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PROJECT AUTHORIZATION 

Ecuador Name ot Countryz 

Name of Project: Inte,rated Rural Development 

Number of Project: 518-0012 

Number of Loan: 518-T-038 

l Pursuant to Section 103 of the Foreign Assistance Act of 1981, as amended, I 
hereby authorize the Integrated Rural Development project for Ecuador (the "Coopera­
~ Country") involving planned obligations of not to exceed Nine Milli!>n Eight Hundred 
Thousand United States Dollars ($9,800,000) in loan funds ("Loan") and Two Million 
United States Dollars ($2,000,000) in grant funds ("Grant") over a fiv"!-yc'll period from 
date of authorization, subject to the availability of funds in accordance with the A.I.D. 
OYB/allotment process, to help in financing foreign currency and local currency costs 
for the project. 

2. The project ("Project") consists of assisting the Government of Ecuador (the 
GOE) make opp-rational its new integrated rural development (mD) mechanism through 
(a) technical assistance and related activities for the GOE's new Rural Development 
Secretariat (RDS), (b) financial and technical assistance for implementing two IRD 
projects located in the central Sierra (the Salcedo project and the Quimiag-Penipe 
project), and (c) assistance for the planning of future IRD projects. 

3. The Project Agreement, which may be negotinted and executed by the officer 
to whom such authority is delegated in accordance with A.I.D. regulations and Delega­
tions of Authority, shall be subject to the following essential terms and covenants and 
major conditions, together with such other terms and conditions as A.I.D. may deem 
appropriate: 

a. Interest Rate and Terms of Repayment (Loan) 

The GOE shall repay the Loan to A.I.D. in U.s. Dollars within twenty-!,ive (25) 
years from the date of first disbursement ot the Loan, including a grace period 
of not to exceed ten (10) years. The GOE shall pay to A.LD. in U.S. Dollars 
interest from the date of first disbursement of the Loan at the rate of (i) two 
percent (296) per annum during the first ten (10) years, and (ll) 'three percent 
(396) per annum thereafter, on the outstanding disbursed balance of the Loan 
and on My due and unpaid interest accrued thereon. 

b. Source and Origin ot Goods and Services (Loan! 

GC><XB and services, except for oeean shipping, financed by A.LD. under the 
Loan shall have their source and origin in the Cooperating Country or in countries 
included in A.I.D. Geographic Code 941, except as A.I.D. may otherwise qree 
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in writtnc. Ocean shfppinc financed by A.I.D. under the Lou shall, except .. 
A.LD. may otherwiM acree in writing, be financed only on flag v_els of the 
United Stat. and the Cooperating Country. 

c. Source and Origin of Goods and Services (Grant) 

Goodl and services, except for ocean shipping, financed by A.I.D. under the 
Grant shall have their source and origin in the United States or in the Cooperati. 
Country, except as A.I.D. may otherwise agree in writing. Ocean shipping 
financed by A.I.D. under the Grant shall, except as A.I.D. may otherwise agree 
in wriU., be financed only on flag vessels of the United States. 

d. Conditions Precedent to Initial Disbursement 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement, the GOE shall., except as A.I.D. may otherwise agree 
in writi., furnish to A.I.D. in form and substance satisfactory to A.I.D. evidence 
that: 

(i) the RDS has been legally established; and 

(li) an Executive Secretary has been appointed for the RDS and is 
worlr'.l11g in that capacity. 

e. Conditions Precedent to Disbursement for other than Technical Assistance, 
StUdies and ReIitea Items 

Prior to any disbursement, or the issuance of any commitment documents under 
the Project Agreement, to rmance other than technical assistance, stud>., and 
related items fer the RDS, the GOE shall, except as A.I.D. may otherwise agree 
in writing, furnish to A.LD. in form and substance satisfactory to A.I.D. evidence 
that: 

f. 

(I) operating procedures for the RDS have been established, including 
appropriate regulations and operating manuals; 

(li) the IRD Fund has been estabUshed, including accounti. and operating 
procedures; anc:i 

(W) the'RDS has formulated an evaluation plan for the IRD program as 
a whole. 

Prior to any disbursement, or the issuarlee of &rJy commitment documents under 
the Project Agreement, fer the Salcedo Project er the Quimiq-Penipe Project 
(other than fer technical assistance and studies), the GOE shall, except u A.I.D. 
may otherwise agree in writing, furnish to A.LD. in ferm and substance satis­
factory to A.I.D. om implementation plan fer such project, which sJw.D. include: 
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(U .... meott with lNIAP (Acricu1tural RlMal'eh National Imtitute), 
DfIJUII (Inltitute at Hydraulic llesourc.), IERAC CIDttitute for Acrari.n 
a.term and Colaaizatim), BNP (National Development Bank) , MAO 
(IUDiItrJ of Acricultu.re aDd Livestock) and a.U oth .. partfcipatinr inltitu­
UGIII, _ell such III'"ment tD, include detailed technical planl ot all 
activiti. tD ~ u.~ertakll1 within the project. The qreem tilt with 
INEllBI Wll l.nclude the tlnal pJa.ns and specifications tor all canals to 
be eoastrueted, includinr secondary and diatributicn canall, aDd identitica­
tian at the farms to ba irrip ted, includinr the size ot each perceI; 

(i1) a complete operating plan (or the first year of the project, including 
pro~ed ICtivities, objectives, budpt and methods tor monitoring environ­
mental upects of the proposed activities; and 

(ill) an evaluaticn plan for the project, iooluding baseline data or detailed 
arrangements tor the collection ot the baseline data. 

,. Condition Precedent to Disbursement for IRD Planning Activities 

Prior to any disbursement, or the issuance of any commitMent documents tmder 
the Project Agreement, tor planning ot tuture IRD projects, the GOE shall, 
ux:ept u A.LD. may otherwise agree in writing, furnwh to AJ.D. in form and 
substance satisfactory to A.LD. a copy of the agreement between the RDS and 
the appropriate local development organization tor such planning activity, which 
agreement shall include a detailed description ot the proposed study and a budgst 
therefor. 

h. Covenant 

The GOE :Ihall covenant that, unless A.!.D. otherwise agrees in writiqr, it wID 
cause INEllHI, consistent with GOE l~tion, to establish and enforce water 
rate enarges in the mn project areas which will be adequate to recover the 
investment aDd operating east.! of irrigation tacWties. 

1. Waiver 

A.LD. nationality requirements are hereby waived in order to permit Grant 
financing· of technical usistance advisors trom Latin American countries, in 
addition to the Coo Country, in an amount not to exceed $1.0 million. 

_._-------

AAAILACoEWCo!" ...!I!:L date§: 
AA./PPC:AShlJcOW~' '-, date '" .... {): 
GC:NLHolm.: dat '\t;) 
nr.IT." r..r.UWf "In IOA-"dtO. 
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A. Introduction and Ovarvi_ 

Dur1ng ~t the entire decade of the 1970. Ecuador v.. gov­
erned by cti.ctatorial rule. In Auguat 1979 a civilian goverDMDt ... ,..d 
office through the fint free e1ectiona since 1968. The new GO! adlliDis­
tration ca.mittad itaelf to begin major structural and social reioraa 
that could deal more effectively with Ecuador's widespread poverty and 
its s.rious agricultural development problems. 

Within Ecuador the Rold6s Government was greeted with wide­
spread enthusiasm. The President and Vica Preaident received 70% of the 
vote, the largest electoral majority ever gi,ren to any candidates in 
Ecuadorean history. There was a great deal of euphoria about a new be­
ginning. Pre~ident Ro1d6s (39 years old) and Vice President Hurtado 
(40 years old) represent the emergence within Ecuadorean society of a 
new group of young, democratically oriented technocrats who are strong­
ly committed to overcoming Ecuador's historic development problems. Aa 
President Rold6s expressed, he hoped that a new page in Ecuadorean his­
tory would begin in 1980 with the initiation of the GOE's new Development 
Plan. 

Yet Ecuadorean democracy is still fragile. After nine years of 
dictatorial rule, the country has been passing through a difficult adjust­
ment period. Disagreements between the Ecuadorean executive and legu­
lative branches of government have significantly slowed down major new 
development initiatives and created frustrations with the new democratic 
Government. These frustrations have grown because expectations, parti­
cularly among the poor, are so high. Also, the GOE must confront these 
expectations at a time of significant budget deficits, declining oil ex­
ports, stagnating ~g=icultural production, continuing drought conditions, 
increasing rural to urban migration, rising inflationary pressures, and 
growing social tensions. 

Since assuming office, the new GOE has been able to concentrate 
its attention on only a few development initiatives. For example, it has 
continued a number of ongoing infrastructure and credit programa of the 
previous government while attempting to give its 1980 budget more of a 
basic human needs orientafion. Second, it has been attempting to create 
an effective National Development Council (CONAn!) to plan, coordinate, 
and prioritize GCE development activities. Third, it haa developed major 
new programs of low-cost housing for the urban poor of Guayaquil and Quito. 
Fourth, as part of an administrative reform prcgram, it has begun a public 
sector management training progr_. Fifth, it is in clle p%oce •• of ini­
tiating new projects for small industry develo~nt, rural electrification, 
secondary cities development, rural road and school construction, school 
feeding, and adult literacy. Sixth, it has duigned a new _Cham... for 
undertaking integrated rural development progr_ that can impact .ore .f-
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fectinl,. on the aultiple probl_ of the rural poor. And .evea.th, it 
baa cODcea.trated a larle effort on prepariDl, and obtaininl a ~opular 
COlUlaaU8 QQ. a Pive Year Develop.ut Plan and cOIIIpl-..ntary .' ctor ana­
lytic docUMnte. While the ilIIplaentation of .011. of the •• pr\)lr ... h .. 
been delayed by the conflict between the GO! Congre .. and the Pr .. idea.t, 
t.he executive branch haa attempted to move forward on them &8 DlUch aa 
po .. ible. 

