable
development;

(3) promote cooperation, regional dialogue and the exchange of experience and good practice on environmental
aspects of sustainable development; particular attention should be given to: climate change(renewable energies
and exchanges of innovative experience in the transport sector, adjustment to the adverse effects of climate
change); water (European Water Initiative, cross-border management of water courses, sewage treatment);
biodiversity (implementation of the Biodiversity Convention) and forests (tackling deforestation).

(4) promote interconnectivity and regulatory dialogue at Latin American level, especially under the new EIB
mandate;

(5) promote studies and conferences to meet regional priorities (with ECLLAC, IL.O, EIB, etc.).

The sectors covered could include strategic policy and technological sectors, the Information Society, the
environment, cultural, audiovisual, research, higher education and energy, which are all sectors with an
international dimension.”

LARSPp. 17

There are many references to the fact that the coordination of activities between RIO
agencies, between RIO and national counterparts, and between RIO and external donors
needed to be reformed.

Annex 1 to the PARICA 2 Contribution Agreement notes that the programme will ensure
an appropriate level of coordination with other EU programmes at CA and Latin American
regional levels (p.8) and with other donors (p.9-10). The problem has been the non-
coordination (...haya visto como necesario un ordonamiento de la cooperacion regional p.
9) and was specifically requested by the Member States Heads in Tegucigalpa in 2005, and
again in Vienna and then in San Jose in 2000.
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As a follow-up, a Tegucigalpa meeting in 2008 called for a revision of the revision of the
Action Plan for regional cooperation and a proposal to create a “mixed” Working Group
(donors and Member States) to prepare a Road Map for the cooperation process.

The problem is exacerbated by the fact that these actions essentially involved SG-SICA and
left out other RIOs such as PARLACEN, CC-SICA and others. In fact, many RIO have
created their own coordination mechanisms with Member States and with donors.

Annex 1, PAIRCA 2 Contribution Agreement, p. 10

In terms of intra-EU cooperation and management of European cooperation development
actions, the Mid-term Review indicated that this was satisfactory. It should be noted that
performance parameters were not defined by the MTR team so it is not possible to judge
the nature or benefits of the cooperation:

“Regional cooperation has been relatively satisfactory in the last few years. This assessment is based in
particular — but not exclusively — on the implementation of cooperation under the RSP 2002-2006. In
addition, important programmes have been implemented in other areas, notably thematic budget lines (such
as food security, human rights and NGO co-financing).

Tmplementation rates are quite high thronghont, despite the fact that the regional programmes are executed by
weafk institutions, lacking — for the most part — adequate human and financial resonrces. It is safe to say
that the good performance is due partly to the considerable technical assistance provided through the varions
programmes and partly to close monitoring by the European Commission. In the majority of cases, the CA
regional programmes suffer many delays in the start-up phase due to problems of coordination and decision-
matking, often exacerbated by the complex design of projects. Once a programme is up and running, however,
implementation gradually gains in efficiency, thanks to the strong commitment of the majority of people
involved. Delays in the start-up period have led to several extensions of implementation periods beyond the
dates originally agreed.”

Mid-term Review CA RSP 2007-13 p. 9

Documentation points to the fact that the EU (through PAIRCAT1) did not actively develop
national level counterparts up to 2009 at least.

“Otra carencia del programa es que muchos eventos debieron concentrarse en el siltimo ario debido a los
atrasos y al enfoque tomado. Mds asin, algunos entrevistados objetaron el esquema de beneficiarios gue el
programa termind apoyando. También, la falta de incidencia de los estados nacionales en la definicion de los
beneficiarios del PAIRCA aparecid en algunas entrevistas como una falencia del programa.”

Exc-post evaluation of PAIRCA 1, p. §

With respect to the work plans and results for result areas 3 and 4 of PAIRCA 2,
interviewees noted (with confirmation by the UNSP) that it is not possible to report on
results yet, especially with respect to women, youth and natives. Moreover, the plans
prepared by UNDP are not done jointly with national RI counterparts for the majority. This
left interviewees wondering why the social elements of the project were not done to support
the non-social (i.e. results 1 and 2).

The evaluators asked for but did not receive the monitoring reports of the result areas 3 and
4 other than what was in PAIRCA 2’s periodic reporting to EU. That report (s) are not
essentially result-based as noted above.
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Reference 17 and 18 field notes

With respect to aligning regional and national work plans, it was brought to the attention of
the evaluator that PAIRCA 1 has a pre-condition for success: that all the MS would agree to
ta customs union and that it would be implemented. It was not even at these last phases of
PAIRCA 2. The national plans and priorities were thus obviously not aligned to the regional
priorities.

Reference 23 field notes

Research in the field has found no examples where “regional and national work plans are
aligned and comprehensive” In fact the opposite has shown to be true. PRACAMS is
working on standards and processes where the national level is not working or not
interested. The CC]J is advancing on regional processes that are not in sync with those of
Costa Rica. CCAD is working alone without work plan links to national governments. The
Strategic plans of both SG SICA and SIECA have been developed without ensuring that
they are in sync with national plans. There are many more examples.

Discussions with representatives of RIO noted that the basis of RI in CA (no
supranationality) requires precisely the type of coordination that will be required to link
regional and national plans at both the objective and the results levels. This capability is not
in place at any level and will need to be developed.

Reference 23 field notes

It has even been very difficult to develop leadership and to align the work plans between
RIO. PAIRCA 2 tried to align work plans with SIECA and other key RIO but SEICA
declined. So even at the intra-RIO level, that form of alignment is still not a reality.

Reference 69 field notes

Some interviewees noted that the reason that their EU support did not result in a greater
level of autonomous capability is that the EU support was late in arriving (especially the
focal points) and that it did not go far enough. Closer examination by the evaluator shows
that the RIO were generally incapable of preparing a CD strategy for themselves and of
supervising the work that was done on their behalf. There are many examples where money
was not spent on the development of “results” but on “process” or overhead. (Ex. Trips by
PARLACEN, conferences by most RIO, furniture, IT and IM, etc.), or to pay for systems
that are not complete (ex. legal documentation system CC] or membership inventory of
CC-SICA)

Reference 149 and 120 field notes

Most of the 36 plus 2 projects supported by PAIRCA 2 have their own timelines and are
linked to each other. In other words it is clear that there is no “system” being generated.
Further, the work plans for those 38 projects are not, in any way, being synchronised with
national work plans.

Reference 106 field notes

An interesting exception to the above is that the general objective of PRACAMS is a
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specific objective of the SIECA, indicating a clear alignment within the RIO.
Reference 120 field notes

In terms of the support provided by PAIRCA 2 to the institutional capability of the SICA
System RIO, it is interesting to note that for the first two years of the project, according to
the PAIRCA 2 managers,: “the first two years were essentially non-productive in terms of
results because the time and effort were used to put into place the processes and the
mechanisms (financing management, contracts, resources) to assist the RIO (in the 40
projects). Over the years, PAIRCA 2 has had 4 EU Task mangers and has encountered
bottlenecks with EU processes (an impressive 19 drafts of the programme budget were
required!).

References 47, 48, 49 and 50 field notes

The Planning directorate of SG SICA does not consider the means to ensure that regional
and national work plans are aligned except where meetings and conferences are concerned.
Based on a reading of their products, they do not consider the alignment of regional and
national plans as being a priority (they do not demonstrate the alignhment and they have no
systems in place to monitor that alignhment within the execution of plans). The systems for
M and E developed by PAIRCA 2 could serve to monitor the alignment of aligned work
plans, providing some adjustment was done.

Reference 79 and 80 field notes

There are examples where there is a regional sector strategy and a series of national
strategies in the same sector, but where there are no formal of systemic links between them
(ex. Tourism)

Reference 11 field notes

Interviewees indicated that the UNDP’s project management is done independently of the
strategies and plans in the CA MS. The UNDP indicated that it does not manage its EU
projects from a multi-national perspective (i.e. coordination of national-level efforts) but
manages the project as would any executing agency based in Nicaragua. It does not, for
example, use its offices in any CA MS to influence decision makers on the topics of interest
to EU. In that regard, it does not add value to the EU programme except as a means of
reducing the workload associated with contracting.

Reference 16 and 18 field notes

“We know for sure that the SICA System RIO do not sync their work plans with the
national governments. We also know that MIFIC (Nicaragua) or other national departments
in other countries do not synchronise its work plans with those of the regional RIO.”

Reference 31 field notes

Two interviewees noted that the 1997 agreement called for SG-SICA to be responsible for
coordinating the RIO across the system. It has done that very superficially up to now. There
are no meetings on a regular basis, when there are meetings it is not to coordinate per se.
Priorities are not developed amongst RIO, etc. There are no RIO-wide coordination
systems and no systems-wide reporting on the progress being made on RI.
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Reference 60 field notes

The ex-SG of SICA does not want the RIO to become a project management unit. He sees
the deciders in the systems as the Ministers of Foreign Affairs (political issues) and the
Ministers of COMIECO (for economic issues). According to him, only SIECA has a
structured approach to planning and M and E. The others do not.

He indicated that there has not always been clarity on the role of the SG of SG-SICA,
especially in terms of the hierarchical role of that position amongst the other heads (and
RIO). Some RIO assume a dependency role but most do not.

Further, the vision of the role of the SG SICA has not been stable. He now sees the role as
one of a secretariat. The Presidents and Ministers decide and there is an Exec Com that
ensures follow-up (the Exec Com is mostly deputy heads from the ministries of foreign
affairs, indicating once again that there is a real disconnect between the economic, the social
and the political domains. It also means that the SG SICA sees that that RIO no role to play
in structuring the RI process or in following-up on progress in terms of implementation of
institutional capability.

Reference 74 and 75 field notes

That interviewee also noted that he thought that any follow-up to CD support (such as
PAIRCA 2) should not happen the way it has been done. There has been a lot of wasted
effort and the countries (CA MS ) should accept the responsibility of financing the RIO and
their reform. He noted that the money “should go to the people”. He did not identify what
would be the impact if donors stopped supporting CD efforts and the CA MS did not
support the SICA System financially.

Reference 74 field notes

There was no request to develop systems to ensure that regional and national plans were
aligned.

Reference 74 field notes

Another illustration of how difficult it is to develop systems that could link regional and
national work plans and could coordinate pan-RIO planning as well is the fact that the M
and E systems in SG SICA are not built around the 4 EU-specific results areas identified for
PAIRCA 2, but on the SICA systems own procedures and processes. This should show
ownership, according to interviewees, but it complicates matters at all levels because it
forces stakeholders (donors, RIO, countries) to work on the basis of results frameworks
that have not been approved by the key stakeholders (including CA MS).

An examination of the M and E system designed by PAIRCA 2 shows that the vast majority
of the results that are included in it are very “soft” and often are not results but inputs or
outputs. A large number are merely process milestones, and many activities are not really
necessary to develop the results they are supposed to generate. The system itself is simple
yet powerful and if it were used to its maximum potential could be a significant support to
the management teams of the RIO and to the Exec Com. No one in SICA took charge of
the process that resulted in the definition of the 40 projects that were approved, and no one
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ensured that the results that they promoted were, in fact, results. This was not a problem
brought on by the present management team but by SICA itself when it participated in the
design phases.

The evaluation of the PAIRCA 2 sub-projects is beyond the scope of this regional
evaluation; an ex post evaluation will shed some light on specific issues. Some points of
interest are:

A large number of the projects cannot prove that they have achieved the results they claim
to have achieved.

Many projects will not likely meet their expected objectives

Many projects have spent their allocated funds but are not near to achieving their expected
results

Some project titles (ex. number 4) have impressive titles but are of marginal value

Over 800, 000 euros are reserved for awareness over and beyond what the UNDP is doing.
All organisations what to do sensitization but there are no clear indicators, the monitoring is
non-existent and the actions are not linked to those of the UNDP. Much of this type of
activity is of doubtful use and has been associated with freebies, useless travel and
questionable presence of people at events.

Videoconferencing systems were installed but are not typically used for the purposes for
which they were intended.

One project (number 28) has 15 sub-projects for a total of 1.5 M euros, but no one is
responsible for the results, SICA has been late in exercising ownership, resulting in the fact
that results will be late, if ever. Indicators are poor in this project (ex. number of
participants)

Some projects are too small and really related to results. Number 18 is worth less than 1000
euros and was to purchase o piece of IT hardware. It should not have made the list in the
first place.

Reference 87, 88 and 89 field notes

One of the immediate problems with the M and E system, when the foregoing is taken into
account, is that the system developed by PAIRCA 2 contains all of the projects and does
not discriminate between soft ones, hardware, etc. The PAIRCA 2 tried to get management
to deal with the issue and improve the system but has only had some success so far. The
Exec Com appear to be interested.

The M and E analyst of PAIRCA 2 was not on board when the “projects” were designed,
even though the experience with other projects and PAIRCA 1 showed that the
beneficiaries were very weak in terms of capacity to deal with results.

One interviewee noted that: “The standards commonly used in results-based management
are too difficult for RIO. What they conceive as RBM is a very fussy concept.”. The
evaluator examined the documents produced in various RIO and agrees that the concepts
are overly simplistic, monitoring is aligned to expected results and the Theory of change
analysis is generally superficial if it exists at all.

Reference 89 field notes
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One organisation that has shown that can prepare comprehensive strategic plans that are
supported by detailed work plans is CENPROMYPE. That organisation presented the
evaluator with a USB drive that contained:

Annual reports (including 2012)
Regional agendas and Plans. The intro to the Exec Summary reads

The general premise underlying the development of an agenda of priorities in policies and programs for
MSMEs in Central America and the Dominican Republic is that in terms of economic development,
MSMEs represent a fundamental and dynamic aspect of national and territorial economies, providing
increased production, job creation, greater social mobility, greater opportunities and generating economic and
social well-being at regional level.

In order to build such agenda of priovities for action at the regional level, led to the development of the
MSME sector, CENPROMYPE urged in 2010 a broad consultation process that identified the priorities
of regional public-private consensus, and outline a strategic vision commitment to the joint efforts for the
promotion of MSMEs in Central America and Dominican Republic.

The objective of the Regional MSME Agenda is to articulate efforts and actions from the regional space in
order to promote knowledge management and multiply the benefits to MSMEs.

A comprehensive document on the development model (called the SBDC model-Americas)
it plans to use

An analysis of that information showed that the models are robust and the reporting is
based on results. Strategic plans for 2007-13 were created and approved and the 2014-2018
Strategic plan is being developed for approval.

Because of the way it is organised, CENPROMYPE can claim to develop region-level plans
that support national level plans, even if the latter are formulated by NSA. To reflect
national priorities.

Reference 101 field notes

Although it is illogical to speak of regional-national alignment when dealing with CC-SICA
it is noteworthy that they are, in fact, highly integrated from that perspective. Their
networks are designed to support the regional level RIO from the ground floor,

CC-SICA notes that the processes of the PAIRCA 2 project, based on EU demands, were
overly long and technical. The focal point was late in getting on the scene even though that
person was critical in the process of identification of ID needs and solutions. They admit
that they need to better develop their systems make “consultation’ faster and more
relevant. Of particular concern will be how to make consultation and advocacy “pan
national” (with its subtle and sometimes not-too-subtle differences between countries and
not just “regional” (where the lowest common denominator is often used).

They point out that he EU has helped the CC-SICA through the development of better
content processes and administration, as well as more robust planning and a vision that
both short and long term.

Reference 102 and 103 field notes
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It was pointed out that CC-SICA did not participate in the TOR or selection process for
project 28 dealing with civil society. It thought, at the time, that the project was poorly
designed and would not yield much in the way of results, primarily because of its lack of
anchors in CSO.

Reference 156 field notes

1-2.2.2-F
annual re

ollow-up (in the form of active supervision) is performed on work plans and progress reports,

orts to ensure that national and regional efforts are in sync.

Findings
at
indicator

level

Based on the findings of Indicator 2.2.1, and based on the vatious analyses done for the EU
on capacity at the national and regional levels (see CA RSP 2007-13 and 2002-2000), there is
clearly a great need for supervision and more effective use of the resources that the EU pas
contributed. This need was confirmed by a wide variety of RIO managers and EUD
officials. Management structures for EU programmes at the regional level are not very
effective for operational supervision and there is little in the way of flexibility once contracts
have been awarded. The research in the field and in documents related to EU projects
identifies that even the design of the projects does not lend itself to “active supervision”:
the architecture of the initiatives promotes and encourages “monitoring’ (As stated
elsewhere even this is a problem) but not supervision. That would require authority to act
and change and adapt on the part of managers. It would also require precise targeting of
required performance. In fact, as noted in the previous indicator, the bases of management
monitoring are not the same for the EU, SG SICA, SIECA or the other RIO.

Interviewees noted that “during the past few years there has not been a regional-country-
project meeting organised by the EU where the objective was to ensure that regional and
national work plans could be monitored and that they were in sync at any one time” This
type of meeting used to held during the past RSP cycle.”

It should also be noted that although PARICA 1 supported the creation of a planning
directorate in SG of monitoring and supervision is the SICA, that organisation is not
ensuring that national and regional plans are in sync

The evaluation examined all major work plans and progress reports and did not find even
one reference to the harmonisation or alignment (or putting in sync) between national and
regional work plans.

Data,
sources,
exctracts

A number of analyses done by or for the EU showed that there was a great need for
capacity development. This should be reflected in downstream documentation dealing with
programming, and supervision and monitoring should weigh in heavily in that regard:

“However, a number of recommendations may be derived from a series of analyses taken into account at the
time of preparation of the RSP for 2002-06. In short, these analyses underline, inter alia, that:

The EC support to sub-regional integration processes is relevant and is boosted by a very
real demand for regional cooperation;

Support for regional integration in the form of strengthening institutions and civil society
in Central America should be the EC priority. Community support should concentrate on
creating a regulatory framework and management and monitoring tools aimed at
facilitating greater mobility of people, capital and goods;

The effectiveness of inter-state cooperation through regional integration bodies could be
improved by the prior requirement to establish common regulations and legislation. Any
initial verification of the relevance of regional cooperation should give fuller consideration
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to the capacities and willingness of all the players, national and regional, private and public.”
CARSP 2007-13 p. 16

The first ROM for PAIRCA 2 report in 2010 identified a significant number of
implementation issues that could, according to the report, become serious risks to the
achievement of the programme’s objectives. All of these issues should have been monitored
closely but there is no record of the way that they were monitored or the decisions that
were taken to correct the path of the programme. Some of the problems identified were:

“the ‘presupuesto-programa’” was a new mechanism that wounld be difficult to implement.

3]

...la élaboracion de procedimentos muy restrictivos. . .reiesgo para el programa. ..’

« La gestion compartida con e/ PNUD ...signe siendo cuestionada...por la nula gestion tecnica del
programa. .. »

Se perciben diferencias de vision. . . (entre) SICA y ATI
Response sheet to ROM report June 2010 p. 2

The responses by the DUE to the ROM report specified that some of these issues were
dealt with. It noted, for example, that there had been training in EC procedures. The RG
meeting in November in Brussels resulted, inter alia, in a statement by the EC to the effect
that the SG SICA was not yet able to master the EC’s procedures and processes,

The DUE in the Response to the ROM report of June 2010 noted that the UNDP was able
to be more flexible than the EC or SICA when it came to structuring responses for civil
society, and that that was the reason why it was selected for that part of the programme.
The Difference in vision between SICA and ATIT is not a reality. In fact it is not the ATI
that have decided to implement the programme in that manner but rather the EU.

Refer to Response sheet to ROM June 2010 p. 3

It is interesting to consider the observation that while the CA Mid-Term Review 2007-2013
speaks glowingly of how regional integration has progressed in CA (see pp 8-10), the
analysis it provides is based solely on inputs and processes. There is not a word on
sustainable results and a putting in place of an autonomous capability to continue in the
strategic path chosen for regional integration. Moreover, the results section of the MTR is
much more optimistic and upbeat concerning results and capacity than are other documents
that portray the SICA System as institutionally weak and the progress towards economic
integration, social cohesion and customs integration as being fraught with difficulties

See CA MTR 2007-2013 pp 8-10

PAIRCA 1 was instrumental in putting in place the essential management systems that were
required to “institutionalise” the role that SICA was to assume. SICA should therefore have
been in a position to be autonomous in its key management atreas, even if, as the reference
indicates, work plans were overly general. The report does not, however, speak to the
synchronisation of regional and national planning or the development of capacities at the
national level, even if on p.3, it recognises that the national level counterparts were
beneficiaries:

“S. Merced al apoyo recibido del PAIRCA, el SICA puso a tono la institucionalidad segin el diseiio que
se habia hecho de ella en sus inicios. Hay sin dudas “un antes y un después del PAIRCA” en materia de
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institncionalidad centroamericana, la cual hoy funciona mds cerca de lo que se diseiid de ella. Dos instancias
creadas por el Protocolo de Tegucigalpa pero que nunca habian entrado en funcionamiento, lo hicieron con
apoyo del PAIRCA: el Comité Ejecutivo (funcion de rendicion de cuentas y seguimiento por parte de los
Gobiernos) y el organismo de control y evaluacion del SICA (funcion de contraloria).

Otra accion pionera de PAIRCA gue merece destacarse es el aporte a nivel de modernizacion de los sistemas
de gestion de la informacion, con el desarrollo de sistemas integrados de informacion en las instituciones y
sobretodo la importantisima generacion de estadisticas harmoniadas y comparables para la region,
producidas por los institutos nacionales de estadisticas como fuente directa.

10. Con respecto al R1, los evaluadores pudieron constatar gue el PAIRCA dejd a la SGSICA beneficios
tangibles que pueden resumirse en la definicion de una propuesta de agenda estratégica, la preparacion de su
Pplan plurianual y la modernizacion del sistema en general. De acuerdo a la grifica siguiente, se ve
claramente que este componente del PAIRCA invirtid la mayor parte de los recursos presupuestados en el
desarrollo del sistema de informacion y estadisticas.»

PAIRCA 1 Ex post Evaluation, p. ii

The above observation is important because it suggests that the ability to supervise and
adjust plans was in place at the end of 2009, the last year of PAIRCA 1. A further reference
confirms this:

“El PAIRCA permitid mejorar la capacidad de planificacion y seguimiento de las decisiones del mdximo
drgano politico (la Cumbre de Presidentes) mediante la creacion de nna direccion de planificacion en la SG-
SICA y la creacion de un sistema de seguimiento del cumplimiento de las decisiones de las Cumbres, ademis
del apoyo a las Presidencias Pro-tempore (PPT). Se inicid 710 rende un proceso de planificacion estratégica,
apoyando la elaboracion de un plan plurianual para el SICA y ordenando dicho mecanismo y modelo para
todos los Consejos de Ministros. Asimismo, se contribuyd a mejorar la capacidad del sistema para abordar
la politica social regional, dar funcionamiento permanente al CC-SICA y abrir puertas para la sociedad
civil.”

PAIRCA 1 Ex post Evaluation, p. 7

The ex post evaluation of PAIRCA 1 is clear on the weak ability of major RIOs in CA to
manage. The degree to which institutions arehave been Estrengthened” was not clarified or
defined in the report:

« Un punto a valorar es que la ejecucion de actividades de la CCJ y el PARLACEN estuvo supeditada a
la capacidad de dichas instituciones para ejecutar y apropiarse de las sistencias técnicas y consultorias del
PAIRCA. La débil institucionalidad de la CCJ y del PARLACEN /limitd su capacidad de ejecucion por
falta de recursos humanos especializados que pudieran acompaiiar la ejecucion de las consultorias e
implementar las recomendaciones y productos generados. A pesar de estas debilidades, se puede concluir que
con el apoyo del PAIRCA la CCJ y el PARLACEN han fortalecido su institucionalidad, cuentan con
una mejor vision sobre su desarrollo y tienen una mejor capacidad de absorcion de apoyo externo »

PAIRCA 1 Ex post Evaluation, p. §

At least until 2009, the ability of key RIO and PAIRCA managers to manage on the basis of
expected results was seriously limited since they did not use the results framework of the
PAIRCA 1 at all. This does not mean that results were not produced, but it implies that the
reference frame was either not useful for supervision and monitoring or that the managers
did what they wanted in spite of the expectations framework.
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“Esta evaluacion final confirma la temprana percepeion de los colegas y subraya ademds que los informes de
avance no utilizaron el Marco 1.dgico como miétodo sino gue simplemente listaron en forma cronoldgica las
actividades realizadas a pesar de las indicaciones formuladas por la DCE en repetidas ocasiones. La
Justificacion de la CCT fue siempre la alta exigencia de las actividades a implementar, que se concentraron
en el 2008 y generaron enormes presiones, por lo que los informes Hegaron con muchos meses de atraso y baja
calidad. El equipo de la CCT, es evidente, se concentrd mds en la realizacion de actividades que en el logro
de los resultados esperados del Programa. Si se hubiese tomado el Marco 1.dgico como referencia, quizds
algunas actividades se habrian Hevado a cabo con mids orden y siguiendo criterios de mayor racionalidad,
ademas de mayor comunicacion y trabajo coordinado con todas las contrapartes.”

PAIRCA 1 Ex post Evaluation, p.10

As of 2012, the SICA had the advantage of a comprehensive monitoring and evaluation
system (SyE) that was developed with the EU’S support. This would be the basis for the
SICA monitoring and supervision function. The SyE is also tied to the LFA for PAIRCA 2;
an analysis of that LFA shows that the indicators were mostly output or process based, and
not always specific enough to be used for ongoing monitoring of an ongoing initiative.

Moreover, the EXPECTED RESULTS of PAIRCA 2 are not stated in terms of absolute

2, < 2,

performance but of relative states (...”se ve reforsado...”; “...se ven fortalecidas...”; “...se

2, <«

mejora la participacion...”; “...Se mejora el nivel de sensilizacion...*.

PAIRCA 2 WP p. 10-11

At the level of the EU’s PAIRCA 2 project, the MTR noted that the initiative did not have
sufficiently well developed and useful (for management) indicators in place and
recommended a comprehensive overhaul. It also noted that the installed capacity for
monitoring:

“Se sugiere una reunion wurgente entre el EgP, DRN y la DUE para evaluar los fondos disponibles
provenientes de actividades no ejecutables, Consultorias de corto plago no necesarias, imprevistos y demds
rubros para un adendum que permita:

Reforzar Ias capacidades de seguimiento de/ Equipo de Gestion para los proximos meses y
Pplasmarlo en un plan de accion y compromisos firmes.

La prolongacion de la fase de ejecucion, cuya duracion debe ser sujeto a los fondos disponibles
para evitar una modificacion del CdF.

En vez de reformular ¢/ Marco Logico del programa, se recomienda reforzarlo a nivel de los
Indicadores de desempenio medibles (niimero, tiempo, porcentaje, escala, etc), por medio de la conexion
logica con los indicadores que estan siendo definidos actualmente para cada proyecto. »

MTR PAIRCA 2 p. 9

“,»the EUD has never asked for an operations budget or a funding strategy from either SG
SICA or SIECA”

Reference 4 field notes

The UNDP supervises its activities and those that execute them. Quality is monitored. “but
the vagueness of the results stems from the nature of what we are asked to do. Awareness,
for example, is not measured easily”
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Reference 14 field notes

It was noted that the SG of SICA prepared a report in 2013 on the status and progress of
development cooperation projects within SG SICA. It was sent to Ministries (foreign
affairs). The new system that the Exec Com and Ministers want to put into place would
consist of the following steps:

All organisations send Project Fiches to SG SICA concerning what they want donor
funding to cover

Feedback on relevance is sent back
SG SICA prepares a recommendation to Ministers
When ready, Ministers in the sectors approve the project

The organisation are then free to look for financing.

It should be noted that neither the Ministers nor SG SICA are not going to be involved in
monitoring.

Reference 78 field notes

As noted in the previous indicator, the bases of management monitoring are not the same
for the EU, SG SICA, SIECA or the RIO.

Reference 87 field notes

“during the past few years there has not been a regional-country-project meeting organised
by the EU where the objective was to ensure that regional and national work plans could be
monitored and that they were in sync at any one time” This type of meeting used to held
during the past RSP cycle.

Reference 32 field notes

It was noted that although PARICA 1 supported the creation of a planning directorate in
SG of monitoring and supervision is the SICA, that organisation is not ensuring that
national and regional plans are in sync

Reference 68 field notes

The PAIRCA 1 managers, according to their regular reports, were concerned that the
planning systems in the RIO were not robust enough. They also proposed that part of the
problem was a complete lack of ownership by political and technical decision makers. The
evaluator was able to examine the planning systems in place and noted that the strategic
planning systems are not sufficiently robust even if they have evolved considerably over
time.

Reference 80 field notes

Various interviewees noted that part of the problem with monitoring and supervision is the
absence of a clear model against which to compare progress. SIECA indicated that it was
going to prepare an economic management model for discussion. They also noted that the
entire set of SICA System institutions lacks the capability to generate a “corporate vision”
based on political, economic and social models that contain performance targets. It was
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observed by many interviewees that there is not one RIO that has a capability development
strategy; in large part, according to the managers of RIO this is largely due to the fact that
they don’t have a real strategic plan that spans the entire RI system. Political leaders have
not directly asked for this except to ask for a reform plan (both are compatible). The reform
is stalled.

Reference 112 field notes

Interviewees in key RIO noted that it has been difficult in the past to structure pan-national
monitoring systems to ensure that a pan-national objective was attained. They cited the
examples of CONSUAC and WAC where systems were created (still used) and training
facilities (in Honduras) were put into place. History shows that for various reasons
(including issues of security) the AIC system enabled some form of monitoring to take place
but the San Pedro Sula facilities were abandoned even if all countries were initially
supporting it. (Taiwan is now involved in this endeavour) In the end, it was RIO that
became the champions of these initiatives and not the national governments. Getting
national level leadership for regional efforts has been, and continues to be, very difficult.

Reference 112 field notes

SIECA noted that it has a real role to play in the implementation of major trade
agreeements such as the CAFTA and the AA, especially in the harmonisation of the systems
and infrastructures that support the trade inherent in these agreements.

SIECA needs to be involved in the coordination of regional-national efforts to ensure
harmonisation of the norms and infrastructure related to trade: roads, security corridors, etc.

Reference 111 field notes

I-2.2.3 — Results of meetings with national counterparts indicate that both regional and national efforts

are managed in sync

Findings The evaluation team did not find a single document that reflected the results of
. coordination meetings (regional and national levels) on work plans or strategic plans.
Sl Moreover, neither the SIECA nor the PAIRCA2 reports that were examined spoke of
Tl meetings to manage efforts “in sync”. However, both SIECA and SICA do engage in

training programmes with national counterparts (historically this has been mostly on border
management but other domains were handled as well).

The field research has identified that there are no mechanisms in place to encourage
regional-national meetings on a regular basis. There are, it has been reported by
interviewees, technical visits in all directions, but these are not designed to ensure
synchronicity, but to allow bilateral efforts to proceed.

Part of the problem with analysing the extent to which alighment (or being in sync) is
becoming more focussed is that the SG-SICA does not define its work plans in terms of
performance or specific results. The PAIRCA 2 project appears to have adopted this lack of
specificity as noted by the Response to the 2010 ROM report. Within the RIO, there have
been considerable difficulties observed in harmonising and aligning the actions and
priorities of the RIOs. Up to the end of 2009, intra-RIO coordination was still a problem,
The PAIRCA 1 contributed the possibility of face to face meetings to resolve the problem,
but the results were inconclusive, In fact, in a context of rapid turnover of personnel and
poor levels of coordination ability, this evaluation wonders why other strategies for
improved coordination were not developed, perhaps using technology.
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Data,
sources,
extracts

The 2012 SIECA results report identifies that SIECA is training and providing technical
assistance to national counterparts, especially but not only in the domain of border
management, Page 19 provides a description of that support in the sanitary and
phytosanitary regulations.

The SIECA report does not deal with the issue of being ‘in sync’, nor does it deal with how
that coordination is exercised.

SIECA ~Informe por resultados 2012, Dec 2012

Part of the problem with analysing the extent to which alignment is becoming more
focussed is that the SG-SICA does not define its work plans in terms of performance or
specific results. The PAIRCA 2 project appears to have adopted this lack of specificity as
noted by the Response to the 2010 ROM report. Some progress is being realised:

“durante la fase de programmacion del PP1 se ha hecho un esfuerzo importante por presentar el programa en
major detaille y involuncrar. . .representantes de los diferentes contrepartes regionales y nacionales. . .a fin de
asegurar su involucramiento et de sentar bases de trabajo comun .. .con vision de conjunto y de largo plazo”.

ROM Response Sheet p. 2

The field phase has identified that there are no mechanisms in place to encourage regional-
national meetings on a regular basis. There are, it has been reported by interviewees,
technical visits in all directions, but these are not designed to ensure synchronicity, but to
allow bilateral efforts to proceed.

Reference 99 field notes

The evaluator could not find any example of an RIO that regularly met with national
counterparts to co-manage efforts or to ensure that regional and national efforts were
complementary of in sync.

Reference 99, 112 and 167 field notes

1-2.2.4 — National and regional visions of regional integration issues become more aligned over time

Findings
at
indicator
level

From the documentation examined and the significant number of interviews carried out in
the field with RIO and project personnel, there is no consensus of what will constitute an
integrated region within CA, except at a very conceptual level. A joint working group was
set up to “provide a clear picture of the region’s requirements” but the report of that Group
has not been applied.

The Member States are engaging in behaviours that demonstrate their lack of consensus on
the vision for an integrated CA, including bilateral agreements with third party countries and
the non-ratification by some countries of agreements to create RIOs. In effect, the PAIRCA
2 work plan notes that there is still considerable concern about the viability and practicality
of regional integration on the part of Member States, and this has been validated during our
interviews.

Most interviews that dealt with this topic supported the concept that regional integration
needs to be defined and accepted by the CA Member States themselves. PAIRCA helped to
open a door but leadership was not there to take advantage and provide the roadmap.
Another key issue is the financial support provided by Member States to the regional
integration effort. As of 2010, there was still no real and permanent response and
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sustainable financing is still a problem in 2013. The PAIRCA 2 WP notes in March 2012
that there is still a requirement for major political commitment to regional integration. One
has to conclude, on the basis of documentation and interviews, that no response means: ‘no
real support’. And that has necessarily translate into difficulties in narrowing the gap
between regional and national perceptions of how to proceed.

With respect to sustainable funding, the response from one interviewee, and supported by
others, is important: “...there is a major problem with the entire concept of RI that must be
changed. Although there are many reasons for it, the existing financial structures need to be
entirely changed. If you are going to be part of a RI process, you don’t expect to go to a
cafeteria and choose what pleases you”

To support the above, interviewees noted that each RIO spent a considerable amount of
time seeking the funding for their next cycle. They become, over time, like consulting firms
that seek to please their key clients. “Over time, the vision of RI takes a back seat to the
needs to seek funding to pay the payroll” A senior EU official indicated that the reliance on
donor funding meant that he donors were essentially directing the RIU process. In this
evaluator’s opinion, there is no evidence to back this up.

Data,
sources,
extracts

P.25 of the 2007-13 CA RSP identifies that “Support will be channelled to the economic
integration process, taking into consideration the findings of the joint assessment of
regional economic integration in Central America being carried out by the ad hoc Joint
Working Group” and that the Joint Working Group that is “expected to provide a clear
picture of the region’s requirements”

2007-13 CA RSP

Some progress is observed with respect to the harmonisation of policies and RIO
objectives:

“In the last two years, the institutions and sector strategies of the Central American integration System
(SICA) have seen some substantial reforms adopted in areas such as energy, regional security, social
cobesion, agriculture, food security and climate change. The Presidents have also instructed SG-SICA to
propose a multiannual work programme for integration. PARLACEN has undergone reforms, while
Guatemala has decided to participate in the CA Court of Justice. There is no consensus among CA
governments on a thorough overhaul of SICA, with regional institutions remaining weak as there are no
regional financing mechanisms.

A bigher degree of economic integration has been achieved since the entry into force of CAF1TA and the
decision to lannch an Association Agreement with the Enropean Union. The latter bas prompted the
participating countries to negotiate as a region for the first time.

All CA countries have concluded bilateral free trade agreements with other Latin American and Asian
countries and have developed policy dialogne. Guatemala, El Salvador and Honduras bave signed a
Customs Union Agreement, which counld give a new impetus to the regional system. In the Association
Agreement negotiations, new priority areas for cooperation have been bighlighted, in particular the facilitation
of trade and the establishment of a financial mechanism for regional development”.

CA Mid-term Review of RSP

The PAIRCA 2 Annual Work Plan supports the observation above by noting that there are
factors that negatively affect the integration process. One of these is bilateralism (especially
but only on the part of Costa Rica and Nicaragua) which would endanger the application of
a Common External Tariff.
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In effect, there is still considerable concern about the viability and practicality of regional
integration on the part of Member States.

PAIRCA 2 WP, p. 5-6

Within the RIO, there have been considerable difficulties observed in harmonising and
aligning the actions and priorities of the RIOs. It is proposed as self —evident that regional-
national coordination cannot take place if the regional level is not in sync. Up to the end of
2009, intra-RIO coordination was still a problem, The PAIRCA 1 contributed the possibility
of face to face meetings to resolve the problem, but the results were inconclusive, In fact, in
a context of rapid turnover of personnel and poor levels of coordination ability, this
evaluation wonders why other strategies for improved coordination were not developed,
perhaps using technology.

“En el pasado la principal caracteristica de la institucionalidad era el funcionamiento aislado de los
organismos del nivel gerencial. De igual forma se apoyd la comunicacion entre la Secretaria General y los
otros drganos de la integracion (PARLACEN, CCJ), mediante el financiamiento de reuniones con dichos
drganos que tenian débiles vinculos con el resto de la institncionalidad. Esta comunicacion estd empezando a
dar sus frutos en términos de biisqueda de apoyo mutuo entre las instituciones, aunque gueda camino por
recorrer.”

Ex post evaluation of PAIRCA 1, p. 13

There are many that support the concept that Regional Integration needs to be defined and
accepted by the CA Member States themselves. PAIRCA helped to open a door but
leadership was not there to take advantage and provide the roadmap. Another key issue is
the financial support provided to the regional integration effort. As of 2010, there was still
no real and permanent response. One has to conclude that no response, no real support.
And that would necessarily translate into difficulties in narrowing the gap between regional
and national perceptions of how to proceed.

“Los evalnadores no pueden mdis que coincidir con algunas apreciaciones recogidas en las entrevistas en el
sentido que Centroamérica debe construir su propio modelo de integracion acorde a las realidades y
capacidades de los paises centroamericanos. Para que esto ocurra se debe impulsar el debate entre sectores
académicos, politicos, tangues de pensamiento y sociedad civil en general. B/ PAIRCA abrid una brecha,
generd inquietud, promovid discusion, pero lo que no pudo hacer, como no podia ser de otro modo, fue
reemplazar los liderazgos que se necesitan para hacer el proceso de integracion sostenible en el tiempo.

La sostenibilidad de las numerosas actividades del PAIRCA en particular estd asociada a la capacidad
financiera y apropiacion de las mismas por parte de las instituciones. Esto no estd garantizado en la
actualidad debido a la carencia de politicas de largo plazo y al cardcter personalista y transitorio de los
tomadores de decisiones en las instituciones beneficiarias, aspectos que se conjugan con el permanente déficit
financiero de las mismas.»

Ex post evaluation of PAIRCA 1, p. 41

The PAIRCA 2 WP notes, as recently as March 2012, that there is STILL a requirement for
a MAJOR POLITICAL COMMITMENT to regional integration. In the meantime,
PAIRCA 2 will support the Executive Committee and the Consejo Fiscalizador Regional del
SICA, the former in order to obtain direction and decisions and the other for fiscal and
financial control.
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PAIRCA2WPp. 6

The indicators for PAIAA under result 5 dealing with national counterpart training are
essentially input and output based. There is no reflection on “capability” or “ability”
identified as targets.

PAIAAFAILFAp. 3

The SIECA published a vision of economic integration in 2013. Interviews in the field
noted that this has not been adopted at all, and in fact still needs to be discussed. It wants to
generate a project that will expand on the model.

It identifies the best practices that should be obtained:

“Fortalecimiento juridico institucional de la integracion: ampliacion del proceso hacia otros dmbitos (social,
politico, cultnral, ambiental).

Capacidad de adaptacion a los cambios que se han dado en el entorno econdmico mundial.