The GO!' s new National Deve1cpmant Plan i8 perhaps the but in­
dicatiou of the intentions of the Ecuadorean executive branch. Working 
through CONAn!, headed by Vice Pr .. ident Hurtado, the new Administration 
has tranalated itl broad campaign prOllises (the "21 Punto. Progr..aticos") 
into a detailed Development Plan that lays out for 1980-84 ambitioua social 
and economic refor.. The Plan giv .. high priority to rural development 
and calls for an expanaion in progr.. that meet the basic hUlll&ll need. of 
the sixty percent of the Ecuadorean population that ia poor and th:;.t h~ 
been left out of the country's economic growth process. After extensive 
consultations with public and private .ector groups, President Reldo. ap­
proved the Plan by executive decree in March 1980. 

The GOE' s new Development Plan represents a significant cODllllit-
ment to rural development that closely parallels AID' 8 emphasis on assist­
ing efforts that provide f:>r the baaic human needs of the poor majority. 
However, to implement its Plan effectively, the GOE must overcome its cur­
rent political divisions that have virtually stAlgnated the Government. It 
must also deal with serious institutional, technological, and human re­
source constraints that have been ~jor obstacles to expanding the deli­
very of resources and services to the poor and to increuing Ecuadorean 
agricultural production. Should these limitations frustate the objectives 
of the proposed Plan, major questions could be raised in Ecuador about the 
ability of democratic regimes to undertake fundamental developMIlt programs. 
For these reasons, the U.S. has a strong interest in cooperating with the 
new Roldos Government in translating its socio-economic policies into pro­
jects that address Ecuador's most important develoPQent prohlems. 

For the past year, President Roldo8, Vice Pr •• ident Hurtado, GOE 
Ministers, and other high level officials have expressed continuously the 
high priority that the new demo~ratic administration places on integrated 
rural development (IRD). The GOE' s National ~velopment Plan formalizes 
this priority and indicates that IRD projects will be a major instrument 
for translating GOE policy into actions that better serve the needs of 
the Ecuadorean rural poor. Thereforo i this AID Project, which will aa.ist 
Ecuador make operational its new IRD mechanism, ia cOUllidered by the GO!, 
USAID, and the Country Team as the most important activity in the renewed 
AID program in Ecuador. 
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I. ..eyro_d cad COIlceptU&! Fr_ork 

Projeet. for Pl"OIIOtinl expanded alr.lcultural production end ia­
proftcl rural life have hie torically rece! ved U. S. develoPMllt ... i.e tance 
in Ecuador ..well .. in other LDCs. In thO! 1940s and 19!)Oa aaall scale 
u.s. technical .. aietance efforta J throuah the Cooperative Servicioa and 
the Point IV ProlramJ succeasfully initiated SOllIe of Ecuador'. first 
modern agricultural development agencies and facilitated the introduc­
tion of new prl')duction technologies. Separate U.S. progr .. (Servicios) 
for health and education also belan some of Ecuador's first rural health 
and rural education programs. These modest institution-building, training J 
and technology transfe~ efforts were seldom implemented in the same geo­
graphic areas or directed to the sa~ local groups. While a number of 
these projects had dramatic impacts on Ecuadorean agricultural production 
and institutional arrangements, few mechanisms were developed for deal-
ing with country's lIIOre complex rural poverty problems. 

Rural poverty alleviation received even less AID emphasis during 
most of the 1960s. USG development policy shifted away from its historic 
concern with agriculture, health, and education. All in many LAC countries, 
the Alliance for Progress in Ecuador concentrated on import-substitution. 
industrialization, major infrastructure and housing development, public 
administratioo improvements, and budget 'support that would pra.ote macro­
economic growth. What minor emphasis was placed on agric,.),ture and rural 
development was mainly directed to expafiding the production of agricultural 
c01llllOdities that could support urban-industrial developmef.lt. It was assumed 
that economic growth would automatically take care of the poverty problem. 

In reaction to the worsening income distributil:)n pattern in Ecuador 
and the failures of the "trickle down" development apprl)ach, USAID initiated 
in the late 1960s and e~rly 1970s & new style development prograa that fo­
cused directly on the problema of rural poverty. Proj ects were implem~ted 
for c!!pesino leadership training. small farmer cooperative development. 
nonformal rural education. small busineas development, rural electrifica­
tion, and promotion of campeslno entet:'Prises through credit, technical as­
sistance, and land sale guaranties. Emphasis was pb-:ed on facilitating 
campesino participation in develo.-:-ment programs. pl'01IIOting c01llllUnity org&­
nizatic,ns, and directing rasources to s!)ecific tar&et gr.oups. although few 
of these AID projects were inter-related or even concentrated in the same 
geographic areas. Before many of these projects could be fully tested and 
institutionalized, foreign policy issues contributed to the early termina­
tion of this program. However, well ahead of the New Directions legisla­
tion, USAID had begun to reorient ita program to better meet the needs of 
the Ecuadorean rural poor. 

For most of the 19708, the phase-out of the AID program in Ecuador 
effectively eliminated the application of New Directions prolr-..inl for 
the country. Nevertheless, a number of important las.ona were le.rned in 
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d .. ipiDI ad illpl...utinl thue earlier rur51. poverty proj ecta. Th .. e 
lea.ODa, .. follows, have been utilized in the developlMllt of the t'eDeved 
AID proar" and in the de.ign of the Proj.ct propo •• d h.rein: 

- rirlt, the rural poverty efforts initiated in the lt~t;e 1960. and early 
1970. generally encountered implementation problema because they lacked 
high level GOE .upport and/or because of GOE institutional weaknes •••• 

-- Second, most AID projects were single-faceted intervention. for deal­
ing with rural poverty. Individual projects were uaually unconnected 
and iJlplemented in different parts of the country. This tendt!d to 
fragment and disperse overall AID efforts in dealing with rural pover­
ty problems. 

-- And third, though follow-up evaluations of these AID projects indicated 
that they had significant impacts on addreaaing problema confronting 
rural poor target groups, each project left gaps and seemed to over­
look significant complementary areas that later reduced the overall ef­
fectiveness of the project.. In retrospect, project impacts might have 
been greater if individual project interventions had been interrelated 
and concentrated in the same geographic areas as was later done exten­
sively in New Direction programs in other LAC countries. 

A similar pattern took place with the other donors. The early 
efforts of the IDB and IBRD (1965-75) were directed to financing separate 
rural and agricultural development projects (e.g., individual loans usual­
ly unconnected and dispersed throughout the country, for agricultural 
credit, irrigation, livestock, seed processing, animal health, agroindus­
try, and research support). However, GOE assessments of these projects 
determined that this subsectoral focus was not having the intended im­
pacts, particularly on rural poverty problems. (This determination was 
perhaps sparked somewhat by the earlier AID efforts, which contributed to 
creating a greater consciousness -Jithin tha GOE on the need to better ad­
dress the country's rural pover:y problems). Starting in the mid-to-late 
1970s, both IDB and IBRn began directing increased financing to area­
specific, i!l.tegrated rural development proj ects. During the same period, 
IICA and FAD also began directing more of their efforts to IRD projects. 

• As examples, the nonformal rural education project did an excellent 
job of training and motivating campesinos to define their problems; 
but once the problems were defined, GOE institutions were often not 
in • position to deliver resources or services. The small farmer 
cooperative projects gave insufficient attention to manageaent train­
ing and expertise. And the Campesino Enterprises Project required 
complementary intervex1tions in marketing, technology develop1l8Ut, and 
rural health and education that were not included in the original de­
sign. 
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At pra.eat, thare i. a conaenaua Dl<mg the GO! and the interna­
tiOD&l .... ei_ co tha h .. t .pproach for dealing with rural da ... lopMnt 
t~ !cuador in the 1980.. All .... tn racognize th.t if significant pro-
.. r ... is to be _de in bruldng up Ecuador's century-old rural poverty 
Clmditiona, well-coordinated and Jlultidmensional interven:ious (in agri­
clutura, health, potable water, nutrition, education, off-farm employment, 
mid other sectors) must be planned and delivered on an area-specific 
blt.is. The qt.:estion, however, is how best to organize and implement 
such a strategy in Ecuador. 

To date, most IRD projects b~ve merely combined together tradi­
tional credit and infrastr~~ture c~onents. The form and packaging of 
projects has changed, but the substance has remained b&sically unchanged. 
Many of these projects have had extrewely high costs per beneficiary. 
Each international agency has implemented its IRD projec'~s through a dif­
ferent institutional system. There has been little concern with insti­
tutional development and almost no target group participation in the IRD 

.planning and implementation process. There has been inadequate apprecia-
ti,on given to the need to develop lowel:' cost IRD models and deli,rery SY9-

teDS that can facilitate widespread replication. If the GOE is to use the 
IRO approach as an instrument for reducing the country's serious rural 
pO'l7erty problems, then it is vital that these concerns and gaps be ad­
drl!ssed. 

The Project proposed herein will support the emergence within the 
GOE of a more effective institutional framework for planning and implement­
ing IRD projects. AID funding has been designed to ~courage institutional 
development and learning at the national, regional, and local levels. Each 
level will be tied into a total system extending from local institutions 
where target group needs are articulated, to national level coordinating 
and funding mechanisms. 

Through the financing of the GOE' s priority IBn proj ects, empha~is 
will be! pl.aced on planning ~d implementing low cost IRD interventin!!,:" 
encouragin~ community participation, and testing new delivery dDJ manage­
ment systf!'JIS. The implementation of these IRD projects will provide rea­
listic examples of the types of institutional, technical, and h~an re­
Bource problems that must be addressed by the GOE in different gea&~aphi~ 
and cultural regions. Each of these projects can stand on its own an.~ 
will attack important rural poverty problems in particular regions of the 
country. However, the experience gained through these projects will be 
used in the total institution-buildi'lg process, with the result that da­
veloping a better IRD mechanism is bdSed not only on ab.tract planning 
concepts but on real experience. Thus, the planning and impletllentation 
of a number of high priority IRD projects are integral parts of the inati­
tution-building process being assisted by the AID Project. 
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C. Pruject Ducription 

The p~rpose of the proposed Project,ia to as.iat the GOE make 
operational its new integrated rural develop1Ml1t _chani... Thia pur­
pose will be ac:coapliahed through GOE/AID fiIumc.inS of the following: 

- Technical assistance for the GOE's new Rural Development 
Secretariat (ROS); 

- Financial and technical assil :ance for implementing two nm 
projects located in the central Sierra (the Salcedo area of Cotopaxi 
Province and the Quimiag-Penipe area of Chimborazo Province); 

- The planning of one IRD project in Kanabi, a COtital province, 
and support in IRD pJanning and coordination for existing and newly 
crested regional development authorities. 

The IRD meclulnism that will be developed through this Proj ect can 
be conceptualized as a supply and demand model. To better supply resources 
and services to the target grollp, the mechanism recognizes the need f"r 
adequate funding and greater coherence in the planning and implementation 
of IBD projects. It also recognizes the importance of coordinating the 
delivery of resources at the national, regional, and local levels and of 
developing more cost-effective delivery systemn. 

On the demand side, it is re_ognized that the rural poor must be 
organized so that they can articulate what resources anci services they 
.,st need and so that they can partid.pete in their delivery. To these 
ends, local target group liaison organizations will be strengthened, and 
linkages -.nll be developed between these local level orgamizaeiona and 
the agencies responsible for the provision of resources and services. 
Through these local orgauizations and through contact agents salected 
whenever possible from local c01lDDunities, the target group will partici­
pate in both the planning and delivery of IRD resources and services. 

To accomplish the above, the GOE will establish a "Rtiral Development 
Secretariat (RDS) within the Presidency (see Issue 2 below). The RDS will 
plan, coordinate, monitor, and evaluate IRD projects and will administor 
a fund for financiDg IRD field activities. Actual field acdvities at 
the target grot!p level (e.g., provision o~ extension and training .ervices, 
constructiotl. of irrigation systems, granf.:ing of credits) will be provided 
through existing u""lementing agencies such as the Ministry of Agriculture 
(MAG), the Water Resources Institute (INElUU), and the NatiOl1&l Development 
Bank (BNF). Local level coordination will be provided by a Project Director 
assigned by the RDS to each IRD project. Local level coordination IIIld 
planning support will also be provided by regional development authorities. 
Assistance under the Project will be provided to strengthen 8uch rep.onal 
develgpment authorities, or create them where they do not nov m.t. 
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Each level of thia lID _chaniaa will be tied together by 
operatal ~lreeaen1:S. The implementing alendes and regional develop­
MAt authoriti .. will have agreements with the lIDS, while the indivi­
aU£! beneficiary communities and their local organizations will have 
agreementa with the respective !lID project office. In each case, the 
agreement will spell out the responsibilities and obligations of each 
party, and a timetable of what is expected. The RDS will ensure that 
the total system operates effectively and efficiently. AID-financed 
technical advisors will operat.e at all levels of the mechanism to 
~98ist RDS in carrying out its fu;,.ctions. 

To make the above system ~perational, two field level IRD pro­
jects will be implemented 9~~ ~ae will be planned. In the two IRD 
projects to be implementc~, the Project proposed herein will concentrate 
mainly on interventions related to agriculture. AID and counterpart fi­
nancing will be provided for irrigation infrastructure, production and 
investment credit, extension services, input supply services and market­
ing assistance, land titling, campesino le~al aid, and coummity orga­
nization. Adaptive research will be provided under AID's Rural Techno­
logy Transfer (Title XII) Project, while campesino training will be 
provided under an AID centrally funded Rural Nonformal Education Project. 
These projects are both scheduled to begin at about the same time as the 
proposed Project. Other interventions, not specifically agricultural 
but integrally related, will be carried out in the general geographic 
areas over the next several years under other AID projects. These in­
terve:ltions will be in rural health, potable water, nutrition, environ­
mental sanitation, forestry, soil conservation, skills training, and 
off-farm employment. Issue No. 3 below discusses the reasons why pro­
ject interventions have been time-phased over several years. 

The areas selected for GOE/AID financing of integrated rural de­
velopment activities have some of the most serious rural poverty condi­
tions in Ecuador. The Salcedo and Quimiag-Penipe !BD projects are con­
sldu~d two of the highest priority projects in Ecuador, and both are 
included in the GOE's National Development Plan for implementation in 
1980-84. Within these two IRD projects, approximately 8,000 families 
(some 44,000 rural poor) will be direct beneficiaries. The IRD plan­
ning project in Manab! will benefit a similar number of beneficiaries. 

There are significant similarities and major difference. between 
the Salcedo and Quimiag-Penipe IRD pr~jects. As to similarities, both 
projects are based on intensifying agricultural production through the 
gradual introduction of new crops and technological improve.ents that 
require irrigation and other modern inputs. All major .tudip.s support 
this approach to small farmer agricultural development in the Ecuadorean 
Sierra. Yet, the two projects rep relent a different .et of rural poverty 
conditions typical of the Sierra. First, the Salcedo ar .. il • m.zture 
of Indi.a .... tizo while Quimiag-Penipe is predominantly mestizo. Second, 



the tar,et rroup of Quimia,-Penipe is more occupied in farmin, for ba.ic 
iDca.e ,eneration wherea the Salcedo population 18 engaged in significant 
off-fara activitiea. ADd third, each project repreaents a different type 
\Jf irTigation IIOdel. Since the Sierra contains the !arg .. t portion of 
Ecuadorem rm:al poverty, the F.DS 1IlU8t be able to deal with th .. e different 
situations if IRD projects are t.o be replicated in major rural roverty 
areaa. 

The planning of an IRD project in the coastal pr.ovince of Manab! 
will giv,:: the iDS experience in dealing with rural poverty conditions in 
a third anc caapletely different region. Manab! is one of the poorest 
coastal regions of Ecuador, with a large rural popUlation suffering from 
periodic droughts. AID-financed technical a.sistance will institutional­
ize within the RD3 a participatory planning medlodology. 

thUll, each of the three IRD ~roject8 will provide the RDS with a 
different learning experience, in regions with diverse cultural, social, 
and economic conditions. Experience with different IRD project. in typical 
Ecuadorean rural poverty regions is vital for 4chieving the institutional 
development objectives outlined above. 

D. Implementation Agencies and Summary Financial Plan 

The GOE' s new Rural Development Secretariat will be the overall 
planning, coordinating, financing, and evaluating unit for the Project. 
It will administer an Integrated R.ural Development Fund that will receive 
AID and GOE counterpart funding. It will also supervise the implementa­
tion of ~he ov~rall project to ensure adequate coordination cd funding 
at all 1\ ~els. ~~ile the RDS will appoint a Project Director for each 
IRD project, actual field activities will be implemented through GO! agen­
cies through writt.en agreements with the RDS. 

The foll~wing agencies will participate in the program under RDS 
supervision: 

1. Ministry of Agriculture and Livestock (MAr:;) 

MAG will provide the local lev~l org~~zational structure for 
coordinating all project inputs. For each liD project, MAG will provide 
most of the extension agents and local level technical peraonnel required 
for project implementation. MAG utlmaion pereonnel will work with the 
target group mainly through paraprofessional contact agenta and local 
level community organizations. 

2. Ecuadorean Water RUt.t'rces Institute (INEIHI) 

INERHI will construct md/or supervise all irri,ation faci­
lities required for each IRD project aru. Technical .. aiatance will be 



provided to a •• i.t IR!IBI, in collaboration with ~, effectively develop 
and di •• e.inate on-farm water management practices for ..all-scale produc­
er •• 

3. National Development Bank (BNF) 

BNF will administer the various types of agricultural credit 
required for the IRD project areas. Through its branch offices, it will 
plan and deliver credit to the target group in close coordination with 
other IRD project activities. 