Utilizacion de mecanismos para la solucion de controversias en los diferentes dmbitos de la integracion
regional (CCJ, MSCCA, procedimiento para solucion de BN.AS). »

As well as the next stages of integration:

“Consolidacion de la Union Adnanera.

Mejorar la competitividad (infraestructura y servicios, mayor facilitacion del comercio).
Atraer mayor IED a la region.

Optimizar el aprovechamiento de los TLCS:

— Incrementar la capacidad productiva y cadenas de valor

— Mejorar el conocimiento de los TILCS del sector productivo

— Integrar a las MIPYMES al esfuerzo exportador

— Mejorar la capacidad de los gobiernos para la administraciin del comercio exterior”
(PPT) E! proceso de integracion economica regional SIECA 2013 Berlin

The vision of RI continues to evolve insofar as the CCJ is concerned. Primarily, this
evolution is due to the need to take international trade agreements into account. It claims
that the political leaders should try to create a solid legal base that can be used as a baseline.
The reform that was proposed for the CCJ did not alter the vision of what the RI process
was about.

Reference 45 Field notes

“...there is a major problem with the entire concept of RI that must be changed. Although
there are many reasons for it, the existing financial structures need to be entirely changed. If
you are going to be part of a RI process, you don’t expect to go to a cafeteria and choose
what pleases you”

Reference 63 field notes
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To support the above, interviewees noted that each RIO spent a considerable amount of
time seeking the funding for their next cycle. They become, over time, like consulting firms
that seek to please their key clients. “Over time, the vision of RI takes a back seat to the
needs to seek funding to pay the payroll”

Reference 64 field notes

There is still a wide range of opinions concerning what IR should include and why. For
example, the PAIRCA 1 and PAIRCA 2 projects were designed int he absence of real
contributions from MS, according to interviewees. Since these projects supported Civil
Society, Nicaragua was not in agreement with the projects. Dealing with the issue of society
across the MS is clearly not a domain on which the MS have reached consensus.

Reference 77 field notes

The field mission did not discover any document that would indicate what form political
dialog would take (EU-region-country) so that the EU could help a common vision of RI to
emerge. The EU had supported the RI process at the highest levels for decades, but the
political dialogue in the field does not appear to be organised (Structured, planned, directed,
purposeful) or focussed. Interviewees believed that a concerted effort would be required
(political dialogue) to get the political leaders of the region to take important decisions. They
tfurther believed that this effort should be led by the EU (and not, say, by the WB, UN,
USA or other political body).

Reference 33 field notes

When asked about the development of common policies to facilitate a greater level of
alignment, two interviewees noted that early versions of ADAPCCA had visions of doing
just that. ““... but as it got closer to the time of signing it got further away from a project to
develop common high level policies”. The reality seems to be different, however; there was
consensus amongst the signatories that the DTA would be composed of three parts,
including the strengthening of COMIECA as a governance body, the development of tariff-
related policies and non-tariff processes, and the development of complementary policies in
commercial and customs domains. If successful, these would have surely enabled a greater
level of alignment, at least at the technical end. If the COMIECA efforts that been
successful it would have generated a more focussed form of alignment in economic
domains as well. In practice, according to ex-post evaluation reports as validated by
interviewees, the project: “did not develop common policies but tried to coordinate the
preparation of options and common norms. The majority of these proposals were never

approved.”
Reference 114 field note

Three interviewees noted that the use of “projects” to promote alignment on RI has its
practical limits in that in reality, the projects take on a life of their own, and the leader sor
decisién-makers view them as technical, and not political.

Reference 108 field notes

I-2.2.5 — Amount of resources assigned to regional-national interface sufficient to allow both levels to do

its work
Findings The documentation examined did not mention this issue, either to define what was done,
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at
indicator

level

or how much effort has been devoted. It is noted that according to the PAIRCA 2 Action
Fiche, the EU allocated only € 300,000 through the RIP to “National Counterparts”. On
average that means that each of the seven Member States in CA will receive about € 40, 000
through the RIS, not a significant amount to accomplish what is, in reality, a herculean task.
The contribution through NIPs is above and beyond that amount. The Ma and E system set
up by PAIRCA 2 shows that this budget line will not lead to significant results in terms of
increased integration through better interface.

Many interviewees in a number of RIO, as well as six project managers and technical
support staff in EU —funded interventions noted that the Exec Com, the council of
ministers of foreign affairs and the members of COMIECO all have a mandate to do this,
but no officials are charged with follow-up, there is no budget line for that purpose and
there are no M and E systems in place to supervise that.

Past efforts at institutional rationalisation (regional-national and inter-regional) have not
been successful, even though PAIRCA 1 began a process to improve national counterpart
abilities with respect to regional integration that was not particularly successful, mostly
because it was too limited and tied to face-to-face training sessions.

Data,
sources,
extracts

The EC allocated only € 300,000 through the RIP to “National Counterparts”. On average
that means that each of the seven Member States in CA will receive about € 40,000 through
the RIS, not a significant amount. The contribution through NIPs is above and beyond that
amount.

Alction Fiche PAIRCA 2, p.11

It is observed that there is a considerable amount of institutional inefficiency in the SICA
RIO system. Part of the problem is precisely what is the “work” or ”mandate” of the RIO
and the national counterparts. At the moment there are dozens of agencies and bodies that
relate directly to a region-level mandate. The consequences of this fragmentation are
important including overlapping, mandate gaps, financing sustainability of many
organisations and lack of influence or power. Past efforts at institutional rationalisation have
not been successful.

“There is no consensus among CA governments on a thorough overbaul of SICA, with regional institutions
remaining weak as there are no regional financing mechanisms.”

In many ways the problem is exacerbated because the Member States are signing a number
of bilateral trade agreements with third parties. Harmonisation and conformity thus
becomes more difficult and any integration process becomes more complex because non-
CA Member States are immediately required at the negotiation table.

CA Mid-term RSP Review p. 2

PAIRCA 1 began a process to improve national counterpart abilities with respect to
regional integration, but the efforts were too small (in terms of scope and budget) and not
sustainable. The use of distance-based training resulted in 120 people participating, but a
part of these people were in EUDs. The high turnover of personnel also made the results
unsustainable.

“En el primero se realizo el fortalecimiento del sistema de comunicaciones remotas a través del uso del
Sistema de Videoconferencias en las cancillerias de los paises del SICA. El PAIRCA realizd la
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consultoria, diserio e higo la instalacion del sistema, con la dotacion de equipos. La SG-SICA administra.
Los equipos fueron instalados en las sedes de las cancillerias en 2009. El sistema permitira mejorar la
conectividad y la comunicacion entre los paises miembros del sistema y los entes del SICA, aborrando tiempo
y recursos por traslados. Dentro del programa de formacion y capacitacion, se reportan cinco cursos con la
participaron 120 personas de Cancilleria y otras instituciones gubernamentales vincnladas con la tematica.
En consecuencia, la valoracion de esta actividad es que anngue con algunos retrasos el fortalecimiento de las
instancias nacionales ha tenido efectivamente lugar. Hay gue considerar no obstante que el grado de rotacion
de personal en las Cancillerias podria relativizar su impacto a largo plazo. A pesar de baber llevado a cabo
acciones interesantes y iitiles para las Cancillerias, este componente no legd a cubrir todas las expectativas
que se tenian de ¢/ al inicio del programa, mds bien acabd ajustindose a lo que realmente era factible hacer
dentro del tiempo disponible.”

Ex post evaluation of PAIRCA 1, p. 34

The report noted above notes that one needs to take into account the fact that any
sustainability of PAIRCA activities destined to strengthen the SICA system as a whole is
very heavily dependent upon political whim and direction.

“...fortalecer al sistema en su conjunto es mucho y depende principalmente de la voluntad politica de los
paises centroamericanos” (p. 35).

An EU official and a SIECA official both noted that: “The EC is paying for local people to
work in SIECA since Costa Rica stopped paying”. The fact is that there is no one in any
RIO, that is specifically entrusted with ensuring that there an interface is in place to enable
both the regional and national levels to do their work in sync.

Many interviewees in a number of RIO, as well as six project managers and technical
support staff in EU —funded interventions noted that the Exec Com, the council of
ministers of foreign affairs and the members of COMIECO all have a mandate to do this,
but no officials are charged with follow-up, there is no budget line for that purpose and
there are no M and E systems in place to supervise that.

References 6, 63, 78, 112 and 145 field notes

There is a small budget in PAIRCA 2 to support the projects proposed by national
governments but none of this money is destined to ensure that there is a regional-national
interface.

Reference 76 field notes

JC 2.3 — Improved coordination among key RIOs and between RIOs and donors in the
achievement of regional integration targets

Statement
on JC2.3

Note: Many of the indicators identified for the inception report do not have data with which to analyse
them, nor are these data likely to exist. The evaluation team recommends consolidating indicators under |C
2.3, as discussed below.

The CA RSP 2007-2013 is quite specific about the need for coordination even though it
does not specify the expected performance metrics of the coordination or how it will take
place. Documents show that up until 2010, national counterpart institutions had not yet all
appropriated the regional integration programme (exceptions being those involved in trade).
And as a result, they were not motivated to undertake coordination actions or targeted
monitoring. There was still a perception that the entire SICA set of institutions (including
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regional institutions not generally considered as RIOs) represented an exaggerated
architecture and did not deliver advertised benefits. For years now the various donors have
recognised that the work of the SICA system’s institutions needed to be coordinated (see
Wotld Bank and EU documents going back to mid-90’s). Furthermore, donors have set up
donor coordination mechanisms but the evaluation has not been able to obtain any
documentation on the results of that effort. A 2010 document reports that a donor matrix
had been developed by SGSICA’s DG Cooperation, which contains basic data on all
cooperation projects for the Secretariats, including SIECA. No systematic information was
available for the other institutions, such as CCJ, PARLACEN or CC SICA, at that time, but
it is unknown if this system is maintained and if it is, the extent to which it adds value to
coordination.

As of 2010, efforts were ongoing, under the coordination of SG-SICA with EU support, to
bring the ‘harmonisation and alignment of regional cooperation’ to a higher level and more
into line with the Paris and Accra Declarations. The results of those efforts are not known.
More recently, The EU’s PRAIAA intervention noted that there was still a significant need
for coordination, and the PAIRCA 2 MTR (2012) provided an update on the coordination
activities in place. In effect, past efforts at creating a system had stalled. In addition,
organisation structures that were set up to monitor and supervise did not work. The MTR
did, however, make a good link between monitoring and supervision.

Almost all donor and CA documents incorporate a principle of inclusiveness into the
planning for the regional integration process, and the EU has funded a broad range of
interventions to develop the capacity of NSA to do just that. The results have not been
spectacular, especially at the national level where relatively autocratic governments do not
actively engage NSA in policy development, save for business associations.

One aspect that does not show up in the documentation analysed in the Desk Phase is the
division of labour (read: coordination, complementarity and coherence) between RIOs, the
EU, European Member States and other donors. Some documentation may, however, exist
in the field at both national and regional levels. For example, the World Bank project P
121646 appears to be a close copy of PAIRCA 1 and 2. A large number of donors have put
into place various types of initiatives dealing with regional integration in the region, but the
documentation examined did not speak to how complementarity was sought. The field
research will also research the extent to which the national counterparts actually participate
in the coordination process.

It is noteworthy, from a coordination perspective, that the Contribution Agreement with
the UNDP does not specify any requirements for, or targets for, coordination or
complementarity. Since much of the “social” results are handled through the UNDP in R3
and R4, there is an issue that needs to be clarified in the field.

The documentation examined by this evaluation did not find any references to
«complementarity» except as a reference to the Maastricht Treaty. There is a significant
difference between documents as to the number of stakeholders that need to be included in
a coordination (complementarity) seeking process, so even the baseline is not a settled thing.
Documents from June 2010 report that inter-institutional (i.e. Inter-RIO) coordination is a
very sensitive subject and are overly complex (it is implied that they are not working well
but that is not specifically stated). They go on to note that there is a wide range of capacities
for coordination amongst the RIO, but that these continue to be relatively weak. It goes on
to note that the high turnover of personnel contributes to the weakness within the various
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ministries, RIO and technical bodies.

The extent to which coordination systems actually do provide a means of seeking

complementarity will be determined through “perception analysis” that will be carried out in
the field.

So overall, it is hypothesised that the coordination systems in place are fairly basic if they
exist at all, and the effort devoted to coordination at higher levels is likely inconsistent and
sporadic

I-2.3.1 — Coordination systems in place and resourced, periodic coordination monitoring

Findings
at
indicator

level

The CA RSP 2007-2013 is quite specific about the need for coordination even though it
does not specify the expected performance metrics of the coordination or how it will take
place.

Up until 2010, national counterpart institutions had not yet all appropriated the regional
integration programme (exceptions being those involved in trade). And as a result, they
were not motivated to undertake coordination actions or targeted monitoring. There was
still a perception that the entire SICA set of institutions (including regional institutions not
generally considered as RIOs) represented an exaggerated architecture and did not deliver
advertised benefits; in addition, the organisational architecture of the SICA System is
designed to be managed closely by political interests, so motivation amongst institutions
appears to be weak. For years now the various donors have recognised that the work of the
SICA system’s institutions needed to be coordinated (see Wotld Bank and EU documents
going back to mid-90’s). Furthermore, donors have set up donor coordination mechanisms
but the evaluation has not been able to obtain any documentation on the results of that
effort. A 2010 document reports that a donor matrix had been developed by SG-SICA’s
DG Cooperation, which contains basic data on all cooperation projects for the Secretariats,
including SIECA. No systematic information was available for the other institutions, such as
CCJ, PARLACEN or CC SICA, at that time. It it is unknown that this system is not
maintained.

As of 2010, efforts were ongoing, under the coordination of SG-SICA, to bring the
‘harmonisation and alignment of regional cooperation’ to a higher level and more into line
with the Paris and Accra Declarations. The results of this work have not produced
sustainable results, although an office for international coordination has been set up
relatively recently.

More recently, PRAIAA noted that there was still a significant need for coordination, and
the PAIRCA 2 MTR (2012) provided an update on the coordination activities in place. In
effect, past efforts at creating a system had stalled. In addition, organisation structures that
were set up to monitor and supervise did not work. The MTR did, however, make a good
link between monitoring and supervision.

Interviews with over a dozen interviewees in the field indicated that neither the SG SICA,
nor the EU projects, nor the EUD or UNDP had put into place a working coordination
process to focus RI efforts. All indicated that they were “independent” and did what they
wanted, or could (according to their mandate or contract).

So overall, various coordination systems in place are fairly basic and not holistic. Moreover
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the effort devoted to coordination at higher levels is inconsistent and sporadic.

Data,
sources,
extracts

Up until 2010, the national counterparts had not yet appropriated the regional integration
programme. And as a result were not motivated to undertake coordination actions or
targeted monitoring. There was still a perception that the entire SICA set of institutions
(including regional institutions not generally considered as RIOs) represented an
exaggerated architecture and did not deliver advertised benefits

“ILa no apropiacion por parte de las antoridades politicas de cada pais de los programas regionales resultan
en pérdida de interés y escasa voluntad de aportar fondos para garantizar la sostenibilidad (mecanismo de
financiacion) y la toma de decisiones sobre los grandes temas de la integracion.

Se percibid que muchos entrevistados/ as ven la actual institucionalidad regional como exagerada para las
necesidades de América Central y asignan ese exceso de instituciones a la incidencia de los fondos europeos.
Consultados sobre el tema, otros interlocutores dijeron no estar de acuerdo sobre esto puesto que las
instituciones estaban alli antes de la llegada de los fondos europeos y sin perspectivas de desaparecer.”

Ex post evatnation of PAIRCA 1 p. 42

The 2007-13 CA RSP identified briefly the main donors of the time of writing and the
potential areas for coordination:

“An overview of the main international cooperation programmes is contained in the attached donor matrix
(Annexc 3). The analysis of the main donors at regional level shows a clear comparative advantage for the
EC in supporting the regional integration process.

As regards the EU, Spain is one of the most prominent EU Member States in the Central American
region. lts main areas for cooperation in this region include strengthening public administration, health,
education, sustainable development and natural resources and environmental management, disaster
prevention and reducing ecological vulnerability, tonrism, wmicro-enterprise and fisheries. Germany has
been/ still is present, with sub-regional approaches in themes such as the creation of employment and
(sustainable) industrial competiveness; renewable energies; micro credits; prevention of catastrophes and
watershed management. Italy, the Netherlands, Sweden and Finland also provide significant amounts of
cooperation through regional programmes. Over the past few years the substantive part of funding provided by
these donors has been directed to environmental management and natural resources, in particular by Sweden
which plans to put even more emphasis on this area of regional integration over the period 2004-2008.

Other donors

The Inter-American Development Bank (IDB) remains the most important provider of multilateral lending
to the Central American region. lts regional programme focuses on three basic spheres: economic growth and
infrastructure; human development; and sustainable development. Its support centres on three ey regional
initiatives, namely the Madrid 2001 Regional Consultative Group, the Plan Puebla Panama (PPP) and
the Free Trade Agreement negotiated between Central America and the United States (CAFTA) in
2003/2004. Infrastructure initiatives in the context of the PPP, in particular road and electricity
interconnection, have absorbed the bulk of the IDB’s lending. Its support for regional integration and trade
capacity building in the context of CAFTA is also important. In the area of HIV'/ AIDS, national
HIV ] AIDS programmes are being consolidated regionally through a US$8 million loan provided by the
World Bank to assist the region in developing better access to high-quality diagnosis, a regional surveillance
system for the epidemic, better prevention and control practices and mechanisms to reduce the vulnerability of
mobile populations to HIV "/ AIDS.

The new USAID strategy for Central America and Mexico for 2003-2008 has the overarching regional
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goal of a more democratic and prosperous Central America and Mexico, sharing the benefits of trade-led
growth broadly among their citizens. It narrows the focus of USAID investment to a limited number of
“performance arenas” established in the Millenninm Challenge Account: ruling justly, economic freedom,
and investing in people.”
CA RSP 2007-13 p.18

A complete list of donors involved in CA is included as Annex 3 in the CA RSP 2007-13.
Total commitments of the TADB were a little more than US$ 805 million with total co-
financing of US$ 2.8 billion in IADB projects. Bilateral donors had committed over US$
160 million, not counting the World Bank.

For years now the various donors have recognised that the work of the SICA system’s
institutions needed to be coordinated (see World Bank and EU documents going back to
mid-90’s). Furthermore, donors have set up donor coordination mechanisms.

“A number of international donors provide support to SICA through a project approach, especially in the
areas of vulnerability, environment, food security, ete. Main donors include EU Member States (mostly
Spain, Germany, France, Finland, Sweden, Denmark and Austria), the US, Tamwan, Japan, and
Switzerland as well as Mexico throngh the Plan Puebla Panama. However, the European Commiission
(EC) and Spain (AECID plus decentralised cooperation), as well as Taiwan, seem to provide most of the
specific support to the institutional system as such. There are a few sector round tables for donor coordination,
but there is no ‘institutional’ global round table.

A donor matrix has been developed by SGSICA’s DG Cooperation, which contains basic data on all
cooperation projects for the Secretariats, inciuding SIECA. No systematic information is available for the
other institutions, such as CCJ, PARLACEN or CC SICA, for example. Care has been taken to ensure
that EC programmes do not overlap with other activities and donor programmaes.

Efforts are currently ongoing, under the coordination of SG-SICA, to bring the ‘harmonisation and
alignment of regional cooperation’ to a higher level and more into line with the Paris and Accra
Declarations. In general, new EC programmes are oriented to building capacities in counterpart institutions
and supporting their own regional processes. Programme activities are in line with agreed regional strategies,
and close coordination with other donors is ensured when needed (e.g. AECID and UNDP). There is a
need to support implementation of these strategies throughont all levels of cooperation.”

CAMIR 2010p. 8

It should be noted that this excerpt says that the “care has been taken to ensure that ERC
programmes do not overlap...” but the rest of the review does not specify how that “care”
is exercised or what effect it has had.

The CA RIOs nevertheless are not well coordinated amongst themselves or between them
and donors:

“In addition, important programmes have been implemented in other areas, notably thematic budget lines

(such as food security, human rights and NGO co-financing).

Tmplementation rates are quite high thronghout, despite the fact that the regional programmes are executed by
weafk institutions, lacking — for the most part — adequate human and financial resonrces. It is safe to say
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that the good performance is due partly to the considerable technical assistance provided through the varions
programmes and partly to close monitoring by the European Commission. In the majority of cases, the CA
regional programmes suffer many delays in the start-up phase due to problems of coordination and decision-
matking, often exacerbated by the complex design of projects.”

CAMTR p. 9

The RSP for CA 2007-13 is quite specific about the need for coordination although it does
not identify what form that coordination should take and what performance specifications it
should be given:

“However, a number of recommendations may be derived from a series of analyses taken into account at the
time of preparation of the RSP for 2002-06. In short, these analyses underline, inter alia, that:

The effectiveness of inter-state cooperation through regional integration bodies conld be improved by the prior
requirement to establish common regulations and legislation. Any initial verification of the relevance of
regional cooperation should give fuller consideration to the capacities and willingness of all the players,
national and regional, private and public.”

CA RSP 2007-13 p. 16

The same RSP 2007-13 also referred to past evaluations when it raised the need to seek
coherency between actions taken out at different levels, thereby including, ipso facto, the
need for heightened performance levels in coordination:

“Finally, as regards the thematic initiatives at regional level a key issue will be to enbance
coberence between the action carried ont at regional and national level and to support the regional integration
process more clearly. To this end, action should include a component aiming at strengthening the capacity of
the regional institutions and dialogne with civil society.”

Ibid, p.19

In the 2005 to 2007 period, coordination in the region was essentially non-existent:

“Finally, it must be added that the only effective coordination mechanism in the region is in the LADB-
backed infrastructure plan with two main infrastructure systems - electricity and roads — being covered within
the framework of the Plan Puebla Panama. Although there are no institutionalised mechanisms for local
donor  coordination, Central America is analysing the possibility of launching pilot initiatives for
harmonising and aligning cooperation at regional level and, in this context, the EC could analyse the
possibility of supporting this process.”

CA RSP 2007-13 p. 24

The PRAIAA Fiche Identification notes that the following interventions relate to the
PRAIAA (and should therefore be coordinated):

Regional or multi-country projects from other donors related to specific components

Transport: Mesoamerica Programme, with funding by IADB and other donors, includes the
development of a Pacific corridor to facilitate regional and international trade.

Trade Facilitation: Normative and Institutional Framework for a Regional Competition
Policy, with cooperation from IADB, IMF and WB to the Council of Bank Superintendents

It also identifies EU funded interventions at a bilateral level that relate to regional
integration and trade:
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EU Programs in CA regarding regional integration and trade

Programme to support the creation of a regional system for quality control and the application of sanitary
and phitosanitary measures in CA (PRACAMS) Regional

II Programme to Support the Regional Integration of C.A. (PAIRCA II) Regional

Facilitation Project for the participation of Guatemala in the Regional Integration Process and the
Association Agreement between CA and the EU Guatemala

Support Project to the business and investment climate (PRAMECIIN) Nicaragua
Assistance Cooperation Project for the strengthening of SMEs competitiveness Nicaragna
Project to support the public administration and regional integration (PAAPIR) Honduras

Identification in Panama for the design of a national project to strengthen the customs administration for its
incorporation to C.A. Customs Unions bas been taken into acconnt.

PRIAA Fiche 1dentification

The TAPS for PAIRCA 2 identified a much broader range of donors than ion most
documents:

El Sistema de Integracién Centroamericana recibe el apoyo de difcrentes donantes
internacionales, entre los que destacan varios de los Estados Miembros de la Unién Europea
(particularmente Espafia, Alemania, Austria, Dinamarca, Finlandia, Francia y Suecia), asi como
otros donantes relevantes (Estados Unidos, Taiwan, Japon, Noruega, Suiza, BID, India y también
Mexico a través del Plan Puebla Panama, entre otros).

En total, se estiman alrededor de 46 fuentes oficiales de cooperacién, con casi una centena de
proyectos comprometidos con la institucionalidad regional. Esta cooperacion se estructura
principalmente sobre la base de iniciativas sectoriales que incluyen a menudo componentes de
fortalecimiento institucional y construccién de capacidades (ej. el apoyo sectorial de GTZ a
CENPROMYPE, etc.). Adicionalmente, existe un apoyo sustancial a la institucionalidad regional
en si misma por parte de la Comisién Europea y de Espaiia, asi como de Taiwéan y otros donantes.

El nimero creciente de donantes ha hecho que en los ultimos afios se haya visto como necesario
un ordenamiento de la cooperacién regional. Esta preocupacion se ha visto reflejada en las
Declaraciones Presidenciales de Tegucigalpa (Junio 2005), Ledén (Diciembre 2005) y Panama
(Junio 2006), donde se establecen mandatos para emprender formal y sistematicamente
actividades que conlleven a una mayor articulacién de la cooperacidn y actores en la region,
generalmente a iniciativa de los paises miembros comprometidos con estos procesos a mivel
nacional. A fin de dar cumplimiento a estos mandatos, se realizo inicialmente un diagndstico en el
que se evidencié una cooperacion regional dispersa y con elevados costos de transaccion (alto
nimero de misiones, duplicacion del trabajo analitico, unidades paralelas de gestion y
descoordinacién de la asistencia técnica, alto consumo de tiempo del personal regional, etc.).
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Estos temas fueron abordados en el Foro Especial de Armonizacion y Alineamiento de la
Cooperacién Regional para Centroamérica que tuvo lugar en Viena en mayo de 2006, previo a la
IV Cumbre de América Latina y el Caribe — Uni6on Europea. De este encuentro surgié la Iniciativa
de Viena, documento que establece compromisos y derechos reciprocos entre los paises socios y
los paises cooperantes, al tiempo que define un Plan de Accién de la Cooperacion Regional. Tras
este encuentro, solamente se realizd una reunién a nivel técnico de seguimiento en San José de
Costa Rica (diciembre 2006), si bien se fueron desarrollando iniciativas varias con el apoyo de la
CE y otros cooperantes, entre ellas la creacién de una base de datos (SICOR) que compila
informacidn bésica sobre los proyectos de cooperacion de todas las Secretarias, ademds de otros
trabajos de acompafiamiento.

El proceso ha sido relanzado recientemente mediante el Foro sobre Armonizacién y Alineamiento
de la Cooperacién Regional que tuvo lugar en Tegucigalpa el dia 10 de noviembre de 2008. Entre
los resultados de €stc, se encuentra una primera revision del Plan de Accién de la Cooperacién
Regional y una propuesta para la creacién de un Grupo de Trabajo mixto con representacion de
donantes y contrapartes centroamericanas a fin de establecer una Hoja de Ruta para el proceso.

Eventualmente se esperaria que este trabajo decsemboque en la creacién de una mesa regional de
donantes bajo el liderazgo de la SG SICA, que serviria para coordinar la cooperacion regional y
también para dar un marco de coordinacién a las diversas mesas sectoriales que estan ya
funcionando a nivel de algunas Secretarias Técnicas (por ejemplo, CENPROMYPE; CCAD, etc.).
Sin embargo, faltan todavia algunos pasos para poder lanzar un proceso de A&A&A con todas sus
implicaciones, por lo que se hace necesario un plan gradual de avance.

Por el momento el proceso se circunscribe a las Secretarias del SICA y no se ha hecho ain
extensivo a otras instituciones, tales como la CCJ, el PARLACEN y el CC-SICA. Estas cuentan
con aportaciones de varios donantes (ademas de la cooperacion de la CE, hay aportaciones de
Taiwan al PARLACEN, AECID y Suecia al CC-SICA, etc.), con o cual se hace necesario
acordar medidas concretas con todas ellas para optimizar la coordinacién entre donantes.

TAPS PAIRCA 2

Recently the PAIRCA 2 MTR provided an update on the coordination activities. In effect,
past efforts at creating a system have stalled somewhat. In addition, organisation structures
that were set up to monitor and supervise do not work. The MTR does, however, make a
good link between monitoring and supervision, and shows that a body with authority is
required to adjust as required and when required.

“Ya en las DTA de PAIRCA I se menciona el alto niimero de fuentes de cooperacion, alvededor de 50
diferentes donantes, y la necesidad de un ordenamiento de la cooperacion internacional. Existe una Hoja de
Ruta gue pretende avanzar en ese ordenamiento, nna base de datos con informacion sobre la cooperacion
(SICOR) y un grupo de Seguimiento que recibe apoyo del programa. Sin embargo, la mision concluye gue la
Direccion de Cooperacion Internacional no da abasto para liderar este proceso y no conoce indicaciones que se
ha avanzado sustantivamente hacia este objetivo.

El Comité de Direccion deberia reunirse por lo meno una veg cada 6 meses, pero en realidad reunido
solamente 3 veces desde el inicio del programa26. Tedricamente, un Comité de Direccion puede ser muny
importante en un programa que tiene problemas en su gestion. Se impone la pregunta; ;Porgué este Comité
no ha intervenido cuando el PAIRCA Il no avanzaba”? La respuesta es que el término “Comité de
Direccion” no cubre la funcion que en realidad tiene. No dirige el programa. Mas bien en los comités se
discuten algunos problemas de avance, no de fondo, y se explican los procedimientos a seguir. También se
utilizan esta reuniones para comunicar sobre la aprobacion de los PPs, presupuestos, ete. Ademds, como lo
constituye mayoritariamente los principales beneficiarios, no tendria lggica que fuera la mdxima instancia en
la gestion del programa. Se detecta agui una discrepancia entre las facultades que se le asigna al Comité en
las DT A y las que en realidad estin teniendo. Por esta razdn, probablemente no pudo resolver los
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problemas del programa en su momento.”

MTR PAIRCA 2 p. 40

Various interviewees in RIO and the EC indicated that, as far as they knew, the DG-Trade
and DEVCO never reached an accord on how to link development and trade. Documents
and interviews in the EUD point to a strategy where the delegation was not intimately
involved. Interviewees noted that they saw a considerable shift towards AA (mostly trade)
facilitation and a corresponding near-absence of emphasis (i.e. interest in) on development
(poverty reduction, inequality, etc.) even if, in their view, the AID for TRADE policy of the
EU emphasises that the former is the point of emphasis and the latter is in support of the
former.

References 7, 44. 48 and 70 (and others) field notes

Interviews with over a dozen interviewees in the field indicated that neither the SG SICA,
nor the EU projects, nor the EUD or the UNDP had put into place a working coordination
process to focus Rl efforts. All indicated that they were “independent” and did what they
wanted, or could (according to their mandate or contract).

References 44 and 45, 151, amongst others, field notes

The EUD did not really get involved in content issues except when an approval was
required according to the financial processes of the EC. This would not have been such a
serious problem except that the EU needed to provide policy dialogue for much of what we
wanted to achieve.

Reference 7, 44, 106 and 87, amongst others, field notes

The result area 3 of PAIRCA 2 dealt with Civil Society, but “we never saw, in the UNDP-
managed programme, an effort to coordinate CS or to develop the ability of the CS to
coordinate”

Reference 83, supported by 154, field notes

One senior official interviewed indicated that there are meetings that are sometimes
organised by SIECA once or twice a year that presents all SICA System RIO with an
opportunity to meet. These are normally 1-3 hours long and deal mainly with economic
issues and processes and are not directive in nature. Information on current activities is
shared. “This is not what one would call value-added coordination, but it does and has
developed a sort of Team Building thrust amongst RIO”

Reference 9 field notes

“Since the EC has started being re-structured (now for n® time), we have lost a lot of
people in the Delegation. The people in HQ have less time to work with us. On top of that
the projects we manage are getting more and more complex. Our processes are getting
more complicated to manage from our side as well as from the side of the beneficiaries and
executing agencies so we spend more time on QA. We don’t have time for content. What is
expected from us is the management of the administrative and financial systems.”

Reference 4, 6 and 10 field notes
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The EU and UNDP meet regularly for joint site visits and for annual project supervision
and management meetings (Comite Technical y Seguimiento). The agendas show that they
are not primarily used for coordination but for governance and problem resolution and
change management in formal agreements. Reports on activities are provided periodically,
but are not for coordination but accountability.

Reference 13 field notes and review of agenda and minutes of CTS meeting.

The issue of coordination at large and donor coordination in particular has been raised over
and over again in CA. A 2013 Forum on Regional Coordination was held where one of the
conclusions was a request for more transparency on budgets on the part of all concerned.
Spain, the EU and UNDP noted that they would support coordination and greater
complementarity amongst regional donors.

It is important to note, said a key interviewee, that the EU accepted, in 2008, to be
responsible for donor coordination at the regional level. It has not followed-up on that
commitment for many years.

Reference 24 field notes

SG-SICA has never has an approved multi-annual work plan. It has no coordination
strategy or plan. It has just (2014) proposed a strategic plan for itself as an RIO that is based
on the 5 pillars but where there are no real priorities, and no clear link between what it
needs to do and the financing needed to do that.

Importantly, there is no strategic plan for the development of the SICA System as a whole
(equivalent to Rl in CA)

Reference 19 field notes and examination of 5 pillars document and 2014 strategic plan

In terms of a lost opportunity for coordination, it was noted that SIECA is part of the
management committee set up for PAIRCA 2 but it has not participated of shown interest.

Reference 70 field notes

There are no formal coordination links between PAIRCA 2 and PRAIAA even though part
of their mandates and responsibilities (CD and M and E) are the same. Developing two M
and E systems is a form of duplication,

Reference 70 field notes

Part of the complication of getting RIO to seek ownership of coordination and M and E is
the fact that EU projects do not discriminate between performance indicators that need to
be used by operational managers and those that need to be used by governance and Heads
of Agencies. For example, the PAIRCA 2 designers presented 78 indicators. The SICA
organisations did not even set themselves up to be able to manage this number of indicators
(gather data, analyse, supervise, etc.). An attempt was made to simplify when the PAIRCA 2
M and E expert arrived but there was a wide discrepancy between what the SICA people
wanted (around 10) and what the EUD wanted (around 60). At the moment, all the
indicators are being managed but SICA managers, (as we are told by both PAIRCA 2
managers and SICA managers), are not using the entire set of indicators to manage. An
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analysis by the evaluator showed that most (over 75%) of the indicators are either overly
general in nature or are highly technical amounting to process milestones instead of
progress towards results.

To support this analysis it was confirmed by RIO and project personnel that SG SICA does
not have rigorous working guidelines and standards (that would, at least, ensure consistency
and quality management) for:

Project design
Feasibility studies
Financial project analysis
Tendering

Monitoring

Mand E

Financial management
...s0 it cannot be said that they are autonomous.

Reference 82 field notes

It was pointed out that the change in Secretary General of SICA in 2009 did not coincide
with a renewed sense of ownership on the part of SG SICA. The projects dealing with the
unified treaty reform (135 K euros and budget and financial system reform could have, it is
noted, been directly managed by the SG office. As it is these two projects are not likely
going to achieve their intended results, with the unified treaty project being only able to
provide, as a result, a copy of a minute of a meeting. Both of these projects, among others,
would have reinforced the harmonisation of policies and management and therefore
enabled closer coordination across all R1O.

Reference 92 field notes

One interviewee noted that although the CC-SICA had received a significant amount of
resources to build up its management systems, it did not significantly increase the
effectiveness of the coordination systems it needed, many of which were working (albeit
slowly) within the networks they had. The CC-SICA used both formal (hierarchical)
processes and informal processes to consult with their key sub-groups of CSO and NSA:

Empresariales
Universitarios
Cooperativas
Laboral

Social (mujeres, indiginas, ambiente, jovenes, etc.)

A number of examples were provided where the CC-SICA was able t coordinate responses
from various groups across the spectrum of NSA and provide input into the decision-
making processes of SICA.
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Since there are no MS that directly support CC-SICA, its funding is always a problem. The
volunteers are only supported by one full-time person. They claim that the system will fail if
they don’t get some form of support.

Reference 94 field notes

“The system that the Ministers council wants to put into place to pre-approve the relevance
of projects that the RIO will seck donor support to pay, is not a coordination system.”

Reference 153 field notes

One of the countties interviewed at the Chanceleria level noted that: “SIECA and SG-SICA
are not good at coordinating the countries or the RIO among themselves”

Reference 118 field notes

Another interviewee from the EU system, noted that the Managua EUD does not always
share monitoring reports or evaluation or progress reports with other EUD.

“the SICOR system is supposed to provide information on what is going on, but it is too
sallow and is not updated regularly.

Reference 118 field notes

The new SG of SIECA has incorporated the heads of technical coordination of PRIAA,
PRACAMS and PYME into her weekly management meetings. “This is recent and is the
first time it happens in SIECA”

It does not happen in other RI1O.

Reference 121 of field notes

Although not an RIO per se, IICA does coordinate donors and seeks complementarity on
the issues that it deals with. It has been doing this for years and appears to excel at it,
especially when concerns issues of crisis suchas coffee rust, where most of the research in
that topic are being coordinated by or researched by IICA in CA

Reference 144 field notes

1-2.3.2 — Level of inclusiveness of preparation for and participation in, coordination processes

Findings Almost all donor and CA documents incorporate a principle of inclusiveness into the
at planning for the regional integration process, and the EU has funded a broad range of
S interventions to develop the capacity of NSA to do just that. The results have not been
Tl spectacular; especially at the national level where relatively autocratic governments do not

actively engage NSA in policy development, save for business associations.

One aspect that does not show up in the documentation analysed is the division of labour
(read: coordination, complementarity and coherence) between RIOs, the EU, European
Member States and other donors. For example, the World Bank project P 121646 appears
to be a close copy of PAIRCA 1 and 2. A large number of donors have put into place
various types of initiatives dealing with regional integration in the region, but the
documentation examined did not speak to how complementarity was sought.
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The UNDP managed project is not seen, by at least three interviewees at senior levels, as
promoting coordination between the NSA or between them and the RIO. In the same vein,
an interviewee noted that “Although 1.5M euros were allocated to working with CS, there
has not been one request for information on results (in terms of progress or who is
involved, for example) from any of the RIO, including SG-SICA or CC-SICA. It is not even
in SICOR”

Even though on the surface one might think that the CC-SICA has access to millions of
potential respondents (in a consultation), interviewees note that the consultation objective is
not being achieved in terms of any influence being exercised. There has to be a change in
the process and a change in “paradigm” if civil society and NSA in general are to have a
stronger voice in RI.

Data,
sources,
exctracts

Although mostly a statement of inclusion in the planning process (and not in the
coordination process per se) the CA RSP for 2007-13 notes that a broad range of NSA
should be part of the regional integration process and supported by the EU:

Cooperation between the two sides should be based on the objective of broad participation
by civil society and the principles of social equality — including as regards gender, respect for
minorities and different cultures, especially indigenous peoples, conflict prevention and
environmental sustainability. All action prepared in these areas must take into consideration
the following cross-cutting issues:

“Support to civil society: The three priority sectors for cooperation will include a specific component aiming at

promoting participation by civil society in the integration process and social ownership of the process,
including: programmes on discussion and dissemination of information, training and awareness-raising
measures to facilitate appraisal of the integration process by local stakebolders. Efforts would also be needed
to strengthen existing networks, coordination mechanisms and civil society organisations to improve their
capacity to participate effectively in formulating and implementing initiatives, including preparing common
policies. The need to encourage participation by representatives of indigenons peoples and minority ethnic
groups in these measures and to enhance the visibility of the EC action should also be borne in mind.”

CA RSP for 2007-13 pp. 28-29

The design of PAIRCA 2 is perceived to have had problems because there is a definite lack
of ownership felt by other RIO in the process, despite the attention given to inclusiveness
by the DUE in initial design:

“...pese a haber liderado e/ DUE un diseno participativo con distinctas institutions, sus representantes
durante el proceso actualmente no estan vinculados a las mismas. Como consecuencia, los representantes
actuals de algnnas de ellas no se sienten plenamente identificados con el diseno final”.

Response sheet ROM report June 2010

The ROM report in June 2010 suggested that the design of the programme should be
refocused in order to avoid atomisation so that civil society could better participate.

The DUE agteed.
Response sheet ROM report June 2010

One aspect that does not show up in the documentation analysed in the Desk Phase is the
division of labour (read: coordination, complementarity and coherence) between RIOs, the
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EU, European Member States and other donors. Some documentation may exist in the field
at both national and regional levels. For example, the World Bank project P 121646 appears
to be a very close copy of PAIRCA 1 and 2. It was designed to finish in late 2013. Its
objectives are:

“To promote the regional integration agenda in CA through: i) building institutional capacity within
SIECA to coordinate and implement policies including in particular to improve prospects for intraregional
trade and i) enhancing the capacity of policy makers and public officials in five conntries covered by
SIECA...”.

The report further notes that the capacity for policy-makers component was finished at the
time of reporting and that the other four components were going to re-engage due to
changes in leadership within SIECA. It is believed that the project is valued at US$ 5
million.

Tmplementation Status and Results Central America Report no. ISR 8698

There are a large number of donors that have put into place various types of initiatves
dealing with regional integration in the region. The documentation examined did not speak
to how complementarity was sought.

The Contribution Agreement with the UNDP does not specify any requirements for, or
targets for coordination or complementarity.

13

PAIRCA 2 has supported “mesas de cooperantes “ since 2013. In principle, the topics
discussed include effectiveness of donor cooperation. It should meet about four times a
year and includes EU, Spain, GIZ and UNDP; it has formed a working group to coordinate
but the EU is not seen as the leader (refer to 2008 decision). It has not had any impact on
effectiveness or efficiency of donor collaboration so far, in part because it has only met a
few times. It is also not specifically funded, so no one is really responsible.

Reference 55 field notes

The SICOR data base was to be a web-based information system to inform interested
parties on what the donors were doing or about to do. It is very basic and needs to be
updated regularly; as such it is not seen as a tool to improve the interest of people.

Reference 56 field notes

The UNDP managed project is not seen, by at least three interviewees at senior levels, as
promoting coordination between the NSA or between them and the RIO.

Reference 82 field notes

The AECID has a programme with SG-SICA and the representative there notes that there
is practically no effective coordination between donors on the development of RI and how
it should be supported.

Reference 152 field notes

“An EUD official indicated that “SICA has not had a history of dealing with national
Governments or Civil Society with respect of harmonising how to achieve RI and what it
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should look like”

Reference 2 field notes.

“The CCJ is very seldom called upon to provide comments on any initiative”, noted one
interviewee. Another noted the same for PARLACEN. A third noted that for CCAD.

Reference 17, 48 and 87 field notes

There was a consultation process in CA to discuss the 2014 RSP programming. It involved
CS and NSA but in terms of timing, it was clear that the EC had already decided what it
wanted in its RSP

Reference 34 field notes

The PAIRCA 1 and PAIRCA 2 were designed with the SG-SICA and not member states.
Reference 77 field notes

Because PAIRCA 2 gave funds to CS, it was not well received by Nicaragua
Reference 77 field notes

An interviewee noted that “Although 1.5M euros were allocated to working with CS, there
has not been one request for information on it (in terms of progress or who is involved for
example) from any of the RIO, including SG-SICA or CC-SICA. It is not even in SICOR”

Reference 86 field notes

“CC-SICA needs to be better mainstreamed into decision-making. It has no budget and
needs to be able to coordinate better with RIO or organisations that are working on policy
development” . In terms of the entire SICA system, it is interesting to note that “only SS-
SICA sector leaders are working for free!”

Reference 95 field notes

Even though on the surface one might think that the CC-SICA has access to millions of
potential respondents (in a consultation), interviewees note that the consultation objective is
not being achieved in terms of any influence being exercised. There has to be a change in
the process and a change in “paradigm”

Reference 96 field notes

In terms of consultation on trade and trade agreement matters, four interviewees in RIO
indicated that there has been a superficial form of consultation but it took place once the
AA was almost into its final drafting stages. CA negotiators tried to use CC-SICA but did
not manage to convince the SG-SICA that “that participative route should be used.”

Reference 100 field notes

CC-SICA notes that when when P-38 was approved (1.5 M euros in PAIRCA 2), it was
composed of 15 projects having to do with CS and awareness but was very weak in terms of
what were the expected results and related indicators. As a result, it was impossible to
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identify the extent to which a representative segment of the CS was actually going to
participate.

Reference 113 field notes

Senior managers of all RIO interviewed informed the evaluation team that they are
essentially unaware of the EU’s strategy with repect to promoting RI and certainly are left
out of the loop in terms of progress or coordination or best cases.

Reference 115 field note

A senior official in SIECA indicated that “SIECA now has political support to begin to
ensure that donors are coordinated with respect to RI”. It was not clear how that was to
happen and in fact we were informed that the mandate was recent. “The challenge across all
RIO, especially at the political level, is to put Rl on the agenda and as a priority.

Reference 127 field notes

1-2.3.3 — Coordination systems are used to seek complementarity in planning and implementation

Findings
at
indicator
level

The documentation examined by this evaluation did not find any references to
« complementarity » except as a reference to the Maastricht Treaty. There is a significant
difference between documents as to the number of stakeholders that need to be included in
a coordination (complementarity) seeking process, so even the baseline is not a settled thing.

Documents from June 2010 report that inter-institutional (i.e. Inter-RIO) coordination is a
very sensitive subject and are overly complex (it is implied that they are not working well
but that is not specifically stated). They go on to note that there is a wide range of basic
capacities for coordination amongst the RIO, but that these capacities continue to be
relatively weak. Overall, coordination is not supported financially and is not seen as a key
management function; managers have noted that their leaders are more interested in other
functions, such as the ability to spend and the ability to seek harmony among potential
beneficiaries. . It goes on to note that the high turnover of personnel contributes to the
weakness within the various ministries, RIO and technical bodies.

The field research showed that while the terms “complementarity” is often used in
documents, the reality is quite different; the evaluation used the term complementarity to
mean “a search for completeness or leveraging of effectiveness in the attainment of a
common objective”, a definition that was accepted by the Steering Committee responsible
for the 3C evaluation. In that light, avoidance of duplication is not complementarity
although working on two components of a problem so that the combined result will be a
sustainable solution is (ex. one donor supports primary education curriculum development
and another donor supports teacher training in pedagogy and the construction and
purchasing of equipment of new schools based on the new curriculum).

It is noteworthy, from a coordination perspective, that the Contribution Agreement with
the UNDP does not specify any requirements for, or targets for, coordination or
complementarity, even if the contribution agreement was set up to create a division of
labour that would support a common goal. The UNDP is not seen as providing a means of
providing added value to the EU, in part because it is behaving like an execution agency and
not using its national bodies to provide political dialogue influence of occasions for
complementarity.
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From the perspective of the EU, the issue of coordination is doubly sensitive and important
in the region because it accepted, in 2008, to coordinate donor activity dealing with RI.
Opverall, there is a consensus of opinion among stakeholders that the coordination is not
efficient or effective.

Two interviewees noted that: “There is a security strategy being prepared, but there is no
other multi-RIO strategy in place”. In fact, notes the interviewee, even the security strategy
is not likely to be coordinated except by donors, because at the moment the key donors,
including the USA, are negotiating bilaterally. Even CAFTA was negotiated bilaterally.

When coordination is in place in the region, there is evidence to show that it does help to
achieve results. For example, “AECID, the WB and other donors are helping the SG-SICA
to develop a common statistics protocol with common storage, retrieval and analysis
processes”. Noted some interviewees.

Data,
sources,
extracts

To analyse coordination, it is essential to define the participants and stakeholders of any
coordination process. In terms of donors the CA RSP 2007-13 notes that:

“With the exception of the European Commission, the Inter-American Development Bank (LADB) and
Spain, the remaining donors active in Central America (mainly United States, United Nations and World
Bank) have an agenda that barely includes the regional dimension. As indicated by the donor matrix, the
EC is the key donor supporting the regional integration institutions and process, via the SG-SICA and the
SIECA. This leadership is recognised by the EU Member States. In addition, the exclusion of new EC
support for the environment should limit the possibility of duplication and inconsistency with the EU
Member States.

The LADB is the other main donor in support of integration, but the diversity of sectors addressed, with
particular emphasis on interconnection of the infrastructure systems, shows that they complement the EU
contributions. Regular contacts are maintained between the EU and the LADB and should include a specific
dialogne on regional integration.”

CA RSP 2007-13 p. 24

It is important to observe that the statements do not indicate whether or not there is a
region-level donor forum (even if a donor works in a Member States it may still have an
impact on regional integration).

The DUE notes in June 2010 that inter-institutional (i.e. Inter-RIO) coordination is a very
sensitive subject and are overly complex (it is implied that they are not working well but that
is not specifically stated). The DEU goes on to note that there is wa wide range of capacities
for coordination amongst the RIO, and continue to be weak. It goes on to note that the
high turnover of personnel contributes to the weakness within the various ministries, RIO
and technical bodies.

Response sheet to ROM report of June 2010, p. 4

Throughout the field mission, interviewees were asked about how and if coordination
mechanisms sought complementarity in planning and implementation. The consensus was
that whatever coordination mechanisms there were were generally used to share
information, not o add value through complementarity, joint monitoring, subsidiarity or
other strategies.
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References 6, 12, 7, 24, 40, 97, 117, 122 and 135 for field notes

114

. no one in SG-SICA has been given the responsibility of managing coordination or
complementarity”’. There is, however a senior official that is responsible for international
cooperation, but it appears that that role does not include operational and managerial
coordination.

Reference 6 field notes

The UNDP is not seen as providing a means of providing added value to the EU, in part
because it is behaving like an execution agency and not using its national bodies to provide
political dialogue influence of occasions for complementarity.

Reference 12 field notes

The EU accepted, in 2008, to coordinate donor activity dealing with RI.
Reference 24 and 25 field notes

“There is a secutity strategy being prepared, but there is no other multi-RIO strategy in
place”. In fact, notes the interviewee, even the security strategy is not likely to be
coordinated except by donors, because at the moment the key donors, including the USA,
are negotiating bilaterally. Even CAFTA was negotiated bilaterally.

Reference 40 field notes

“AECID, the WB and other donors are helping the SG-SICA to develop a common
statistics protocol with common storage, retrieval and analysis processes”. “... there has
been significant coordination between various regional networks that deal with statistics”.

Reference 97 field notes

USAID is helping SIECA to develop manuals and its 2014-2017 Strategic Plan
Reference 117 field notes

The USAID supported SIECA with its PROALCA 1 and 2 projects, considered as being
essentially “complementary” because it paid for what would hve been financed by Costa
Rica. It also helped to train people in CA on how to negotiate CAFTA.

Once CAFTA started, the USAID informed the region that it could no longer support RIO
involved in the negotiation

Reference 122 field notes

1-2.3.4 — Interchanges at coordination meetings is geared toward leveraging of the efforts of each
stakeholder and seeking greater levels of complementarity in order to achieve targets

Findings Because document and field research indicated that coordination meetings are not
- specifically geared to complementarity but to the development of operational plans, this
Sl indicator will be integrated into 1-1.3.3
level
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Data,
sources,
extracts

1-2.3.5 — Coordination is valued by national and regional level stakeholders

Findings
at
indicator
level

The findings identify that overall, there is a clear distinction to be made in terms of what is
valued and when.

When ownership, control and vested interests are not part of the equation, coordination is
valued (ex. Statistics). When transactions or when payments or services are involved, or
when collusion and personal gain are involved, coordination (because it may lead to change)
is not valued.

Interviewees noted that donors should invest much more in this management function.
Many of their interventions will fail without it.

Data,
sources,
extracts

“Given the nature of the complexity that surrounds the RI process in CA, donors should be
much more reliant on coordination mechanisms to support their objectives. The various
countries would also gain from coordination, especially at the technical level”.

Interviewees noted at vatious times that they feel that CA senior officials do not value
management per se, so they don’t value coordination as a sub-function. They aren’t judged
on effectiveness or even results, so if coordination is going to be part of a donor strategy, it
has to be valued by stakeholders. Leaders (political and official) never mention the concept
for example. There is no down-side to not seeking coordination, and there is much to gain
from exploiting non-complementarity or even outright duplication.

Reference 36 field notes

It stands to reason that an organisation cannot value coordination if it does not care about
results or whether its decisions are taken into account. Interviewees noted on numerous
occasions that there was no mechanism in place to ensure that political level decisions, from
presidents or ministers alike are ever implemented.

Reference 73 field notes
The system for the pre-approval of the seeking of donor-funding for RIO projects was only
approved in a dectee in December 2013. It is not a coordination system but a relevancy

system whose first function is to stop unrestricted demands on donors for questionable
funding.

Reference 75 field notes

‘I always found it interesting to note that everyone was always cooperative when it came to
changing the date for a conference that was going to be held at some resort, but not
cooperative when it came to changing even the smallest administrative process”

Reference 96 field notes

“The real issue surrounding collaborative behaviour is that when someone’s personal
sources of revenue are going to be affected, the good of the nation does not matter much”

Reference 7 field notes, supported by interviews in most RIO especially those with
economic mandates
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Field interviews have demonstrated that RIO are not particularly concerned with
coordination, save perthaps CENPROMYPE, CC-SICA and to some extent SIECA. It is
interesting to note that both CENPROMYPE and SIECA are institutionally within a larger
organisational infrastructure whose design was meant to ensure (inter alia) coordination and
a focus on decision-making (coherency)

Reference 96 and 97 field notes

As noted previously, there appears to be a considerable level of coordination between SG-
SICA and a network of national agencies responsible for statistics. The sharing of data and
the opening up of networks was not difficult to organise, we were informed by senior SG-
SICA officials. In fact, without having to have recourse to further decision making (leading
to the creation of a separate RIO), the SG-SICA has become the Technical Secretariat for
statistics in the region. (based on the ERDE model that is now commonly applied across
the CA region). A Statistics Development Plan has been prepared and is being approved at
all regional and national levels and clearly identifies areas where coordination and consensus
will be required (ex. software and hardware protocols and standards0 it should be noted that
some of the hardest things to decide upon, including the meta data models and the open
systems that should be applied, have already been agreed. At least in the Statistics domain,
coordination is valued!

References 97 and 98 field notes

The Central America Security Commission was constituted under the Framework
Agreement of Democratic Security in 1995. It is charged not only with the analysis of
security issues in the region but also with communication and coordination with the bodies,
institutions and secretariats of the regional integration sub-system and the organization of
the Central American Security Information and Communication Mechanism, among other
things. The Commission is composed of the Vice-Ministers of External Affairs, Vice-
Ministers of Public Security and/or Governance, and the Vice-Ministers of National
Defense of each country, and has two subordinate bodies: the Democratic Security
Directorate that supports the work of the Commission and OBSICA that manages research,
analysis, information and statistics on democratic security issues in the region. Each
Member State has also created National Multidisciplinary Commissions and focal Points for
Border Security and SALW control.

In 2011 the Central American governments and security system, along with support from
the international community, defined the first internationally recognized and lauded security
strategy for Central America — ESCA. The international donor community created “The
Group of Friends’ (the first donor coordination body for security issues) to support
implementation of this strategy and within a few months 22 projects had been formulated
and approved by the Security Commission — 8 of which were to be initiated immediately at
a cost of $333 million. A Mechanism for Coordination, Evaluation and Follow-up was
approved, as well as a follow-up committee for the projects and a technical secretariat under
the auspices of the SG SICA. As of December 2013 only about 20% of the funds for the
initial 8 projects has been forthcoming and the Group of Friends are facing internal
contradictions that undermine the principles for support. Major projects are suffering
serious challenges - the SEFRO project has yet to define a model for integrated border
management due to lack of consensus by Member States and startup for the project on
Social Prevention of Violence at the Local level has been stalled due to lack of agreement by
member States on the identification of the 36 municipalities to be involved. Administrative
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problems also have resulted in the CASAC project not yet providing the technological
systems for access to INTERPOL databases.

The Coordination bodies have been established and do meet regularly, broad frameworks
for collaboration have been accepted however political consensus has not been consolidated
sufficiently to guarantee full implementation of the strategies, including the consensus of
the international donor community.

Reference: Analysis by team members based on visit to field

1-2.3.6 — Coordination systems (RIOs and donors) interface with non-state actors

Findings
at
indicator

level

The few examples of coordination mechanisms in place do not interface with NSA on a
formal level. Most are either RIO-donor or donor-donor.

Data,
sources,
extracts

The CC-SICA notes that RIO do not often interface with NSA, although they may
indirectly interface through a consultative process that the CC-SICA executes. Only some
RIO use CC-SICA at all.

Reference 157 field notes

One interviewee noted that “There are no “systems” of coordination in place. For that to
happen one would have to have regular meetings with some form of progress on issues that
would be discussed from meeting to meeting. One would also have to do more than present
one’s opinion for quick reaction” . The interviewee was referring to consultation by the EU
(specifically but only dealing with AA) as well as consultation by RIO.

Reference 93 field notes

PARLACEN sees taking the interests of minority groups such as Indigenous groups, CSO
and NSAs into the policy making mechanisms of the SICA System as part of its mandate
(much like the Senate in the UK or Canada)

Reference 94 field notes

The EU generally interfaces with NSA when it has a now position or policy to have
approved (ex. an RSP or the AA) but these are not seen as part of a partnership but a social
responsibility on its part.

The AA, for example, was subjected to a consultative process that many interviewees
thought was useless because the EU had already decided what it wanted to do.

References include 132 and 153 of field notes, but many interviewees, including AT and
EUD, noted the same

“Part of the problems that are faced by the EUD in its regional programme and its next
RSP is that the nature of regional programmes within a region that has an AA is not clear.”
Interviewees noted their belief that DEVCO and DG Trade have not yet come to some
agreement (that needs to be made public) on what the roles of development cooperation are
in respect to trade development and vice versa. Most interviewees believe that at the
moment the trade proponents are more powerful and thus push their own agenda. Many
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interviewees believe that development should be the focus, and that both should work
together. A number of interviewees notes that the apparent lack of cooperation within the
EU has put in place a powerful AA that is not accompanied by a development strategy.

Reference 7, 93 and 158 , among others, field notes

I-2.3.7 — Coordination systems are used to identify and make use of non-programmed resources from
EU (thematic budget lines, Latin America regional programme, WB funding, NSA support, etc.)

Findings Document research, supported by field interviews, show that the RI process has
o fundamentally been using EU project-based funding. Other donors such as SPAIN, USA
Sl and WB have also used project based funding for their support.

o) However, all respondents indicated that the support provided to RIO was not generated or
initiated through coordination mechanisms. Much of it was done using individual “sales” to
donors.

Data,

sources,

PAIRCA 1, PAIRCA 2 and PATAA
extracts

Direct Beneficiaty | Type of Support Main Outputs
Organisation (MAIN

ONES ONLY)

SG SICA All forms of support | For PAIRCA 2 (conceptually

At regional levels including TA, | an extension of PAIRCA 1):
equipment, studies, R1  Reinforced decision-
payments for. SCIVICES | making process at regional
such as meetings and | Jevel and  progress  in
training, institutional reform
Rl and R2 are| Rp Regional  institutional

managed directly by
SG SICA (programme
budgets) while R3 and
R4, dealing mostly
with NSA and
visibility and
networking, are
managed the
UNDP.

by

capacity reinforced as well as
inter-institutional cooperation
and  coordination  with
national counterparts

R3. Civil society participation
in in regional integration
process  improved,  and
interchanges between CA and
EU

R4. Improvements in the
level of sensitivity, public
awareness and information,
and academic training in
regional integration and the
regional integration theme is
progressively inserted into the
education agenda in the
region.

AN LFA and a WP for
PAIRCAZ2 is available
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SIECA
COMIECO (Council ~ of

Economic Integration Ministers of
CA) SIECA (CA Economic

Integration Secretariat) -

SECMCA  (CA  Monetary
Council) —SG SICA (General
Secretariat of CA  Integration
System) — as the organization
in charge of the global
coordination of the regional
institutional ~ system, and
administrator of Programme

PAIRCA II

CENPROMYPE (Centre for
the Promotion of SMEs)

CCIE  (Consultative Committee
on Economic Integration)

Regional Committees of the

Economic Integration Sub-
system and of the AA -
expected to collaborate in
consults on policy discussion
concerning  customs  and
trade facilitation matters.

Technical Committees of all topics
of economic integration of the
Programme

Special Committee on Custons,
Trade Facilitation and Rules of
Origin

Sub-Committee on  intellectual
property for the AA

Other actors involved in the
implementation of
dispositions and measures
derived from the CA

integration process and the

AA
The Ministers of Finance of

Central — America  (including
Panama) - particular
collaboration and

coordination with SIECA
should be held in the
implementation of activities
concerning R1 regarding the

TA, operating
expenses, equipment,
meetings.

The complete

decentralisation model
is used in PATAA.

SIECA benefits from both
PAIRCA 2 and PATAA

The TAPS for PAIAA notes
that the key results areas are
the following:

R1. Harmonization

standardization and
simplification of  customs
procedures  facilitated and
customs' electronic
interconnection improved in

countries implementing the
AA.

R2.  Certain areas of Trade
in Services strengthened

R3. Certain
complementary policies
harmonized

R4._ Improved knowledge
and acceptability of the
economic integration concept
and the Association

Agreement's benefits among
civil society and private sector

R5.  Regional and National
Institutions responsible for

the economic _integtation
process have been
strengthened
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refunding of multiple

payments of tariffs and taxes

within the Customs Union —

specifically ~ through  their

Customs Offices.

Other Ministries and national

agencies  directly linked to  the

economic integration process:

Possible beneficiaties of TA

and capacity building

initiatives.

Private sector representatives and

civil  society organigations

(Associations, cooperatives,

NGOs, and the Academia):

These organs will be

beneficiaries and should have

the possibility to execute

specific activities from R4.

PARLACEN Listed as beneficaiaty Capacity development and
Activities are listed in | technical support in sector
the Annex 1 TAPS of | Issues
PAIRCA 2 and
PAIAA

CC SICA Listed as beneficaiary | Capacity development and
for Pairca 1 and 2 technical support in sector
Activities are listed in | Issues
the Annex 1 TAPS of
PAIRCA 2 and
PAIAA

National counterparts Listed as beneficaiary Capacity development and
Activities are listed in | technical support in sector
the Annex 1 TAPS of | Issues
PAIRCA 2 and
PAIAA

NSA Listed as beneficaiary. | Capacity development and
Activities are listed in | technical support in sector
the Annex 1 TAPS of | issues
PAIRCA 2 and
PAIAA

Other RIO Specific to | Capacity development and

See specific workplans under requirements. See | technical support in sector

PAIRCA and PAIAA workplans under | issues
PAIRCA 1/2, and
PAIAA

Final Report July 2015 Annex 1 / Page 104




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

“...from our perspective, we have only used the project mechanisms. We are unaware of
other instruments or mechanisms”

Reference 76 field notes

“The few all-RIO and EU meetings that I have attended never discussed the fact that other
instruments and mechanisms (such as the evaluator was describing) are available”

Reference 147 field notes

What the SG SICA and SIECA both want is to develop their financial systems so that they
can get involved in managing their own programme budgets and eventually negotiate a
budget support instrument with the EU, noted four interviewees in SG-SICA and SIECA.

References 34, 47 and 87 field notes

The Central America Security Commission was constituted under the Framework
Agreement of Democratic Security in 1995. It is charged not only with the analysis of
security issues in the region but also with communication and coordination with the bodies,
institutions and secretariats of the regional integration sub-system and the organization of
the Central American Security Information and Communication Mechanism, among other
things. The Commission is composed of the Vice-Ministers of External Affairs, Vice-
Ministers of Public Security and/or Governance, and the Vice-Ministers of National
Defense of each country, and has two subordinate bodies: the Democratic Security
Directorate that supports the work of the Commission and OBSICA that manages research,
analysis, information and statistics on democratic security issues in the region. Hach
Member State has also created National Multidisciplinary Commissions and focal Points for
Border Security and SALW control.

In 2011 the Central American governments and security system, along with support from
the international community, defined the first internationally recognized and lauded security
strategy for Central America — ESCA. The international donor community created “The
Group of Friends’ (the first donor coordination body for security issues) to support
implementation of this strategy and within a few months 22 projects had been formulated
and approved by the Security Commission — 8 of which were to be initiated immediately at
a cost of $333 million. A Mechanism for Coordination, Evaluation and Follow-up was
approved, as well as a follow-up committee for the projects and a technical secretariat under
the auspices of the SG SICA. As of December 2013 only about 20% of the funds for the
initial 8 projects has been forthcoming and the Group of Friends are facing internal
contradictions that undermine the principles for support. Major projects are suffering
serious challenges - the SEFRO project has yet to define a model for integrated border
management due to lack of consensus by Member States and startup for the project on
Social Prevention of Violence at the Local level has been stalled due to lack of agreement by
member States on the identification of the 36 municipalities to be involved. Administrative
problems also have resulted in the CASAC project not yet providing the technological
systems for access to INTERPOL databases.

The Coordination bodies have been established and do meet regularly, broad frameworks
for collaboration have been accepted however political consensus has not been consolidated
sufficiently to guarantee full implementation of the strategies, including the consensus of
the international donor community.
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JC 2.4 — The mechanisms and instruments that were in place to support the development of

RIOs were

appropriate and timely given their ability to strategically manage them and the

existing capability of those organisations

Statement
on JC2.4

1-2.4.1 — Types and roll-out of instruments and mechanisms matches needs

Findings
at
indicator

level

All RIO had trouble dealing with the project modality and none of them actually put into
place mechanisms to “own” the results of the projects.

The capability of RIO to manage projects is very weak, especially in terms of the
management of EU processes and the parts of the project cycle dealing with supervision,
project management and monitoring.

Key RIO are interested in being certified or eligible for budget support. They are a long way
from being able to manage that.

The project modality, as used in CA, was not supported by policy dialogue, seriously
lessening the impact the project was supposed to have.

Data,
sources,
extracts

“The regional institutions, including SG-SICA, are still not able to manage anything more
complicated than a project where most of the content, management and administration is
done by external providers”, noted a senior RIO manager.

Reference 21 field notes

Four interviewees noted that they thought that SIECA has a great deal of experience in
terms of developing content, but it has limited capability to manage complex projects,
especially if the project management process of the donor, such as the EU, is factored in.
SIECA’s ability to deliver, just as is the case for all RIO (with the exception of CCJ), is
limited by their lack of authority.

References 21, 47 and 154 field notes

For the time being, and until the key RIO have deepened their capability to manage projects
and be able to show results, the project is the only mechanism that applies.

Reference 51 field notes

At the end of PAIRCAT1 there was a long process within SG-SICA of trying to identify
lessons learned and the capacity of that RIO to manage EU-based support. The EU, against
the findings of that review, decided to use programme budgets. That was a big mistake
because the RIO could never manage it and thus could never gain ownership. The result is
that there still is not an autonomous capability in SG Sica to manage EU projects.

Reference 51 field notes

When asked how PAIRCA 2 was negotiated, interviewees noted that the EU sent
consultants to the field. They decided who to see, what to talk about and what should be
proposed to the EU. There was no “joint” design. There was no final design document that
was put up for consultation and there still is not a final draft on the table for consultation.

The Member States did not contribute although they believed they would have a chance.
Many were irritated by some of the recommendations, including the use of programme
budgets (it was not understood how that would affect the various sub-demands for funds);
the support to CS (Especially, but not only, from Nicaragua) and most Countries because
they saw too much money going to RIO when it was a “regional development” project.
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References 58 and 59 field notes

The project mechanism was a quick way to get the resources in place but it implies
ownership and governance by the partner. These were not there when the initiative was
described and implemented. The mechanism was efficient at spending but not effective.

Reference 9, 57 field notes

The majority of the 40 PAIRCA 2 projects are not based on RI needs in a comprehensive
manner. They are not parts of a holistic approach to ID but an artificial distribution of a lot
of money without focus.

Reference 22, 91 (others) field phase

The mechanisms and their roll-out processes were extremely difficult to manage and in fact
often complicated the carrying out of the results we wanted to achieve. The focal points
were very late in arriving on site; the contracts were too slow in getting done and in some
cases (ex. CCJ) were executed once the RIO had already done the job by itself; the
mechanism did not allow us to do feasibility or scoping (it did not pay for those types of
things).

Reference 106 field notes

We has a great deal of trouble with the financing mechanism because we are not able to put
up counterpart funding. Some of our projects will lapse.

Reference 141 field notes

The EU and its project model has enabled us to do many things we did not think we could
do. It financed workshops on information society that were very successful and that have
incited Panama and Costa Rica to take leadership on adapting heir models.” The same
interviewee noted that the PRIAA project gave everyone a chance to select priorities and it
was not difficult to get the EUD to agree to changes to actions that were in the project
document, even if it was long, it was not difficult.

Reference 151 field notes

One thing that makes a difference in the PRIAA and PRACAMS cases are that the project
mechanisms were owned by SIECA that placed senior and experiences SIECA people in
place as managers. These people had the ability and experience to not only define activities
but to monitor progress and take appropriate action. In that way the project reflected the
need, even if it has been difficult to obtain approvals from all concerned over the
implementation of recommendations.

Reference 106 field notes

The PAIRCA project (and its processes) are difficult to understand but the support it
provided has clearly been responsible for the Si-SICA system that was developed. Without
PAIRCA 2 there would be no SI-SICA or any Statistics Strategy, for example.

Other donors still use the project modality because that is the most effective way to resolve
development issues in the RIO at the moment. They note, however, that that is for two
reasons: projects require the lowest level of capacity and involvement from the beneficiary,
and the projects enable the donor to keep tabs (control) over what is happening. There is
not much trust in the RIO at the moment.

Reference 109 field notes

A senior PRIAA manager noted that in a way, PRIAA either should have started earlier to
have more time to harmonise and align pan-national plans with a view to AA, or later in
order to support its implementation but backed up, this time, by the influence of
commercial interests that could have “leveraged” the countries to coordinate and
consolidate.
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Reference 120 field notes

There was a serious flaw in the types of mechanisms used by the EU, noted three different
interviewees in three RIO. Going back as far as UAC, and PAAIRCA 1, and even before,
the EU needed to support its projects with political and policy leveraging, notably through
coordination mechanism, policy dialogue and political dialog. CA politicians and their
technical supports are very good at promising everything and signing documents without
the slightest interest in ensuring that they get implemented, so the EU needed to apply
pressure to get the results on the table. It did not, and the CA did not.

References 122, 123, 57 and 152 field notes

“There are no means at our disposal to provide assurances of accountability. Money can be
spent without having to justify its use or guarantee that it will be used for the purposes
intended” . Project managers have their hands tied when the project design is already done
and “... there is no room to adapt to changing times and to more detailed information that
becomes evident” because the project model is inflexible unless you have a lot of time on
your hands

Reference 124 field notes

“The problem sometimes is not the project modality, but the contractual complexities of
the EU.” When experts have to be replaced, or when initially mobilizing, and especially in
the inception stage, the length of time it takes is often largely underestimated. “The EU
does not seem to learn from lessons in this domain: in our case we have less than two and a
half years to do what it would surely take five years to do, at least.”. The experience of
PRACAMS with its personnel loading, is a case that the EU could use to better its project
management

References 128 and 87 field notes

“The confines of project modality are real, and often one is forced to use the wrong
resources, at the wrong cost, do proceed. PRACAMS used over 380 days of its precious
ITA resources merely to identify equipment needs and write performance specs. This
should all have been done before the scarce resources got in the field”. This is important
also because while they were writing specs they were not able to spend time doing what they
know best: developing project content. The interviewees also noted that the former JATI
personally wrote all equipment specifications and TORs. The job would normally have been
done closer to the point of use for the equipment and, in this case, over 90% of he
meteorological specs for the equipment were wrong.

The point of the above is that the project modality tied the hands of the EUD and the
project. On-the-ground reality could not be integrated into the contract and managers had
to scramble to make the project work (evaluator analysis).

Reference 129, 130 and 131 field notes

1-2.4.2 — Capacity analyses support the use of the mechanisms and instruments

Findings The field and document research shows that capability analyses was not used to define the
. mechanisms that were supported in regional programming. In fact, interviewees were
S mostly unaware of how do such an analysis and identified that their RIO did not have
o] performance targets.

Data, Not one of the interviewees could point to a capacity analysis being done before a project
sonrees, design was presented to the EU.

extracts

Based on interviews with the EUD and with key RIO, there is no document that analyses
the best and most appropriate mechanism that should be used to fill a need concerning
RIO.
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References 6 and 15 field notes

SIECA and SG-SICA never presented a capacity analysis to the EUD. Its requests were
based on activities to produce some output other, but CD results were not part of that.

Reference 15 field notes

PAIRCA 2 has many CD-related activities (conferences, systems in IM, etc.) but they are
not part of a capability analysis. There is no document that ties all of the CD effort and
investment of the project together.

References 15 and 16 field notes

SG-SICA has prepared a Strategic plan for itself but it does not specifically deal with a
strategy to develop its Capabilities

Reference 20 field notes

As noted before in this document, a major review was done at the end of PAIRCA 1 to
identify lessons learned and to define what still had to be done, including priority setting.
The PAIRCA 2 is reputed to have been designed without taking those lessons and gaps into
account. PAIRCA 2 was negotiated without regard to the lessons learned and was not based

on capability.
Reference 51 and 58 field notes

In PAIRCA 2, interviewees noted that “one CD indicator and thrust that was just not
retained was the one dealing with certification of SG-SICA processes against international
standards. At first it was rejected by the SG and the PAIRCA 2 design team but the recently
resigned SG believed in the requirement to baseline the processes and put in place QA
systems to ensure standards compliance. One of the benefits of being certified is that the
RIO could do what the UNDP was retained to do directly.

But the interviewees that were approached on this topic noted that, as far as they knew, the
existing capability and the robustness of the systems that would be certified, were not
known.

Reference 90 field notes

“Many RIO cannot logically get involved in capability analysis because they don’t know
what their mandates and priorities and performance targets are”

Reference 133 field notes

Team evaluators have observed that SEFRO and CASAC were not built upon capacity
analysis, even though a significant part of the effort is directed at ID and CD generally.
SEFRO still does not have a model and there is no real coordination to speak of at the
moment.

Reference: Team member field notes
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1-2.4.3 — Ability of RIO to manage the support in a sustainable manner

Findings at
indicator
level

Based on the field results indicated in Indicator 2.4.1 and the obsetrvations below, the
findings for this indicator point cleatly to an inability of RIO to manage EU support in any
sustainable manner. There are exceptions, especially SIECA.

One of the main reasons for this situation is that whenever they are faced with donor (i.e.
result-based development) funding, RIO do not adopt a management paradigm based on
performance or results. It becomes, so to speak, “available money to spend”, and is not
managed with the objective of achieving some finality based on a Theory of Change logic.

Data,
sources,
extracts

“The regional institutions, including SG-SICA, are still not able to manage anything more
complicated than a project where most of the content, management and administration is
done by external providers”, noted a senior RIO manager.

Reference 21 field notes

Four interviewees noted that they thought that SIECA has a great deal of experience in terms
of developing content, but it has limited capability to manage complex projects, especially if
the project management process of the donor, such as the EU, is factored in. SIECA’s ability
to deliver, just as is the case for all RIO (with the exception of CCJ), is limited by their lack
of authority.

References 21, 47 and 154 field notes

For the time being, and until the key RIO have deepened their capability to manage projects
and be able to show results, the project is the only mechanism that applies.

Reference 51 field notes

The project mechanism was a quick way to get the resources in place but it implies
ownership and governance by the partner. These were not there when the initiative was
described and implemented. The mechanism was efficient at spending but not effective.

Reference 9, 57 field notes

The majority of the 40 PAIRCA 2 projects are not based on RI needs in a comprehensive
manner. They are not parts of a holistic approach to ID but an artificial distribution of a lot
of money without focus.

Reference 22, 91 (others) field phase

The mechanisms and their roll-out processes were extremely difficult to manage and in fact
often complicated the carrying out of the results we wanted to achieve. The focal points were
very late in arriving on site; the contracts were too slow in getting done and in some cases
(ex. CCJ) were executed once the RIO had already done the job by itself; the mechanism did
not allow us to do feasibility or scoping (it did not pay for those types of things).

Reference 106 field notes

We has a great deal of trouble with the financing mechanism because we are not able to put
up counterpart funding. Some of our projects will lapse.

Reference 141 field notes

Other donors still use the project modality because that is the most effective way to resolve
development issues in the RIO at the moment. They note, however, that that is for two
reasons: projects require the lowest level of capacity and involvement from the beneficiary,
and the projects enable the donor to keep tabs (control) over what is happening. There is not
much trust in the RIO at the moment.

Reference 109 field notes

One interviewee noted that “no ID or CD project will be sustainable until the countries get
involved and do something on their side to help themselves and the region”
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Reference 59 field notes

“When the SG changed in 2009 he could have chosen to take ownership of EU projects. He
did not. The sub-projects dealing with a unified treaty and budget unification were not
monitored and managed by the SG’s office.”

Reference 92 field notes
Three interviewees noted that projects in SG-SICA and in SIECA take on a life of their own.
They are no so much managed by officials to meet corporate level needs, but become the

reason for the official to exist. The project becomes the organisational focus, not he need of
the organisation.

Reference 108 field notes
“... la competencia no fue integrada en la gestion del proyecto por la organisation regional”
Reference 112 field notes

« ...where (this organisation) needs to provide counterpart funding it cannot, so the model is
not appropriate”

Reference 138 field notes

The results attained (i.e. by PAIRCA 2 in this organisation) are not sustainable. The EU
should not have left us in this situation. Our base is in place but we have no way to continue
its development. If it were finished we could go to (MS) and ask them to finance it on an
ongoing basis because they would see the benefits).

Reference 140 field notes

The people met at IICA noted that there was an important lesson they learned over the
years: it is important to take the time to learn the problem well in its detailed context. “Spend
the time and the effort to learn and then start to design”

Reference 145 field notes

1-2.4.4 — EU ensures RIO are able to manage/administer instruments and mechanisms

Findings at The findings clearly identify that the RIO are not capable of managing EU instruments and
Sl mechanisms. The EU has provided some level of training, but the results are conclusive:
Tl there is no autonomous capacity

Data, Interviewees in all RIO indicated that they could not, if prompted, manage EU instruments
sourees, nd processes and saw the projects as being in place to do that (some referred to projects as
exctracts mini-PMU, at least in CA RIO.

Reference 21 field notes

The RIO have not been able to initiate policy dialogue with donors. They feel much more at
ease with counterparts in other countries (e. PARLACEN, CCJ)

Reference 21 field notes

The EU and WB processes are particularly impossible for us to manage. They change and
are inherently complex. In fact there is a domain of expertise in the region that is highly
sought after and that is the ability to manage those processes. Those who can are sought
after.

Reference 90 field notes

One interviewee related that the managers of RIO are not placed in a position of equality
when it comes to negotiating the design of an intervention. The EC often seeks agreement
at he last moment, and seemingly always speaks of the development logic. But experience
has shown us that the details often get left out and the problems of implementation are
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likely to be in the details, not the objectives.
Reference 51 field notes

Although the EU has offered many courses on its processes, the RIO do not feel capable of
autonomous management. SG SICA, for example, often spoke of the 19 versions of the first
tranche for the programme budget. In essence they asked: “if Europeans hired for the
purpose cannot get this right in 19 tries, how can we expect to do it?”

Reference 51 field notes

Jjin

OTHER RELEVANT INFORMATION (NOT CAPTURED ELSEWHERE IN THIS EQ)
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Por su parte, la distribucion estimativa del presupuesto por actividad sera la siguiente:

Actividades

Contribucion UE

R1, Apoyo a la toma de decisiones en materia de reforma, 2,550,000
|estructuracion y modernizacién del SICA en su conjunto

1.1. Reforma Institucional, Estructuracién y Modernizacién 950,000
1.2. Sociedad de la Informacidn 1,600,000
2. Fortalecimiento de las instituciones del SICA y de sus vinculos con 4,890,000
sus contrapartes nacionales

2.1. SG SICA 1,640,00
2.2.CCJ 1,000,000
2.3. PARLACEN 1,000,000
2.4. CC SICA 650,000
2.5. Otras Instituciones del Protocolo 300,000,
2.6. Contrapartes Nacionales 300,000
3. Participacion de la Sociedad Civil y Conectividad CA-UE 1,900,000
3.1. Participacion de la Sociedad Civil 1,500,000
3.2. Programa de Conectividad UE-CA 400,000
4. Formacion, Educacién e Investigacion 1,000,000
4.1. Formacidén, Educacion e Investigacion 700,000
4.2. Apoyo a Think Tanks y Otros 300,000
5. Informacion y Visibilidad 1,000,000
5.1. Campaiia de Sensibilizacion 800,000
5.2. Visibilidad 200,000
6. Gastos Operativos 800,000
7. Asistencla Técnica Internacional * 2,000,000
8. Auditoria, Monitoreo y Evaluacién ** 400,000
9. Imprevistos *** 201,000
10. Overhead PNUD 259,000
TOTAL 15,000,000
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EQ:3 Economic Integration

EQ 3 — To what extent did EU interventions contribute to restructuring the

institutional framework of the Central American Customs Union and to the

adoption of other trade related common policies?