4. Ecuadorean Institute for Agricultural and Livestock Research 
(INIAP) 

INIAP will develop the technological packagea required for each 
project area through financing from AID's Rural Technology Transfer (Title 
nI) Project. It will also undertake on-farm demonstrations and field days 
in coordination with other IRD project activities to demonstrate and dis­
seminate new production technologies. 

5. Ecuadorean Land Reform and Colonization Agency (IERACl 

IERAC will undertake an intensive program of land titling 
and campesino legal assistance and it will implement an ongoing program 
of studies and assessments of land tenure patterns in the proj ect area. 

6. GOE Marketing Enterprises 

MAG and the National Marketing and Storage Agency (ENAC) will 
provide :,!:aistance to the ta.rget group in organ.izing marketing and input 
supply enterprises that can u1timat~ly be operated privately by target 
group institutions. 

7. Provincial Governments/Ministry of Public Works (MOP) 

The Provincial Governments of Cotopaxi and Chimborazo Provinces. 
in coordination with MOP, will construct and upgrade rural accus roads 
in the project areas to provide target group membe;s with improved access 
to markets, input supplies, and technical and social services. 

8. Regional Institutions 

TA will be provided to assist with the creation of a re,ional 
development authori~y for the central Sierra (Region 4) that can ultiaate­
ly plan. coordinate and replicate IBD projects. The regional develop.ant 
autbority of Manabt (CRM) will be strengthened for similar purpo .... 



9. Other Iaplaetinl .yeDcie. 

Aa other .ectorial component. are added with future year 
funciin., new illplaeuting agenci .. will participate in the progr.... In 
"-1981, for uaaple, the Ministry of Health (MOH), the Ecuad"rean Sani­
tary Worka Inatitute (IEOS). the National Nutrition Institute (INN), and 
po •• ibly the Social Security Institute (IESS) will undertake rural health, 
nutrition, family planning, potable water, and environaenta1 sanitation 
activities in the IRD project areas. Likewise, an expected new Forestry 
Inrtitute will develop and implement a reforestation and 80i1 conserva­
tion program in the IRD target areas. In FY-1982, other GOE entitiu, 
such as the Mini8tri .. of Education and Labor, may join the program. 

The _~ollowing is .. a S\.IIIIDI.Uy bud!et .£or .the I'To1)osed AID loan., and 
grllO~ and the. GO! counterpart contribution: 

SU!II!ial:l Budget 

(US$ 000) 

A I D 
Activities . Loan 

I. Institutional Assistance SSO 
for RDS Mechanism 

II. Salcedo IRD Project 2,988 

III. Quimiag-Penipe IRD Project 4,lSl 

IV. IRD Planning and Regional 160 
Assistance 

Subtotals 7,849 

Inflation and 
Contingencies 1,951 

TOTALS 9,800 

Grant GO! 

8S0 1,S48 

.100 3,723 

300 5,984 

~ 548 

1,838 ll,803 

162 697, 

2,000 12,500 

Total 

2,948 

7,011 

10,435 

1.096 

21,490 

2,810 

24,300 

The major portion of AID loan r .. ourc .. wil1 ... ut the GO! fuanee 
inv .. tmmt costs for the Salcedo and Quim:i,ag-Penipe IID Projects. Loan 
fund. will also finance vehicle.. co..oditi .. , 1Iinor coete and low techui­
cal personnel required for the IDS _chani .. and for the DlD pbnn;ng pro-



ject in Kaub!. Grant funding will be uaed to finance foreisn technicel. 
advisors and special studies and evaluationa. A detailed juatification 
for thie ,rant fundin, 18 included in the Financial Analy,ie. 

The AID loan will be disbursed during the period 1980-84. The 
Minion can obligate the entire $ '9.8 million loan before September 30, 
1980. Should sufficient lo .... ~ funding not be available, USAm requests 
that the entire $9.8 million loan be authorized with $5.0 million obli­
gated utilizing FY-1980 funds and the additional $4.8 million obligated 
in October, 1980 (with FY-l98l loan funds). The grant will be incre­
mentally funded over five fiscal years 88 follows: FY-1980, $200,000; 
FY-1981, $500,000; FY;;r982, '$500,000; FY-1983, $400,00~ and FY-1984, 
$400,000. . 

E. Issues 

1. The "State of the Art" of Integrated Rural Development 

The emphasis currently being placed on integral rural develop­
ment in many LDCs is, in part, a reaction-against the failures-of the agri­
cultural and rural developmen,t approaches of the 1960s and early 1970s. 
In the view of many observers, the agricultural commodity and national sub­
sectoral approaches implemented during this period failed to address ade­
quately the root causes of rural poverty and, in some cases, may have even 
accentuated this poverty. There is now a widespread conviction among many 
development specialists of the international agencies and LDCs (particular­
ly in the LAC region) that area-specific, integrated programs are the most 
appropriate instruments for directing BBN resource. to rural poor target 
groups. 

Many of theae integrated rural development approaches have been 
patterned after the Camilla Project in Bangladesh. The Camilla project-­
and others like it--was clearly successful in generating and diffusing 
technical and institutional change and in improving the welfare of rural 
villages. 

During intensive review for the Project proposed herein, USAm 
reviewed many integrat~d-type pr~jects as possible guides for project de­
sign. USAID examined the design and analysis of AID-financed projects in 
Panama, Nicaragua, Costa Rica, Honduras, Dominican Itepublic, Bolivia, and 
Peru. USAID also reviewed the Mexican (pmAR) ~d the Colombian (Dn) 
models of integrated rural development being supported by both IBID and 
mB, and reviewed the recently approved IBRD integrated rural develop-.nt 
projects in Colombia, PerU, Ecuador, and Northeast Bra~il. Yet, as in­
dicated in a recent DSB draft report entitled Inte,ra·ted Rural Develop­
ment: Makins it Work, the state of the art on IRD _t'Proach .. 18 nill 
r:UcHmantary. There appears to be no general qreement in the devel~t 
literature, or in :evaluatiob,& on what :makes :fo~' a -succe.sful.. nm. prol'ec~ 
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d .. ilD. IDtelrated approach.. to agriculture and. rural developllGt are 
.till aperiMDtal, cd few leneralizatiooa can uyet be aade about th_. 
Sa.. project. have beeD quite aucca •• ful.(e.g., Camilla in BaDglad .. h, 
PIlWlin Muico, INVIhNO in Nicaragua), while aimilar approach.. in 
other countries have encountered difficultie.. There ia no "cookbook 
approach" that can be followed. Each project 1IIU8t reflect country­
apecific conditions and local political and institutional realities. 
In OSAID'. view, high level political support for IRD (such as existB in 
Ecuado~ and adequate funding for technical advisors may be amung the IDOst 
critical factors for en8uring overall program success. 

2. The StatU4 of the Rural Dev~lopment Secretariat (RDS) 

The RDS has not as yet been established .. a legally function­
ing entity, although the highest level GOE offici.!s have repeatedly in­
formed the Embassy/OSAID that it will soon be created by executive decree. 
The O.S, Amb .. aador and AID Representative recently met with President 
Roldos and Vice President Hurtado (Bee Annex H), and both of these GOE 
officials reaffirmed their policy of creating the RDS as one of the maj or 
development actiona 0f the new democratic Government. Over the past eight 
months, high level Presidential and Vice Presidential advisors hsve also 
C'.ontinuoualy assured USAID that the RDS will be created, and they have 
outlined how the RDS will be crganized, staffed, and operated. 

In stating GOE policy 00 integrated rural developtlent, the 
National Development Plan (1980-R4) Btates: 

-itA Technical Unit (RDS) will be established at the highest 
governmental level possible. • • to fulfill the. function of pro­
gramaing, coordinating, organizing, foll~ng-up on, and evaluat­
ing 'he actionB of integrated rural development proj ectB, and it 
will propose financial resourc~ allocations to organizations of 
the puulic sector that will participate in the referenced (IRD) 
projectB. It 

-itA financial mechanism for integrated rural development 
will be established to orient and channel resources to specific 
IRD projects. It will operate under the guidelines established 
by the technical unit mentioned above. It 

The lack of progress in eatablishing the RDS do .. not reflect 
lack of GOE commitment to the RDS concept. A aensitive political con­
frontation between the Presidency and factions of the Ecuadorean Canlr ... 
haa prevented the completion of actions leading to tha e.tabli.~t of 
the RDS as well .. initiation of other new development prolr.... More­
over, although it currently appears that the RDS will be attached to the 
Presidency, alternative locationa in the Vice Pre.idency and CONADE have 
been considered and rejected. 
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A n"er of international agencie. (e.g., FAO, IlCA, IBRD) have a­
pr ... ed intere.t in working with or through !'.DS. USAID believe. that a 
~dition precedent to disbura..ent in the Project Agr_amant requiring the 
legal .. tabliahJlllDt and .taffing of RDS will represent added incentive for 
quick resolution of the status of the RDS. A FAO technical ... istance 
agreement for the aDS haa been structured in a similar way. The issue, 
hovevQr, is what are the implications for the feasibility of the Project 
if the RDS is not established within a reasonable time. Is there still a 
project without the RDS? 

In the event the RDS:ls not created, the project components proposed 
herein could be implaented through the Ministry of Agriculture, much as in 
the Tungurahua project funded by IBRD. There would still be a Project with­
out RDS, although a les9 significant project. Under a MAG structure each 
Project component could stand on its own, and together could be implemented 
as important GOE activities. While a new IRD mechaniem would not be created, 
important field level objectives might be accomplished. The assistance 
planned for strengthening the RDS would be redirected toward improving MAG's 
structur.e for designing and admini~tering projects within its current in­
tegrated agricultural program (PIJA). 

Nevertheless, while feasible, this is a less attractive- option than 
the RDS concept. MAG's orientation is to agricultural production rather 
than to broader rural poverty issues. Historically, MAG has had great dif­
ficulty coordinating its own autonomous agencies, let alone ministries and 
agencies outside the MAG family. Before moving to the MAG option, in the 
event the lIDS is not created, USAID would complete for AID/W review a de­
tailed analysis of the ability of MAG to coordinate nat~onal level implement­
ing agencies and to bring into IRD projects complementary resources from 
other sectors. 

3. Phasing of AID-IRD Inputs 

The IRD program to be assisted by AIl) will ultimately involve 
various cypes of inputs in agriculture, rural health, nutrition, potable 
water, omvironmental sanitation, forestry and soils conservation, rural 
education, skills training, and off-farm employment. A number of different 
implementing agencies, perhaps a~ many as 10 t~ 15, will ultimately part­
icipate in the program. To simplify the planning and implementation of 
what is inherently a complex program, the GOE and USAID have chosen to dis­
aggregate and phase-in project interventions over several years rather than 
attempt to do everything at once. 

This, of course, raises the issue of why should agriculture be 
the lead intervention. Interventions that address other constraint. (e.g., 
health, potable water) may be equally or even IDOre important. Why is the 
program beginning with agriculture? 

First, one of the most serious probl... of the rural poor is a 
law level of productivity and income. ~nleas the productive b ... of the 
poor is improved, it i. unlikely that other interventions can be totally 
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effective. Developinl the productive b .. e of IID rea!ou meana increas­
in, alrlcultural productivity. 

Second, to date agricultural aector institutions have greater 
experience and willingneaa than in8titutiona in other sectors to plan and 
t.plement inte,rated programs. An integrated agricultural program (PIDA) 
was developed for thispurpoae within the agricultural sector and it now 
has aeveral year a of operating experience. Other. ministries and agencies 
(such as KOH, MOE, MOP, and IEOS) have no such experience or organizational 
structure. The knowledge of these agencies about IRD approaches is limited, 
and they have minimal experience participating in the planning and implement­
ation of lRD prograJU. Therefore IRD delivery syst .. and supporting mecha-
01 ... within theae other sectors need to be carefully analyzed, and fitted 
into the overall IRD mechanism so that each complements and supports the 
other. USAID believes that this institutional development process can best 
be accomplished by phasing AID inputs over time rather thun attempting to 
do everything at once. 

USAID recognizes that the target groups within the Salcedo and 
Quimiag-Penipe IRD projects consi~er health and potable water as high prio­
rity activities. The developmental challenge, however, is just not build­
ing so many health centers, or latrines, or potable water systema. !he 
critical problems are how are these health centers going to be staffed and 
how are they going to extend services. How will the potable water systems 
be serviced and how will coanunities be mobilized to participate in environ­
mental sanitation activitieS? These organizational and institutional questions 
need to be addressed before health infrastructure can move forward. rf this 
is not done, the risk will be run of duplicating the errors of other pro­
jects that emphasized health infrastructure with inadequate consideration of 
staffing and delivery system issues. 

4. The Integrated Rural Development Approach in Ecuador 

The GOE is in the process of committing itself to an ambitious 
program of rurel development and institutional coordination. Ito new rural 
development strategy, particulal'ly its IRD approach to rural pove:-ty, close­
ly parallels AID's emphasis on assisting programs that provide for the basic 
human needs of the poor majority. There is no doubt of the GOE' s sincerity 
and commitment to the objectives of its strategy. The rural development 
part of its new Development Plan reflects a widespraad conaensua within the 
GOE and donor agencies. The Plan has been extensively debated by the Rold5s 
Administration and is now being implemented. In USAID's view, change will 
come in Ecuador either as a result of the success of the GOE's new Develop­
ment Plan or as a result of its failure. The interests of the U.S. are with 
the Plan's success. 

However, some degree of skepticism about the ability of the GOE 
to fully implement its Rural Devel~t Prograa__particularly ita IRD ap­
proach-is inescapable. The scope of the effort 18 -.bitioua. The ez:iat-



iDa iaatitutional structure baa not iD the p .. t,~trated skill or 
iDter .. t iD c:lealin, with the preble .. of the poor~, There baa be. his­
torie difficulty in Ecuador for any a,eney or past political ac:lwinistra­
tion to brinK about effeclive coordination amon, ,agricultural sector inati­
tutiona, let alone inatitutiona outside the agricultural .ector. Serious 
iDstituticnal, managerial, technological, and hUllWl re.ource weakn ..... 
must also be overcome to implement the Ecuador IRD approach. 

The GOE will initiate its new program during a period in which 
the country fac ... serious political, social, and economic probl.... A 
major division between the legislative and executive branches of the GOE 
may C01IIPlicate program implementation. Thus, a realistic assea8MD.t of 
the prospects must conclude that the GOE's integrated rural development 
program will be a hard effort, replete with some difficulties. Why then 
is USAID proposing to direct a major element of its program to this ap­
proach? 

First, the lIm program is one of the highest GOE development 
priorities for 1980-84, and it is exactly in line with AID policies of 
reachir..g the rural poor. During his July, 1979 trip to the U.S., then 
President-elect. Roldos himself indicated that IRD projects would be one 
of his highest priorities. Vice President Hurtado has repea~ed this 
assertion and has specifically requested AID assistance in this area. 
GOE ministers and the new National Development Plan further reflect this 
priority. If AID does not support the GOE's integrated rural development 
approach, such indifference would isolate USAID' s program from the main­
stream of the most significant GOE rural development efforts for 1980-84. 

Second, the IRD approach being proposed by the GOE haa evolved 
over the last four years in close consultation with international agencies 
such as the IDB, IBRD, FAO, and IlCA. Aa indicated in this PP, all of the 
major donor agencies are supporting IRD appro ache. in Ecuador. 

Third, the role of AID is not necessarily to assist host coun­
tries with the easiest programs to implement. AID's role i. to be a pio­
neer in helping countries build new structures that better addr... key 
development problems. AID in Ecuador has effectively helped fill planning 
lJIld institutional vacuums and has served as a catalyst to bring about 
needed institutionltl and technological changes. Over th~ years AID haa 
probably been the most effective donor in .. sisting the GOE establish and 
make operational new institutional systems. It is exactly this inatitution­
building approach that is most appropriate in helping the GOE'~2oper&tional 
its new T:RD mechanism. 

Given the above considerations, counseling re.traint to the 
GOE would not be effective. Whittling down AID support would dim;nish 
AID's influence and usefulness to the GOE, without protectinl AID froa 



e .. ocietion with e ca.plu prolr .. to illplaMllt. Pailure to aupport thia 
effo~t becauae of aDticipeced difficulti .. would be unthinkable b.caua. 
of tbe reaaou outlined ab"..... After careful d.liberation, USAID h.. con­
cluded that the vUe coune would be to support the GOE' s int •• rated rural 
d.velop..nt approach in full. r.copdtion of po .. ible difficulti... AID's 
influence and ability to help the GO! through the inevitable problema 
which lie ah.ad would thua be vxjmiz.d. The U.S. ca.dtmant to help the 
poor and disadvantqed of Ecuador would b. un.quivocally de1llOll8trated. By 
joining the GO! in this effort and meeting the challenges that lie ahead, 
AID and the GOE will learn a great deal about how the U. S. can participate 
with developing cOWltrie. in improving the liv .. of the rural poor. 

P. Project Dev.1opment Committee 

1. The Project Development Commitue w .. headed by the following 
USAID/E officen, who were ruponsib1e for the draftins of the PP: 

Dr. Vinceat Cusumano, Rural Development Officer 
Mr. Michael H. Hirsh, Capital Dev.lopment Officer 

2. The following GOE personnel s.rved on the Committee or other­
wise played important roles in the development of the Project: 

Ing. Carlos Vallejo, CONAnE 
: .. \'U6\lsto Larrea, COHADE 
Econ. Francisco Granados, CONAnE 
Ing. Arturo Orquera, INERHI 
Econ. Gonzalo GllZ'IUn, BNF 
Ing. Jorge Viteri, IERAC 
Lcdo. Ernesto Oviedo, IERAC 

Ing. 1l6mulo Solis, INIAP 
lng. Jaime Borja, HAG 
Lcdo. Rene Unda, MAG 
Ing. Guillermo Maldonado, MAG 
Dr. J ad Yanez, MAG 
lng. Joa' Castellanos, MAG 

3. The following conaultants .. aiatlid in the prepantion of the 
Project. 

Dr. Samuel Daines, PCI 
Dr. Allen Lenaron, PCI 
Dr. Karl Hancock., PCI 
Mr. Craig Anderson, PCI 

Mr. John Hatch, PSC 
4. The following individuals 

'Tarious components of the Project: 

Dr. Diego Londono, IlCA 
Ing. Agustin Cobos, IlCA 

Dr. PAuato Maldonado, Coattactor 
Eeon. Ruben Salazar, Contractor 
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s. the Project Val r.viewed by the following officer.: 

Jolm A. 5mbrailo, Am Representative, USAID/Ecuador 
Paul Pritz, Acting Deputy AID Representative DSB/RAD 
Patricio Haldonado, Program Officer, USAID/Ecuador 
Steven Whit1lan, Regional Legal Officer 

G. Reco-.endation 

The Project proposed herein was designed by a team cOlllPoaad of 
profusionals from GOE iutitutiOll8, USAID, AID/W, private consulting 
firms, and other sources. A#J part of the design process, the RDS struc­
ture was worked out in detnil and two specific IRD field projects and 
one planning project were identified for impla.entation shortly after 
the RDS is legally established. The Proj.ct was revised by a USAID 
committee. Both the design team and the reviewing colllDittee conclude 
that the Proj ect and its components are technically, economically, 
socially, admjnistratively, environmentally, and financially sound and 
recOJaMmd that the F'roj ect be approved by Am /W and that an AID -loan - .-­
for US$9. 8 million and a grant for U8$2.0 million be authorized. 