JC 3.1 — The EU interventions contributed to lay the foundations for a Customs Union

Statement
on JC3.1

In 2003, 96 % of tariffs were harmonized, but this percentage fell to 54% as a
consequence of the bilateral negotiations that prevailed for the conclusion of the free
trade agreement DR-CAFTA and of many free trade bi-lateral agreements between
countries of the region and countries outside the region. Presently the common external
tariff (SAC, Sistema Arancelario Centroamericano) concerns only 76% of Customs
Schedules. The prospect is to reach again 96 % in 2018. Inside the region, there are no
tariffs, but the Customs Union is far from finished as non-tariff barriers remain. The
harmonizing of the tax structure of the five CA countries was an objective of the
Programme ADAPCCA but was not achieved. ADAPCCA also defined a mechanism of
tax restitution but it was not adopted.

Progress in harmonization is very slow and even sometimes challenged. An example: in
January, El Salvador started inspecting goods with a scanner, charging 18 US$ for each
inspection and making border crossing much longer. Still, the support of the EU
delivered positive results like a regional computer network for customs and tax
authorities (Sisterea de Informacion Aduanera Unificado de Centroamérica-SLAUCA), allowing
to exchange intra-regional customs and tax information. However, a one year delay in
the start of CONSUAC did not allow the project to implement all activities planned.
Also, its design had weaknesses and it lacked a sustainability plan.

The implementation of a regional information portal (AIC), was initiated under the
Programme UAC and finished under the programme CONSUAC. It describes all
requisites (duties, taxes, health and other certificates) for all impozts to the region. It was
a meaningful contribution although it is only an information tool, not an instrument in
Customs operations, and is not regularly updated, particularly for non-tariff barriers.

The start of UAC and CONSUAC was very late due to the long process of approval by
several beneficiary countries. The financial execution of CONSUAC was short of 7 M€,
with a disbursement rate of only 72 %. In spite of some progresses in the past, the
economic integration is going backwards because of the insecurity of transport.)

The project ADAPCCA did not meet its objective to harmonize 50 percent of SPS
measures. The harmonization was limited to few areas, mostly milk products. The
project PRACAMS, which is supposed to continue the support to the objectives of
meeting and harmonizing technical norms and SPS requirements started almost a year
late. The project can show its first outputs like the training of around 1500 beneficiaries
of the private and public sectors and the tendering of most of the equipments (around €
6 million) meant to strengthen the regional network enhancing quality. The COMIECO
published a list of around 80 regulations on norms of a great variety of goods, but there
are more than 1000 norms to be harmonized. Slow progress in minimizing trade barriers
is not due mainly to technical issues, but to bureaucratic interests of Customs
Administrations and protectionism. It boils down to insufficient political will.

The Escuela Centroamericana Adnanera y Tributaria (ECAT) created in Honduras with the
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support of the EU was a success, with 5000 people trained in three years. Similatly,
seminars, diplomas, technical assistance and internships helped create a large network of
alumni that will allow in the future the "networking" and exchange of expetiences and
ideas. It was set up, became operational and met its objectives under the project
CONSUAC. However, there were no plans for the sustainability of the (ECAT) which is
no longer functioning. SIECA elaborated in 2012 a new plan for a “Centro de Estudios de
la Integracion Econdmica” (CE/E). Taiwan offered 2.2 MUS$ for its construction, but
SIECA is still looking the financial support needed for its operational costs.

1-3.1.1 — Tariffs and taxes have been harmonized

Findings
at
indicator

level

In 2003, 96 % of tariffs were harmonized, but this percentage fell to 54% as a
consequence of the bilateral negotiations that prevailed for the conclusion of the free
trade agreement DR-CAFTA and of many free trade bi-lateral agreements between
countries of the region and countries outside the region. Presently the common external
tariff (SAC, Sistema Arancelario Centroamericano) concerns only 76% of Customs
Schedules. The prospect is to reach again 96 % in 2018. Inside the region, there are no
tariffs, but the Customs Union is far from finished as non-tariff barriers remain. The
harmonizing of the tax structure of the five CA countries was an objective of the
Programme ADAPCCA but was not achieved. ADAPCCA also defined a mechanism of
tax restitution but it was not adopted.

Data,
sourees,
extracts

Tariff Schedule

In 2003, 96 % of tariffs were bharmonized, but this percentage fell to 54% as a consequence of the
negotiations of DR-CAFTA. The prospect is to reach again 96 %o in 2018.

Meeting with
- Ruben Najera, Director of PRACAMS
- Palmira Lopez-Fresno, Jefe ATI

Customs Union

The 4% of tarif schedules excluded from barmonization are basically products of agriculture like coffee,
sugar, alcoholic beverages (rom, beer,...) and oil products.

Customs documents have been harmonized but are not necessary in use, due to political or other
cireumstance, for instance the conflict between Honduras and Nicaragna that followed the coup in
Honduras.

Panama does not support clearly the regional integration. It only joined the regional efforts due to the
negociation of the AA.

Meeting with Karina De 1eon, DUE Managna

Panama within the Union Centro Americana

Panama never saw the interest of joining the CA Union. This is mostly due to a higher degree of
development reached a long ago thanks to a bigh degree of internationalization. This internationalisation
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rests on a service sector that accounts for more than three-quarters of GDP. They include the Panama
Canal, logistics, banking, re-exports through the Colon Free Zone, insurance, container ports, flagship
registry, and tourism. Economic growth will be bolstered even more by the Panama Canal expansion
project estimated to be completed by 2015. The expansion of the project will more than double the
Canal's capacity, enabling it to accommodate ships that are too large to traverse the existing canal.
Panama’s booming transportation and logistics services sectors, along with aggressive infrastructure
development projects, have lead the economy to continned high growth.

Panama joined the Union becanse it had the obligation to do so in order to participate and benefit from
the Association Agreement signed with the EU. Due to the Canal, Panama was from the start a
service oriented conntry. It did not go throngh the wusual phases of agricultural and industrial
development.

Interview Abmed Elias Moron, Director Nacional de Industrias y Desarrollo Empresarial, Ministerio
de Comercio E industrias (MIFIC),Panama

Customs Union

1t is far from being completed. The free circulation of goods within the region remains an objective. 96%
of tariff schedules have been harmonized within the five countries that started SIECA, but Panama has
only 60 % of its tariff schedules harmonized with them. When joining SIECA, Panama pledged it
would catch up withe the five at the beginning of 2016.

Of the same importance, goods still go throngh Customs at the border of each member of SIECA. Also,
the mechanism of restitution of Custom taxes is not yet operating.

Prior to joining SIECA in 2012, Panama was part of SICA. However it had already a free trade
agreement with Honduras, Nicaragna and El Salvador. The agreement with the last one covers more

than 90% of tariff schedule.
Interview Yenia Diag, Head of the Department of Norms, Autoridad Nacional Aduanera, Panama

“En enero de 2009, los Presidentes de las Repiiblicas de Guatemala y El Salyador suscriben el
Protocolo de Modificacion al Convenio Marco del aiio 2000, estableciendo las bases para la eliminacion
de fronteras comunes en la circulacion de personas y mercaderias entre ellos, asi como para la eliminacion
del doble cobro de los derechos del Arancel Excterno Comiin (D.AI). Honduras y mds tarde Nicaragna
se adhieren a ese Protocolo de Modificacion, por lo que formalmente el grupo de cuatro paises conocidos
como CA4 quedan comprometidos en avanzar hacia la Unidn Adnanera sin fronteras ni cobros de
arancel en los pasos fronterizos entre estos paises.”

Final Evalnation CONSUAC, p 10

“En la politica arancelaria se ha avanzado en su aplicacion, pero la contribucion del proyecto ha sido
casi exclusivamente la de financiacion de gastos de las contrapartes y capacitaciones.”

Final Evalnation ADAPCCA, p 16

‘Bl AEC estd armonizado en un porcentaje superior al 96% al final del Proyecto. Sin embargo la
contribucion del proyecto ha sido casi exclusivamente de financiar los gastos corrientes de las contrapartes
de la SIECA en las renniones de los comités arancelarios y algiin otro viaje y pasantia al extranjero.
Aldicionalmente, el proyecto financid la realizacion de un seminario regional sobre “Clasificacion
Arancelaria” impartido en Guatemala, con participacion de funcionarios gubernamentales miembros del
Grupo Arancelario, de Integracion y de Aduanas. (5-11/7/2009).”
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Final Evaluation ADAPCCA, p 31

“Propuesta de armonigacion de las estructuras tributarias de los cinco paises miembros, elaborada y
consensuada al final del proyecto: no se cumple, ya que no se realizan actividades en este Resultado. Sin
embargo, se elabord un estudio y documentacion complementaria que se entregd por el Proyecto a la
SIECA para su entrega al COSEFIN, que asumid la tarea de promover el mecanismo de recaudacion
de los derechos del Arancel de importacion (DAI). Sin embargo, aparentemente la mala comunicacion
entre la SIECA y COSEFIN ha dado como resultado que no se haya conseguido avanzar en este
campo.”

Final Evaluation ADAPCCA, p 37

1-3.1.2 — Customs procedures have been harmonized

Findings
at
indicator

level

Progress in harmonization is very slow and even sometimes challenged. An example: in
January, El Salvador started inspecting goods with a scanner, charging 18 US$ for each
inspection and making border crossing much longer. Still, the support of the EU
delivered positive results like a regional computer network for customs and tax
authorities (Sistema de Informacion Aduanera Unificado de Centroamérica-SLAUCA), allowing
to exchange intra-regional customs and tax information. However, a one year delay in
the start of CONSUAC did not allow the project to implement all activities planned.
Also, its design had weaknesses and it lacked a sustainability plan.

The implementation of a regional information portal (AIC), was initiated under the
Programme UAC and finished under the programme CONSUAC. It describes all
requisites (duties, taxes, health and other certificates) for all imports to the region. It was
a meaningful contribution although it is only an information tool, not an instrument in
Customs operations, and is not regulatly updated, particulatly for non-tariff bartiers.

The start of UAC and CONSUAC was very late due to the long process of approval by
several beneficiary countries. The financial execution of CONSUAC was short of 7 M€,
with a disbursement rate of only 72 %. In spite of some progresses in the past, the
economic integration is going backwards because of the insecurity of transport.)

Data,
sources,
extracts

Custom procedures

Progress in harmonizgation is very slow and even sometimes challenged. In January, El Salvador started
inspecting goods with a scanner, charging 18 US§ for each inspection and mafking border crossing mnch
longer. This unilateral decision was obviously a violation of the Customs code of Central-America.
SIECA complained to the government of El Salvador, but the answer was that SIECA had no right
to question a decision of the government of El Salvador. Nobody sent the case to the Conrt of Justice of
Central America (CCJ), maybe because it is too costly and too slow. The truck drivers took action.
This excample indicates the weakness the regional integration process.

The main motivation of the government of El Salvador is the increase of revenne. The countries of the
region always relied on tariffs for government revenne. On average the share in the region of tariff taxes
in total of revenne is 40 %.

The support of the EU delivered positive results like the Formmulario Unificado Centro-americano
(FAUCA), and the SLAUCA which allows the connection of Customs systems (Nicaragua and E/
Salvador are the only conntries using ASYCUDA). SIECA is working towards the integration of

Panama.

Another positive result is the portal AIC which provides information on tariff and non-tariff barriers of
the region, including now Panama.

Meeting with William Garcia, Director of integration economica, SIECA
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Customs

With the support of the programme UAC, the region adopted the Formulario Aduanero de Centro
America (FAUCA) and a regional information portal (AIC). Also with the support of UAC, four
countries of the region created a computer network for customs and tax authorities (Sistema de
Informacion Adnanera Unificado de Centroamérica-SLAUCA), allowing all countries to exchange
intra-regional customs and tax information. However, its design had weaknesses and it lacked a
sustainability plan.

Meeting with
- Jose Carlos Garcia, Coordinador technico, PRALAA
- Diana de Mazarigos, Administradora de Anticipos

Customs procedures

The portal AIC was initiated under the Programme UAC and finished under the programme
CONSUAC:. But it is not regularly updated, particularly for non-tariff barriers. Also Panama joined
the SIECA almost two years ago and its tariff is not yet accessible and not even accessible from a
smartphone. Althongh the AIC was supposed to facilitate comparisons between countries, the exporters
and Customs agents not no use nmuch the AIC as they prefer to consult the website of each country.
FAUCA was created in the 70’s with no relation with EU support.

SLAUCA was started under UAC and finished under CONSUAC.

In spite of some progresses in the past, the economic integration is going backwards becanse of the
insecurity of transport.

Meeting with Esbin Miranda, Experto en procedinsientos aduaneros, PRALAA, Panama

Customs procedures

In spite of technical work and the adoption of common procedures, exports of goods are hampered
regularly by protectionist barriers. A sounding recent example is the exports of the major company of
frozen chicken in Nicaragua that were rejected by Customs in Nicaragua, supposedly because of
salmonellosis.

In fact, the shipment had its certificate of conformity, but when the company went to Nicaragua to
discuss the issue, the goods had been destroyed by fire. The company had been exporting without any
problem for many years to Taiwan, Colombia, Honduras and other markets. 1t had to forget abont the
market of Nicaragna. Similar barriers that disconrage exports to the region are also experienced with
Costa Rica.

Interview Abmed Elias Moron, Director Nacional de Industrias y Desarrollo Empresarial, Ministerio
de Comercio E industrias (MIFIC),Panama

“El proyecto CONSUAC fue formulado como  seguimiento al proyecto  “Unidn Aduanera
Centroamericana —UAC” (2002-2006), ¢ inicid sus actividades con un retraso de un aio debido a la
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necesidad impuesta de contrafirmar el Convenio de Financiacion por los gobiernos de Costa Rica, E/
Salvador, Honduras, Guatemala y Nicaragua en noviembre de 2007. Este retraso inicial afectd
negativamente todo el proyecto, que no tuvo suficiente tiempo para contratar las licitaciones ni ejecutar
adecuadamente las actividades.”

Final Evaluation Report of CONSUAC p 4

“...el desembolso de los fondos disponibles (los € 7,5 million) asciende algo hasta el 72 percent. Estos
porcentajes bajos de desembolso fueron como mencionado en parte causados por el retraso en el proceso de
firma del CAE por parte de los paises, lo que generd un periodo demasiado corto para la licitacion de
contratos y su posterior ejecucion.”

Final Evalnation Report of CONSUAC P 4

“El primer resultado esperado (R-1), Transformacion ¢ implantacion del marco institucional necesario
para la puesta en marcha de la UAC, no_ha podido cumplir totalmente su objetivo, definido como la
“buesta en marcha de la union aduanera centroamericana™, ya que ésta asin no existia. Debido a la
firma del Protocolo de Modificacion del Acuerdo de Union Adnanera entre Guatemala y El Salvador,
enfocd su_actividad hacia el apoyo de la Unidn Aduanera Guatemala-El Salyador y bacia el
equipamiento de las aduanas periféricas. Estos suministros fueron bien valorados y causaron mejoras de
rapidez y eficiencia en las adnanas.

El resultado esperado (R-2), Operacion y sostenibilidad del Sistema de Informacion Adnanera
Unificado de Centroamérica (SLAUCA), SI que bha cumplido su_objetivo, ya que cuatro paises
actualmente ya_utilizan el sistema SIAUCA regional para el intercambio de la informacion
correspondiente a los documentos EFAUCA- para el comercio intrarregional de productos originarios. La
clave del sistema en estos momentos, es su uso continuo y ampliado por los paises y asegurar la
sostenibilidad de los equipos informiticos operados por la SIECA.

El resultado esperado (R-3), Operacion y sostenibilidad del Arancel Integrado Centroamericano
(AIC), también bha cumplido su objetivo, dentro de los limites de su valoracidn como herramienta de
informacion y consulta solamente (v no de uso operativo, como algunos pretendian, por las antoridades
aduaneras y tributarias). 1a aparicion del esperado AIC, iniciado en el anterior proyecto UAC y gue
e/ CONSUAC continud, cred ciertas expectativas de que se convertivia en una herramienta definitiva
de integracion arancelaria y tributaria del comercio exterior. Sin embargo, en la actualidad por diseito es
solo una berramienta de consulta para importaciones, ya que técnicamente sus respuestas a consultas de
estas importaciones no son un “acto administrativo”, y por lo tanto, no evitan el tener que después acudir
a los sistemas arancelarios y tributarios nacionales de los paises donde se efectnaran las operaciones, 0 a
las Ventanillas Unicas en un futuro si estas también inclyen las importaciones.”

Final Evaluation Report of CONSUACP 5 - 6

1-3.1.3 — Technical barriers and SPS requirements have been harmonized

Findings
at
indicator
level

The project ADAPCCA did not meet its objective to harmonize 50 petcent of SPS
measures. The harmonization was limited to few areas, mostly milk products. The
project PRACAMS, which is supposed to continue the support to the objectives of
meeting and harmonizing technical norms and SPS requirements started almost a year
late. The project can show its first outputs like the training of around 1500 beneficiaries
of the private and public sectors and the tendering of most of the equipments (around €
6 million) meant to strengthen the regional network enhancing quality. The COMIECO
published a list of around 80 regulations on norms of a great variety of goods, but there
are more than 1000 norms to be harmonized. Slow progress in minimizing trade barriers
is not due mainly to technical issues, but to bureaucratic interests of Customs
Administrations and protectionism. It boils down to insufficient political will.
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Diseno de PRACAMS

E/ Programma fue disenado a nivel gubernamental, con participacion limitada del sector, pero responde
a sus necessidades, con una metodologia adecnada.

Resultados del Apoyo

E/ Programma PRACAMS  ofrecio  capacitaciones de calidad. Sin embargo, la seleccion de
participantes se hizo desde la direccion del Programma con poca participation de APEN. Mas
importante todavia: la capacitacion no es sufficiente. Falta una asistencia tecnica individunalizada a nivel
de empresas.

Con otros programmas, se logro facilitar los procesos de exportacion, en particular gracias a la creacion
dn una ventana unica de exportacion. Sin embargo, el comercio de productos sigue enfrentando trabas en
la adnanas de los paises vecinos. Y la importacion a Nicaragna sigue padeciendo de las deficiencias de
Aduanas. No se puede hablar de procesos mas eficientes que en el pasado.

Meeting Asociacion de Productores par la Exportacion de Nicaragna (Apen)
Managna, March 25 2014

= Sigrid Morales, Gerente servicios de exportacion

= Agzucena Reyes Blandon, encargada de AT

Non-tariff barriers

The provision of TA to national institutions dealing with quality is part of PRACAMS. 1t will start
in 2014. The design of PRACAMS, with 50 activities in the DTA, is lacking flexibility, which
incurs in long delays due to the reconrse to Addenda. The absence of civil service laws in the region, with
the exception of Costa Rica, explains institutional weaknesses. In three years, on average half of the civil
servants trained are removed.

Meeting with
- Ruben Najera, Director of PRACAMS
- Palmira Lopez-Fresno, Jefe ATI

Non-Tariff Barriers

APEX participated in the design of PRACAMS, which is adequate. Progress in barmonization has
been registered mostly for raw products, not so for transformed products. There is a long way to go
towards modernization and harmonization. An example: in order to export to countries of the region,
companies in the sector of fish and seafood need their license to be renewed every year. Every inspection,
carried ont by two inspectors, amount to a cost of more than 2000 USS. Slow progress in minimizing
trade barriers is not due mainly to technical issue, but to bureancratic interests of Customs
Administrations and protectionism. 1t boils down to insufficient political will.

Meeting with Juan Bulnes, Secretario Asociacion Panamena de Exportadores (APEX)
April 2. Panama
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PRACAMS

The Programme delivers training of high quality in norms and in metrology and supports also meetings
of negotiation between the countries of the region. But it conld have been designed better taking more into
account the plans of the government, like an approach based on value-chain of sectors. Quality is only
one part of the task needed for a more competitive economy.

The harmonization of norms is important for exporters of the EU who want to access the markets of
the region under the same norms.

The support of PRACAMS is also important in strengthening the laboratories and wmetrology,
including with equipment.

PRACAMS also provided a very valuable Guide of best practise in the elaboration of norms.

Harmonization of norms

In spite of the support of PRACAMS, the negotiation meetings do not give the expected results. Each
country prepares for those meetings a draft of regulations on a specific subject, but without their adoption.
Even worse, Nicaragna was absent of those meetings, and even Panama at the last meeting in February.
So far there are no regional norms, while Guatemala has aronnd 1000 norms and Costa Rica aronnd

2000.

Meeting with

- Franky Reyes, Director, Direccion del Sistema Nacional de Calidad, MINECO,
Guatemala

- Hector Rene Hervera, Secretario Ejecutivo, Comision Guatemalteca de Normas, MINECO,
Guatemala

PRACAMS

The programme PRACAMS delivers training of excellent quality on issues of SPS.

Inspections

True that access to the markets of the region requires certificates of conformity to the norms of each

country, but not every year, only every three years. It will be so until the norms are barmoniged and
inspection by the anthorities of one country be recognized by the other countries.

NB. The COMIECO published a list of around 80 regulations on norms of a great variety of goods.
Still, a review indicates that only 11 have been adopted. Out of those 11, four deal only with labelling.

Meeting with Alex Salazar, Director, Direccion de Inocuidad de Alimentos, MAGA, Panama

PRACAMS
Panama participated in the design and is very satisfied by its implementation, althongh it started late.

What is needed from PRACAMS is a Manual of elaboration of norms, with scientific criteria that are
lacking too often. The modality of support should also go beyond training and include the provision of
direct technical assistance to the national authorities in charge of establishing and controlling norms of
quality, whether technical or SPS.

Non-Tariff Barriers
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Many norms lack in the region a scientific basis. The region needs to adopt a more scientific based and
less protectionist approach. For instance it is presently discussing a project of labelling for apparel goods
that Panama opposes. The new rule wonld require the name of the producer, of the exporter, of the
importer and the registry of the retailer. Another example is the case of veterinary products.

Meeting with Alexis Pineda, Director Nacional, Officina de Negociaciones Comerciales, Panama

Norus

The process of harmonization is very slow. The regional organizations do not have the capacity nor the
anthority to push the process faster. The Consejo Consultativo de Integracion Economica (CCIE), the
most representative body of the private sector of the region should receive support, at least for regional
meetings and studies .

Meeting with AGEXPORT

- Fanny Estrada, Directora Ejecutiva

Invan Bultron, Gerente division desarrollo

Luis Godoy, Director General

Ricardo Santa Cruz; Rubi, Director Division Agricola and Pesca

Context

The region has not managed to involve all countries in the participation of a lasting coordination of their
policies and regulations. The difference between countries may prove too large and not allow the success of
the objective of the Programmze.

A previous attempt to harmonize norms of energy eficiency has proved already how hard it is to come to
common agreements in the region.

Nicaragna progressed in some areas, like market regulations, but has a long way to go. Some countries
of the region are luckier than Nicaragna as they benefit from a specific EU project aiming at improving
their quality policy and infrastructure. The harmonization is a different story. The Council of Ministers
has not managed yet to create the institution that wonld harmonize norms.

Desion of PRACAMS

MIFIC and other public institutions of the sector in the other countries were consulted at the formulation
stage of PRACAMS. This was a progress compared to the process of design of ADAPCCA that

dealt also with quality issues.

Results to date of PRACAMS

Due to a late start, PRACAMS has not advanced as planned in its activities.

It has delivered information and training of high quality. The topics retained are of bigh relevance and
the training of high quality. The training, given sometimes at the regional level, helped develop usefull
regional contacts and also fruitfull relations with trainers usually prone to answer further questions
through e-mails. For a year the training was geared at civil servants but will target now the private
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sector.

The short-coming of the programme is that it does not provide us with 1A, that is experts that wonld
work in the institution for sereral months

The programme will soon provide equipment to the beneficiary countries, particularly computer and
metrological equipment.

Meeting Noewsi Solano, Direccion de Normalizacion y Metrologia,
Ministerio de Fomento de la Industria y del comercio (MIFIC)

Panama is committed to harmonize norms with the region, but the process is of
harmonization of norms is far from being completed because most norms in Panama
are higher than in the rest of the region and cannot be lowered.

Some examples:

- Juices in Panama are required 35% of pulp content, when the norm is only 25% in the
CA region.

- Gasoline is 95 octanes in Panama when it is only 85 or 89 in the regio

- Diesel has a lower content of sulphur in Panama

Interview Ahmed Elias Moron, Director Nacional de Industrias y Desarrollo
Empresarial, Ministerio de Comercio E industrias (MIFIC),Panama

“Indicador 1.4.1: Los requisitos sanitarios y fitosanitarios de importacion y exportacion a nivel regional
estan en unos 50% armonizados en los 5 Estados Parte al final del proyecto

Logro del Indicador:

Estas dos actividades se pueden medir con Indicador 1.4.1. Sin embargo, la meta de un 50% de
armonizacion era mmy ambiciosa, y en la prictica lo que si es posible identificar son los avances en
sectores o femas especificos, tal como la armonizacion de normas y reglamentos de productos ldcteos,
andlisis de riesgos, etc.”

Final Evaluation ADAPCCA, p 43

“Se realizd un diagndstico “sobre la situacion de politicas sanitarias y fitosanitarias”, y ademds existi
una ejecucion  coordinada con SCAC y el IICA vincnlada a la Politica Agregada Comiin
Centroamericana (PACA). ADAPCCA ha adaptado su implementacion al PACA, lo que ha

incluido:
* La armonizacion de la normativa sanitaria y fitosanitaria.
* Fortalecimiento del nso de andlisis de riesgos.
* Avances en acuerdos de equivalencias en MSF.

* Desarrollo de capacidades de laboratorios oficiales para garantizar la
competencia.

* Fortalecimiento del uso del andlisis de riesgos por parte de los paises de la

Final Report

July 2015 Annex 1 / Page 124




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

region.”
Final Evaluation ADAPCCA, p 43

“Indicador 1.5.1. Se han realizado al menos 2 seminarios en los 5 Estados Parte cada ano (2008-
2010), integrando representantes del sector priblico y privado con el fin de:

7)  Propiciar un mejor entendimiento en los Paises del rol, posicion actual respecto a la
reglamentacion técnica a nivel regional.

i) Conocimiento de los pasos necesarios hacia la conclusion de acuerdos de reconocimiento mutuo.

Logro del Indicador: Se considera cumplido en general el indicador: INCOTEC realizd un
diagndstico sobre la situacion regional de normativa técnica, evaluacion de conformidad y metodologia,
gue fue discutido con los entes nacionales en varios seminarios, y también la identificacion de productos
con mayor intercambio comercial dentro de la region, para evaluar la necesidad de reglamentarlos a nivel
regional. Se presentd el Modelo Eurgpeo de Normalizacion y su Relacion con las Regulaciones
Regionales, cuyo objetivo es generar conocimiento sobre excperiencias de éxito.

Final Evalnation ADAPCCA, p 49

“Indicador 1.5.2. Una Red de Laboratorios de servicios fitozoosanitarios y de inocuidad de alimentos a
nivel regional establecida de forma piloto en al menos 2 Estados Parte al final del proyecto.

Logro del Indicador: Se considera que no se llegd a cumplir totalmente con el indicador, ya que se generd
una Propuesta Inicial sobre reglamento para el Reconocimiento Mutuo en la region Centroamericana,
que fue analizada, revisada y consensuada a nivel técnico con los paises; estdi pendiente su adopeion y
planificar su implementacion. Se capacitd a 29 funcionarios para mejorar el conocimiento y comprension
del concepto y aplicacion prdctica sobre las ventajas y desventajas de los Acuerdos de Reconocimiento
Mutno en los esquemas de integracidn. Sin embargo no se legaron a realizar todas las numerosas sub-
actividades: notificacion por adelantado, estudios especializados, ete.”

Final Evalnation ADAPCCA, p 50

“Actividad.1.5.6. Asistencia técnica, capacitacion e intercambio de experiencias a los paises y a los foros
regionales competentes para:

) Elaboracion de un estudio que contenga nna clara distincion entre lo que es esencial armonizar, en
las futuras iniciativas sobre mercado interno, y lo gque puede ser dejado al mutuo reconocimiento de
los reglamentos y estandar nacionales;

) Elaboracion de una propuesta de reglamento para el muto reconocimiento de los fest y de la
certificaciones;

Indicador 1.5.6. No existe en el Marco Ldgico de referencia indicador para esta actividad

Logro del Indicador: Se ha reglamentado como armonizar Normas Técnicas en base a criterios comunes
con ¢l fin de reconocimiento mutno. No se realizd el estudio de priorizacion, pero se ha tomado al Sector
Ldcteos como un modelo para reglamentacion y armonizacion regional, incluyendo la elaboracion de 15
propuestas de RICA sobre: términos lecheros, leche pastenrizada, leche UAT, leche en polvo, leche
evaporada, leche condensada, quesos en general, quesos no madurados, quesos madurados, queso
Mogzarella, gueso fundido o procesado, mantequilla, crema y crema deida, yogurt, helados y mezclas de
helados ldcteos. La armonizacion en el sector ldcteo es un logro relevante, dada la importancia econdmica
del sector, su complejidad e historial de barreras no arancelarias.”

Final Evalnation ADAPCCA, p 52
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“INCOTEC realizd y consensud con las autoridades nacionales un diagndstico sobre la situacion
regional de normativa técnica, evalnacion de conformidad y metodologia. Asimismo, identificd productos
con mayor intercambio comercial dentro de la region a fin de evaluar la necesidad de reglamentarios a
nivel regional. Se presentd el Modelo Europeo de Normalizacion y su Relacion con las Regulaciones
Regionales. Se elabord y consensud a mnivel técnico una propuesta sobre reglamento para el
Reconocimiento Mutuo en CA. Se cuenta con una propuesta de Diserio de red de laboratorios
complementarios a nivel regional, y de Establecimiento de una Red de Laboratorios que brinden
Servicios fitosanitarios y de inocuidad de alimentos a nivel regional. Se ba reglamentado como armonizar
Normas Téenicas en base a criterios comunes para el reconocimiento mutno, y se elaboraron 15
propuestas de RTCA sobre productos ldcteos. También se proveyeron capacitaciones al sector piblico y
privado.”

Ficha de Programma ADAPCCA (Delegation) p 5

Situacion Actnal (11/2013)

Se han llevado a cabo misiones de asistencia técnica para sensibilizar y dar
formaciones sobre la importancia del control de calidad, la trazabilidad, acreditacion, normalizacion
_y metrologia. Autoridades nacionales participaron activamente y PRACAMS ya ha podido definir nna
linea base de trabajo con las necesidades reales de Centroamérica en términos de calidad y medidas
Sanitarias y fitosanitarias. La coordinacion con programas nacionales, donantes e instituciones regionales
fue clave para que los grupos de trabajo y las lineas base de trabajo fueran un éxito.

La mayor parte de las licitaciones del PRACAMS ya ha sido lanzada. 1.a mas relevante ha sido la
licitacion de suministros y equipos de laboratorio por € 6 millones, que implicd un involucramiento
activo de todos los beneficiarios a nivel de los 6 paises tanto en la identificacion de los suministros que se
necesitaban como en el proceso de evaluacion de ofertas.

A partir del Tro de julio de 2013 comenz el Presupuesto Programa de Ejecucion Plena 2. Antes del
D+3 se contrataron alrededor de € 10 millones correspondientes a equipo de laboratorio para los seis
paises centroamericanos y en contratos de formacion dirigidos al sector privado, piiblico y acadentia.

Muchas actividades han tomado lugar en los diferentes paises de la region en aras de fortalecer las
capacidades técnicas de las antoridades competentes y en términos de sensibilizacion y formacion del
sector privado sobre los requisitos relevantes en términos de calidad y medidas sanitarias y fitosanitarias
de la Unidn Europea.

Alrededor de 1,500 personas del sector privado y piiblico han sido beneficiados con las actividades del
PRACAMS.”

Ficha de Programa PRACAMS (Delegation) p 3

1-3.1.4 — ECAT (the Customs and Tax Training School) has become sustainable

Findings
at
indicator

level

The Escuela Centroamericana Adnanera y Tributaria (ECAT) created in Honduras with the
support of the EU was a success, with 5000 people trained in three years. Similarly,
seminars, diplomas, technical assistance and internships helped create a large network of
alumni that will allow in the future the "networking" and exchange of experiences and
ideas. It was set up, became operational and met its objectives under the project
CONSUAC. However, there were no plans for the sustainability of the (ECAT) which is
no longer functioning. SIECA elaborated in 2012 a new plan for a “Centro de Estudios de
la Integracion Economica” (CEJ/E). Taiwan offered 2.2 MUS$ for its construction, but
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SIECA is still looking the financial support needed for its operational costs.

Data,
sources,
extracts

ECAT

The ECAT created in San Pedro Sula with the support of EU was a success, with 5000 people
trained in three years. The Centro de Estudios de la Integracion Economica (CEIE) is supposed to
start this year targeting not only civil servants but the private sector and civil society.

Meeting with William Garcia, Director of integration economica, SIECA

ECAT

With the support of CONSUAC, Costa Rica joined the regional cooperation in Customs issues,
Customs Administrations received modern equipment, the SLAUCA was extended to Costa Rica and
the Escula Centroamericana Aduanera y Tributaria (ECAT) was created in Honduras. However,
there was no plan of sustainability. In spite of support offered by Taiwan (2.2 MUSSE), the ECAT
was moved to SIECA premises because of the political conflict in Honduras. ECAT is no longer
Sfunctioning. SIECA elaborated in 2012 a new plan for a “Centro de Estudios de la Integracion
Econdmica” (CEIE) but is still looking for financial support.

However, the start of UAC and CONSUAC were very late due to bureancratic process of approval by
the beneficiary conntries. The financial execution of CONSUAC was short of 7 ME.

Meeting with
- Jose Carlos Gareia, Coordinador technico, PRALAA
- Diana de Mazarigos, Administradora de Anticipos

ECAT

Panama was a beneficiary of the Escuela Centro-Americana Aduanera y Tributaria (ECAT) in spite
of the fact that it did not belong to SIECA at the time. Participants always expressed satisfaction for
the training offered.

Interview Yenia Diaz, Head of the Department of Norms, Autoridad Nacional Adnanera, Panama

“El CONSUAC y ¢ proyecto paralelo ADAPCCA han tenido bastantes sinergias; hasta el punto
gue ADAPCCA financid costes de la ECAT antes del lanzamiento del CONSUAC.

Final Report CONSUAC p 53:

La ECAT ha sido de suma importancia y ha tenido un impacto considerable gracias a la calidad y
extension de la formacion otorgada en las dreas de aduanas, comercio y tributacion, y ademas de mejorar
el conocimiento de funcionarios y téenicos en estas dreas ha permitido el conocimiento mutno e
intercambio de experiencias de funcionarios de los paises. La ECAT ha provisto formacion durante el
proyecto a 1,059 funcionarios de los seis paises y 361 personas del sector privado en apenas 2 asios. De
tgual forma, mediante los seminarios, diplomaturas, asistencias técnicas y pasantias, se ha creado una
gran red de ex alummnos que permitira en el futuro el “networking” e intercambio de experiencias, ideas
para el intercambio de informacion y para ofrecer a los grupos téenicos Aduaneros y Tributarios de
integracion regional, beneficiando asi a un amplio espectro de beneficiarios e involucrados en el proyecto.
Asimismo, la ECAT ha invertido en crear contenidos utilizables en varios formatos para el auto-
aprendizaje (mediante “e-learning”) por diferentes instituciones de los paises, si son adecuadamente
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distribuidos.

Desgraciadamente, por factores externos (la crisis de Honduras), la ECAT tuvo que mudarse de su
sede en San Pedro de Sula (Honduras) a la SIECA en Guatemala, donde tenia un espacio reducido
para ejercer las actividades y cursos. Ello, combinado con la falta de compromiso claro de las antoridades
aduaneras y tributarias de los paises de seguir financiandola tras el fin del proyecto enropeo, ha dado
Iugar a la necesidad de replantear el modelo de la Escuela, y buscarle un socio académico, priblico o
empresarial que le pueda dar continuidad aungune sea en un _formato mds reducido o con formacion semi-

presencial (“blended”).”
Final Report CONSUAC p 20:

“...se reactivd la cooperacion con China-Taiwan. Para tal efecto, la SIECA ba elaborado un perfil de

proyecto cuyo propdsito principal es la reorientacion de recursos aprobados en mayo de 2007 por la
Comision Mixta China Taiwdn - Centroamérica, para la ampliacion y remodelacion de la Escuela
Centroamericana Adnanera y Tributaria (ECAT) por un valor de US$ 2.272,550. Dado que la
ECAT ya no esti operando, dichos fondos servirdn para la creacion, implementacion y puesta en
Sfuncionamiento del Centro de Estudios de la Integracion Econdmica (CEIE), que tendrd su sede en la
SIECA.”

Informe de Gestion de SIECA al COMIECO 2011-2013

JC 3.2 — Customs have become more efficient

Statement
on JC3.2

Regional interventions efficiently supported the efforts at the national level. The EU
delivered a large variety of equipment for a total value de € 1.9 million to the Customs
of Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua. Staff responsible for
their use was trained and appointed by Customs administrations. The equipment
supplied allowed Customs to double or triple the speed of work. The supply of X-ray
equipment, significantly resulted in a fast and efficient customer service. In Panama,
which joined the CA Customs Union in 2012, the Project designed a national initiative
to strengthen the Customs Administration for its incorporation to the Union. The
regional projects in this area (CONSUAC and ADAPCCA) were complementary to
national interventions in El Salvador (Programme to support the National System of
Quality in El Salvador-PROCALIDAD) and in Honduras (Project to support the public
administration and regional integration PAAPIR).

The EU support contributed to a significant improvement in export time and cost in
most countries, according to the comparison of the Doing Business index of the World
Bank elaborated for year 2005 and year 2012. The situation remained excellent in
Panama, improved significantly in Costa Rica and in Nicaragua, slightly in El Salvador
and Honduras, but did not improve at all in Guatemala. In Panama, the export time and
cost remained the same over the time scope of the Evaluation in a context where
Panama is ranking number 11 by this WB index in the word for its export and import
procedures. In spite of progress, the exporters wish Customs could be more efficient.
For example, nowhere in the region Customs work 24/24 hours, neither the entire
Saturday.

I-3.2.1 — Regional interventions supported efforts at the national level

Findings
at
indicator

Regional interventions efficiently supported the efforts at the national level. The EU
delivered a large variety of equipment for a total value de € 1.9 million to the Customs
of Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua. Staff responsible for
their use was trained and appointed by Customs administrations. The equipment
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level

supplied allowed Customs to double or triple the speed of work. The supply of X-ray
equipment, significantly resulted in a fast and efficient customer service. In Panama,
which joined the CA Customs Union in 2012, the Project designed a national initiative
to strengthen the Customs Administration for its incorporation to the Union. The
regional projects in this area (CONSUAC and ADAPCCA) were complementary to
national interventions in El Salvador (Programme to support the National System of
Quality in El Salvador-PROCALIDAD) and in Honduras (Project to support the public
administration and regional integration PAAPIR).

Data,
sourees,
extracts

“Debido a la firma del Protocolo de Modificacion del Acunerdo de Union Adnanera entre Guatemala y
E/ Salvador, enfocd su_actividad bacia el apoyo de la Unidn Aduanera Guatemala-El Salvador y
bacia_el equipamiento de las adnanas periféricas. Fstos suministros fueron bien valorados y causaron
mejoras de rapidez y eficiencia en las adunanas.”

Final Evaluation CONSUAC p 6

“El objetivo “Equipamiento de adnanas periféricas” (objetivo heredado del Proyecto UAC) si se
cumplid, y a satisfaccion de los beneficiarios.”

Final Evalnation CONSUAC p 17

“El diagndstico de las necesidades de equipo se realizo en el marco del Proyecto “Unidn Aduanera
Centroamericana-UAC- en el aio 2006. En el marco del CONSUAC tuvieron lugar as consultorias
siguientes:

o Colaboracion prestada por contraparte de SIECA para la actualizacion de las necesidades de
los paises, en visita de comprobacion de necesidades efectuadas por los Paises miembros.

o Consultoria para los procesos de licitacion para el suministro del equipamiento acordado, de
agosto 2009 a enero 2010, en concepto de ATL.

o Colaboracion de contraparte de SIECA para elaborar el inventario fisico del equipamiento.

Se entregd equipamiento destinado al fortalecimiento y se incrementd la eficiencia de las funciones de las
aduanas periféricas, conforme requerimiento previo de las administraciones aduaneras y atendiendo a sus
necesidades y prioridades.

E/ equipo entregado a cada administracion aduanera, se describe a continnacion:

DESCRIPCION DEL | CR sV GT HN | NI
EQUIPO
Plantas eléctricas 1 3 2 1 2
Equipos aire acondicionado 24 13 15
Computadores de escritorio 15 52 34
Escaner Rayos X 7 2 9
Computadoras portatiles 9
UPS 15 3 52 34
Lectores cédigo de barras 27
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Servidores 3 2
Radio comunicadores 44 30
portatiles

Radio base 3 4
Central telefénica 1

Impresoras laser 20 22
Toéner 60

Camaras de seguridad 29
Medidor de radioactividad 8
Dispositivo de grabacion 1
Bascula industrial 2
Bascula de plataforma 3
Montacargas 1
Teléfonos IP 35
Adaptadores 1P 11
Equipo telecomunicaciones 6
Software de virtualizacion 1
2 MBPS de ancho de banda 1
Impresoras para Boucher 11

Final Evalnation CONSUAC p 34

“De las entrevistas y comprobaciones de campo efectnadas ante las administraciones de adnanas
receptoras del equipamiento facilitado por el proyecto, se establece que:

E/ equipo, principalmente las plantas eléctricas, las basculas de plataforma y el
equipo de telecomunicaciones, fue instalados correctamente.

Se capacitd al personal, que fue designado por las administraciones aduaneras como
responsable de su uso.

E/ equipo se_encuentra_en_condiciones _normales de_funcionamiento y se_estd
utilizando para lo que fue requerido por las administraciones.

E/ equipo suministrado constituye una herramienta muy importante para el
desempenio de las funciones de las oficinas o unidades gue lo utilizan ya que les ha
permitido duplicar o triplicar el rendimiento de trabajo.

Con el suministro del equipo de Rayos X, se ha reducido considerablemente las
horas/ hombres, lo cual redunda en una atencion rdpida y eficiente al usuario.

Las administraciones aduaneras a las que se les suministrd servidores (Direccion de
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Adunanas de El Salvador y Honduras), han manifestado su total satisfaccion y
agradecimientos por suministrarles equipo que es muy valioso para realizar sus
funciones, especialmente para la trasmision electronica de los FAUCAS con
Guatemala.”

Final Evalnation CONSUAC p 35

* e capacitd, de agosto 2008 a noviembre 2010, a 1059 funcionarios de las
administraciones aduaneras y tributarias de los paises de: Costa Rica, El Salvador,
Guatemala, Honduras, Nicaragua y Panamd, y 361 personas del sector privado
relacionados con actividades y operaciones del comercio exterior, y otros involucrados
sobre temas de integracion, adnaneras y tributarias (1420 personas en total).

*  Se impartieron 40 seminarios presenciales en las instalaciones de la ECAT sobre
temas de integracion, adnaneros y tributarios.

*  Seimpartieron 2 Diplomados en Aduana, de 6 mddulos el primero y 7 el segundo y
1 Diplomado en Tributos Internos de 7 mddulos.

*  Se suministraron 6 asistencias técnicas in situ sobre técnicas de aunditoria, a las
administraciones adnaneras de los paises centroamericanos, incluida Panama.

*  Se realizd 1 pasantia al Colegio de Europa, Bélgica, para conocer la experiencia
europea sobre su proceso de integracion y las mejores pricticas aduaneras, con la
participacion de 14 estudiantes de los diplomados, tanto de aduanas como de
tributos que obtuvieron las mejores notas.

*  Se realizd 1 pasantia a la Administracion Federal de Ingresos Pitblicos de la
Argentina (AFIP) para conocer las mejores précticas aduaneras y tributarias, con
la  participacion de 6 funcionarios de las administraciones aduaneras de
Centroameérica y Panama y 5 funcionarios de las administraciones tributarias de
Centroamiérica.

*  Se diseiid y elabord un Curso Virtual en Adnana (e-learning) que consta de 6
mddnlos que administrard y pondrd a disposicion del pitblico en general la SIECA
a través de su pdgina Web, cuando excistan fondos para su adaptacion.”

Final Evalnation CONSUAC p 46

“Curso sobre Reglamento Centroamericano del Origen de las Mercancias, impartido por la contraparte
de SIECA, para funcionarios de aduanas y del sector privado. (El Salvador, 6-11/9/2009).”

Final Evalnation ADAPCCA p 34

“Entrega de € 1.9 millones en equipamientos a laboratorios de adnanas y sanitarios a nivel regional.”
Final Evaluation ADAPCCA p 43

“Programme to support the National System of Quality in El Salvador (PROCALIDAD) — E/
Salvador

Project to support the public administration and regional integration (PAAPIR) — Hondnras

An identification in Panama for the design of a national initiative to strengthen the customs
administration for its incorporation to CA Customs Unions has been taken into account.”

Ficha de accion de PRALAA
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1-3.2.2 — Export time and cost were improved.

Findings
at
indicator
level

The EU support contributed to a significant improvement in export time and cost in
most countries, according to the comparison of the Doing Business index of the World
Bank elaborated for year 2005 and year 2012. The situation remained excellent in
Panama, improved significantly in Costa Rica and in Nicaragua, slightly in El Salvador
and Honduras, but did not improve at all in Guatemala. In Panama, the export time and
cost remained the same over the time scope of the Evaluation in a context where
Panama is ranking number 11 by this WB index in the word for its export and import
procedures. In spite of progress, the exporters wish Customs could be more efficient.
For example, nowhere in the region Customs work 24/24 hours, neither the entire
Saturday.

Data,
sources,
extracts

Customs QVO[edﬂi"&f

Customs procedures are not faster and trade within the region has become more difficnlt than a few years
ago due to the increased insecurity of transport.

Meeting with AGEXPORT
- Fanny Estrada, Directora Ejecutiva
- Invan Bultron, Gerente division desarrollo
- Luis Godoy, Director General

- Ricardo Santa Cruz; Rubi, Director Division Agricola and Pesca
“DOING BUSINESS”; http:/ / doingbusiness.org

Doing Business (World Bank indicator) measures the time and cost (excluding tariffs)
associated with exporting and importing a standardized cargo of goods by sea transport.
The time and cost necessary to complete every official procedure for exporting and
importing the goods are recorded; however, the time and cost for sea transport are not
included. All documents needed by the trader to export or import the goods across the
border are also recorded. The most recent round of data collection for the project was
completed in June 2013.

Costa Rica

Trading Across Borders

Ease Tim | Cost to Tim | Cost to

Docume Docume .

of nts  to|€ to|export | . | to]import

Doing | Ra exp |(US$ . imp | (US$

. export import

Busin |nk ort |per ort |per
(number .| (number .

Econo ess (day | contain (day | contain

my Year |Rank ) s) er) ) s) er)

Costa | DB20
Rica 06 5 35 1,065 5 35 1,100

Costa | DB20
Rica 07 5 35 1,065 5 35 1,100

Costa | DB20
Rica 08 5 17 1,065 5 18 1,100

Costa |DB20 5 17 1,155 5 18 1,190
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Rica 09
Costa | DB20
Rica 10 5 13 1,155 5 14 1,190
Costa | DB20
Rica 11 5 13 1,155 5 14 1,190
Costa | DB20
Rica 12 5 13 1,155 5 14 1,190
Costa | DB20
Rica 13 109 42 |5 13 995 5 14 1,020
Costa | DB20
Rica 14 102 44 |5 13 1,015 5 14 1,070
Source: built from data of Doing Business
El Salvador
Trading Across Borders
Ease Tim | Cost to Tim | Cost to
Docume Docume .
of nts 0| € to | export nts 0| € to | import
Doing | Ra exp |(US$ . imp | (US$
. export import
Busin |nk ort |per ort |per
(number .| (number .
Econo ess (day | contain (day | contain
my Year |Rank ) s) er) ) s) er)
El
Salvad | DB20
or 06 6 22 540 9 30 540
El
Salvad | DB20
or 07 6 22 540 9 30 540
El
Salvad | DB20
or 08 7 21 540 9 18 540
El
Salvad | DB20
or 09 7 14 880 7 10 820
El
Salvad | DB20
or 10 7 14 880 7 10 820
El
Salvad | DB20
or 11 7 14 845 7 10 845
El
Salvad | DB20
ot 12 7 14 845 7 10 845
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El
Salvad | DB20
or 13 115 69 |7 14 980 7 10 980
El
Salvad | DB20
or 14 118 64 |7 13 980 7 10 970
Source: built from data of Doing Business
Guatemala
Trading Across Borders
Ease Tim | Cost to Tim | Cost to
Docum Docum .
of ents  to e to|export ents  to e to|import
Doing | Ra exp |(US$ . imp |(US$
. export import
Busin | nk ort |per ort |per
(numbe .| (numbe .
Econo ess b (day | contain b (day | contain
my Year |Rank ) s) er) ) s) er)
Guatem | DB20
ala 06 7 18 1,783 4 35 1,985
Guatem | DB20
ala 07 7 18 1,783 4 32 1,985
Guatem | DB20
ala 08 9 17 1,052 8 17 1,177
Guatem | DB20
ala 09 8 17 1,182 7 17 1,302
Guatem | DB20
ala 10 8 17 1,182 7 17 1,302
Guatem | DB20
ala 11 8 17 1,182 7 17 1,302
Guatem | DB20
ala 12 8 17 1,127 7 17 1,302
Guatem | DB20
ala 13 93 112 |8 17 1,307 7 17 1,425
Guatem | DB20
ala 14 79 116 | 8 17 1,435 7 17 1,500

Source: built from data of Doing Business

Honduras

Econo

Year

Ease

Trading Across Borders
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my of Tim | Cost to Tim | Cost to
Doing Docume Docume .
' ats  tol€ to | export ats  tol€ to | import
Busin | R, exp |(US$ |. imp | (US$
€ss nk | PO o per mport ¢ per
Rank (numbe (day | contain (numbe (day | contain
r) 1)
s) er) s) er)
Hondu | DB20
ras 06 5 19 1,065 8 22 975
Hondu | DB20
ras 07 5 19 1,065 8 22 975
Hondu | DB20
ras 08 5 19 1,065 8 22 975
Hondu | DB20
ras 09 5 19 1,163 7 22 1,190
Hondu | DB20
ras 10 5 19 1,163 7 22 1,190
Hondu | DB20
ras 11 5 19 1,193 7 22 1,205
Hondu | DB20
ras 12 5 18 1,242 7 22 1,420
Hondu | DB20
ras 13 125 83 |5 12 1,342 7 16 1,510
Hondu | DB20
ras 14 127 84 |5 12 1,345 7 16 1,500
Source: built from data of Doing Business
Nicaragua
Trading Across Borders
Ease Tim | Cost to Tim | Cost to
Docume Docume .
of ot to| € to|export | o to| € to|import
Doing |Ra |70 " ®lexp |(USS$ ims " ®limp |(USS$
Busin | nk Z(p fnbe ort |per (n pI;)lbe ort |per
Econo ess ‘ " (day | contain ) " (day | contain
my Year |Rank ) s) er) s) er)
Nicara | DB20
gua 06 6 38 1,020 7 37 1,020
Nicara | DB20
gua 07 5 36 1,021 5 37 1,054
Nicara | DB20
gua 08 5 36 1,021 5 37 1,054
Nicara | DB20
gua 09 5 29 1,300 5 28 1,420
Final Report July 2015 Annex 1 / Page 135




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA

ADE
Nicara | DB20
gua 10 5 29 1,340 5 28 1,420
Nicara | DB20
gua 11 5 26 1,140 5 25 1,220
Nicara | DB20
gua 12 5 24 1,140 5 23 1,220
Nicara | DB20
gua 13 123 82 |5 21 1,140 5 20 1,245
Nicara | DB20
gua 14 124 82 |5 21 1,140 5 20 1,245
Source: built from data of Doing Business
Panama
Trading Across Borders
Ease Tim | Cost to Tim | Cost to
Docume Docume .
of nts to e to|export nts to e to|import
Doing |Ra exp |[(US$ . imp | (US$
Busi Kk export import
usin | n ort | per ort |per
(number . | (number .
Econo ess (day | contain (day | contain
my Year |Rank ) s) er) ) s) er)
Panam | DB20
a 06 3 10 450 3 9 850
Panam | DB20
a 07 3 10 450 3 9 850
Panam | DB20
a 08 3 10 450 3 9 850
Panam | DB20
a 09 3 10 529 3 9 879
Panam | DB20
a 10 3 10 529 3 9 879
Panam | DB20
a 11 3 10 565 3 9 915
Panam | DB20
a 12 3 10 615 3 9 965
Panam | DB20
a 13 61 11 |3 10 615 3 9 965
Panam | DB20
a 14 55 11 |3 10 625 3 9 965
Source: built from data of Doing Business
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1-3.2.3 — Import time and cost were improved

Findings The EU interventions improved import time and cost in all countries. Panama remained

at during the time scope of the evaluation one of the countries with the most efficient

indicator | import procedures. In Costa Rica and El Salvador the situation improved significantly,

T while the situation improved slightly in Nicaragua and Guatemala. In Panama, the
situation did not improve but Panama was already ranked as having one of the most
efficient import procedures, in terms of number of documents, time and cost.

Data, Aduanas

SOUrCeES, In spite of progress, the exporters wish Customs conld be more efficient. Nowhere in the region Customs

exctracts

work 24/ 24 hours, neither the entire Saturday.

Meeting with Juan Bulnes, Secretario Asociacion Panamena de Exportadores (APEX)
April 2. Panama

Also see tables built from Doing Business under section 3.2.2 above.

JC 3.3 — The EU contributed to the development of a common market

Statement
on JC3.3

Trade competition policies are discussed thanks to the network RECAC (Red de
Coordinacion de Agencias de Competencia) but trade competition policies are far from
being harmonized in the region. Panama has a strong Competition Agency, which is not
the case for other countries. A telling example of a dominant position is the case of the
Costa Rican company Dos Pinos (milk products).

The programme ADAPCCA did a good technical work on competition policy, but the
countries of the Central American Customs Union expressed no interest in the matter.
Only El Salvador and Costa Rica had a competition policy. More: there was no
consensus on putting the issue on the agenda of regional economic integration, although
it is part of the Association Agreement. Under the commitments of the AA, the region
is supposed to have a harmonized regime before 2021.

The progress in harmonization of intellectual property was limited to the issue of
geographic indications. However judges, prosecutors and customs officials were trained.
Some benefited from an internship in Mexico on the "Tequila" case.

The EU efforts did not result as planned in the adoption of a common trade safeguards
policy. The beneficiary countries received assistance for a revision of trade safeguard
policies, but this did not lead to the adoption of common trade safeguard policies. The
CA countries slowed down the programme ADAPCCA on this subject because they did
not want to release their positions while they were negotiating the AA.

1-3.3.1 — The region implements a common competition policy

Findings
at
indicator

level

Trade competition policies are discussed thanks to the network RECAC (Red de
Coordinacion de Agencias de Competencia) but trade competition policies are far from
being harmonized in the region. Panama has a strong Competition Agency, which is not
the case for other countries. A telling example of a dominant position is the case of the
Costa Rican company Dos Pinos (milk products).

The programme ADAPCCA did a good technical work on competition policy, but the
countries of the Central American Customs Union expressed no interest in the matter.
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Only EI Salvador and Costa Rica had a competition policy. More: there was no
consensus on putting the issue on the agenda of regional economic integration, although
it is part of the Association Agreement. Under the commitments of the AA, the region
is supposed to have a harmonized regime before 2021.

Data,
sources,
extracts

Competition poliey The programme ADAPCCA did a good technical work on competition policy, but
it was not adopted.

Meeting with
- Ruben Najera, Director of PRACAMS
- Palmira Lopez-Fresno, Jefe ATI

Trade Competition

Trade competition policies are discussed thanks to the network RECAC (Red de Coordinacion de
Agencias de Competencia) but trade competition policies are far from being harmoniged in the region.
Panama has a strong Competition Agency, which is not the case for other countries. A telling example
of a dominant position is the case of the Costarican company Dos Pinos (milk products).

Meeting with Alexis Pineda, Director Nacional, Officina de Negociaciones Comerciales, Panama

Competition policy

The region registers no progress, rather it is going backwards.

Meeting with Juan Bulnes, Secretario Asociacion Panamena de Exportadores (APEX)
April 2. Panama

Competition policy

Guatemala is the only country of the region that has no law nor any anthority protecting competition. A
project of Law will be soon presented to Congress, but it will not protect competition. Under the
commitments of the AA, Guatemala will adopt a competition law in 2017 and the region is supposed
to have an harmonized regime before 2021.

Meeting with AGEXPORT
- Fanny Estrada, Directora Ejecutiva
- Invan Bultron, Gerente division desarrollo
- Luis Godoy, Director General
- Ricardo Santa Cruz; Rubi, Director Division Agricola and Pesca

“..en competencia y en comercio de servicios no hubo interés de parte de los paises. .. Por ello, la eficacia
(0 efectividad) ha sido variable segin el Resultado y Actividad concretos, siendo en unos muy alto
(sanitario/ fitosanitario- MST, normas técnicas- NT, transporte, etc.), y en otros (propiedad intelectnal,
competencia, etc.) bastante limitados. ..

En el Segundo Componente, con un desembolso de solo € 474,791, se ha gastado relativamente poco
debido en parte a que unos Componentes (Migraciones y Medio Ambiente) no tuvieron casi actividad
(en Migraciones se higo una base de datos de normativas migratorias y en Medio Ambiente nada), y en
otros dos Componentes se trabajo muy marginalmente (Competencia y Propiedad Intelectual).”

Final Evaluation of ADAPCCA p 5
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“Indicador 2.1.1. Politicas de competencia nacionales elaboradas en los 5 Estados Parte como
precondicion para una politica de competencia regional comiin al final del proyecto

Logro del Indicador: No se cumplio el indicador, ya que las politicas de competencia ya estaban
elaboradas en El Salvador y Costa Rica, y en los demas paises no se avanz.

Actividad 2.1.2. Realizar actividades de apoyo al Grupo de Trabajo de Politica de Competencia en la
Integracion Econdmica:

7)) Realizacion estudios sectoriales (3) prioritarios para el buen funcionamiento de la Union
Aduanera, en coordinacion con la CEPAL, institucion que ha apoyado a la region en este
tema

i)  Un Sistema de Informacion Regional de Politicas de Competencia ha  coadyuvado
decididamente a informar a los sectores privados y priblico en general, sobre este tema y sus
implicaciones sobre el espacio aduanero comiin y el resto de politicas econdmicas y comerciales
dentro de la Union Aduanera

ui)  Apoyo técnico en materia de capacitacion e intercambio de experiencias en materia de
normativas comunitarias de politica de competencia

Indicador 2.1.2. La politica de competencia es parte de la agenda econdmica regional

Logro del Indicador:

E/ indicador no se ba cumplido. La actividad ¢ impacto han sido mny bajos, ya que se han realizado
solo acciones puntuales (estudio de situacion), pero sin un enfoque regional. Segin se menciona en
repetidas entrevistas, NO existe atin consenso en que la politica de competencia sea parte de la agenda
de integracion regional, pero es un compromiso del AdA.

Actividad 2.1.3. Instituciones nacionales:

7)  Propuesta de apoyo técnico para el diseiio de normativa especifica en los paises de la region que
10 cuentan con legislacion de competencia de manera que resulte compatible con las normativas
regionales.

1) Asistencia técnica, capacitacion e intercambio de experiencias en materia de normativas y
prcticas nacionales de Politica de Competencia de manera que resulte compatible con las
normativas regionales.

Indicador 2.1.3. No existe en el Marco Ldgico de referencia indicador para esta actividad

Logro del Indicador:

Se ha cumplido parcialmente el indicador, ya que se han realiado pocas acciones como:

*  Propuesta de apoyo técnico para el diserio de normativa especifica en los paises de la region que
10 cuentan con legislacion de competencia de manera que resulte compatible con las normativas
regionales.
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* Se han financiado viajes ¢ intercambio de experiencias del grupo regional de politica de
competencia

*  Se ha realizado un estudio base de ATI sobre la relacion entre politica de competencia y
Unidn Adnanera.

*  Se apoyd la realizacion de dos Foros de Competencia Regionales (el 1 y el 11, el tercero en
2010 ya no se puedo financiar y lo hizo el BID). Estos foros han resultado muy ditiles, pues
han sido la primera actividad realizada por los paises sobre esta temadtica

Actividad 2.1.4.  Realizacion de actividades de informacion, sensibilizacion y capacitacion.

7)  Diseito ¢ implementacion de programas locales y regionales de fomento a la cultura de la
competencia. Especial énfasis en la Asamblea 1egislativa y organismos judiciales de cada
pais, gremios del sector privado y academia

12)  Diseiio e implementaciin de un plan de capacitacion y difusion sobre la politica de competencia
a nivel regional y en cada uno de los paises

Indicador 2.1.4. No existe en el Marco Ldgico de referencia indicador para esta actividad

Logro del Indicador:

No se han realizado actividades de informacion o promocion en los paises (excepto los Foros
mencionados en la A-2.13).”

Final Evaluation of ADAPCCA p 58

1-3.3.2 — Intellectual property rules have been harmonized

Findings The progress in harmonization of intellectual property was limited to the issue of
. geographic indications. However judges, prosecutors and customs officials were trained.
indicator | Some benefited from an internship in Mexico on the "Tequila" case.
level
Data, “... en propiedad intelectual se centrd en dimensiones complementarias de normas de origen e
soures, indicaciones geogrdficas,... Por ello, la eficacia (0 efectividad) ha sido variable segin el Resultado y
exctracts Actividad concretos, siendo en unos muy alto (sanitario/ fitosanitario- MST, normas técnicas- NT,
transporte, etc.), y en otros (propiedad intelectual, competencia, etc.) bastante limitados. ..”
Final Evaluation ADAPCCA p 5
Table 3.12: Avances en Politicas Comunes a la fecha
s Formulacié Adopcié Aplicaci6 Evaluacion
Politica o
Seguimiento
Arancelaria X X X X
Tributaria -
Comercial X (AdA)
Sanitaria y Fitosanitaria | X X X X
Final Report July 2015 Annex 1 / Page 140




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

Normativa Técnica X X X X
Comeco e S35 | 0| | X0
zi)lrlitcrlg\rflersias de X X X X
Competencia X

Migratoria -

Propiedad Intelectual | X (IG/DO)

Comercio y Ambiente | -

Transporte X X X X

Final Evalnation ADAPCCA page 61

“Actividad 2.3.1. Realizacion de estudios, actividades de asistencia técnica, programas de capacitacion,
intercambio de experiencias y sensibilizacion para la formulacion y/o armonigacion del marco legal
regional relativo a derechos de propiedad intelectual y derechos conexos, en el contexto de la Unidn
Adnanera Centroamericana.

Indicador 2.3.1. No existe en el Marco Ldgico de referencia indicador para esta actividad

Logro del Indicador:

No se ha cumplido ¢l indicador, si bien se realizaron algunas reuniones del grupo de propiedad
intelectnal al que acudid un funcionario de la SIECA con fondos del proyecto.

Actividad 2.3.2. Desarrollo ¢ inmplementacion de un mecanismo regional de intercambio de informacion
para apoyar la aplicacion de los derechos de propiedad intelectnal y derechos conexos.

Indicador 2.3.2. No existe en el Marco Ldgico de referencia indicador para esta actividad

Logro del Indicador:

No se ha cumplido, ya que no se realizaron Acciones en esta Actividad.

Actividad 2.3.3. Prestacion de asistencia técnica, capacitacion e intercambio de experiencias para el
Jortalecimiento de la capacidad y especializacion de las antoridades responsables de proteger los derechos
de propiedad intelectual y los derechos conexos en el territorio de la Union Adnanera Centroamericana.

Indicador 2.3. Realizacion de al menos 2 seminarios de capacitacion cada aito (2008-2009) en los 5
Estados Parte y a nivel regional, con el fin de contar con un minimo de 10 elementos juridicos en el drea
de derechos de propiedad intelectual armonizados y aplicados en los 5 Estados Parte
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Logro del Indicador:

o  Se cumplid parcialmente, ya que se capacitaron jueces, fiscales y funcionarios aduaneros y se realizd
una pasantia en México sobre el caso “Iequila”.

®  No alcanzado el indicador de celebrar 4 (2 por 2 arios) seminarios en cada uno de los 5 paises.

o En general, este Resultado ha tenido un impacto bajo, si bien en temas especificos como Indicaciones
Geogrdficas se ha avanzado algo, tanto en la SIECA como en varios paises, tanto en comprension
de su importancia en la implementacion del AdA como de sus mecanismos de registro y defensa.

Actividad 2.3.4. Asistencia técnica para la evalnacion de la sitnacion y perspectivas de la
implementacion a nivel regional de los artienlos 17, 22, 23 del ADPIC.

Indicador 2.3.4. No existe en el Marco Ldgico de referencia indicador para esta actividad
Logro del Indicador:

No se ha cumplido, ya que no se realizaron Acciones en esta Actividad.
Final Evaluation ADAPCCA p 25

1-3.3.3 — The region adopted common trade safeguards policies

Findings The EU efforts did not result as planned in the adoption of a common trade safeguards
at policy. The beneficiary countries received assistance for a revision of trade safeguard
indicator | POlicies, but this did not lead to the adoption of common trade safeguard policies. The
T CA countries slowed down the programme ADAPCCA on this subject because they did
not want to release their positions while they were negotiating the AA.
Data, Safeguard policies
SOUTCEs, The CA countries stowed down the programme ADAPCCA on this subject becanse they did not want
eXIracts | 1y release their positions while they were negotiating the AA.
Meeting with
- Ruben Najera, Director of PRACAMS
- Palmira Lopez-Fresno, Jefe ATI
Safegnard policies
No progress since every common policy adopted is hampered by the fact that every country remain
sovereign in its application.
Meeting with Juan Bulnes, Secretario Asociacion Panamena de Exportadores (APEX)
April 2. Panama
“Los resultados esperados han sido alcangados en muy distinta medida segrin actividades: se han
obtenido buenos resultados a través de asistencia téenica y apoyo financiero del proyecto en las politicas
sanitarias/ fitosanitarias (MST), en normas técnicas (IN'T) y mds limitados en soluciones de
controversias y comercio de servicios e inversiones en el Componente 1.”
Final Evaluation of ADAPCCA, p 16
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*  “Seprestd asistencia técnica a los paises y a sus foros regionales para la revision y
actualizacion del Reglamento de Pricticas desleales de comercio.

*  Se prestd asistencia técnica a los paises y a sus foros regionales para la revision y
actualizacion del Reglamento de Salvagnardias.”

Final Evalnation of ADAPCCA, p 40

o “No se ha avanzado durante el proyecto en elaborar una propuesta de politica comercial comiin, ni
dreas relacionadas como en converger en la aplicacion de medidas contra las prdcticas desleales de
comercio ni en las clausnlas de salvagnardias.

o Sejustifica la falta de estas actividades en que no habia demanda de los paises; sin embargo en
algunas entrevistas realizadas se menciona que algunos paises tenian interés en armonizar al menos
los Reglamentos de prdcticas desleales de comercio y de salvagnardias.”

Final Evaluation of ADAPCCA, p 41

JC 3.4 — Intra and extra regional trade progressed significantly

Statement
on JC3.4

The EU support was meant to increase intra and extra regional trade in goods. Total
trade of CA grew by 62 percent between 2006 and 2012. Exports grew by 76 percent.
The share of intra-regional trade without free zones stagnated around 25 %. None of
the CA countries increased its share of intra-regional exports. El Salvador was in 2012
the country with the highest share of goods imported by the region (46 percent).

These calculations are based on SIECA statistics that exclude free zone goods.
Considering that free zone activities developed during the time scope of the evaluation
and that their destination is not regional, the level of trade integration is even less than
calculated above.

This share is likely to go further down in coming years due to the growth of trade with
China. The exports of the region to China are still very limited, but grew by 33 % over
the period 2001-2011 while its total exports grew only by 14 %.

The region does not have data on trade in services.

The EU support to regional integration did not result in a growth of the share of
intraregional FDI. FDI inflows in CA registered a strong fall from US§ 7.8 million in
2008, to US$ 4.5 million in 2009, due to the world economic crisis, and picked up again
in 2010, 2011 and 2012, but the level of US$ 8.9 million reached in 2012 is only a small
growth in real terms against the level of 2007, that is US§ 7.2 million. The information
provided by ECLAC indicates that the share of FDI from the Central American region
remains minimal.

1-3.4.1 — Growth of intra and extra regional trade in goods

Findings
at
indicator

level

The EU support was meant to increase intra and extra regional trade in goods. Total
trade of CA grew by 62 percent between 2006 and 2012. Exports grew by 76 percent.
The share of intra-regional trade without free zones stagnated around 25 %. None of
the CA countries increased its share of intra-regional exports. El Salvador was in 2012
the country with the highest share of goods imported by the region (46 percent).

These calculations are based on SIECA statistics that exclude free zone goods.
Considering that free zone activities developed during the time scope of the evaluation
and that their destination is not regional, the level of trade integration is even less than
calculated above.

This share is likely to go further down in coming years due to the growth of trade with
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China. The exports of the region to China are still very limited, but grew by 33 % over
the period 2001-2011 while its total exports grew only by 14 %.

Data, Trade in goods
sonres, SIECA trade statistics are elaborated from Central Bank statistics relying on Customs statistics. They

exctracts | exclude imports and exports of free Jones.

The share of intra-regional trade, around 25 % bas been stagnating if not going down over the recent
years. This is due to the importance of free zome exports, beginning with the importance of Intel exports
in CR. 1t is also due to the growth of trade with China. The exports of the region to China grew by 33
% over the period 2001-2011 while its total exports grew only by 14 %.

Meeting with Eduardo Espinoza, jefe Unidad Estadistica, SIECA

The value of the commercial exchange of goods from Central America to the world has evolved very
Sfavourably in recent years. Trade (exports + imports) grew at an average annual rate of 10.1 percent
over the period 2005-2011. In that period, the valne of goods exported by Central America in the
world displayed a very dynamic behavior, growing at an average annnal rate of 11.1 percent despite the
Sact that they were affected in 2009 by the fall of the market of the United States of America, which is
the main trading partner of the region. The exports registered a recovery in 2011 growing at an annual
average rate of 16.0 percent against 2009.

Meanwhile, the valne of imports also showed a dynamic behavior in the period, with a permanent
upward trend, growing at an average annual rate of 9.6 percent. Like exports, these were affected in the
year 2009 by the financial crisis that affected the world trade, but recovered in 2011 to grow at an
average rate annual del19.5 percent compared to the year 2009.

Source: Exctract transiated from:
http://www.sieca.int/Documentos/DocumentosMostrar.aspx?Segmentold=2&Docum
entold=3325

Centroamérica: Comercio de Mercancias con el mundo, US$ millon
QI&I % Growtt

Pais/Afio 2006 2007 2008 2009 2010 2011 2012 12013 2006-2012

CA — = = = — — — —
Intercambi 53,61 | 63,01 | 72,22 (57,99 | 67,81 | 81,65 |86,61 | 57,88

o 4 3 7 5 3 1 3 6 62
Exportacion | 16,87 19,89 |22,28 120,20 | 23,22 [27,80 |29,63 | 19,84

es 0 8 2 8 1 3 6 2 76
Importacion | 36,74 43,11 | 49,94 | 37,78 | 44,59 |53,84 |56,97 | 38,04

es 4 5 5 7 2 8 7 4 55
Costa Rica |--- - - - - - - -
Intercambi (19,07 (21,45 |24,49 (19,82 | 22,71 | 26,14 (28,17 [19,08

o 3 0 8 0 1 1 6 7 48
Exportacion 10,21 11,15

es 7,790 | 8,865 9,313 |8,534 19,271 |9 4 7,536 |43
Importacion | 11,28 | 12,58 15,18 | 11,28 | 13,44 115,92 |17,02 | 11,55

es 3 5 5 6 0 2 2 1 51
El Salvador |--- - - - - - - -
Intercambi 10,71 | 12,08 11,27 13,56 | 13,78

o 8,942 |1 5 9,641 (3 8 5 9,809 |54
Exportacion

es 2,251 12,790 | 3,272 12,921 | 3,471 |4,240 14,233 | 3,012 |88
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Importacion
es

43

Guatemala

Intercambi
o

60

Exportacion
es

7,061

7,146

92

Importacion
es

14,53
5

14,87
3

48

Honduras

Intercambi
o

7,739

9,753

6 8,586

9,947

13,01
8

13,92
0

8,846

80

Exportacion
es

2,096

2,529

2,362

2,819

4,002

4,416

2,742

111

Importacion
es

5,643

7,224

6,224

7,128

9,016

9,504

6,104

68

Nicaragua

Intercambi
o

4,071

4,733

5,782 | 4,874

6,039

7,328

8,713

5,317

114

Exportacion
es

1,017

1,194

1,487 11,393

1,848

2,281

2,687

1,685

164

Importacion
es

3,054

3,539

4,295 |3,481

4,191

5,047

6,026

3,632

97

Source: elaborated from SIECA statistics. NB Does not include Free Zones

Total intraregional trade grew by 66 percent over the same period. El Salvador was the

country that increased most its intraregional trade (by 76 percent).

Centroamérica: Comercio Intrareg

ional de Mercancias, US$ millon

QI&I % Growth

Pais/Afio 2006 2007 2008 2009 2010 2011 2012 TI2013 2006-2012
CA — | - - - - - - -
Intercambi (9,17 |10,89 |12,63 | 10,87 11,78 | 14,28 |15,18
o 2 4 3 7 2 6 6 11,454 | 66
Exportacion |4,59
es 0 5,438 6,414 15,389 | 6,155 7,245 | 7,473 | 5,636 |63
Importacion | 4,58
es 2 5,456 6,219 |5,488 | 5,627 [ 7,041 7,713 | 5,818 |68
Costa Rica |- |- - -—- - - - -
Intercambi | 1,48
o 7 1,691 |2,025 [1,677 | 1,937 | 2,250 (2,342 | 2,143 |57
Exportacion | 1,06
es 1 1,181 [ 1,406 | 1,138 | 1,292 | 1,434 | 1,498 | 1,380 |41
Importacion
es 426 1510 [619 539 645 |[816 [844 |763 98
El Salvador |--—- |--- - - - - - -
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Intercambi | 2,31
o 9 2,715 | 3,139 | 2,823 | 3,117 | 3,752

3,841

2,750

66

Exportacion | 1,12
es 6 1,339 {1,617 1,389 | 1,586 [ 1,906

1,987

1,446

76

Importacion | 1,19
es 3 1,376 {1,522 1,434 | 1,531 [ 1,846

1,854

1,304

55

Guatemala |--- — - - — o

Intercambi | 2,66
o 1 3,179 (3,672 | 3,098 | 3,586 | 4,138

4,222

3,266

59

Exportacion | 1,57
es 8 1,875 12,221 | 1,867 (2,243 | 2,644

2,659

1,804

69

Importacion | 1,08
es 3 1,304 {1,451 (1,231 | 1,343 [ 1,539

1,563

1,462

44

Honduras

Intercambi | 1,69
o 7 2,106 (2,391 {2,020 | 1,831 | 2,530

2,634

2,088

55

Exportacion
es 474 611 [673 |546 | 619 |814

816

650

72

Importacion | 1,22
es 3 1,495 {1,718 [1,474 1,212 [ 1,716

1,818

1,438

49

Nicaragua — — — - . L

Intercambi | 1,00
o 8 1,203 | 1,406 | 1,259 |1,311 | 1,571

1,747

1,207

73

Exportacion
es 351 432 497 [449 [415 [447

513

356

46

Importacion
es 657 [771 909 [810 896 [1,124

1,234

851

88

Share of CA intra-regional trade (2006-2012)

Share of intra- Share of intra-

Source: elaborated from SIECA statistics. NB Does not include Free Zones

regional trade | regional  trade
Pais/Aflo 2006 2012 2006 2012
CA - —
Intercamb
io 53,614 | 86,613 | 17 18
Exportacio
nes 16,870 | 29,636 | 27 25
Importacio
nes 36,744 156,977 | 12 14
Costa Rica | --- -
Intercamb
io 19,073 | 28,176 | 8 8
Exportacio
nes 7,790 11,154 |14 13
Importacio
nes 11,283 | 17,022 | 4 5
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El

Salvador
Intercamb
io 8,942 | 13,785 |26 28
Exportacio
nes 2,251 4,233 |50 47
Importacio
nes 6,091 19,552 |18 19

Guatemala | --- ---
Intercamb
io 13,789 | 22,019 | 19 19
Exportacio
nes 3,716 | 7,146 |42 37
Importacio
nes 10,073 | 14,873 | 11 11

Honduras | --- -
Intercamb
io 7,739 |13,920 |22 19
Exportacio
nes 2,096 |4,416 |23 18
Importacio
nes 5,643 19,504 |22 19

Nicaragua | --- -—-
Intercamb
io 4,071 |8,713 |25 20
Exportacio
nes 1,017 |2,687 |35 19
Importacio
nes 3,054 6,026 |22 20
Source: elaborated from SIECA statistics. NB Does not include Free Zones

“Trade flow in goods between the EU and Central America has increase significantly, by 15% in
average between 2008 and 2012, up to € 14,9 billion.
The EU's share in Central American trade bas remained largely stable at 11.3 percent in 2012.
Historically the bulk of most Central America conntries trade is with the USA and Latin America,
and it is only recently that the region has actively sought to increase its trade with Europe and Asia.
o EU imports from Central America are dominated by office and machinery and transport
equipment (59.6 percent) and agricultural products (30.1 percent in 2012).
o The most important exports from the EU to Central America are machinery and transport
equipment (47.2 percent) and chemicals (21.5 percent in 2012).”
Portal of DG Trade of the EU Commission

1-3.4.2 — Growth of intra and extra regional trade in services

Findings
at
indicator

level

The region does not have data on trade in services.
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Data,
sources,
extracts

Not yet available.

I-3.4.3 — Share of intraregional investment in total foreign direct investment (FDI)

Findings
at
indicator

level

The EU support to regional integration did not result in a growth of the share of
intraregional FDI. FDI inflows in CA registered a strong fall from US$ 7.8 million in
2008, to US$ 4.5 million in 2009, due to the world economic crisis, and picked up again
in 2010, 2011 and 2012, but the level of US$ 8.9 million reached in 2012 is only a small
growth in real terms against the level of 2007, that is US$ 7.2 million. The information
provided by ECLAC indicates that the share of FDI from the Central American region
remains minimal.

Data,
sources,
extracts

Results of economic integration

In any case, it will be difficult for Panama and the region to increase the share intra-
regional trade, given the size and differences in their economies.

The story seems to be different in terms of services, where exports keep on developing.

Concerning integration through investments, they tend to continue to be more at the
initiative of multinationals than companies of the region.

Interview Ahmed Elias Moron, Director Nacional de Industrias y Desarrollo
Empresarial, Ministerio de Comercio E industrias (MIFIC),Panama

Since 1993, the AL-INVEST programme bas been facilitating inter-national activities by Latin
American small and medinm enterprises (SMEs) through a network of Latin American and
European business organigations which provides business services and technical assistance. Between
1993 and 2008, AL INVEST generated cross-border business totaling €513 million. Phase 117
(2009-2012) aims to promote social cobesion and regional integration by sup-porting international
activities for SMEs whose participation in foreign markets can result in benefits for local development as
well as closer relations among Latin American countries and the EU. The EU contribution amonnts to
a total of €50 million for the period 2009-2012 AL-INVEST IV is implemented by three consortia
of partners be-longing to three distinct geographic sub-regions of Latin America. The Mercosur-Chile-
Venezuela consortium is led by the National Confederation of Industries (CNI) of Brazil. The
consortinm for Mexcico-Central America-Cuba is headed by Nacional Financiera SNC (NAFIN), of
Mexcico and that of the Andean Region by the Chamber of Industries and Trade of Santa Cruzg
(CAINCO) of Bolivia.”