I. lAcr.GaotJND AND JUSTIFICATION 

I.. Probl_ and Con.tr.int. 

!cuador'. rur.l poverty prcbl .. , including it •• cricultur.l 
.t.enation, and the con.tr.ints impeding their re.olution have all been 
detailed in • nu.ber of GO!. AID. CAnd other donor docWMntl. Ecuador's 
n.v Five Year Developtlent Plan (19So-S4). prep.red by the N.tional Develop­
.. t Council (CONAnE), is bued in p.rt on • c!et.Ued GO! .nalysis entitled 
Rural Sector Analysi. and StratelI Stateaent and on several diagno.tic 
evaluation. of the agricultural sector prep.red with the as.istance of lICA. 
FAD, and ECLA advisors. Theae GOE studies and tb. conclusion. th.rein .re 
further compl. ... nt.d by the World Bank / s recent Country Study entitled '. 
Ecuador: Development Probl ... and Prospects and by an IDB Country Study. 
both of which contain extenaive ••• e .... nts of Ecuador's agricultural 
sector perform&nce and institutional structure. 

Among the AID documents di.cussing Ecuador's rural poverty and 
agricultural stagnation problema are the CDSS, the PID for this Proj.ct, 
the 1979 Titl.2 XII Ba.eline Study of Agricultural Research. Educ.tion and 
Extension in Ecuador, the PP for the Rural TechnolOgy Transfer (Title XII) 
Project; and two USAID contracted special studies entitled Poverty in Ecuador 
(1979) and Income Distribution in Ecuador (1980). Subsections B and C below 
are drawn from these Q~~uments and provide the background and setting for 
the Project proposed herein. 

B. Rural Poverty ana Agricultural Stagnation in Ecuador 

The rural poor in Ecuador are underprivileged. poorly .ducated, 
luffering from poor health. malnouri.hed. and in general forgotten by tho.e 
institutiocs that are mandated to s.rve them. Th. l.iving conditiona of rural 
dwellers are much lower than those in urban areas. Per capita irl~a.e in 1975 
(in 1979 prices). for ~ample, was $ 1,435 in urban areas but only $ 361 in 
the countryside. Adult illiteracy is four times higher in rural areas (34%) 
than in urban areas (8%). Of every 1,000 students who enter fir.t grade in 
rural public schools, only 272 complete the sixth, compared with 611 in 
urban .reas. Electricity reache. 84.3% of urban dwellings but only 11.6% 
of rural dwellings. And whereas 72.8% of urban dwellingl have sanit.ry 
facilities and 11.2% have a latrine, 86.8% of rural dwellings have neither. 

With marginal lands, low levels of technology, lack of access to 
modern agricultural inputs and public servic ••• and general alienation from 
the larger society, these families find that they are not able to provide 
for most of their basic h~n needs. In ord.r to surviv., they are often 
forced to migrate or otheruis. sell their labor at exer ... ly low wages in 
off-farm activities. 

As discussed in the 1982 CDSS, Ecuador's rural pover1¥ probla i. 
conc.ntrat.d within approximately 450,000 fara families, 73% of who. live 
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in tbe Sierra. Although uny of the.e f .. ~i .. can be clu.ifiecl .. 
"uur landl ..... , truly landl ... rural familie. are few. The 1964 AarariaD 
!afor. taw gave peone5 on hacienda. in the SielTa the right to the ... 11 
plou of land they traditioDiIiy worked. Today, many ... 11 famen continue 
to work on the baci.nda a. well a • .. intain t~ .. ir own small plota. 

lhe Ecuadorean ... 11 farm f.mily typically produces enough food 
c~di~ies for only partial subsistence, on a land bas. averaging less than 
two hectares. Production is often limited to basic cereal gratna (barley. 
coru, wheat) intercropped with le~s (p .... broad bean., chocho, guinoa). 
Many grow potatoes or other tubers, and soma &upplement their family diet. 
by raising small animals. Family labor. in relation to the land area. 18 
avail8ble in surplus quantities. Capit~ and .adem agricultural technology 
are at low level., and the usually .. rginal land ba.. is intenai'V'ely utilized 
through a variety of intercropping systems. The efficiency of the small 
farm .tated in terma of factor productivity could be improved by (1) ration­
alizing labQr use. (2) gaining access to better land and/or improving the 
quality of the existing land base t and (3) receiving more capital inputs 
(e.g •• fertilizers. pes~icides. improved seeds, irrigation water. and 
improved managerial skills). 

Increased efficien~y, however, would not necessarily translate into 
improved e~onomic welfare for the small farmer unless other constraints are 
addressed. A generally inefficient marketing systea. for exaaple. prohibits 
the small farmer from receiving reasonable economic benefits fr~ his efforts. 
Limited access to health facilities. high infant mortality, and widespread 
malnutrition debilitate the population. Lack of accass to education and 
training result in illiteracy ~d general lack of skills. Inadequate roads, 
irrigation, and public services reflect the country's poor infrastructural 
base. Consequantly, production and productivity stagnate, ~d small faL~ 
incoaes and quality of life continue to fall behind the rest of the economy. 
Small farm families have lived with low quality or land, droughts. ero.ion. 
and disease for Auch I long time that many of them suffer from fatalisa and 
alienation from the rest of society. The liortl. "problea", which indicate. 
a possible SOlution. has little meaning for th~ rural poor. 

Rural poverty is closely tied to the .ituation of agriculture in 
general, since the rural poor constitute over two third. of the fara unit., 
produce helf the country's ba.ic crops, and supply much of the labor force 
for other farm units. During the paat seven years, the agricultural sector 
in Ecuador has fallen far short of its potential. Agriculture's contribution 
to gr03s domestic product ha. declined from 29% in 1970 to 19% in 1978. 
Rural population. on the other hand. bas increa.ed by about 2.4% per year, 
implying that the economic welfare of those who rely on agricultur~ for 
their livelihood has worsened relative to other sectors of the eeoD~. 

What is more disturbing. however. is that per capita food production 
Ul Ecuador has actually declined, food imports have increased. food price. 
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are iD the Yaaauard of a daDaeroue price inflation, and the .ector'. 
ability to .. rn needed forsilll achen,e ha. deteriorated. At the ... 
tt.e. the .ector'. natural re.ource capacity to ~roduee aore ha. vcr.aned. 
due to overlrazinl, cultivation on .teep .lope., mi.uae of vater, drouabt, 
and deforeatation. Large a.ounU of export .. rning. from petroleUII .1.1.., 
are baing diverted frma capital fonu.tion to .. eting Ecuador r. food need •• 
Unle ••• illlificant agricultural develo~t measures are taken, !cuador's 
agricultural .ector will probably not be in a position to provide for the 
country's internal food and foreign exchange needs as petro!eum exports 
paaae down in the 1980's. 

The problema of rural poverty and agriculture are indeed compl~ 
and ~tidimensiOD.I, and potenti.l solutions cut aeross traditional 
se~tor.l boundaries. Increasing agricultural productivity and fara income 
is oely a partial answer to addre •• ing the multifaceted problema of Ecuador's 
rural poor. Increased off-farm employment opportunities and a variety of 
social services such as greater access to health, education, and potable 
water must also be part of the solution. The GOE i~ aware of these complex­
ities and i. proposing to utilize ;~~~grated rural development (IRD) 
projects to raise inc~mea and living stan~~rds among the rural poor. 

Through IRD P4'oj ects the GOE expects to--bring -togeth~r-in'-" -coherent 
whole a series of ru4'al poverty interventions in agriculture, health, 
potable water, edu~ltion, nutrition, and eruployment creation. In the past, 
each of these inputs has often been implemented in isolation and dispersed 
throughout the country ·with little or no coordination and linkage. It is 
expected that these IRD projects will be one of the major GOE mechanisms 
for achieving its broader goals of redistributing income, reduciug under­
employment, increasing the availability of food comaoditiea, and in general 
providing for a grea\er participation of the poor in the benefits of econoaic 
growth. 

C. Con.traint. to Addressing Rural Poverty 

There are a host of economic. technological, and in.titutional factors 
which explain the situation described above. For the purpose of the following 
discu.sion, theae constraints will be grouped under the headings: on-fara. 
market, employment, social service,and institutional constraints. 