European Union — Latin America Development Cooperation Guide Update 2070

FDI inflows in Central America

Country 2000- 2007 2008 2009 2010 2011 2012

2006
Central 3046 7 278 7769 4 515 6 228 8 305 8 876
America
Costa Rica 747 1 896 2078 1347 1466 2157 2 265
El Salvador 311 1551 903 306 117 385 516
Guatemala 370 745 754 600 806 1026 1207

Final Report

July 2015 Annex 1 / Page 148




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA

ADE
Honduras 454 928 1 006 509 969 1014 1059
Nicaragua 229 382 626 434 508 968 810
Panama 935 1777 2402 1259 2363 2755 3020

“FDI flows in Central America have regained the momentum they had in the years before the 2008

crisis, with some countries in the sub region (Costa Rica, Guatemala, Honduras and Panama) reaching
record levels of FDI in 2012. FDI to Central America as a whole grew by 7 percent over 2011.

The strongest growth was in El Salvador (34% increase), followed by Guatemala (18%), Panama
(10%), Costa Rica (5%) and Honduras (4%). FDI income in Nicaragua fell by 16%.”

ECLAC - Foreign Direct Investment in Latin America and the Caribbean - 2012.- p 23

“Panama is still the principal receiver of FDI in this sub region: US§ 3.020 billion (34% of the total)
in 2012. Although there are no official data on FDI-receiving sectors, data on mergers, acquisitions and
investment projects announced in 2012 indicate that a large share of FDI went fo services, especially
logistics, energy and the construction industry. Noteworthy among the announcements made in 2012 are
the investment by Brazil's GMR Energia in the energy sector, and the investment by Denmark’s AP
Moller-Maersk in maritime transport logistics. The Swiss company Glencore International increased its
equity interest in the mining company Samref Overseas; the USS 480 million investment was the largest
that Panama received in 2012, underscoring the growing importance of 33.”

ECLAC - Foreign Direct Investment in Latin America and the Caribbean — 2012 - p 32

“The bunoyant food industry (particularly the dairy sector) was on the receiving end of substantial
investments: Colombia’s Grupo Nutresa acquired the Central American ice cream company
Panamanian American Franchising Corp (AFC) for US$ 110 million.

Costa Rica maintained its position as the second leading destination for FDI in Central America
(26% of the total). According to official estimates, FDI totaled US§ 2.26 million, a 5% increase over
2011. Costa Rica is consistently a strong draw for greenfield projects, primarily in the services sector, in
keeping with the trend that began in 2011 with the liberalization of activities such as
telecommunications. This drove the share of FDI flowing to the manufacturing sector down from an
average 46% during the past decade to 25% in 2012. In the manufacturing sector, Colombia’s Pintuco
acquired the paint maker and distributor Grupo Kativo. Sealed Air Corporation, ArthroCare,
ATEK Companies, Covidien and Nitinol Devices & Components (NDC) made investments related
to the medical device industry.

Forty high-technology greenfield projects in advanced manufacturing, life sciences and certain services
accounted for 27% of imward FDI in 2012. Infosys, based in India, will establish a service centre to
serve the United States market and support its growing operations in Latin America. EPC Ingenieria,
the first Korean-owned service company in Costa Rica, located its new engineering and design centre
there. It plans to invest USE 3 million during 2012-2015. The German power project developer Juwi
announced a US§ 155 million investment. Other announcements included investments in information
technology (software and technological services) and business services (Amazon, Honeywell, Thomson
Reuters and Telefonica, among others).
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According to preliminary figures, FDI flowing into El Salvador totaled US§ 516 million in 2012.
This is a 34% increase over 2011 and accounts for 6% of the investments made in Central America.
The main receiving sectors were financial services (44%) and manufacturing (43%). AES, a power
generation and distribution company based in the United States, invested US§ 26.1 million in
infrastructure  in  2012. Ubiquity Global Services, a business process outsourcing comparny
headquartered in the United States, invested US§ 2 million in opening a call centre. Taiwan-based
Speedtech Energy Co. (which designs and manufactures solar and LLED lighting products) and the
Government of El Salvador signed a letter of intent for a substantial investment to begin operations in
the country. In 2012, Speedtech made an initial investment of US§ 2 million. Competition policy issues
kept some of the investments announced (like the purchase of Digicel by Amiérica Movil) from moving
abead. The government has conducted investment roadshows in Brazil, Viet Nam and conntries in
Central America and elsewbhere.

Guatemala received US$ 1.207 billion in FDI —18% more than in 20171 and a record high. Despite
being the largest economy in Central America, it ranked third among the receivers of FDI flows, at
14% of the total for the sub region. Data by sector show that the main recipient sectors were natural
resonrces (26%), followed by banking and commerce (19% each). The largest project announced in
2012 was the nearly US$ 500 million that the Canadian mining company Taboe Resources plans to
invest for working a silver deposit. South Korea’s Sollensys, which makes touch screens and cellular
phones, announced a USF 20 million investment to build a plant. Colombian-owned Empresa de
Energia de Bogota will invest more than US§ 300 million in expanding the power transmission system.
In December 2011, Telefonica Guatemala announced a USE 20 million investment in remodeling a
number of its stoves and opening two new locations as part of its domestic expansion strategy. In 2012,
Mexcico’s Grupo Herdez; and Grupo Financiero Ficobsa of Honduras began operations in Guatemala.

During 2012, Hondnras received US$ 1.06 billion in FDI —a 12-year high that was 4.3% muore
than in 2011. Telecommunications continued to be the strongest draw. It took in USE 295.4 million in
2012 (27.9% of total FDI for the year), and it is the economic activity that has received the most
foreign capital over the past 10 years. However, FDI targeting telecommunications dropped 21.5%.”

ECLAC - Foreign Direct Investment in Latin America and the Caribbean - 2012. Chapter 1.

ANNEXES
COMPLEMENTARITY OF UAC, CONSUAC AND ADAPCCA
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Source: Final Evaluation of CONSUAC

PROGRAMMES SUPPORTING REGIONAL INTEGRATION AND TRADE
IN CA

Ongoing EU programmes:

Programme to support the creation of a regional system for quality control and the
application of sanitary and phytosanitary measures in CA (PRACAMS) — Regional;

1T Programme to Support the Regional Integration of CA (PAIRCA II) — Regional;
Facilitation Project for the participation of Guatemala in the Regional Integration
Process and the Association Agreement between CA and the EU — Guatemala;
Programme to support the National System of Quality in El Salvador (PROCALIDAD)
— El Salvador;

Support Project to the business and investment climate (PRAMECLIN) — Nicaragua;
Assistance Cooperation Project for the strengthening of SMEs competitiveness —
Nicaragua;

Project to support the public administration and regional integration (PAAPIR) —
Hondutas;

Identification in Panama for the design of a national initiative to strengthen the
customs administration for its incorporation to CA Customs Unions has been taken into
account.

Cooperation projects administered/ coordinated by STECA:
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® Trade Facilitation for Regional Integration World Bank;
e Elaboration of the trade facilitation agenda, IADB;

e SIECA's Institutional Strengthening Programme, Wozld Bank.

Other regional or multi-country projects from other donors related to specific
components;

Regional Technical Assistance Programme for Central America (CAPTAC) — IMF;
Mesoamerica Programme (Plan Puebla Panama), - IDAB and other donors;

Normative and Institutional Framework for a Regional Competition Policy - IADB.

U
OTHER RELEVANT INFORMATION (NOT CAPTURED ELSEWHERE IN THIS EQ)

Table 3.2:

Summary of projects/programs reviewed — CONSUAC

“Consolidacion de la Union Aduanera Centroamericana” (CONSUAC).

29/11/2006 - 29/05/2011

Total budget € 7.5 million, EU contribution € 7 million

Direct Beneficiary

e Type of Support Main Outputs
At regional and Workshops Transformation and
national levels Training implementation of the
At macro and meso « . institutional framework for
level Learning by the implementation of the
At micro level Doing” Central American customs
LTTA union;
ST TA Operation and sustainability

The direct
beneficiaries of the
project (paragraph
1.2. of TAP of the
FA) are:

The economic

Purchase of
equipement for
Customs

Purchase of
software for

of the system of information
of Central American
Customs (SIAUCA);

Operation and sustainability
of the computerized
integrated tariff (AIC);

actors Customs
(producets, Studies Training in customs and tax
workers, matters and consolidation of
exporters, the Central American School
importers, of customs and tax (ECAT);
consumers); Public information and

e  Council of promotion of the advances
Ministers of and benefits of the Customs
economic Union, as a means to
integration promote its appropriation by
(COMIECO); the Central American

e  National societies.
customs;
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SIECA;

Institutions
linked to the
administration
of the Customs
Union.

Table 3.3:

Summary of projects/ programmes reviewed — ADAPCCA

Programa de Apoyo al Disefio y Aplicacion de Politicas Comunes en

Centroamérica (ADAPCCA)

April 2006- June 2011

Total Budget: € 11,4 million - EC Contribution: € 10 million

Direct Beneficiary | Type of .
Organisation Support Main Outputs
At regional and - Se estan aplicando ya en varios paises
national levels Interna | centroamericanos algunas de las
At macro and tional TA normativas, reglamentos, manuales y
meso level - Local procedimientos, etc., generados
At micro level TA gracias al apoyo del proyecto (sobre
) Studies todo en MSF, NT, transporte,
inversiones, etc.), incluso algunas de
The direct - . . | forma voluntaria antes de ser
beneficiaries are Trainin | ,probadas por COMIECO. También
- The "operators" g es demostrable el impacto en la
(producers, - mejora, variedad y calidad de los
workers, exporters, Twinni | analisis de los suministros de
importers, ng laboratorio, y del uso frecuente y
consumers); - utilidad de los equipos de
- The Council of Furnitu | teleconferencia.
Ministers for re equipment Resultado 1: Politicas Prioritarias:
Economic for PMU Diagnosticos, propuestas de politicos y
Integration - decisiones oficiales adoptadas,
(COMIECO); Compu | Mecanismos de ejecucion en
- The Central ter equipment f1.1nci0f1’amient0, informes de
American for PMU ejecucion.
Economic - Acciones de Asistencia Técnica,
Integration Equip | capacitacion, divulgaciony
Secretariat ment for sensibilizacion ejecutadas.
(SIECA). laboratories Resultado 2: Otras Politicas
- Video- | Complementarias: Diagnésticos
conference propuestas de politicas y planes de
equipment accion elaboradas.
Acciones de Asistencia Técnica,
Capacitacion, divulgacion y
sensibilizacion ejecutadas.
Resultado 3: Entidades regionales y
nacionales fortalecidas: Ejecutado el
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apoyo institucional a entidades
regionales y nacionales incluyendo
Ministerios, instituciones
especializadas en normas, estandares y
control de calidad, y el sector privado.

Table 3.4:

Summary of projects/programs reviewed - PRACAMS

(PRACAMS)

Nov. 2010- April 2017
Total Budget € 25 million — EU contribution € 23.5 million

“Programa de Apoyo a la Creacion de un Sistema Regional de Calidad y a la
Aplicacién de Medidas Sanitarias y Fitosanitarias en Centroamérica”

Direct Beneficiary

At micro level

Otganisation Type of Support Main Outputs (Expected)

At regional and - Training (Expected)

national levels - Workshops | Component “Quality”:

At macro and meso | LT TA The regional regulatory system is
level - ST TA strengthened and coordinated.

- Purchase of
equipement for

The regional network of
accreditation is strengthened.

The direct laboratories The regional network of

beneficiaries are - Twinning metrology is strengthened.

- the "operators" - Studies The regional bodies for

roducers assessment of conformity and

p >

workers, exporters, their support networks are

importers, strengthened.

consumers) Component “Sanitary and

- Ministries related Phytosanitary measures:

to issues of SPS and Risk analysis and monitoring

TBT system for pests, diseases and

Y pests,

—the Central ETA (food borne illness) are

American strengthened and harmonized.

Economic Traceability is set up for the

Integration main exported products with a

Secretariat (SIECA) system of unique identity for

-Secretariat of the Central America.

Central American The inspection process is

Council for harmonized, efficient, effective

Agriculture and transparent both.

(SCAC) Component “Support to the
private sector”:
The private sector (private
companies and producer
organizations) is informed,
trained and assisted technically
to meet TBT, SPS requirements
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and standards of importing
countries
Table 3.5: Summary of projects/programs reviewed — PRATAA
“Programa Regional de apoyo a la integracién econémica centroamericanay a
la implementacién del Acuerdo de Asociacion” (PRAIAA) October 2012 —
April 2017.
EU Contribution € 10 million
Direct Beneficiary
. Type of Support | Main Outputs (Expected
Organisation M PP puts (Exp )
At regional and - Training | - Harmonization,
national levels - LT TA standardization and
At macro and meso ) ST TA simplification of customs
level procedures
- Purchase e
- Facilitation and
of software . .
Th . . improvement of electronic

¢ maih } Studies interconnections customs in the

beneficiaries are: . ..
countries part of the Association
-COMIECO Agreement.
-SIECA - Strengthening of areas of
-SECMCA (CA trade in services, transport,
Monetary Council) statistics, among other priority
-SG SICA areas considered.
-CENPROMYPE - Harmonization of
(Centre for the instruments and mechanisms of
Promotion of SMEs) complementary areas such as
_CCIE (Consultative fzompetltlon, trade defense,
. intellectual property and

Committee on L o .

. geographical indications, anti-
Economic . .

. dumping and countervailing
Integration) .

o . measures, public contracts and
-Ministries of Finance disputes settlement mechanism.
of Central America

includine P - Improved knowledge and
(including Panama)
acceptance of the concept of
through Customs .. )
e . economic integration and of the
administrations ..
L. benefits of the Association
-Other. Ml‘nlstrles and Agreement by civil society and
agencies linked to the private sector.
integration process: .

.g P - Strengthened national
-Private sector and regional institutions
organizations responsible for the process of
-NGOs economic integration.
-Academia
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Regional Integration and the Association Aggreement

EQ 4 — To what extent has the EU contributed to supporting the regional integration

organisations and their national counterparts in their efforts to take full advantage of the

economic developmental potential of the AA?

JC 4.1 — EU cooperation support to RIOs and national counterparts has contributed to national
and regional economic strategies being put in place in order to leverage the trade provisions and
objectives of the AA

Statement
on JC4.1

Overall, while there is a number of EU programmes that support the development of
SMEs (such as ADESEP), we were unable to find data in the documentation that
specifically refers to the fact that economic strategies were adopted at either the regional
(RIO) or national (Country administrations) levels that would clearly relate to the
leveraging of the trade provisions of the AA. EU cooperation programmes have been put
into place to develop social cohesion, regional integration and the development of human
resources, but that is not necessarily related to a “leveraging” of the AA. Further, there
are EU programs that operate through RIO but that are designed to work on the private
sector (ex. CENPROMYPE)

There is no doubt that the economic development models in place in CA need to be
adjusted, at both the national and regional levels. CA MS are overly dependent (and
therefore vulnerable) upon the export of raw commodities and the export mix is not
diversified enough. It is also characterised by a high level of ownership of production
capacity in key areas such as commodities and services. The EU is clearly and definitely
committed to helping the region to develop solutions to its economic vulnerabilities and
social conditions. At the regional level the EU has offered to assist in export
development and economic infrastructure (for networking) through various initiatives
and financial facilities as well as through the export banking ad infrastructure loans. Parts
of these resources are for “soft” capacity development and the CA programmes
complement the LAC programmes. Finally, the EU contribution to PRAIAA contains
provisions facilitating commerce in CA and beginning the implementation of the AA;
there is no mention of leveraging, and the relevant strategies and policies of CA Member
States will need to be examined in the field.

No documentation was found that linked the regional integration process (or the AA) to
more “sophisticated” economic strategies noted in the statement of the JC above.
PRAIAA speaks to the development of “foundational” policies, indicating that they are
not yet in place at a regional level.

The issue of the development of an “autonomous” capacity to develop and implement
these types of strategies will likely be a difficult problem to resolve, given the poor
performance of capacity development initiatives to date (see other indicators dealing with
capacity). The team will need to interview key economic planning individuals in CA
Member States to judge the extent to which these types of strategies are going to be put
into place, and the effect, if any, of the EU contribution in the development of those
strategies.

In terms of the EU support to the ability of national and regional organisations to
participate fully in the negotiation process for economic mechanisms and policies, it is
noted that the CA already has experienced negotiators in the economic (mostly trade
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related) domains covered by the AA, but the JC’s indicators specifically asks about the
capacity of “institutions”. There are many EU initiatives that cover the development of
capacity in fields that support the AA, where national institutions will need to interface
with their negotiators in a variety of domains such as tariffs, human rights, SME
development, etc. or where legislation and regulation needs to be developed.
Documentation examined to date does not specify what individual or organisational
abilities have been created at either the national or the regional levels, so it will ne be
possible to draw findings from there.

It is clear that the EU has promoted itself as being open and willing to provide any
support needed to push the AA agenda along until signing. The CA RSP 2007-09, for
example, clearly identifies that the target beneficiaries for support go beyond regional
level institutions (the aim is to promote and reinforce the legislative and legal
frameworks...”. But very little detail is given as to how national institutions will be made
to become in a better position to negotiate the AA, even if flexibility has been
incorporated into strategic plans to address specific national needs that are essential to
regional goals (such as the AA). And no mention is made of capacity to “leverage” the
AA per se.

The EU also contributes through support to SIECA via PRAIAA where that institution
is to strengthen national institutions responsible for economic integration. It should be
noted that PRATAA has just recently begun so it is unlikely that it has had any effect on
capacity yet. Part of the issue of the development of capacities is the performance of TA,
and the recent MTR for PAIRCA2 (among other documents) shows that TA are not
being used to develop autonomous capacity, at least not in regional level interventions
such as PAICA 2. The extent to which the TA in SICA has developed the capacity of
national counterparts to support the AA negotiations is undocumented (or at least we did
not find any reports).

Since no data has been found linking the EU directly or indirectly with the reduction of
the time required to start up a business, that indicator will be dropped. Moreover, an
analysis of existing documents available to the team shows that this is not an issue for the
AA specifically, but is a national, rather than a regional, concern more closely linked to
national economic development strategies and the control frameworks envisaged by the
Member States.

In terms of strategies being in place for the management of financial adjustment
mechanisms and the the re-alignment of SME that will be disadvantaged by the trade
provisions of the AA, it is noted that while the AA speaks to adjustment, it has not yet
begun to be implemented. Since it is critical to the overall economic (and social) impact
of the AA, the evaluation team will examine this issue in more detail in the field, and
especially at SIECA and in the CA Member States.

I-4.1.1 — Recen

tly adopted strategies concerning the leveraging of economic provisions are in place

Findings at
indicator level

Overall, there is no data in the documentation that specifically refers to the fact that
strategies were adopted at either the regional or national levels that would cleatly relate to
the leveraging of the trade provisions of trade agreements in general, including the AA.
Programmes, financed by the EU, have been put into place to develop social cohesion
(through Results 3 and 4 of PAIRCA 2 and through CSP at bilateral level mostly),
regional integration and the development of human resources, but that is not necessarily
related to a “leveraging” of the AA. In fact, it appears to be designed to lend support and
credence to regional integration per se., including social awareness.
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From a purely economic development model perspective, there is no doubt that the
economic models in place in CA MS need to be adjusted. They are overly dependent (and
therefore vulnerable) upon the export of raw commodities and they are not diversified
enough. It is also characterised by a high level of ownership of production capacity in key
areas such as commodities and services.

At both the regional and country levels the EU has offered to assist in export
development and economic infrastructure (for networking) through various initiatives
and financial facilities (such as the Latin American Investment Facility) as well as through
the export banking and infrastructure loans offered through EIB. Parts of these resources
are for “soft” capacity development and the CA programmes complement the LAC
programmes. Finally, the EU contribution to PRAIAA contains provisions facilitating
commerce in and for the CA region and preparing for the implementation of the AA
through such adminitratve issues as standards; there is no mention of any leveraging
strategies being in place by MS or the region.

Data, sources,
exctracts

Economic development in CA is dependent upon the ability of the region to gain
economic surpluses from exports. Statistics show that the exports of goods from CA are

overwhelmingly composed of a small number of commodities that have a low level of
value-added:

“Although there has been some degree of diversification in the region’s exports, traditional products such
as coffee, bananas and sugar still constitute a large proportion, particularly to Europe. The CA share of
total EU imports and exports is rather limited (close to 0.3% in 2005), with exports from Central
America being mainly agricultural goods. .. however Costa Rica and Panama absorbed together 55% of
the total EU export in 2005.”

CA RSP 2007-13, p. 4

Yet the region still has that fundamental weakness that must be addressed (see above),
and the AA could have been a unique window to not only increase the quantity and value
of traditional exports, but to diversify the export mix and put in place development
strategies that would leverage the competitive advantages that the AA could offer:

“Still, Latin American economies remain over-dependent on commodity exports with the vulnerability
which that entails, and levels of poverty and inequality remain bigh.”

LA MIR and RIP 2011-13

The EU has recognised that the development of the ability of the private sector to grow
(especially through exports) is crucial and has supported various initiatives in the region
to that effect, including AL-INVEST and the Latin American Investment Facility. It has
also demonstrated that it places considerable importance on intra-regional and extra-
regional trade through its support in the Caribbean and LA via CARICOM and
MERCOSUR; it has supported the CA region in this domain through, for example,
support to harmonise trade levels and to develop a customs union (with its
corresponding norms and procedures).

At the CA and the Latin American level the EU has put into place a number of programs
that relate to the development of social cohesion, regional integration and the
development of human resources.
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“A number of programmes bave been launched to foster dialogue on these priorities, to exchange
experiences and develop best practices. The EUROsociAL and URB-AL programmes have been
addressing the issue of social cobesion at national and local level; the AL-INVEST programme bas
helped the internationalisation of SMEs in the region by developing business networks and @lis
programme has promoted a better policy and regulatory environment for the development of an inclusive
Information and Communication Technology (ICT) infrastructure interconnected with Enropean research
networks (GEANT); the ALFA and AlSan/Erasmus Mundus programmes have facilitated
academic exchanges between EU and Latin America and helped improve higher education systems in
Latin America. Finally the EUrocLIMA and COPOLAD programmes will help the region to
address the important challenges of climate change and drug trafficking. A targeted project on migration is
also being prepared.”

LA MIR and RIP 2011-13

Part of the EU’s strategy lies in further investment to link social cohesion and poverty
reduction on the one hand and regional integration on the other:

“For the period 2011-2013 we propose to fuse together the first two priorities, in particular due to the
strong inter-linkages between the two. The objectives for this merged priority will be pursued through a
new approach based on a new initiative, the Latin American Investment Facility (LAAA IF)
(€ 102 million). This initiative is designed to mobilise additional resources to stimulate
Investments in the areas of interconnectivity and infrastructure, social and
environmental sectors, and private sector growth. By promoting investment in physical
infrastructure, this new initiative strongly complements other regional programmes such as EUrocl ima,
EUROsoct AL and AL-INVEST. These programmes address the same priorities as LAIF, but
pursue them using ‘soft action’ such as capacity building, exchanging best practices, creating networks and
developing common agenda.” (Emphasis added)

LA MTR and RIP 2071-13

In fact, the LAAA IF (now more commonly called LAIF) has put into place a project
known as the “Programme for Entrepreneurial Development and Promotion of Micro,
Small and Medium-sized Enterprises (MSMEs) in Central America.” As at December 31,
2012, the private sector represented a little more than 4 percent of the LAIF portfolio
and it was primarily concerned with institutional-level capacity (i.e. not direct to
entrepreneurs).

“LAIF also facilitates the creation of favourable conditions for sustainable economic development in

Latin America through initiatives like the Programme for Entreprenenrial Development and Promotion
of MSMEs in Central America. Here, LAIF funds will be wsed to build the capacities of
entrepreneurial development centres so that they can improve their levels of support for entreprenenrs.”

LAIF Annual Report 2012, p. 10

Through the PRAIAA project, the EU is committed to supporting the putting into place
a support mechanism to SIECA so that it can facilitate commerce in CA and begin the
implementation of the AA.

“...la puesta en marcha de los compromisos adguiridos por CA en el pilar comercial des ... AA”
Financing Agreement PRALAA p.3

Our analysis of the bilateral interventions in this domain shows that the trade capacity
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building, and Aid for Trade (beyond trade-related support), including support to the SME
sectors in Central American countries was among the bilateral objectives of EU
development cooperation. However, these efforts were not really sustained and were also
quite disparate between countries. There does not appear to be any overarching logic
chain for the investment in SMEs at any level. This finding will be validated in the field in
order to ensure that the EU did more than meets the eye in this domain.

Field interviews with RIO officials, academics, IICA and EUD officials indicated that no
CA MS has a published economic development or industrial development strategy that
specifically deals with leveraging the CAFTA or the AA.

Morteover, each interviewee indicated that they knew of no CA MS that had modified its
internal policies so that the surpluses generated by the CAFTA or the AA were
redistributed to the society generally and to the poorest specifically.

Reference 205 field notes

Interviewees pointed out that although many firms were interested in the provisions of
the AA and other free trade agreements, most were preoccupied with the export
requirements that were going to be required. Even the national exportet’s associations
did not refer to strategies that would leverage economic provisions. Largely because the
majority of the increase in exports is predicted to take place from firms that already have
clients in Europe or that are simply going to export more of he same product.

Reference 206 field notes

The projects that we are asked to fund do not deal with added-value to exports or to
improvements in the supply chain or value chain of a product.

Reference 217 field notes

Costa Rica and Panama are the only countries that have an industrial or economic
strategy, and they have not adapted it to the AA or CAFTA.

Reference 217 field notes

Four interviewees were asked about new strategies that could be adopted as a result of
the AA. They responded by indicating that in Nicaragua (all used the same example) there
are close ties between the government in power and the large family-owned firms. By and
large they control competitiveness. The firms were likely involved in the design of the
AA and there will not be any national policy changes associated with the AA in that
country. To a lesser extent the same is true for all the CA MS, especially those that export
raw or unsophisticated products such as agricultural products.

Reference 217 field notes

Interviewees noted that the governments in the region and the EU have held a number
of meetings to discuss the AA, raise awareness of its provisions or to provide information
on new export opportunities and requirements. These meetings never spoke of the
“trickle down” theory per se, but they proposed the same logic. Two interviewees noted
that they has attended a number of meetings and the topic of the growth hypotheses
from the AA was never discussed.

Reference 217 and 218 field notes

Because of initial problems with the execution of communication and approval protocols
between the EU, the EUD, SI SICA, the Ministries of Foreign Affairs in the CA MS and
the various ministries in the CA MS, the evaluation team was only able to interview
ministries in Nicaragua, Honduras, El Salvador and Panama, The interview in El Salvador
focussed on the issue of EU support to trade. Overall, the MINEC / El Salvadorian
government acknowledges the need to better prepare the private sector for trade
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opportunities under the AA; and acknowledges that it has not done enough to date (for
which it had been criticized by private sector representatives). El Salvador has a number
of initiatives to explain the AA / and offer support to SMEs / private sector overall; only
some of which have been financed with limited EU funds (from DG Trade); and some of
which have been financed with bi-lateral EU support.

Regional programmes are seen as “removed” from the direct needs of national level
stakeholders (RIOs are seen as beneficiaties), also as a result of lack of national
involvement during programme development (e.g., PRACAMS).

The interview notes are reproduced here in their entirely. Emphais is provided by the
evaluator:

MINEC was in charge of negotiations of trade parts of AA, while the Cancilleria was in charge of other
(social) chapters.

At outset of negotiations (in 2007), El Salvador (as all the other participating countries)
received § 1 million to cover excpenses in relation to the preparation of the negotiation rounds (logistics,
ete.). However, El Salvador used this money (among other things) to launch a number of initiatives to
inform the El Salvadorian private sector of the provisions of the AA. Still, the Ministry | Government
was criticiged by the private sector for not baving sufficiently prepared the private sector for being able to
take advantage of the AA as a free trade agreement (“often, trade deals are not used by local producers”).
What was missing was (in part) training to ensure that producers learned how fo take advantage of the
trade provisions of the AA.

The Ministry developed four tools (partly financed by the § 1 million from the EU):

1. A “Caja de Herramientas” for SMEs, to belp them take advantage of the AA | inform
them of the AA provisions (bttp:/ [ wwmw.minec.gob.sv/ cajadeberramientasue/ ), was financed
mostly by GIZ.

2. A book to summarize the AdA (copy was given;...)(partly financed with EU resonrces;
although likely DG Trade); edition of 2 million books.

3. “Platform to understand the AdA”
4. “Guyia practica para el exportador”

E/! Salvador | MINEC also carried out a study of the needs of the private sector in relation to making
use of export opportunities under the AdA | AA (with its own national resonrces). Study is completed
[asked for copy, but as it is an internal document,].

In addition (w/ o EU support), there are some other organisations that are running programmes:

o  “PROESA” (bttp:/ [ www.proesa.gob.sv/), running, among other things a programme called
“Exportar Mds” (bttp:/ [ www.proesa gob.sv/ exportaciones/ programas-de-apoyo/ exportar-mas)

®  FondePro (programme designed to help enterprises to adapt their production technologies) (funded
with Government funds). (bttp:/ [ www.fondepro gob.sv/)

Regional programmes (e.g. PRACAMS, to support harmonization of SPS | NTBs) “is very important

Jfor the region in principle”, however it is not clear at this point what effect this is having as ‘“the

programme is still in the process of being set up”. Overall, the effect of regional programmes is a “a little
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more indirect” as the main beneficiaries are RI1Os. Also, the ‘final beneficiaries” (governments, relevant
line ministries) could have been more involved in the definition of the programmes
(by SIECA), and the decision, which resources were most needed, and thus
should be provided by the regional programmes (based on existing needs).

E.g, the SME case (i.c., the fact that GIZ started support PYMES already in 2007, but that the EU
only recently started to work with CEMPROMYPE on the same issne) is an example of how
SIECA did not sufficiently take into account the needs of its constituents (iL.e., as
the SME support had been a prevalent need throughout). Also, “PRACAMS is a
programme that was thought up by consultants”, without involvement of the
national stakeholders.

In terms of bi-lateral support, the EU has been supporting a programme called “Procalidad” since 2009
(see bttp:/ [ www.minec.gob.sv/ procalidad/ ); but “more needs to be done”.

Overall, the EU (in the eyes of the interviewee Is very comunitted to economic
Integration; but of course trade with the EEUU makes up a much bigger share of
the overall trade volume of EI Salvador.

Interview notes MS

I-4.1.2 — Leveraging strategies refer to economic development options including innovation, clustering,
sophistication, financial pathways for new business ecosystems, incubators for SME creation, financial
credit and fiscal support etc.

Findings at
indicator level

The evaluation team did not find any documentation that directly linked the regional
integration process to these types of strategies at the RIO or country administration
levels. PRAIAA speaks to the development of “foundational” policies, indicating that
they are not yet in place at a regional level.

The AA itself speaks of various aspects of economic development in several articles: for
examples, refer to Article 70 (Micro, Small and Medium Enterprises): “The parties agree
to promote the competitiveness and insertion of rural and urban MSMEs”, incl. points h)
(promotion of transfer of both technology and knowledge); i) support to innovation, as
well as research and development”. See also Article 71 which deals with “Cooperation on
Microcredit and Microfinance”). But the AA has not yet been ratified and the
mechanisms that will be used to bring these provisions about are not widely known at
this time.

There are also a number of EU projects and programmes that support the development
of the private sector: a) under LAIF, support is given to the institutional development of
centres for entrepreneurs b) ADESEP (“Enhanced competitiveness and
internationalisation of Central American MSME - The project will support
CENPROMYPE's small business development centres (SBDC) strategy”). These
initiatives are clearly designed to “develop” the private sector, but they are not designed
to put into place the types of national or regional leveraging strategies that are covered by
the indicator.

The issue of the development of an “autonomous” capacity to develop and implement
these strategies will likely be a difficult problem to resolve, given the poor performance
of capacity development initiatives to date (see other indicators dealing with capacity).
The team has interviewed key economic planning individuals in CA regional institutions
and in some MS to judge the extent to which these types of strategies are going to be put
into place, and the effect, if any, of the EU contribution in the development of those
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strategies. The clear result is that the MS and RIO have not yet begun to generate these
types of strategies.

Data, sources,
exctracts

The PAIAA project was justified in part on the need to put into place policies that would
“facilitate trade”, but these same policies can be viewed as cornerstones or pre-requisites
for the development of leveraging mechanism for economic development. The policies
deal with: competition policy; intellectual property; trade capacity (called “defence” in the
case of anti-dumping and countervailing measures), and dispute settlement mechanisms.

The Project Fiche identifies the need for capacity development in economic integration
institutions, but it notes that this capacity is needed as a result of “a lack of clear funding
mechanisms”. It is, in fact, noting that the intervention is not part of a capacity
development strategy but of a capacity substitution strategy.

Identification Fiche PRALAA p, 5

“In terms of being able to strategize and prepare operational plans, most ministries
responsible for trade in the region are not sophisticated enough. They do not have the
analytical capability to prepare detailed scenatrios and risk assessments and they always
present the good news to their political masters.” Most have had to be informed of what
“registros indications geographicas” were and why they are important.

Reference 204 field notes

Nicaragua tried to implement a Porter Cluster analysis but it stayed too narrow, focussing
on basic products with little or no value-added . It never got political support and it was
eventually transformed into a standard value-chain analysis. There were two lessons we
got from that: first, the concept was too difficult to understand or they would not have
simplified it (they say) to value-chain. Second, the focus on basis products shows they did
not understand how the concept works. The level of capability on this type of thinking
needs to be raised throughout the region, and the practice of constantly changing the
most qualified public servants at every election is a catastrophe to this type of strategic
thinking.

The EU did not participate in these analyses

Reference 209 and 201 field notes

An EU official noted that the EU did not support the “development of leveraging
strategies at either the regional or national levels” The interviewee also noted that policy
dialogue, as far as was known, did not bring up this topic.

Reference 210 field notes

The EU has supported the understanding of, and preparation for the implementation of
the AA in a number of ways including:

e Contributions to national governments to help private sector firms to adapt (ex.
El Salvador)

e Application of the AA through SIECA (10 M euros)

e Support to SME (7TM euros CENPROMYPE). This was not only to help know
about how to export, but was to develop networks and sector strategies.

e PRACAMS
.... And others
Reference 213 field notes
The region still has to develop a strategy for rationalising investment in Capability, but
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there is no one that is doing that. Nor has anyone analysed the non-trade impacts per se,
even if there was supposed to be an impact study done on the AA by each CA MS. In
fact the EU’S impact study was sone during the final stages of AA negotiation.

Reference 215 field notes

Two interviewees noted that each country in CA has its own set(s) of innovation facilities
or centres. Most are horribly underfunded and underperforming when one considers the
globalisation realities that countries and local industries face. If CA politicians were
rational decision makers they would consolidate these into 2-3 centers.

Another noted that, in a way, the EU is rationalising innovation centers because it has
focused on IICA to help the REGION to reposition the coffee industry, but MS have
not yet seen the necessity of consolidating research, finance, marketing, etc.

Reference 228 field notes
“At least in CA there is a working organisational architecture for RI. There is none for

Mercosur, CARICOM and Communidad Andina.” The interviewee was speaking about
intra-regional trade.

Reference 229 field note

I-4.1.3 — Documentation that attests that the regional and national institutions have developed capacities
and strategies that will have assisted them during the negotiations for the AA

Findings at
indicator level

The CA MS already have experienced negotiators in the economic (mostly trade related)
domains covered by the AA (most recently CAFTA but there are many bilateral
agreements that are in negotiation or have been signed), but the indicators specifically
asks about the capacity of “institutions”. There are many EU initiatives that cover the
development of institutional capacity in fields that support the AA, where national
institutions will need to interface with their negotiators in a variety of domains such as
tariffs, human rights, SME development, etc. or where legislation and regulation needs to
be developed. The EU, through DG Trade, has allocated one million euros to each
country to help them prepare for the negotiations, including the suppott to private sector
firms in each country to help them participate. Documentation examined to date does
not specify what individual or organisational abilities have been created at either the
national or the regional levels, so it will not be possible to draw findings from there. MS
and RIO interviewed note that their institutions were prepared for the negotiations but
that they are not capable of working as a community to implement the provisions.

It is clear that the EU has promoted itself as being open and willing to provide any
support needed to push the AA agenda along. The CA RSP 2007-09, for example, cleatly
identifies that the target beneficiaries for support go beyond regional level institutions
(the aim is to promote and reinforce the legislative and legal frameworks...”. But very
little detail is given as to how national institutions will have been made to become more
capable, even if flexibility has been incorporated into strategic plans to address specific
national needs that are essential to regional goals. Research in the field has shown that
RIO and MS do not have a clear picture of what capabilities are required and what
performance levels those capabilities need to represent.

The EU also contributes through support to SIECA via PRAIAA where that institution
is to “strengthen national institutions responsible for economic integration”. It should be
noted that PRAIAA has just recently begun so it is unlikely that it has had any effect.
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Data, sources,
extracts

The CA region has a long history of cooperative behaviour in the free trade arena. They
have thus accumulated a certain experience in the preparation for and the negotiation of
trade agreements:

“All countries of the region have concluded bilateral free trade agreements with other Latin American and

Asian countries, and have developed dialogne throngh mechanisms such as the Consejo Monetario
Centroamericano (CMCA), Consegjo de Secretarios de Finanzas y Ministros de Hacienda de
Centroanmiérica, Panama y Repiblica Dominicana (COSEFIM), Consejo de Ministros de Integracion
Econdmica (COMIECO) and Sistema de Integracion Econdmica (SIECA). Progress has also been
achieved on customs union and codification (CAUCA), the creation of a Central American Customs
School, the interconnectivity of customs services, and tariff harmonisation. The regional programmes
ADAPCCA, UAC, PAIRCA (support for regional institutions, customs wunion) have greatly
contributed to these achievements.”

CAMTR p.6

Section 5.5 of the CA RSP 2007-13 pp.22-24 analyses the coherence between country
strategies and regional strategies, and part of that analysis deals with regional integration
(i.e. the economic factors). It mentions that CSPs will cover national institutional
strengthening and notes that the “aim” is to:

“bromote and reinforce the legislative and legal frameworks adopted by Central America with a specific
impact on the creation of a customs union and, more generally, of an internal market, by enconraging free
movement of persons, capital, services and goods. Assistance to the productive sector will thus be covered by
specific actions at country level, coberently with the regional framework.”

“The priority sector selected for cooperation, i.e. regional integration, fully complements the country
strategies proposed for the individnal Central American countries. In some cases it will depend on the
strength of national institutions involved in the process of regional integration, and sufficient flexibility has
been provided at regional level to address specific national needs that are essential to the regional goals.”

These statements may be interpreted as tying the economic objectives of the RSP, CSP
and AA together. Although the CSPs in three CA countries were examined'? and found
to contain the need to take regional integration needs into account, determining the
combined effects of regional and country-level efforts by the EU in the achievement of
these goals can only be done in the field through interviews with officials.

The CA RSP 2007-13 directly ties the AA to the scope of the response under the regional
programme, and notes that any FURTHER needs for the AA will be dealt with under
EU support.

“The objective of this component of the strategy is to consolidate implementation of the Central American
customs union in line with the Central American Plan of Action for Economic Integration, as well as
with the decisions taken by Presidents in Panama, in March 2006. In addition, it aims to support
the development of intra- and extra-regional trade, services and investment, intellectual property
rights, sanitary and phytosanitary (SPS) measures develop a regional approach to the regulatory
approach and common approach on standardisation activities based on international standards (free
movement of goods) and avoid technical barriers to trade, to, and at developing and
Implementing other harmonised and conmon policies that will contribute to the creation of a common

12 Nicaragua, Guatemala and Honduras
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market. For the latter, initiatives that conld be considered range from fiscal policy, notably taxation, and
labonr legislation to environmental measures, inter alia. Support will be channelled to the economic
Integration process, taking into consideration the findings of the joint assessment of regional
economic integration in Central America being carried out by the ad hoc Joint Working Group, which is
expected to provide a clear picture of the region’s requirements. In addition, further needs arising
from the process of negotiating and implementing an Association Agreement,
once launched, will be systematically taken Into consideration in the design of
support programmes under this component.” (emphasis added)

The Financing Agreement for PRAIAA, signed on June 5 2012, identifies that one of its
five result areas is the strengthening of regional and national institutions that are
responsible for the economic integration process. The LFA for the project does not
speak to the AA at all in its indicators. It needs to be remembered that that intervention
has just started. The activities spelled out in that document refer to the AA as:

“A51 Apoyo a los ministerios responsables de la integracion economica regional, a las administraciones
aduaneras y a la SIECA en su participacion en reunions y actividades de capacitacion en integracion
economica, incluyendo los compromisos del AA

A52 Asistencia tecnica para evaluar y dar respuesta a las necesidades de los departamentos tecnicos
responsables de la implementacion del proceso de integreacion economica y del AA”

PRAIAA FA Annex p.§

The PRAIAA FA identifies a small number of requirements concerning capacity
development in a section devoted to “specific projects”. These deal with the nature of the
capacity development (essentially training) and note the preference that will be given to
the Escuela Centroamericana de Aduana y Tributos (ECAT). No content issues are
treated.

PRAIAA FA Annex p. 15

The concern with substitution (of TA for other personnel) is taken up in the MTR for
PAICA 2 on two occasions. Once when dealing with the concept of capacity
development and again when noting that AT are being (mis)used to do administration.
This form of TA utilisation is clearly not conducive to the development of autonomous
capacity, including those needed for negotiation.

“Se observa en el programa un entendimiento ambiguo del significado de
“fortalecimiento institucional”. Por un lado puede ser entendido como un apoyo a una reforma
institucional o la modernizacion y, por otro lado, como la provision de liguidez, para el financiamiento de
actividades ordinarias del sistema. Los consultores opinan que esta diltima interpretacion no es un
“Sortalecimiento” sino un ‘subsidio” que no resulta en fortalecimiento. Gran parte del PAIRCA 11
constituye un subsidio y no conduce necesariamente a un fortalecimiento.” (p.7)

And ...

“En el diseiio de la intervencion y las modalidades de gestion, debe garantizarse que una parte del
personal de la ATI se pueda liberar de los procedimientos y dedicarse a los asuntos técnicos del caso. La
ATI debe dedicarse a Asistencia Técnica Internacional, no a la Asistencia Administrativa
Internacional. (p. 10).”

MTR PAIRCA 2

The DG Trade provided 1 M euros to each CA MS to assist them in negotiations and
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specifically in developing strategies to assist the private sector to be better prepared for
the AA

Interview notes MS relative to ES

Each country was to do a trade impact assessment, but interviewees could not indicate
which ones had been able to do so, They noted that he EU had prepared one.

Reference 200 field notes

Some Country Strategy Papers for the EU contain references to plans to work with the
private sector in the context of the AA (Nicaragua, El Salvador and Guatemala
particularly. (Perhaps more but could not verify). In some cases the capacity of the
national institution is also a target.

Reference 208 field notes

PAIRCA 1 and PAIRCA both had funding to pay for the development of national
capabilities in this domain, but no follow-up was done to indicate whether the
expenditure generated any capability at either the individual or institutional basis

Reference 210 field notes

As seen in Indicator 4.1.2, the EU has provided a variety of mechanisms to support the
AA process. The CA MS were recognised as being relatively capable in negotiating, even
though the rigour of their analyses was not questioned. Interviewees noted that it was
fairly easy to deal at the negotiation levels of analysis but they were essentially incapable
to generate the technical bases on any issues that would deal with norms, standards and
processes. The proof is that RIO need to do that and the CA MS cannot agree on them
to approve them

Reference 213 field notes

There was no real broad-based participation process for the AA, and in fact most of what
was called participation or consultation took place almost at the end of the negotiation
process. The EU tried to use CC-SICA to consult, but the SG SICA did not want to use
that route and it was not implemented. Other than the CC-SICA route, there is no
capability for broad-based consultation within the SICA System.

Reference 214 field notes

The negotiation process stopped all work that had to do with the development of
common policies (through COMIECO).

Reference 216 field notes.

Interviewees at SIECA noted that they were conscious of the need to address some of
the issues raised by EQ 4 (leverage, re-distribution, economic strategies at a regional
level) but could not because it was not their mandate.

Reference 218 field notes

It is clear that the border management of any country is incapable of dealing with
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integrated borders at this time. Further, it will take a political decision and plenty of
monitoring and supetvision to achieve that objective. : “the objective is for a product to
receive approval for entry into one country and that would be automatically extended to
others” noted one interviewee.

On that topic, numerous interviews brought to the fore that the top levels (political) will
never tell the bottom levels to collaborate on changing any process that justifies their jobs
(bottom) or that enables them to gain power and revenue (top)

References 219 and 220 field notes

1-4.1.4 — Measures in place to reduce time required for business start-up

Findings at
indicator level

Since no data has been found linking the EU directly or indirectly with the reduction of
the time required to start up a business, this indicator will be dropped. Moreover, an
analysis of existing documents available to the team shows that this is not an issue for the
AA specifically, but is a national, rather than a regional, concern more closely linked to
national economic development strategies.

Data, sources,
extracts

N. A. This indicator will be dropped

I-4.1.5 - Strategies are in place for the management of financial adjustment mechanisms and for re-
aligning the SMEE that will be disadvantaged by the trade provisions of the AA

Findings at
indicator level

With the exception of parts of CENPROMYPE, the EU has financed only little in the
area of “wider aid for trade”, in categories such as trade-related infrastructure (e.g.,
transport and storage, communications), or the building of productive capacity (business
development, improvements of business climate, assistance to banking/ financial
services, etc.), at least at regional level.

At regional level, the EU eventually signed a financing agreement for a € 7 million
regional project (ADESEP?3) in 2012, aimed at improving the business environment and
the productive and trade capacities of micro, small and medium-sized enterprises in
Central America. In addition, at Latin American level, AL INVEST-IV and LAIF (KfW-
CABEIL Program for Entrepreneurial and Promotion of MSME in Central America,
which was due to start in 2013) are meant to offer Aid for Trade (beyond trade-related
assistance, i.e., Categories 1 and 2 of aid for trade!4), also in part focusing on Central
American SMEs. Finally, the EU also financed the Programa Regional de Investigacion e
Innovacion de Cadenas de Valor Agricola (PRIICA), aimed at strengthening the productive
capacity of small agricultural producers in Central America, through the development and
dissemination of innovative methods for the cultivation of four key crops (yucca, potato,
avocado and tomato). The project effectively started in 2012.

The EU did put a clearer emphasis on wider aid for trade at national level in Central
America, pledging to provide, among other things, SME support and the development of
productive capacity in the bi-lateral Country Strategy Papers. The CSPs for Guatemala

13 Apoyo al desarrollo del sector privado en Centroamérica (ADESEP)

14 See http:

ec.europa.cu/europeaid/what/development-policies/intervention-areas/trade/aid-for-trade en.htm for

more information.
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and Nicaragua, for example, defined “economic and trade issues” as one of the focal
sectors, albeit with differing emphases.!> Many of the CSPs also indicated the intent of
fine-tuning their related strategies based on the findings of national “Trade Needs
Assessments” (e.g. Costa Rica, El Salvador, Guatemala, and Honduras), but respondnets
note that only the EU carried out an impact assessment and that was done towards the
end of the AA process. According to interviewees, the relatively disparate initiatives at
national level were not able to achieve marked improvements in the business
environment and the productive capacity of Central America’s small and medium
enterprises, with or without any consecutive regional level support. None of these
bilateral efforts were referenced in the 2012 Action Fiche of the regional project
ADESEP (which was signed in 2012), although this project also specifically aims at
strengthening the business environment for Central American SMEs.

Data, sources,
exctracts

The second Regional Indicative Programme (RIP) puts a slightly stronger emphasis on
sustainable development (i.e., of vulnerable border areas), including an improved
productivity of agriculture and diversified economic activities within these areas. The RIP
also targets the region’s SMEs, pledging to improve the knowledge and acceptance of
economic and regional integration among Central American small and medium
enterprises.

“The interventions to be funded will follow up — and should complement — earlier
support for SIECA in connection with the customs union (UAC, CONSUAC,
ADAPCCA and PRACAMS). Having advanced on the economic and
commercial front, the customs union could be better perceived by the public at large
(including SMEs) if some social aspects (e.g. labour market) conld also be brought
into the scheme.

EUMTR / RIP 1I, 2010

During the later years of the 2007 — 2013 implementation period, the EU launched a
number of programmes aimed assisting SMEs with the adjustment to the AA; and also
with the development of productrive capacity in certain sub-sectors of the agricultural
sector in Central America.

e Sce ADESEP Action Fiche: Focusing on strengthening/ supporting of
SME's, in cooperation with CENPROMYPE

e See also documentation on the Programa Regional de Investigacion e
Innovacién de Cadenas de Valor Agricola (PRIICA (2012))

e Finally, see documentation on LAIF & AL-INVEST (in particular the
programme “The Internationalisation of SMEs from Central America,
Mexico and Cuba as an engine of economic development”)."

15 In Guatemala, the EU initially focused on “long-term and inclusive rural economic growth and food security”, with an
emphasis on the more depressed and isolated areas of the country and only under NIP II shifted its focus to the
development of the productive capacity and decent work conditions in the countries SMEs. Nicaragua’s only NIP
(covering the entire 2007 — 2013 period) committed the EU to a relatively broad strategy of “ensuring policy

» <

coherence & effective redistribution mechanisms”, “contributing to equitable economic growth”; “facilitating national
pro-poor policies”, including also support to SMEs through national trade exchanges.

16 http:/ /ec.europa.eu/europeaid/where/latin-america/regional-cooperatiol-invest/index_en.htm
g P
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Also, the EU has financed an agenda of “wider aide for trade” through its bi-
lateral cooperation (see Indicator 1.1.2 in evaluation questions 1 (relevance)
above).

JC 4.2 — EU cooperation support to RIOs and national counterparts has contributed to national
and regional social strategies being put in place to leverage the non-economic provisions and
objectives of the AA

Statement
on JC4.2

It is noteworthy that we have not yet been able to identify a document that specifically
analyses what is “required” in concrete terms insofar as national and regional social
strategies that should be put in place to leverage the non-economic provisions and
objectives of the AA. There are documents that speak globally of the issue but it is clear
that there is an absence of documents that specifically address targets or performance of
political dialogue or social cohesion, among other areas touching the AA and regional
integration.

The EU has been consistent in its approach to the development of non-economic
capacities and it continues to support interventions and agencies that deal in social and
“soft” issues as a cornerstone of regional integration (refer to the EQ on this issue). The
PRAIAA, for example, specifically incorporates two social principles dealing with gender
and minorities in the integration process. PAIRCA 2 has two entire results areas out of
four that deal with social issues. This approach is also consistent with the Latin America
RSP. What is not available in the existing documentation is the extent to which the EU bas contributed
to the introduction of national legislation or strategies that use the AA as a reference point and leverage
the social “window of opportunity” that the agreement proposes to offer. We searched for, but did not
find any examples of efforts to coordinate or harmonise these types of strategies, or even
to formally share data and options and then seek complementarity.

Many documents point to the unfortunate fact that there is little in the way of a
comprehensive vision of how CA regional integration will actually work (the SICA did
not have a comprehensive or an ecosystemic vision of its mandate in relation to the
regional integration process as late as 2014, and the past two Secretary Generals havehad
dradically different visions of that role and how it is exercised). This does not mean that
there is a complete lack: the more the analyst concentrates on trade administration or
border management, the clearer the picture becomes (refer to CA MTR p. 13). But the
overall finding is that this type of consensus is not current in social matters.

The issue at hand, however, is that the vulnerability of people of all kinds caused by the
security problems and the concentration of economic vectors in the region needs to be
addressed through a cooperative effort amongst CA Member States (it should be
remembered that that is the basic Theory of Change strategy that underpins the regional
integration process in CA). The logic that will be used to go from inputs to effects
(intermediate impacts at least) needs to be clear and shared; that strategy has not been
defined (or at least it has not been found, even though the LA MTR and RIP recognises,
for instance, that there are many links to be dealt with, including (for example) the justice
system (relationships and contracts or transactions cannot be secure without an
operating, transparent and effective justice system). From that point on, plans can be
developed to implement the strategy.

Notwithstanding the fact that the EC bases its evaluations on a ToC concept utilising
various conceptual tools and frameworks such as Intervention logic and LFAs, these are
not generally referred to in documents, including MTR. Most intervention or programme
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documents are very weak in terms of defining precise effects and targets, ostensibly as a
means of ensuring flexibility, but the result is a lack of precision in all aspects including
the link between the social benefits that can arise as a result of the AA (trade objectives
and development objectives) and the CA support (decisions) that are required to bring
them about.

From an evaluation perspective, it is noteworthy that the EU spends a great deal of
money to support and promote regional integration without this ”transformational” logic
being abundantly clear and shared by and with all relevant stakeholders. Almost all EU
CA strategic documents deal with process descriptions and not the reasoning behind the
selection of strategies. In that light, risk analysis, when done at all, is superficial. No plans
for the management (as opposed to a description) of risk were found, a weakness in ToC
logic management.

The EU has in its possession a number of important analyses that highlight the need for
reform and strengthening of national institutions in order to enable more coherent social
development. The region, however, although it has a Social Cohesion Agenda in place,
does not clearly lay out what needs to be done in order to be able to extract the
maximum benefit from regional integration, and documentation shows that there is little
consensus on what the priorities of that social thrust should be, even if the CA MTR
noted that all stakeholders shared the view that regional integration should be supported
through actions to reduce the impact of the...fdsocial crisis, and that the economic
integration process would create jobs. The lack of consensus on a plan may be due in part
to the fact that the agenda is described in high-level or society-level terms.

Based on the documentation at hand it is also clear that there is a major problem with
political support to the entire regional integration social development process, including a
lack of legitimacy that spans the entire LA region including CA. Without political
leadership, the EU may help improve the mechanics and the operating frameworks of the
trade related aspects of the AA but it cannot help the region to leverage the social effects
of the AA.

Key EU documents do not specify the priorities for, or the strategies to implement, a
greater level of capacity amongst national counterparts to manage social cohesion.

Finally, it is noteworthy that the up-to-date data on which analysis and “social effects”
strategies could be based is not readily available. In fact the EU has contributed in a
significant way to the development of a number of databases including those for internal
monitoring, economic factors, statistics on economic life in the region, etc. (In large part
during PAIRCA1 and PAIRCA 2); the documentation does not speak to social databases
although these may be part of what was developed for SIECA. The UNDP has not
developed any new databases on this topic. . PAIRCA 1 was to develop a data base for
PARLACEN but that did not happen, and the SyE system put into place in SICA is not
being used. It did, however, lay down the bases for a network of NGO, NSA and
institutions that could, if it wanted, share information. Documents show that this only
happened for a short time. Nevertheless, documents point to the conclusion that
PAIRCA 1 was instrumental in beginning the process of linking societal issues to the
regional integration and eventually the AA. Documents show that the regional integration
and its social ramifications can only be managed by the CA Member States themselves,
albeit in a coordinated and strategic manner; in fact the MTR for PAIRCA 2 notes that
the strengthening of SICA institutions is not the only means of support the process of
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regional integration in CA, and suggests that more could be done to support non-
economic interventions.

1-4.2.1 — Statements or analysis of requirements clearly spell out what has to be in place and when

Findings at
indicator level

As noted in other indicators, it is noteworthy that we have not yet been able to identify a
document that specifically analyses what is required in concrete terms. The observations
noted below address the issue of the non-economic benefits or provisions of the AA, but
it is clear that there is no document that specifically addresses targets or performance of
political dialogue or social cohesion, among other areas touching the AA and regional
integration.

The EU is consistent in its approach to the development of non-economic capacities and
it continues to support interventions and agencies that deal in social and “soft” issues as a
cornerstone of regional integration. The PRAIAA specifically incorporates two social
principles dealing with gender and minorities in the integration process. This approach is
also consistent with the Latin America RSP.

What is not available in the existing documentation is the extent to which the EU has
contributed to the introduction of national legislation or strategies. We searched for, but
did not find any examples of efforts to coordinate or harmonise these types of strategies,
or even to share data and options.

Many interviewees reported that a key problem that they encounter in practice is the lack
of performance models or process models against which to compare the proposals they
prepare (norms, standards, systes, etc). The required capacity in never spelled out, and
CA MS often do not approve proposals because they are too easily able to state that what
hat is proposed does not represent “what was asked for”

Data, sources,
extracts

The EU continues to realise that the development of human resources is critically
important in Latin America overall and concentrates on higher education. Those
programmes are not specifically focussed on economic development through the regional
integration process and the AA per se, and do not indicate what the timing or the
performance requirements will be with respect to regional integration.

“The objective of this priority is to provide fellowships for the Latin American teachers and students to
the European universities in the period 2011- 2013, and to reinforce the EU-1A cooperation in the
area of mutual understanding and higher education and strengthen the academic programmes, with a
particular attention to the most socially disadvantaged groups. Within this priority (€ 92,6 million), the
Erasmus Mundus programme will be continuned.”

LA MTR and RIP 2011-13

The Financing Agreement for PRAIAA indicates that the intervention’s objectives take
into account two socially-based principles that were included in the Regional Strategy for
CA 2007-13; these objectives were not further developed into performance (or results)-
based expected effects

a) Gender equality and
b) Promotion of minorities in the economic integration process

The FA does not spell out the requitements, nor the specificities concerning the need
that will be filled by the project.

Financing agreement PRALAA
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Interviewees at senior levels in the EU and in the RIO indicated that while the EU
supported development activities in the economic sphere in support of broader Aid for
Trade, the macro analysis that would support how this strategy would be applied in the
CA context was not shared widely. Discussions with these participants showed that what
this meant was that the “theory of change” or “development logic” that related trade to
poverty reduction was not an integral part of the implementation of the regional
development cooperation programme. Or at least it was not shared.

Since the EU’s primary objectives with respect to regional cooperation, as stated in the
RSP, was to:

6.1. Main objectives
The overall objective of the 2007-2013 Regional Strategy for Central America will be to support the
process of political, economic and social integration in the context of preparation of the future Association
Agreement with the EU.

RSP section 6.1

...and since the policies and priorities of the EU are to reduce poverty, the links between
the regional strategies and poverty reduction were not sufficiently well established either
at the strategic level or at the level of the interventions, according to the interviewees.

As an example, the interviewees could not recall examining a strategy documents that
indicated what logic would tie the political, economic and social thrusts of the RSP
together in a coherent plan (in terms of what would have to be done, when and by who).

References 201, 206, 211, 212 of field notes

An interviewee noted that the development logic of PRIAA, as stated in the LFA, does
not match the development logic of SIECA as stated in the strategic plan that was in
effect at the time of intervention start-up.

Reference 223 field notes

1-4.2.2 — Documents indicating the Theory of Change logic that shows how regional or national support

and the AA wo

uld generate the expected social effect

Findings at
indicator level

Many documents point to the unfortunate fact that there is little in the way of a
comprehensive vision of how CA regional integration will actually work (the SICA did
not have a comprehensive or an ecosystemic vision of its mandate in relation to the
regional integration process as late as 2012). This does not mean that there is a complete
lack: the more the analyst concentrates on trade administration or border management,
the clearer the picture becomes (refer to CA MTR p. 13). But the overall finding is that
this type of consensus is not current in social matters.

The issue at hand, however, is that the vulnerability of people of all kinds caused by the
security problems and the concentration of economic vectors in the region needs to be
addressed through a cooperative effort amongst CA Member States. The logic that will
be used to go from inputs to effects (intermediate impacts at least) needs to be clear and
shared. That strategy has not been defined (or at least it has not been found, even though
the LA MTR and RIP recognises, for instance, that there are many links to be dealt with,
including (for example) the justice system (relationships and contracts or transactions
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cannot be secure without an operating, transparent and effective justice system). From
that point on, plans can be developed to implement the strategy.

Notwithstanding the fact that the EC bases its evaluations on a ToC concept utilising
various conceptual tools and frameworks such as Intervention logic and LFAs, these are
not referred to in documents, including MTR. Most intervention or programme
documents are very weak in terms of defining precise effects and targets, ostensibly as a
means of ensuring flexibility, but the result is an apparent lack of precision in all aspects
including the link between the social benefits that can arise as a result of the AA and the
CA support (decisions) that are required to bring them about.

From an evaluation perspective, it is noteworthy that the EU spends a great deal of
money to support and promote regional integration without this social (including poverty
reduction) logic being abundantly clear. Almost all EU CA strategic documents deal with
process descriptions and not the reasoning behind the selection of strategies. In that light,
risk analysis, when done at all, is superficial. No plans for the management (as opposed to
a description) of risk were found, a weakness in ToC logic management.

Data, sources,
extracts

It is noteworthy that various documents, including the one referenced below, point to the
fact that until recently (at least 2011) the SICA did not have a ecosystemic vision of its
position or its structure:

‘Bl SICA parece haber estado tan concentrado en avanzar su propio proceso, que ha encontrado
dificnltad para plasmar, al menos formalmente, una agenda integrada conrin que permitiera, conocer y
visualizar el rumbo que tiene Centroamerica, mds alld de la simple suma de sus partes y desde una dptica
integral e integrada. El PAIRCA dedicd esfuerzos a sintetizar y sistematizar, con la SG SICA y
sucesivas Presidencias Pro-Témpore de SICA, un documento ejecutivo, de cardcter instrumental, para el
seguimiento y la toma de decisiones; una suerte de agenda de trabajo, decantada en un plan pluriannal e
interinstitucional, para un periodo que abarcara a varias PPT’s, emulando de cierta forma los planes
multi-annales de la Unidn Europea. A pesar de todo, esto no agota la totalidad de la agenda ni las
prioridades regionales. En general, las acciones hacia los Estados Miembros quedaron por debajo de los
deseos y expectativas que se tenian en un inicio, anngue terminaron dando resultados en el plano técnico,
Hubo avances miny importantes en el seno del CE-SICA.”

Ex post evalnation of PAIRCA 1, p. 36

The MTR and other documents highlight the need for strategies to promote economic
growth and to reduce the risk of vulnerability to commodity export fluctuations:

“Nevertheless, the Latin American economies remain over-dependent on commuodity exports, and this
makes them vulnerable to developments on the export markets and to fluctuations in the global
commodity prices.”

LA MIR and RIP 2011-13 p. 5

But the MTR also makes a logical mistake because it assumes a direct causality between
so-called improvements in the justice system and increases in trade. This is not a provable
link and there is no evidence provided to justify the proposed causality:

“When it comes to trade and investments, most Latin American conntries have adopted policies aimed at

greater participation in the world economy. While there is room for improvement, govermments in the
region acknowledge that in order to secure sustainable investment flows, a stable and transparent judicial
systenms must be in place. This bas consequently enconraged greater trade flows, which more than doubled
since the year 2000.
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LA MIR and RIP 2071-13 p. 6

Moreover, according to ECLAC, the Direct Foreign Investment (2001 to 2010) in the
CA, Mexico and Caribbean Basin have not risen neatly as fast as the DFI in South
America.
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LA MIR and RIP 2011-13 p. 5

This is explained in the LA MTR as:

“The recession in the United States slowed activity among the export platforms located in the sub region,
which had been set up mainly to serve the United States market, and this stemmed the flow of export-
oriented FDI. At the same time, the downturn in local economic growth had a negative impact on
domestic market-seeking FDI.”

Later on the same report posits that the region is overly-dependent on traditional
commodity experts and, to a much lesser extent, on export-related low-labour-cost
manufacturing in a small number of areas in the region.

The RIP did lay out some form of simplified logic in order to justify the selection of
priorities and the levels of support proposed. As far as economic integration was
concerned it specified:

“Tustification: After completion of the first phase of economic integration, supported by EC cooperation,

priority is to be given to deepening the customs union and enbancing its acceptance among the main
stakeholders (governments at all levels and civil society, in particnlar SMEs and rural producers). This
might prepare the region for the successful application of the EU-CA Association Agreement. In this
context, this support could also contribute to the lannching of new financial instruments (financial fund)
currently under discussion in parallel with the Association Agreement negotiations and to promoting
complementarity with the new Latin America Investment Facility (LAIF) and the increased role of the
EIB and other 1FIs in supporting regional development.”

CAMIRp. 13

The reader should note the lack of causal linkages in the justification and the use of
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‘could’. Overall, the justification is process description rather than a Theory of Change.
In the next paragraph in the MTR, the authors note that the interventions (funded by the
RIP) will follow-up and should complement earlier support.”

As far as security, energy, natural resources management and climate change adaptation
were concerned, the MTR RIP justifies the priority and level of resources with the
following:

“Tustification: Support for the development of the Central American border zones, in the most vulnerable
areas, will contribute to enbancing cultural and economic exchanges between groups of citizens on both
sides of borders and creating a culture more inclined and open to regional integration. In addition,
interventions focusing on climate vulnerability, adaptation and mitigation are key to promoting regional
integration and ensuring the region’s sustainable development. These measures can be supported and
strengthened by an integrated and coordinated approach, particularly where the impact of climate change
transcends boundaries (eg. river and sea basins and bio-geographic regions). The coordination of these
interventions with the possible setting up of a financial fund for the development of Central America,
linked to implementation of the Association Agreement, will be considered in due conrse.”

CAMTR p. 15

Overall, the Theory of Change is not specified and the RIP part of the MTR essentially
describes the programme of activities that will be put into place without specifying how
they (and their effects) will bring about any specific outcomes. Further, the expected
results specified in both priorities noted in the RIP are either not “outcomes” but
“outputs”, and the indicators are overly descriptive and not specific enough to be
monitored and supervised. For example, those results stated for the second priority,
stated below, are not structured or designed to provide clear expectations or an
explanation of the Programme Logic of the programme:

“Improved socio-economic indicators among populations; creation of common and shared infrastructure; job
creation; protection and sustainable management of the environment and natural resources, in particular
waler, forests and biodiversity; access to renewable energy; reduced risks associated with natural disasters;
adaptation to climate change; awareness of the benefits of regional integration”

CAMIRp. 16

To support the observation that a Theory of Change is not specified, the following shows
that the expected result was offered as an objective and not the reason why the actions
proposed would bring about the results:

“The EC support for regional integration is intended to strengthen political and economic relations
between the EU and Central America and thereby facilitate negotiation and implementation of the future
Association Agreement based on the mutnal interest of both regions. To support regional integration three
groups of potential measures can be considered:

o The first group will entail strengthening the institutional system
for the process of Central American integration;

o The second group will focus on reinforcement of the regional
economic integration process;

o The third group will cover aspects of strengthening regional
security.”

CA RSP 2007-13 p.20
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The CA RSP 2007-13 provides a list of expected results which are not specific but
narrative.

“The objective of this component is to support the reform of the integration system established by Central
America’s own agenda by means of reinforced capacity, improved coordination, legal bases, effective
[financing mechanisms, mandates, organisation and improved technical competence and human resources
amongst the various players involved. In this context, cooperation may be directed towards regional
institutions, inter-governmental coordination systems and national entities involved in the integration
process. It must be stressed that this support will be limited to these institutions’ involvement in questions
strictly related to regional integration.

i) Support for the economic integration process

The main objectives of this component will be to support the creation of a regional customs union and to
reduce non-tariff obstacles to intra-regional trade with the prospect of a possible future common market”

The RSP then goes on to list standards and domains in which the EC could work,
without specifying what type or level of outcome is expected. In fact, it goes on to
suggest that the initiatives could be just about anything, from x to y:

“For the latter, initiatives that conld be considered range from fiscal policy (for instance, support to tax
administration to improve the collection of taxes and facilitate transparency and effective exchange of
information), and labour legislation to environmental measures, inter alia”

CARSP p. 20

The Referenced EU document defines the broad logic that ties the trade parameters of
the AA to “sustainable development™

“An overarching objective of the Association Agreement is to contribute to sustainable development in
both Central America and the Eunropean Union, taking due account of the differences and specificities of
each region. This objective is embedded in all the sections of the Agreement and finds a specific expression
in the trade part through a chapter addressing the interrelation between trade and social and
environmental policies.

The chapter reflects the Parties' commitments as regards internationally recognised core labour standards
and multilateral agreements addressing environmental issues of international concern. It recognises the
right and the responsibility of the Parties to adopt social and environmental regulations in the pursuit of
legitimate objectives, and puts much emphasis on the effective enforcement of domestic labour and
environmental laws. The parties also undertake to enconrage and promote trade and marketing schemes
based on sustainability criteria, and to work towards a sustainable management of sensitive natural
resources. An important element in the overall structure of the Association Agreement is the role of civil
society in the follow-up. A Joint Consultative Committee is foreseen and, specifically in the trade area,
consultation of civil society stakeholders at domestic level goes hand in hand with a "Bi-regional Civil
Society Dialogne Forum'"' to facilitate exchanges across the Atlantic regarding sustainable development
aspects of the trade relations. Should divergences between the Parties arise in the implementation of this
chapter's provisions, recourse to an impartial panel of excperts is possible under conditions of transparency.

MEMO/ 11/429 Brussels, 20 June 2011 “Highlights of the trade pillar of the Association Agreement
between Central America and the European Union” p. 4

The “Future of EU development in Central America: in support of people or business?”,
a document published in 2010 by a consortium of NGOs in the field (ALOP) and three
European NGOs (CIFCA, CIDSE and APRODEYV) describes their conclusions on the
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EU’s support for social cohesion in the following terms:

Social cobesion is a priority in EU development cooperation. . .and is highlighted in the Green Paper as
an important element of inclusive growth. However the concept of social cobesion is overly broad and
allows too much flexibility (in interpretation), p.9.

In the regional EU strategy for CA, the social cohesion programmes focus mainly on
economic aspects on trade liberalisation. Inequality and redistributive measures and
strategies are not mainstreamed into interventions.

In Honduras (CSP) social cohesion is equated with budget support but no means to
monitor it (with a view towards outcomes of social cohesion) are in place. No new funds
are in place for social cohesion in the last round of CSP/ NIP. In El Salvador, all funds
allocated in the 2011-2013 period ate earmarked for social cohesion and human security.
The funds will be allocated across a broad range of sectors and domains including natural
disasters effects mitigation. In Guatemala, € 45 million were allocated in 2010-2013 for
the Social Cohesion and Human Security sector. In Costa Rica and Panama, EU
cooperation in that same period will support the modernisation of the State, studies,
surveys training and equipment.

While it is clear that a considerable amount of money is earmarked for social cohesion,
the analysis shown in evaluation question 1 shows that these initiatives are disparate in
their objectives and logics; they are not coordinated in a way that will enable regional
bodies to lay down a common base in all Member States in order to support the AA.
Evaluation question 1 also shows that the priorities in these countries (at the NIP level)
were changed significantly from NIP 1 to NIP 2.

In terms of the Theory of Change logic refer to References 201, 206, 211, 212 of field
notes as stated in Indictor 4.2.1

1-4.2.3 — EU bilateral programming supports the strategies for leveraging long-term social effects of AA

Findings at
indicator level

The EU has in its possession a number of important analyses that highlight the need for
the reform and strengthening of national and regional institutions in order to enable
more coherent social development. The region, however, although it has a Social
Cohesion Agenda in place, does not clearly lay out what needs to be done in order to be
able to extract the maximum benefit from regional integration, and documentation shows
that there is little consensus on what the priorities of that social thrust should be, even if
the CA MTR noted that all stakeholders shared the view that regional integration should
be supported through actions to reduce the impact of the social crisis, and that the
economic integration process would create jobs. The lack of consensus on a plan may be
due in part to the fact that the agenda is described in high-level or society-level terms.

Based on the documentation at hand it is also clear that there is a major problem with
political support to the entire regional integration process, including a lack of legitimacy
that spans the entire LA region including CA. Without political leadership, the EU may
help improve the mechanics and the operating frameworks of the trade related aspects of
the AA but it cannot help the region to leverage the social effects of the AA.

Key EU documents do not specify the priorities for, or the strategies to implement, a
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greater level of capacity amongst national counterparts to manage social cohesion.

As a final note in this sub-section, it is noteworthy that the up-to-date data on which
analysis and “social effects” strategies could be based is not readily available. In fact the
EU has contributed in a significant way to the development of a number of databases
including those for internal monitoring, economic factors, statistics on economic life in
the region, etc. (In large part during PAIRCA1); the documentation does not speak to
social databases although these may be part of what was developed for SIECA. PAIRCA
1 was to develop a data base for PARLACEN but that did not happen, and the SyE
system put into place in SICA is not being used. It did, however, lay down the bases for a
network of NGO, NSA and institutions that could, if it wanted, share information.
Documents show that this only happened for a short time. Nevertheless, documents
point to the conclusion that PAIRCA 1 was instrumental in beginning the process of
linking societal issues to the regional integration and eventually the AA. Documents show
that the regional integration and its social ramifications can only be managed by the CA
Member States themselves, albeit in a coordinated and strategic manner; in fact the MTR
for PAIRCA 2 notes that the strengthening of SICA institutions is not the only means of
support the process of regional integration in CA, and suggests that more could be done
to support non-economic interventions.

Data, sources,
exctracts

The EU has in its possession a number of important analyses that highlight the need for
reform and strengthening of national institutions in order to enable more coherent social
development:

“Several govermments bave carried out significant constitutional and institutional reforms so that
traditionally marginalised sections of the population can be integrated into the country’s political and
economic life. However, in a number of countries, greater effort is still needed to strengthen institutions so
that the State can fully and effectively assume its responsibilities in areas such as security, justice and
taxation.

In many cases, institutional weakness makes it very difficult for the State to tackle nationwide challenges
such as narcotics trafficking and organised crime. Criminal organisations can take adpantage of such
weafkness and in some cases this can threaten the very foundations of the State. This is why the EU is
supporting efforts to strengthen democratic institutions in several Latin American countries.

In recent years, Latin America has shown clear signs of willingness to move abead in regional integration,
coordination and political dialogne. For example, the Rio Group and UNASUR (Union of South
American Nations) have played a key mediating role in conflicts that recently affected some of the
countries in the region. The creation of the South American Defence Council and of Bank of the South
(Banco del Sur) are further manifestations of this willingness to find regional solutions to regional
problems.”

MTR and RIP 2011-2013 p.3

But there is a region-specific characteristic that the EU needs to consider: there is more
than one major model for social development being put forward in the region:

“At the same time, a group of countries (i.e. ALBA — Bolivarian Alternative for the Americas) is
coming together on the basis of common principles and socio-economic and political models, with an
ideological content that somewbat differs to the rest of the region. This development needs to be monitored,
as we are witnessing two different models of political and economic management, which in some cases conld
hinder further dialogue and integration.”
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MTR and RIP 2011-2013 p.4

The 2010 MTR noted that Civil Society, regional institutions, CA governments and

Member States need to participate in parallel with the 7™ round of negotiations on the
AA.

“All stakeholders shared the view that regional integration should be supported throngh actions to reduce
the impact of the economic and social crisis. They in particular underlined the need to support the economic
sector, including SMEs, cooperatives and farmers, with a view to stimulating access to the intra-regional
market (productivity, competitiveness) and creating employment. They also emphasised the need to
concentrate on actions at local level and to involve relevant actors within civil society. All activities shonld
benefit both economic and social actors and contribute to the Social Cobesion Agenda adopted by the
region. Environmental issues, in particular forest conservation and water management, were also
emphasised.”

CAMTR 2010 p. 12

Unfortunately, the 2011-13 RIP only had two priorities “in the context of the
implementation of the Association Agreement”, i.e.

“ Support for the economic integration process, consolidated customs union and related harmonised
policies, and for sustainable development in cross-border areas (€ 44 million)

- Support for regional security at the borders (€ 7 million)”

And neither of these dealt directly with developing or leveraging social effects.

The LA RSP identifies that there is a major problem in political legitimacy in the entire
region and notes how that problem can put the region at risk. The following is an excerpt
from a section that begins with a preamble that notes that the strategies that follow are
designed with the creation of AA in mind,

“Latin American citizens blame the ruling classes and their incapacity to adopt adeguate reforms. They
also criticise political parties for their failure to provide political mediation. This demonstrates the
structural weaknesses in the rule of law, which are a threat to the credibility of national institutions,
democracy, good governance and stability in the region.

1t is recommended that these priorities be tackled as a matter of urgency in any economic reform; that a
wide public debate be instigated, and that institutional capacity and legitimacy be built up.”

LARSPp. 6

Section 5.5 of the CA RSP 2007-13 analyses the coherence between country strategies
and regional strategies, and part of that analysis deals with social cohesion, regional
governance and security as well as the environment. For social cohesion, there is no
reference to developing the capacity of national counterparts although it may be assumed
under what is called “sector initiatives”. For governance and security, the RSP does not
mention capacity but speaks to the CSP of various countries and its key focal points.
Insofar as environment is concerned, the RSP notes that:

“Finally environment will be integrated into the chosen focal sectors of the present RSP (mainstreaming):
7) the component dedicated to strengthening the regional integration institutional system includes possible
specific support to the part of the system dedicated to regional cooperation in the field of environment; i)
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the component aiming at strengthening economic integration includes, inter alia, developing and
implementing harmonised and common policies that will contribute to the creation of a common market
(including environmental measures).”

It does not, however, specifically deal with the AA in the sense that developing a capacity
for leveraging the long-term social effects of the AA is not mentioned. It needs to be
remembered that the RSP was put into place years before the signing of the AA.

Section 5.5 of the CA RSP 2007-13

In terms of being able to develop long-term strategies for leveraging the long-term social
effects of the AA, it is clear that such strategies cannot be developed without data on
which to base the analysis. PAIRCA 1 was instrumental in developing the data bases for
SIECA in the 2007-09 period, and this action consumed about 2M € out of the 15€
budget for PAIRCA 1.

“La experiencia del SIECA en el manejo de estadisticas y el apoyo de EUROSTAT fueron clave para
lograr resultados positivos de corto plago en esta actividad, que con una inversion de fondos UE de
aproximadamente €2M fue el componente individnal mdis grande del PAIRCA. En sintesis, el
PAIRCA permitio la implantacion, en el dmbito de la SG-SICA, de un sistema de informacion de
estadisticas bdsicas para apoyar la integracion y la configuracion de una red con participacion de todos los
institutos nacionales de estadisticas de la region (aspecto que se consignid tras esfuerzos significativos) y de
8 secretarias técnicas del SICA.”

Ex post evaluation of PAIRCA 1, p. 14

Specifically with respect to PARLACEN, the ex-post evaluation of PAIRCA 1 concluded
that that RIO did not, as of 2010, have the legal framework in place to carry out its
mandate, thereby depriving CA of its potential benefits. On p.14 the report also notes
that the capacity development actions in PARLACEN were restricted to “punctual
actions” concerning some of its Commissions. One of the indicators for PARLACEN
related to the reform of SICA and was to take place in 2008. The action did not take
place (see p. 15).

“Sin embargo persiste la debilidad del PARLACEN por su falta de universalidad, amenazada aiin
mads con la solicitud formal de Panamad de retirarse, en agosto de 2009. La imagen de la institucion arin
no es solida en cnanto a sus capacidades de generar beneficios tangibles para la integracion, por lo que la
reforma institucional asin sigue siendo pertinente.”

Ex post evaluation of PAIRCA 1, p. 14

PAIRCA 1 was to work with PARLACEN to make available a comprehensive data base
to national counterparts and to the general public. This did not take place so another
source of important data is not available.

Ex post evaluation of PAIRCA 1, p. 23

PAIRCA 1 laid the foundation for a network of NSA of various types that became much
more enabled to influence the direction of, and then participate in the regional integration
process, including the effects of the AA. The PAIRCA 1 worked in sectors, in university
networks in supporting NGOs and marginalised groups such as women and children and
in connecting institutions such as FORPEL. Much of the effects of the contribution took
place in the latter years of PAIRCA 1:
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“Pero una evalnacion imparcial no puede mds que relevar la importancia del PAIRCA para introducir
la variable “integracion” en la sociedad civil de la region. Aqui no hay dudas gque “no hay marcha
atrds”. Una vez que se dispararon los detonantes y se sembrd la inquietud sobre el valor de la integracion,
la sociedad civil se apoderd de esta bandera y la hizo propia.”

Ex post evaluation of PAIRCA 1, p. 24-27

The PAIRCA 1 contribution to linking civil society to the AA was addressed by the ex
post evaluation of that initiative. The results were assessed as being very positive:

“También se participd de forma activa en los temas vinculados al proceso de negociacion del Acuerdo de
Asociacion entre la Union Europea y Centroamérica. Se contribuyd a que la sociedad civil realizara
gestiones con los Gobiernos de la region y presentara lanteamientos en instancias especializadas como el
“II Foro Sociedad Civil Centroamérica-Union Europea perspectivas hacia un acuerdo de Asociacion
Unidn Enropea y Centroamérica”, asi como los Mecanismos de Participacion y Consulta del CC-SICA
de cara al Acuerdo de Asociacion. Los resultados del 11 Foro de la Sociedad Civil Centroamérica-Unidn
Europea, abarcan cuatro dreas: didlogo politico, cooperacion, zona de libre comercio ¢ integracion regional.
Estos temas fueron el resultado de una amplia consulta realizada con representantes de la sociedad civil.