1. On-Farm Constraints -

A fundamental constraint limiting the ability of the ... 11 fara 
unit to expand production and increase productivity u the land baae, both 
in quality and quantity. The average small fam hal lass than two hectares 
of land, and 73% of them are located in the Sierra, where the soil. are Ie •• 
productive, hail and frost more prevalent, and rainfall irralUlar and low. 
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In addition. ..all fara.r. ~. inad.quat. acc.a. to credit. 
im,atiOD v!lt.r, iDfrutructura •• nic .. , and t.chnical .. ailtuc:.. For 
....,1 •• of the total credit aveilable to the .ector in 1976, only 11.4% 
va. allocated to .. etinl the na6d. of far.. with le.. than 10 hectare., 
whil. over 54% of tbe total went to unit. av.raging over 100 b.eta~e •• 
The 1 ... 1 of modern agricultural knowledle relevant for the 8mlll far-ar 
i. at.o.t nonaxi.tent; few ..all farmer. know about .oil analy.ia, the u.e 
of fertilizen, iapro,,-ed lead., or proper cultural practice •• 

Rural area. cultivateJ by ... 11 farmers are sllO facing wide.pread 
environmental degradation and general misuae of natural resource.. The GOE 
eatiaatel that about half of the land uaed for crop production is affected 

. by loil erolion, and in many ar ... de.ertification is underway. ECU3dor'. 
highland ar ... bave been,denuded of tre •• and un.ound agricultural practices 
are .eriou. saall farmer problema throughout the country. 

In short, the land tenure .yst .. , coupled with incr ... ing 
environmental degradation and lack of needed inputs (e.g., credit, appro­
priate technological package., irrigation water, infra.tructure. managerial 
.kills. technical alsi,tance) are farm-level conltraints which will bave to 
be addressed if small farmers are to develop their agricultural potential 
and begin their climb out of poverty. 

2. ~~rket Constraints 

Small farmer. generally do not have access to market price 
information. marketing cooperatives, ~r other marketing services. IQ&deq~te~ 
on-farm storage, farm-to-market roads. and transportation facilities are 
other market constraints which limit small farmer develo~Jent in Ecuador. 

The demand for farm commoaities produced in Ecuador baa grown 
considerably faster than production. Thi. implie. that if small f!lrmer. 
were capable of producing a !a.rger ,surplua, thr-ir _:inCOlll. could sub.canti&lly 
increase~nless, o~ cours~. costs have increased more?~ In the recent past, 
however, the GOE haa intervened in agricultural markets in an attempt to 
stabilize and keep down the price of food. The impact of this policy ha. 
been to keep prices at levels which favor urban cOUUllers and which act .. 
a disincentive to agricultural production. Since over half of f...:ua4or'. 
cereal grains and legumes are produced on farms with le.s than 10 hectarea p 

agricultural price policies and inadequat~ .. rketing services coutitute 
a major constraint to improving small farm production and inca.aa. 

3. EmplOyment Conltraints 

Another important cou_~uence of Ecuador'l ganerally det.rior­
ating atate of agriculture ia the extr... UDder-.pla,.ent that eziat. in 
rural areas. It i. e.timated that agricultural production could b • 
.-intained at its present levels under current techDolosiea with only 50% 
of the economically active rural population. Ala 0 , 75% of Ecuador'. rural 
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hOUliellola at'a .ith.r luell ... or uar ludle •• (OVD.iq 1 ... tha fift 
h.ct.rae of laDcl). "dUD~y in the rural ~abor forc. h .. d.pr .... d rur.l 
inca.a, incl .... d rural to urba .igr.tion, and in gen.ral incr •••• d the 
.ocio-aconClal c duali .. that uUU b.tween rural and urba ar .... 

Ho.t of Ecuador's ..atl faraar8 find that they are not able to 
provide for their b.sic n.eds fro. .griculture .lone. Likewise, it 18 cl.ar 
that th. probl ... of .any of the Ecuador.an rural poor cannot be solved 
through a farming solution alan.. The expaaion of agroindustries, rural , 
small enterpris .. , and other activities th.t can provide alternative a.ploy­
mant opportunities must be a vital .lement of ay strategy to deal with 
rural poverty in Ecuador. 

4. Social Service Constraints 

While the protiuction, marketina, ad employment conatr.inu 
described above explain 1IIUch of Ecuador's rural poverty, a lack of rural 
socirl •• rvice. is al.o a key factor in maint.ining the poverty cycle. 
The nealth status of the rural population is con.iderably Wor.e than that 
of urban dwellers. For example, the infant DIOrtality rate for rural 
populations is approximately twice that of urban ar.... The leading cau.e. 
of rural deaths -particularly-diarrhul" de.ene.i'respiratory Ulne .... ,­
measle., nutritional deficiencies.; and pneUllOnia- are rel.ted to a lack of 
rural health services, potable water and poor environmental sanitation. 
Protein-calorie malnutrition among rural women and children is con.idered 
the mo.t ser~oua nutritional problem in the country. 

Rural-urban disparities in educati~n remain pronounced, deapite 
recent progres.. Only 66% of primary school agCl, children are .. tiaated to 
attend in ru~al areas, while in urban area. ne.rly all do. About 73% of 
all rural children are eattmAted to drop out of .chool by the 6th grade, 
c01lparad with 39% in urban .reas. The national education .,.It_ h .. done 
little to consider the unique learning n.ed. of the large cultural and 
linguistic minority groups. Within the indigenous cultures, school. are 
still widely viewed as alien institution. repre.entirg the value. of the 
dominant Hispanic culture. Moreover, the curriculum for all rural residents 
remains urban-bia.ed and does little to prOBate incr •••• d productivit,. in 
agriculture and other rural occupations. 

5. Institutional Constraints 

The historic inability of the GOE to d.al with the con.traint. 
listed above can in large part be attributed to in.titutional, aanaaerial, 
and planning weaknes.es and to a lack of appropriate delivery .,..t... that 
can direct resourcee .nd service. to the rural poor. The.e institutional 
and technological constraints are di.cus.ed extensively in OSAID'. k~al 
Technology Tran.fer (Title XII) Project Paper and the,. will only be briefl,. 
..... rized below. 
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Within the &Iricultural public •• ctor, th.r. are & nu.ber of 
__ •••• which hiDder inatitutiona ft'Oll b.ttllt' •• nina the rural poor. 
'l'b ... includ. (a) diap.raicm of .. nic. function. without coordination, 
(b) iDatitutioaal orientation f .. oring lar •• r far.er.. (c) in.ff.ctiv. 
aaDal..-nt and d.livery .y.t .... and (d) • weak huaan r •• ourc. b ••• &Ld 
planninl capacity. For eu.ple ... ch of MAG'. autonOllOu .g.nci ••• zonal 
offic ... and c~dity prolr ... h •• ira own ext.n.ion program. often 
duplicatin, .ffort.. In gen.ral, extenMion ag.nt •• re poorly train.d. 
underpaid. and lack incentiv •• for working in isolat.d ... 11 f.ra.r .r .... 
Extenaion .,ent •• therefor •• typic~lly work seiDly with the better-off, 
larg.r fat1ler •• 

Simil.r problema .xist in the .rea of generating and di •• emin­
.ting .gricultural technologiel appropriate for .mall f.rm u.e. Mo.t re­
... rch work haa to date focused on the ne.d. of larger farmers, although 
.ome progre.. ia being made in developing r .... rch and dis.eatnation 
activities that focus on enaall f.ra agricultur.. Howev.r, filwlc1al .nd 
technical limit.tion., lack of profe •• ional staff, and lack of high level 
concern h.ve limited INlAP's cap.city to re.ch the small farmer. 

In.titutional barriers .re likewise found throughout all the 
inatitutiona mandated to-~rovide •• rvice8in rural .r .... pa~ticularly the 
National Development Bank (BNF). the Agrarian Reform In.titu~e (IERAC). 
the Water a..ourc .. Institute (INERHI). and the National Marketing and 
Storage Agen~y (ENAC). Serious w.akn ••••• are al.o found in non.gricul­
tural .gencies. For example. the Public Works Ministry (MOP) and the 
Ecuadore.n Sanitary Institute (IEOS) have excellent urban oriented 
engineering staffs, but concentrate very little of their efforts on the 
infrastructure need. of the rural poor. The Hinistrie. of Health, 
Education, Social Welfare, .nd Labor h.ve major probl ... expanding the 
coverage of taeir rural programs and de.igning projects that .re .ppro­
priate to the need. of the rural poor. And in.titutional barrier. are 
a180 found within those GOE agencies responsible for national policy aDd 
coordination. 

In discussing the weak inatitutional syst .. for serving the 
rural ~ector. the World Bank Country Study on Ecuador (July, 1979) concluded 
that,"This weakness is associated with the proliferation of public entitie. 
in agriculture. and the- lack of an effective mechanism for overall planning 
and coordination a8 well as the absence of • comprehensive budget .nd the 
poor data base that has existed in the past". 