La participacion de la sociedad civil centroamericana en la discusion del Acuerdo de Asociacion con la
Unidn Europea y la creacion de un comité bilateral de seguimiento con Europa, impulsd el
posicionamiento de la sociedad civil en el sistema de integracion. El apoyo técnico del CESE Europeo
como modelo de integracion robustecid al CC-SICA. Entre los resultados estin los foros efectuados con
los empresarios/ as, en Bruselas y Guatemala, que impulsaron contactos institucionales clave y generaron
interés para fomentar el intercambio comercial entre las regiones.”

Ex post evaluation of PAIRCA 1, p. 24-27

Notwithstanding the above observation, there are many that support the concept that
Regional Integration needs to be defined and accepted by the CA Member States
themselves. PAIRCA helped to open a door but leadership was not there to take
advantage and provide the roadmap. Another key issue is the financial support provided
to the regional integration effort. As of 2010, there was still no real and permanent
response. One has to conclude that no response=no real support. And that would
necessarily translate into a weakening of long-term social effects.

“Los evaluadores no pueden mas que coincidir con algunas apreciaciones recogidas en las entrevistas en el
sentido gue Centroamérica debe construir su propio modelo de integracion acorde a las realidades y
capacidades de los paises centroamericanos. Para que esto ocurra se debe impulsar el debate entre sectores
académicos, politicos, tanques de pensamiento y sociedad civil en general. El PAIRCA abrid una brecha,
generd inquietud, promovid discusion, pero lo que no pudo hacer, como no podia ser de otro modo, fue
reemplazar los liderazgos que se necesitan para hacer el proceso de integracion sostenible en el tiempo.

La sostenibilidad de las numerosas actividades del PAIRCA en particular estd asociada a la capacidad
[financiera y apropiacion de las mismas por parte de las instituciones. Esto no estd garantizado en la
actualidad debido a la carencia de politicas de largo plazo y al cardcter personalista y transitorio de los
tomadores de decisiones en las instituciones beneficiarias, aspectos que se conjugan con el permanente déficit
[financiero de las mismas.»

Ex post evalnation of PAIRCA 1, p. 41

The MTR for PAIRCA 2 notes that strengthening institutions of SICA is not the only
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means of supporting the process of regional integration in CA, and suggests that less-
economic sector support would be necessary:

“El fortalecimiento institucional a los drganos e instituciones del SICA no es la iinica via para fomentar
y apoyar el proceso de la integracion centroamericana. Se puede argumentar que el fortalecimiento a las
instituciones y secretarias del SICA tiene un limite de absorcion o un punto de saturacion y una veg
llegado a este punto, mayor avance y eficacia se puede esperar del fortalecimiento de la sociedad civil y de la
identificacion de la poblacion en general con el proceso de integracion.”

MTR PAIRCA2p. 18

JC 4.3 — The development logic behind the RSP is consistent with the EU’s key regional
developmental strategies and priorities, including the CA and LA RSPs

Statement
on JC4.3

All evaluation and monitoring documents (including the MTR or the CA RSP 2007-2013)
inherently support the proposition that the goals and priorities of the AA do not conflict
with the principles and objectives of the EU development policy. In fact, the broad range

of cross-cutting issues that for part of the baisis for EU development cooperation policy
are reflected in the both the CA RSP and the AA’s articles on Political Dialogue.

The goals and priorities of the EU are, perhaps by necessity and design, described at a
relatively high conceptual level, and as such allows for a great deal of liberty in
interpretation. The EU insisted, for example in 2004, that CA must significantly deepen
its integration process in order to become eligible for a full AA with the EU. In fact,
most documents examined under this EQ would question whether what has happened
since could be described as “significantly deepened”. This is not a criticism of the
negotiation team but a reflection on the fact that EU policies and priorities in this domain
are not well bordered or limited (at least those that are made public).

An important finding is that the EU consistently tried to include references and links to
the AA in its plans and strategies. For example, that there is a link between the AA and
the response strategy is spelled out in the CA RSP 2007-13. In fact, the AA is presented
as a means of reducing the risk factors associated with the RSP. In addition, CSP’s in
three CA countries refer to the link between country-level focus and the regional
integration process.

The articles of the AA and its annexes are, in fact, the result of a long process of
negotiation with the CA, but it is also the result of a long series of agreements, policies,
declarations and other EU decisions. In that way the AA reinforces the intent of the
decisions on which it was based. The AA deepens (makes more explicit) and integrates
(into a coherent structure that is comprehensive in its scope) all the values, strategies and
poley/political thrusts that are contained in EU cooperation documents, specifically the
RSP for Latin America and the RSP for CA. The AA articles dealing with Political
Dialogue, Cooperation and Trade specifically identify the logic links to these strategic
documents.

Our hypothesis is based on the role of EU development (re: poverty, equity, rights, etc.)
on one hand, and the comparative advantage of the EU (as stated in many documents
including the Consensus on the other hand. The EU was clearly in a position to
understand that merely providing access to markets and the statistical “growth” that
accompanies higher export sales is no guarantee of “development”. Nor is the mere
signing of an AA adequate enough to promote equitable growth and a re-distribution of
wealth within society. Many research documents make that point, including te UNDP

Final Report

July 2015 Annex 1 / Page 184




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

Human Development Report of 2010 (p. 46), Hammil, M. in “Growth, poverty and
inequality in Latin America” (ECLAC), and the UNCTAD 2010 Trade and Development
Report. All of these research papers and more point to the fact that access to markets
must be accompanied by a number of regulatory and systemic frameworks if growth is to
be pro-poor (notice that over 50 percent of the world’s poor live in middle-income
countries).

The RSP should have been better designed to support Member States (and the RIO) in
their quest for poverty reduction, social equity and human rights and not essentially
focussed on the context of the AA. Logically then the RSP should have prepared the
region and its Member States. The emphasis here is not on the AA and its negotiation but
on the development.cooperation programmes that supported regional integration.

I-4.3.1 — The RSP and the initiatives that it generated do not conflict with the principles and objectives of
the EU development policy, specifically with respect to “Aid for Trade)

Findings at
indicator level

All evaluation and monitoring documents (including the MTR or the CA RSP 2007-2013)
support the proposition that the goals and priorities of the AA do not conflict with the
principles and objectives of the EU development policy. In fact, the broad range of
cross-cutting issues that for parts of the basis for EU development cooperation policy are
reflected in the both the CA RSP and the AA’s articles on Political Dialogue.

The goals and priorities of the EU are, perhaps by necessity and design, described at a
relatively high conceptual level, and as such allows for a great deal of liberty in
interpretation. The EU insisted, for example in 2004, that CA must significantly deepen
its integration process in order to become eligible for a full AA with the EU. In fact,
most documents would question whether what has happened since could be described as
“significantly deepened”. This is not a criticism of the negotiation team but a reflection
on the fact that EU policies and priorities in this domain are not well bordered or limited.

An important finding is that the EU consistently tried to include references and links to
the AA in its plans and strategies. For example, that there is a link between the AA and
the response strategy is spelled out in the CA RSP 2007-13. In fact, the AA is presented
as a means of reducing the risk factors associated with the RSP.

Data, sources,
extracts

The overarching set of policies that govern the EU’s development cooperation thrusts
are contained in the following:

Article 177 of the Treaty Establishing the Huropean Community. The Community’s

policy in this area shall contribute to the general objective of developing and
consolidating democracy and the rule of law, and to that of respecting human rights and
fundamental freedoms.

The 2005 European Consensus on Development, which defines the prime objective of
development as the eradication of poverty in the context of sustainable development
(including the MDG), along with the promotion of democracy, good governance and
respect for human rights. The Consensus also stresses the importance of partnership with
the developing countries and of promoting good governance, human rights and
democracy with a view to more equitable globalisation.

“It retterates the principle of ownership of development strategies and programmes by partner countries
and adyocates enbanced political dialogue plus a more prominent role for civil society in development
cooperation”.

(Refer to CA RSP 2007-13 p. 1-2).
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On the basis of Article 179 of the same Treaty Establishing the European
Community, a new Development Cooperation Instrument (DCI) was adopted in
December 2006. Central America is eligible to participate in cooperation programmes
financed under the DCI (European Parliament and Council Regulation (EC) No.
1905/2006 of 27 December 2006 establishing a financial instrument for development
cooperation). The 2004 Guadalajara Summit put the emphasis on regional integration and
social cohesion (defined at that Summit as “reducing poverty and combating inequalities
and exclusion” see CA RSP 2007-13 p. 3). In the 2005 Communication on “A reinforced

European Union - Latin American partnership”, “the Commission restated its aim of a
strategic partnership with the entire region and stressed the need for policy dialogues,
targeted cooperation, promotion of trade and investment and closer alignment of
cooperation with the political agendas and needs of recipient countries) (Ibid, p. 3). The
San Jose Dialogue of 1984 remains the principal channel for political dialogue in Central

America:

“This annual dialogue was originally set up to support the peace process and democracy in the region. It
was confirmed in 1996 and 2002 and expanded to include other issues, such as economic and social
development.”

CA RSP 2007-13 p. 3

A Regional Development Cooperation Agreement was originally signed between six CA
countries and the EU in 1993 provides a monitoring and dialogue process for specific
sectors. A 2003 Political Dialogue and Cooperation Agreement was to institutionalize the
San Jose Dialogue and expand the scope of cooperation to other areas including
migration and counter-terrorism. It also opened the door to the Association Agreement
as the manifestation of

“...the common strategic objective of both parties, as established at the ...Guadalajara of May 2004,
including a free trade agreement”

(Ibid p.3)

The last major decision leading to the AA was:

“At the Vienna Summit in May 2006, and based on the positive outcome of a joint evaluation of
the regional economic integration in Central America carried out during 20052006, the Heads of State
and Government of the European Union and of Latin America and the Caribbean decided to launch
negotiations of an Association Agreement between the EU and Central America, including a ffree trade
area. On that occasion, Central America reaffirmed its commitment to enbance the economic regional
integration, including the establishment of a customs union.”

(Ibid p.4)

In terms of the AA, the EU noted that as a principle it would require a fairly deepened
integration process before committing in writing:

“This support (i.e. the money allocated to the region-LeBlanc) is closely tied to the approach adopted by
the EU at the EU-Latin America and Caribbean Summit in Madrid 2002, and reiterated in

Guadalajara in 2004, when it insisted that Central America must deepen its integration process in order
1o be eligible for a full Association Agreement with the EU.”

CARSP2007-13 p. 15

However, the term “deepened” was never really well defined. The Guadalajara agreement
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does not specify the meaning of the term.

The analysis of this indicator must start with the question: “what is a Regional
Programme supposed to do?” the answer provided in the 2007-1013 LA RSP on p.9:

“Regional programmes have a specific purpose, and operate according to the principle of subsidiarity.

Their aim is to promote partnership between the two regions on issues concerning common challenges.

They have been built on the basis of policy dialogne priorities, which are reflected in Commission
communications and declarations at the Summits of Heads and State and Government of the two
regions.”

All RSP’s must be coherent with the EU’s policies and directions. In this case the LA
RSP outlined its coherency in this way:

“BU policy priorities are incorporated within the three components of the EU-CA Association
Agreement: political dialogne, cooperation and trade. The Agreement includes general clanses on
terrorism, weapons of mass destruction, Serious crimes of international concern, and the International
Criminal Court. The objective is to join forces with Central America in combating insecurity and
promoting a rules-based international order. In relation to regional integration, the Agreement addresses a
comprehensive range of issues, more specifically the need to support institutions and civil society, customs
union, trade and economic issues, and common policies in areas such as Security, energy and the
environment.

It also includes provisions for regional financial instruments to finance transborder infrastructure and
networks. Migration is also addressed under the political dialogne and cooperation chapters of the
Agreement. Migration, security and drngs issues are also addressed at different levels throngh bilateral,
thematic and Latin American regional cooperation. Climate change issues are included in existing
regional programmes, such as PREVDA (disaster prevention, management of water basins) and
PRESANCA II (food security), as well as in thematic and Latin American regional programming.
Ongoing and future bilateral cooperation focuses on strengthening national institutions and governance
(e.g. financial management, justice and security) and on economic sectors (e.g. productivity, SMEs and
trade support).

In conclusion, the priority sectors of the CA RSP respond to the new EU-CA agenda and are coberent
and complementary with EU policies, bilateral cooperation and other financial instruments”.

CAMTR p. 7

An important observation is that there is a link between the AA and the response strategy
spelled out in the CA RSP 2007-13. In fact, the AA is presented as a means of reducing
the risk factors associated with the RSP:

“Main risks associated with the response strategy

o [ack of political commitment and willingness to deepen regional integration;
possible changes in governments and political attitude towards regional

Final Report

July 2015 Annex 1 / Page 187




EVALUATION OF EU COOPERATION WITH CENTRAL AMERICA
ADE

integration; lack of social legitimacy and credibility of regional integration
processy

o Slowdown in implementation and application of common provisions; low
capacity effectiveness of inter-state cooperation and of regional institutions;
lack of financial resonrces for regional integration;

o Macroeconomic stability. Economic slowdowns dne to unfavourable external
conditions (01l prices, US demand, prices of commodities);

®  Different vision of definition of security policies.

The negotiation and implementation of the future Association Agreement between the EU and CA,
which is also aimed to impulse the integration process in the Isthmus, is expected to contribute diminishing
the root canses of a part of the risks associated with the response strategy.”

CA RSP 2007-13 p. 22

The Mid-term Review of the CA RSP 2007-2013 analysed the coherence between the
regional programme and the objectives of the EU in the region, notably through the AA.
It found that they are coherent and complementary:

“BU policy priorities are incorporated within the three components of the EU-CA Association
Agreement: political dialogue, cooperation and trade. The Agreement includes general clanses on
terrorism, weapons of mass destruction, Serions crimes of international concern, and the International
Criminal Conrt. The objective is to join forces with Central America in combating insecurity and
promoting a rules-based international order. In relation to regional integration, the Agreement addresses a
comprehensive range of issues, more specifically the need to support institutions and civil society, customs
union, trade and economic issues, and common policies in areas such as security, energy and the
environment. It also includes provisions for regional financial instruments to finance trans-border
infrastructure and networks. Migration is also addressed under the political dialogne and cooperation
chapters of the Agreement.

Migration, security and drugs issunes are also addressed at different levels through bilateral, thematic and
Latin  American  regional cooperation. Climate change issues are included in existing regional
programmes, such as PREV' DA (disaster prevention, management of water basins) and PRESANCA
1I (food security), as well as in thematic and Latin American regional programming. Ongoing and future
bilateral cooperation focuses on strengthening national institutions and governance (eg. financial
management, justice and security) and on economic sectors (e.g. productivity, SMEs and trade suppor?).

In conclusion, the priority sectors of the CA RSP respond to the new EU-CA agenda and are coberent
and complementary with EU policies, bilateral cooperation and other financial instruments.”

Mid-term CA RSP Review, 2007-2013 p. 7

The conclusion of the CA MTR 2007-2013 expressed on pages 7 to 8 were validated by
examining the AA. The team observes that the conclusion arrived at by the MTR was
fully justified based in the facts. For example, AA Articles 1 part 1, 2 and 3 clearly reflect
the basic principles of the EU in its establishment documentation. The objectives noted
in Article 2 are also a reflection of EU policies imbedded in the RSP, specifically sub-
section a) on political dialogue, cooperation and trade; b) on democracy and human
rights; ¢) on sustainability; d) on trade agreements as a means of reducing poverty; ) on
strengthening regional integration as a means of being able to participate in an AA etc.
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The Institutional provisions also reflect the RSP in that Article 10 specifically calls for a
Joint Consultative Committee:

“1. ...Its work shall consist in submitting the opinions of civil society organisations to this Council
regarding the implementation of this Agreement without prejudice to other processes in accordance with
Article 11. The Joint Consultative Committee shall further be tasked with contributing to the promotion
of dialogne and cooperation between the organisations of civil society in the European Union and those in
Central America.

2. The Joint Consultative Committee shall be composed of an equal number of representatives of the
European Economic and Social Committee, on the one side, and of representatives of the Comité
Consultivo del Sistema de la Integracion Centroamericana (CC-SICA) and of the Comité Consultivo de
Integracion Econdmica (CCIE), on the other side.”

Refer to AA General and institutional provisions, pp 2-3 and p.11

The broad range of cross-cutting issues that form the basis of EU policy are reflected
both in the RSP and in the AA’s articles on Political Dialogue:

“The political dialogue between the Parties shall prepare the way for new initiatives for pursuing common

goals and for establishing common ground in areas such as: regional integration; the rule of law; good
governance; democracy; human rights; promotion and protection of the rights and fundamental freedoms of
indigenons peoples and individuals, as recognised by the United Nations Declaration on the Rights of
Indigenous Peoples; equal opportunities and gender equality; the structure and orientation of international
cooperation; migration; poverty reduction and social cobesion; core labonr standards; the protection of the
environment and the sustainable management of natural resources; regional security and stability,
including the fight against citizens' insecurity; corvuption; drugs; trans-national organised crime; the
trafficking of small arms and light weapons as well as their ammunition; the fight against terrorism; the
prevention and peaceful resolution of conflicts.”

AA Part 2, Article 12

The trade provisions of the AA have been designed to link to development at large.

“Further economic development throngh trade Thanks to this Agreement Central American conntries will
benefit from liberalised access to the European markets in numerons sectors. This entails important
economic and social benefits in Central America with gains in national income for Central America as a
whole excpected to amount at € 2.6 billion. The change in national income is estimated to vary from 0.5%
in Nicaragna to 3.5% for Costa Rica in the long run due to the Agreement. In addition, the Agreement
is expected to have an overall poverty-reducing effect across the Central American region.

According to an independent Trade Sustainability Impact Assessment commissioned by the EU, the
Agreement is expected to contribute to large sectoral (sic) gains in the fruits, vegetables, and nuts (F17N)
sector, especially for Panama and Costa Rica. Guatemala and Nicaragua are excpected to become more
competitive in the textiles and clothing sector for example, while EIl Salvador and Honduras will see an
increase in their export of transport equipment. By granting Central American countries immediate and
Sully liberalised access to European markets in industrial goods and fisheries, the Agreement will help
exporters from these countries to move up the value-added chain. When fully enacted, the reduced costs of
trade will have a beneficial impact on growth and jobs in all Central American countyies”

MEMO/ 11/429 Brussels, 20 June 2011 “Highlights of the trade pillar of the Association Agreement
between Central America and the European Union”
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I-4.3.2 — Goals and priorities of the AA and of the EU development policy for the region are mutually

reinforcing
Findings at There is a hierarchy of “detailed prescription” that is inherent in development
indicator level | cooperation: For example, corporate-level policies are less detailed than regional or

country strategies, and these are by necessity less detailed than planning or
implementation documentation. Parallel to these are various declarations,
communications, and partnership descriptions etc. that provide boundaries to planners
and decision-makers and offer potential directions for collaboration. The AA is
considerably more detailed than the CA regional strategies and offers a venue
(tiguratively) for describing what will be done to achieve expected results. It must be
remembered that the AA is an agreement (contract) that contains clauses to bind the
parties to specific actions, whereas the regional strategies are not. In that way they are
mutually reinforcing. In a way, the RSP now can support the AA whereas the AA is not
in a position to “support’” the RSP.

The articles of the AA and its annexes are, in fact, the result of a long process of
negotiation with the CA, but it is also the result of a long series of agreements, policies,
declarations and other EU decisions. In that way the AA reinforces the intent of the
decisions on which it was based. The AA deepens (makes more explicit) and integrates
(into a coherent structure that is comprehensive in its scope) all the values, strategies and
policy/political thrusts that are contained in EU cooperation documents, specifically the
RSP for Latin America and the RSP for CA. The AA sections dealing with Political
Dialogue, Cooperation and Trade specifically identify the logic links to these strategic
docs

When it comes to “social cohesion”, a recent (2010) paper published by a CA NGO
association and three large European NGOs (validated by interviews in the field) finds
that while the EU stresses the need for “social cohesion”, the concept remains vague and
is interpreted in different ways by different stakeholders. The 2005 “evaluacién de la
Estrategia Regional de la CE en America Latina” also identified «vagueness of concept»
as a major problem, while noting that the EU LA programme did not define the
indicators for social cohesion in a way that it could be measured.

Data, sources,
extracts

The coherency and strategic logic of the Latin American RSP are spelled out as:

“Latin American regional programming slots into the framework of the Development Cooperation
Instrument (DCI) and the follow-up to the summits between the EU and Latin America and the
Caribbean, and in particular the 2004 Guadalajara summit and the 2006 Vienna summit, and is
aimed at strengthening the strategic partnership between the European Union and Latin America. This
partnership is conducted at three coordinated levels: regional, sub-regional and bilateral.

1t 75 in line with the communication on a stronger partnership between the European Union and Latin
America adopted by the Commission on 8 December 2005 and with development policy documents.

The EU and Latin America pledged at the summits to develop a regional strategic partnership
establishing close relations in the political, economic and social spheres. Regional development cooperation
between the EU and Latin America has traditionally been a key element in their relations and must be
seen as complementing national and sub-regional programmes. 1t brings valne added; a fact made clear by
the evaluations, and bhas focused on networking initiatives between actors from the two regions. lfs
preparation and inmplementation demand close coordination with other donors (ECLAC, IDB, UNDP,
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1.0, etc.).

Cooperation with the Latin American countries combines a burgeoning network of association agreements
between the EU and Mexico, Chile and, in the future, Mercosur, Central America and the Andean
Community with the regional development cooperation programmes already under way, the aim being to
Joster the concept of partnership between the two regions: the EU and Latin America and the Caribbean.
In future programming, operations of this kind will have to be focused on the region’s priorities. Three
areas of regional activities have been identified for the period 2007-2013 on the basis of regional needs
and the lessons drawn from past cooperation, which will need to be made sufficiently visible.

The three areas have been chosen to tackle the following regional challenges:

(1) Social cobesion to consolidate the social fabric by, inter alia, reducing poverty, inequality and exclusion
and cooperation in the fight against drugs: URB-AL, EUROsociAL

(2) Regional integration and economic cooperation: AL-INVEST, @LLS

(3) Human resources and mmutnal nnderstanding between the EU and Latin America: ALFA,
ERASMUS MUNDUS”

CA RSP 2007-13 p.21

The CA RSP document goes on to explain which strategic decisions and strategies enable
the LA programme to exist in its proposed form:

“The main legal and financial instrument governing European Commmunity cooperation with Latin
America in the period 2007-2013 is the Regulation of the European Parliament and of the Council
establishing a financing instrument for development cooperation (DCI), which is based on Article 179 of
the EC Treaty.

The European Union’s cooperation policy is based on Article 177 of the EC Treaty. It provides that
Community policy in the sphere of development cooperation shall foster the sustainable economic and social
development of the developing countries, and more particularly the most disadvantaged among them, the
smooth and gradual integration of the developing countries into the world economy and the campaign
against poverty in the developing countries. It also contributes to the general objective of developing and

consolidating democracy and the rule of law, and that of respecting human rights and fundamental
[freedoms.

Article 181a of the EC Treaty also provides that the Community shall carry out economic, financial and
technical cooperation measures with third countries that are complementary to those carvied out by the
Member States and consistent with the development policy of the Commmunity. Community policy in this
area shall contribute to the general objective of developing and consolidating democracy and the rule of law
and o that of respecting human rights and fundamental freedoms.

The Joint Declaration by the Council and the Commission of November 2005 on European Union
development policy defines the objectives and principles which should guide Community action, in
particnlar greater coordination between the Commission, Member States and leading donors to ensure
better complementarity of aid, concentration of Community activities, examination of consistency with
Community policies and the preparation of country strategic papers.

The Commission’s programming is intended to underpin closer dialogue on policies and reform in Latin
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America through action which is conducted at the most appropriate levels (national and regional) and
tailored to different categories of country, priority being given to helping the poorest countries. Regional
programmees have a specific purpose, and operate according to the principle of subsidiarity and their aim is
to promote partnership between the two regions on issues of mutnal interest. The Commission set out its
objectives for relations between the EU and Latin America at the fifth Summit of Heads of State and
Government of the European Union, Latin America and the Caribbean in VVienna in May 2006.
These focus on three priority areas: multilateralism, social cobesion and regional integration. The strategic
partnership between the EU and Latin America, which was set in motion by the Summit process,
underpins political dialogue with countries, sub-regions and the Rio Group. 1t has led to association
agreements with Mexico and Chile. Negotiations are under way with three sub-regions: Central America,
the Andean Community and Mercosur. These have reached differing stages according to the level of
integration; these stages were fixed at the last summits.

On 8 December 2005 the Commission adopted a new communication (COM(2005) 636 final) on a
stronger partnership between the European Union and Latin America. This underlines the need to
establish a closer strategic partnership through a network of association agreements (emphasis added)
involving all countries in the region and helping to contribute to the region’s integration as a whole throngh
the following measures:

-establishment of genuine political dialogues to increase the influence of both regions on the international
scene;

~development of effective sectoral (sic) dialognes with a view to reducing inequalities sustainably, promoting
sustainable development and tackling poverty;

-contribution to the development of a stable and predictable framework to belp the Latin American
countries attract more European investment, which will eventually contribute to economic development;

~tatloring of aid and cooperation to the needs of the countries concernedy
~increasing mutual understanding throngh education and culture.”

CA RSP 2007-13 p.21

The EU outlined in the 2007-13 RSP what its priorities should be (in the sense of its
major contribution areas) with respect to economic integration.

“As underlined by the donor matrix, the Commission is essentially the key supporter, with the aid of
grant funds, of the process of establishing a customs union, developing and implementing common policies
and strengthening regional institutions through the SG-SICA and the SIECA.”

CA RSP 2007-13 p.21

“At the same time, regional integration bas to be seen as a longstanding objective for cooperation between
the EU and Central America in order to promote political stability and sustainable socio-economic
development in the region and reduce vulnerability. In this context, as this analysis shows, a clear
awareness has emerged of the importance of regional integration in terms of strengthening the region’s
position on the global markets and in external negotiations as well as in defending Central America’s
own development agenda and permitting it to join forces to face new common challenges. A more efficient
institutional system and deeper integration will also be a means to contribute to tackling other challenges
which the region faces, as identified in the previous sections, such as:

®  Strengthen democracy. Regional integration in Central America has
proved to contribute to political stability and to enbancing regional dialogne
and cooperation between the countries in order to reinforce democracy and the
rule of law in the region.
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® Decrease the economic vulnerability and dependence of
the region. At the same time, swifter implementation of the economic
integration agenda wonld contribute to diversifying intra-regional trade,
Stimulate competitiveness, attract foreign investment and gnarantee smoother
integration of Central America into the world market.

o The prospect of negotiation of an Association Agreement between the EU
and Central America is also expected to stimulate faster convergence
of the different visions and levels of interest regarding
integration. Closer cooperation and economic integration at regional level,
together with a higher level of social cobesion, would also contribute, at a
later stage, to reducing intra-regional economic disparities.”

CA RSP 2007-13 p.22

The Policies and priorities outlined in both the LA and CA RSPs are fully in line with the
Key policy statement on EU-Latin American relationships as outlined in “A Stronger
Partnership between the European Union and Latin America- Communication from the
Commission to the Council and the European Patliament, 2006”. The policies of that
document, as outlined in its “strategy’ section- Section 3” deal with societal cohesiveness,
democratic governance, security, regional integration, sustainable development and
conflict prevention and crisis management. It also deals with better targeting of
development cooperation, greater inclusion for certain actors, creating a common higher
education area and improving visibility.

These are the thrusts and policies of the CA RSP as outlined above.

A Stronger Partnership between the European Union and Latin America- Communication from the
Commission to the Council and the Eurgpean Parliament, 2006

The AA deepens (makes more explicit) and integrates (into a coherent structure that is
comprehensive in its scope) all the values, strategies and policy/political thrusts that are
contained in EU cooperation documents, specifically the RSP for Latin America and the
RSP for CA. The AA sections dealing with Political Dialogue, Cooperation and Trade
specifically identify the logic links to these strategic documents.

The goals and objectives for EU-CA development cooperation for Central America, as spelled ont in the
overall and the specific sections of the “EU-LAC Development Cooperation Guide 2010 update”, are
Jully in feeping with the CA RSP. Specifically addressed in that document are political dialogue,
development cooperation framework, the search for a regional cooperation agreement and favourable trade
regimes. Another point specifically noted in the document is the ‘“negotiations for an Association
Agreement between the EU and CA, including a free trade area.”

EU-LAC Development Cooperation Guide, 2010 Update, p.31 and pp. 15-20

PAIRCA 1, PAIRCA 2 and PATAA
Direct Beneficiary | Type of Support Main Outputs
Organisation ~ (MAIN
ONES ONLY)
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SG SICA

At regional levels

All forms of

support  including
TA, equipment,
studies,  payments
for services such as
meetings and
training.

R1 and R2 are
managed directly by
SG SICA
(programme

budgets) while R3
and R4, dealing
mostly with NSA

For PAIRCA 2 (conceptually an
extension of PAIRCA 1):

R1  Reinforced decision-making
process at regional level, and
progress in institutional reform

R2 Regional institutional capacity

reinforced as well as inter-
institutional cooperation and
coordination with national
counterparts

R3. Civil society participation in in
regional integration process
improved, and interchanges between
CA and EU

and visibility and )
networking are | R4 Improvements in the level of
managed by  the sensitivity, public awareness and
UNDP. information, and academic training
in regional integration and the
regional  integration theme is
progressively inserted into the
education agenda in the region
AN LFA and a WP for PAIRCA?2 is
available
SIECA TA, operating | SIECA benefits from both PAIRCA
- COMIECO (COM}%‘Z/ CXp.Cl’lSCS, 2 and PAIAA
of Economic equlp_ ment, The TAPS for PATAA notes that the
Integration Ministers of | MECUNES: key results areas are the following:
CA) SIECA (CA | The . cpmplete R1. Harmonization, standardization
Economic  Integration | decentralisation and _ simplification _of customs
Secretariat) - model is used in | procedures facilitated and customs'
- SECMCA (CA PAIAA. electronic interconnection improved
Monetary Council) — in countries implementing the AA.
SG SICA (General
Seretartat - of  CA R2. Certain areas of Trade in
Integration @{fem). - Services strengthened
as the organization
in charge of the
global coordination R3. Certain complementary policies
of the regional harmonized
institutional system,
and  administrator R4. Improved knowledge and
of Programme acceptability _of the economic
PAIRCA II integration  concept _and _ the
-  CENPROMYPE Association Agreement's benefits
(Centre  for  the among civil society and private
Promotion of SMEs) sector
- CCIE  (Consultative
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Committee on
Economic Integration)

Regional Committees of
the Economic

Integration Sub-system
and of the AA -
expected to collaborate
in consults on policy
discussion  concerning
customs and  trade
facilitation matters.

- Technical  Committees
of all topics of economic
integration  of  the

Progranme

- Special Committee on
Custonss, Trade
Facilitation and Rules
of Origin

- Sub-Committee on

intellectual property for
the AA

Other actors involved
in the implementation
of dispositions and
measures derived from
the CA  integration
process and the AA

- The  Ministers  of
Finance of  Central
America  (including
Panama) — particular
collaboration  and
coordination  with
SIECA should be
held in the
implementation of

activities

concerning R1
regarding the
refunding of

multiple payments
of tariffs and taxes
within the Customs
Union — specifically
through their
Customs Offfices.

- Other Ministries and
national agencies

R5. Regional and National
Institutions responsible for the
economic _integration process have

been strengthened
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directly linked to the
economic — integration

process:

Possible beneficiaries of

TA

and capacity
building initiatives.
Private sector
representatives  and
Cuvil Society
Organizations
(Associations,
cooperatives,
NGOs, and the
Academia):  These
organs  will  be
beneficiaries  and
should have the
possibility to
execute specific

activities from R4.

PARLACEN Listed as | Capacity development and technical
beneficaiary support in sector issues
Activities are listed
in the Annex 1
TAPS of PAIRCA 2
and PATAA

CCSICA Listed as | Capacity development and technical
beneficaiary for | support in sector issues

Pairca 1 and 2
Activities are listed

in the Annex 1
TAPS of PAIRCA 2
and PATAA
National counterparts Listed as | Capacity development and technical
beneficaiary support in sector issues
Activities are listed
in the Annex 1
TAPS of PAIRCA 2
and PATAA
NSA Listed as | Capacity development and technical
beneficaiary. support in sector issues
Activities are listed
in the Annex 1
TAPS of PAIRCA 2
and PATAA
Other RIO Specific to | Capacity development and technical
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See specific workplans | requirements.  See | support in sector issues
under PAIRCA and | workplans  under
Paiaa PAIRCA 1/2, and
PAIAA

NN
A

%%

OTHER RELEVANT INFORMATION (NOT CAPTURED ELSEWHERE IN THIS EQ)

AN\
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EQ:5 Regional Security

EQ 5 — To what extent has EU support helped to establish and improve the
capacity of Central America’s National institutions and Regional Integration

Organisations (RIOs) to initiate, coordinate and implement a regional response to
security concerns in Central America, in particular relating to cross-border security
and social prevention of violence?

JC 5.1 — Improved information exchange systems41, and coordination capacity of SICA
security bodies42 enhance strategic and operational planning and implementation of
regional security measures and the regional security strategy

Statement
on JC5.1

I-5.1.1 — Participation of regional and national authorities and institutions/organizations in
meetings, conferences, forums and other mechanisms (newsletters etc.) of coordination and
monitoring on regional security matters, particularly border security - numbers of activities and
individuals involved, and quality of activities

Findings The EC regional focus has encouraged greater levels of communication, cooperation

at and collaboration among security sector actors, and coordination with the SICA system
indicator | security bodies. The high incidence of armed violence and cross border criminal activity
o) necessitates a coordinated regional approach to crime prevention and response.

The Central America Security Commission has two subordinate bodies: the Democratic
Security Directorate that supports the work of the Commission and OBSICA that
manages research, analysis, information and statistics on democratic security issues in
the region. The Commission is charged not only with the analysis of security issues in
the region but also with communication and coordination with the bodies, institutions
and secretariats of the regional integration sub-system and the organization of the
Central American Security Information and Communication Mechanism, among other
things. The Commission is composed of the Vice-Ministers of External Affairs, Vice-
Ministers of Public Security and/or Governance, and the Vice-Ministers of National
Defence of each country.

The SG-SICA implemented project SEFRO (Regional Border Security Project in
Central America) began in 2010 and was conceived as an effort to integrate border-
crossing management among security institutions (police, customs and immigration)
and to streamline the bi-national procedures. This project was established with an eye to
the future when internal borders in an integrated Central America would be abolished.
One of the main objectives of the project was to improve greater institutional
communication, coordination and cooperation.. The project has taken strides in
bringing institutions together and has facilitated regular coordination meetings with the
regional and national bodies. Various visits to the 19 border crossings of this pilot
project have been made and a newsletter called the International Bulletin on the
progress and activities of the integrated border-crossings is available for the regional
community involved in the project. Another Document on Consolidated Contributions
of the Border Authorities (customs, immigration and police) has been published and
shared with the participating institutions.

The SEFRO Direction Committee has been established to support, supervise and make
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recommendations on the direction and policies of the programme and is made up of
the Secretary General, and representatives of the principle beneficiary institutions
involved in the programme, the Security Commission of Central America, the
Commission of Police Chiefs and Directors of Central America, Mexico and the
Caribbean, the Central America Commission of Migration Directors (OCAM), SIECA
and Directors of Customs, the Delegation of the EU and INTERPOL. The
Commission meets at least twice a year with a focus on contributing to regional
integration through support to the implementation of ESCA (Central American Security
Strategy) and strengthening of border security through institutional, technical and
technological support, increased connectivity, information sharing and integrated
management

The Subcommission for Border Security (subordinate to the Commission of Police
Chiefs and Directors of Central America, Mexico and the Caribbean) was created and
each country identified national Focal Points. The responsibility of the Focal Points,
among other things is to:

® Guarantee the high level commitment and continuous communication with
national authorities for decision making regarding the advances and challenges
in the programme;

e Inform the authorities of the Central America Security Commission of
advances and challenges of the programme;

® To be the official liaison for coordination and follow-up for activities and
actions undertaken by the programme.

The above structures and activities have facilitated communication among
governments and security institutions, as well as technical training of police,
immigration and customs border officials involved with integrated border management,
however collaboration has not to date resulted in more fluid decision making, policy
development or sufficient consensus to define and consolidate a model for integrated
border management. There still exists a lack of common vision for what constitutes a
fully integrated border management unit. A major focus of SEFRO has shifted away
from integrated border management to a strengthened emphasis on intergovernmental
border security, and a date for the eradication of internal borders is far from clear. The
efforts of SEFRO to introduce a European model for border integration have not led
to the adoption of a Central American model. Consequently, with no defined model it
has been impossible to consolidate an action plan or an internal monitoring system for
the full implementation of this concept. The focal points for the national governments
continue to differ in their perceptions regarding the extent of integration needed for the
three border services and the extent of information sharing among the SICA member
States.

The Coordination bodies have been established and meet regularly, broad frameworks
for collaboration have been accepted however political consensus has not been
consolidated sufficiently to guarantee full implementation of the strategies.

The EC support to the CASAC I / II projects focuses on the control, regulation,
collection and destruction of small and light weapons (SALW). To achieve these goals
coordination and cooperation have been central to their efforts. The project has
promoted the constitution of National Multidisciplinary Commissions to institutionalize
the SALW concepts. Five Commissions have been legally created and two are in the
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process. These Commissions act as operational counterparts to the CASAC programme
and are seen to be an important tool for institutional coordination, and also with civil
society. National focal points and coordinators for the National Multidisciplinary
Commissions have been identified in all member States and sit in the Foreign
Ministries.

The coordination mechanisms among national governments and institutions relating to
security issues have been established however lack of consensus between governments,
territoriality between institutions and the frequent rotation of government officials in
the region hinders the full achievement of goals and supranational commitments.
Considerable concern persists in Central America over the full sharing of security
information. There continues to be a lack of the sufficient trust necessary to create
political will on the part of member States to open security files and widespread
corruption creates obstacles to achieving goals.

From the angle of civil society organizations the IEPADES project on “Supporting the
implementation of security strategies in Central America in fighting and preventing
crimes related to small arms and light weapons and armed violence” has set out in its
design to enter into an exchange of good practices on border controls, fire arms
controls and the prevention of armed violence. Subsequently REDCEPAZ (the regional
network IEPADES supports) made advances to participate with CC-SICA and to
SEFRO. The contact with CC-SICA was not initially successful however they did sign a
letter of understanding with SG-SICA that opened spaces for participation and
collaboration in areas of common interest, and presented the possibility for
collaboration with SEFRO and CASAC. Although this collaboration has grown
REDCEPAZ, supported by the EC within the ESCA strategy, is still looking to increase
the spaces of participation and collaboration between civil society and governmental
bodies that will permit civil society to have a greater influence in policy development,
the prevention of armed violence and the promotion of improved regional security. In
the meantime the project has hosted a Regional Encounter between Government and
CSOs — in order to socialize findings from their investigations, improve communication
and to concretize contacts for future collaboration on the topic “Prevention of armed
violence, control of illicit trade and border security”. The participants of the event
included representatives from the SEFRO and CASAC projects, representatives from
the national Ministries of Foreign Affairs, customs, immigration, police, judicial
authorities, military, arms control bodies and civil society. REDCEPAZ has also
established a website to inform the public on control of arms and armed violence,
prepared and presented various reports in this thematic area.

Data,

Supporting evidence:
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sources, Institucionalidad del secto

extracts

Reunién de
Presidentes

Consejo de
Ministios de
Relaciones Exteriores

SG-SICA
[Secretaria Técnica
Administrafiva)

~—

Comision de Seguridad
de Cenfroamérica

Consejo Judicial
Centroamericano

-“

Comision de Jefes y
Directores de Policia de
Centroamérica, México,

Colombia y el Caribe

Direccién de
Seguridad I

Subcomisién Dem