Thus, the critical institutional conatr.int. are both vertical 
and horizontal. In the vertical category, S01l8 ageneiH (e. g., INIAP, I!US t 

HOP, BNF, lNERHI) require a greater reorientation of their activities to 
the need. of the rural poor and the development of more .ppropriate tech­
nologies and delivery systems. Other .gencie~ committed to dealinS with 
the c.uses of rural poverty (e.g., IERAC) need to 8trp.nsthen and expand 
their institutional capacity. And all .S&ncie. n.ed to develop be:terap­
proach.. for extending their covera.e in • more co.t-effective And relevant 
manner. 
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aa.r.wer ..... if inclividual &laci .. co.uld au.cldellly raori.t 
thair actiYiti.. to the naacl. of tha poor. vertical iaprcw __ t alou 
wulcl probably DOt be .ufficiaat. lacaua tha cOMtrainca to d .. lin, with 
rural poverty in Icuador ar. ~ltidt.en.ional, horizontal .. chant... for 
t.pro.in. the coordination of pro,r... ..ana clifferant a.enciea--both 
within the aariculture and uena.riculture .ector.-- au.t alao be developed. 
UIll ... the input. of a nuaber of different alenci •• can be broulht to.ether, 
concentrated, and delivered to the rural poor in an intearated unner. the 
GOI believ .. that the effort. of any ou~ ',gency or 1lini.try alone will be 
liaited. It 18 felt that a "critical ... " of re.ource. and .ervice.--aach 

_. cieaipacl-"tO Ta1D.fo"rce .ach other-" auat" De "developeiand delivered if " " -
Ecuador'. cent uri .. old rural povertv cvcle i.a ~o hI!! h,..n1c_n 

The.e institutional constraint. obviou.ly have important ~lica­
tiona fer the deaign of the GOE'. integrated rural develo~nt .tratel1. 
The propo.ed strategy aust be broad enough to include element. which addre •• 
the critical ~roduction ... rkating • .-ploya_t.and .ocirl .ervice conatraint. 
faced by the rural poor. In addition, vertical and homontal institutioul 
strengthening activiti.. are necesaary for t-proving the delivery of 
.erviceR to the target group. 

D. R~ral De~lopment Stratesies 

The GOE recognizes the problema and conatraint. discue.ed above and 
hall formulated. a rural development strategy to addre .. th_. AID 18 
proposing to asaist the GOE in carrying out the strategy throuah a rural 
develo,.ant program which combinea building a GO! institutional mechaniaa 
for planning, coordinating, funding, and carrying out IRD projects with the 
impl .. entation of model IRD projecta deaigned to provid~ the input. needed 
at the field l."el. The main objective i. to leave upon termination of 
AID a.si.tance an institutionalized capability -- at the nationa1~ reaional, 
and local levels -- to deal with rural poverty probl ... in a sutained and 
cO.l-effective manner. Other donora also are working with the GOE on IID 
proj~cta. Th, GOE strategy, AID's proposed program, and other donor activ­
itie. are discu.sed in the •• ctions that fol1~. 

1. GOE Rural Development StrategY 

The GOE' 8 new National Developaant Plan (1980-84) gives high 
priority to rural development and propo... three major action. for adclre •• -
ing the problems of the Ecuadoraan rural aector. Firat, .-pha8i1 will be 
placed-on developing new mechanisms for delivering resource. and .srvice. 
to the rural poor in • mor~ coherent, conc2ntrated,and integrated .anner. 
The Plan identifies seventeen specific integrated rural developaent project. 
that will be implemented through this .chaninl. A second aajor progr_ will 
place renewed emphasia on increaaing agricultural production by expandina 
re.ouree flows to the .ector and by addre •• ing IIOre effectively technololical. 
institutional, aarketing, credi~and rural infra.truc~Jre bottlenecks. 
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AM a third .ffort vUl iDitiat. a decctraliaatioa proar'" u.d at 
deftlopiq •• c:01Idary ciU .. iRto illprowd nral ,rowth aDd •• rnc. cae.r •• 
Takaa to,. thaI', all of th ... proar'" r.,r •• ant a concert.d GOI .ffort to 
b.,in r ... raiq a 30 yur policy of uilll t'Ural ar... to .ubaidb. the 
arowth of the country'. urba-!Dduetrial •• ctor. * 

Th. GOI'. rural d ••• lopaent .tTat.gy cont.-plat.s actiona at 
both the national and fi.ld level.. At the national la •• l, GO! lead.r. 
consid.r buUdin, a .trong rural develop .. nt inatitutional bu. a. a pre­
r.qui.ite for addr ••• inl the aultidt.en.ional probl... of rural poverty 
ad agricultur.. To thb .nd. the GO! int.nd. to .. tablbh a Rural 
Daftlop1lMlllt S.cretariat (ROS). prob.bly within the Presidency. Th. iDS 
i8 exp.cted to plan and coordinate-all rur.l d.v.lopment .ctiviti .. , with 
the v.rioue rural •• ctor in.titutiona (e.g •• MAG. MOB, MOE, K)P. IHIAP, 
IN!IUlI. BNl, ENAC .nd th. four'r.,ional d.velopiMlnt .utboriti .. - CIlU, 
PllEDEstJR, CEDEGE. and ~)-iJip1amenting the activities. The RDS 
will adaini.ter • fund d •• ign.d to pool national and internationAl re­
.ourc .. for priority IRD projacta, •• well ••• rural trauf.r of tech­
nology fund. A rur.l training .y.t_ will .lao b. e.tabli.8b.d within the 
ROS in order to incr .... p.rticip.tion of tha rural poor, to promote 
campe.ino organization. to train small farmer.. and to provide a bett.r 
.ean. for disseminating .ppropriate techno logie. " to ,the rural sector. 

In order to etrengthen nation.l lev.l iDatitutiona, and to 
focus their efforts more directly on the probl ... of the rural poor, the 
GOE is contempl.ting an inten.ive effort to .. ke av.ilable training, 
technic.l ... ist.nce, technology transfer .. ch.ni .... and .pplied r .... rcb 
support to the v.rioue rural development inatitutiona. In addition. • kay 
element of the GO!'s .tr.tegy i. to involve the inatitutiona in • coordinated 
fuhion in effective field le.el progr .... 

At the field level. the GO! is propoaill8 the c~eept of 
integrat.d rur.l developlMnt !. the fundaaaDtal Mchani_ for r .. chins the 
poor. The GOE int.nds. through the ROS. to identify the probl .. f.cilll 
kay g.ographic areas of the country .nd to develop .ppropriat. set. of 
project inter.entions for e.ch. For rur.l poverty .reas, project .ctivities 
.re exp.cted to include c~ity organi&&tion develo~t, .ppropriate 
agricultural and non.gricultur.l technology tran.f.rs. t.prov ... nt in the 
natur.l resource b .. e, Unproved avail.bility of credit .nd other input., 
marketing services. training and skill Unprov .. ent opportunities. better 

* It should also be noted that Vice Pre.ident B~rt.do. who is Pre.ident 
of CONADF,is one of Ecuador'. leading d.velopment writ.r. aDd r .... r~h.r •• 
His three booka,Do. Mundol Su e U.ltOI: En •• 0 d. Oil ~.t1co d. 1. 
Re.1idad Ecuatoriana 19~9, La Or ani%.c1on Po ul.r en el Ecuador 1974 
.nd E1 Poder Pol tico, (1978) .re the clas.ic works on Ecuadoracn lavalop­
ment. These boob an.lyze Ecuador's dual economy, d •• crib. the importanc. 
of popul.r organiz.ti0n8(e.g.,coopcr.tives. coaun ••• unions) for Ecuador.an 
.ocial progr ••• , tr.ce the hiltory of !cuado~' •• conaaic d ... lo,..nt.aDd 
.trongly argue for greater GO! .ttention to ~ d .. elo~t and the 
probl ... of the rural poor. Th. id .... nd aDAly ... contained in th ... 
books have ... rged axtenaively in the GOE'I new plaDDin, d~t •• 
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ace ... to health faciliti .. , iaprovM nutrition, rural roada, .ore 
ralavanc education,and enero proviaion. 

2. USAID Rural Develupunt Prolr .. 

USAID upecta to ... bt the GO! in both levels of it. rural 
de~alop.ent .trategy. In order to .trenlthen the national le~el inatitution., 
to better focus th .. on the proble.. of alriculture and rur.l pov.rty, and 
to provide th .. with illproved inatitutional and technological b •••• neces­
.ary to de.l with th~ fundament.l .ectoral problema, USAID i. propo.ing a 
Rural Technology Tran.fer Sy.t .. Project, under Title XII of the Foreign 
As.i.tanc. Act. In addition, in order to help MAG'. mid to· upper-level 
.anag.r. better plan and man~ge development projects, USAID'. Tr.ining for 
Development Project will have • special intensive pilot effort directed 
!'ow.rd MAG personnel. And through a r.gional project with DSB/ED, USAID 
~ll support the GOE's n.w .y.t .. for reppesino training that will fo~ one 
eleaent of the integr.ted rurel development mechanism. 

In support of the field level str.tegy, USAID intende_ to as.ist 
the GOE in making operational its IRD planning, coordin.ting, financin&and 
implemen~ing tAechaniam. An important part of building this lIechenis. will 
be the 'xperill!ncegained inplanniag · .. nd '"implementing ..,dei-integrated --rural-----' 
development projects in several geographic regions of the country. !he 
specifics of the GOE's integrated rural development mechanism will be pre-
sented in Part II balow. 

AID's proposed assistance reflects the GOE's wishes.t the 
highest levels. When ~resident-elect Roldos visited the United States in 
July )979, he stated that integrated rural development would be one of the 
highest priorities in his government and that he would be looking for 
international assistance to help support it. In more recent .. ecings 
between Vicft Praaident Hurtado and the AID Repre.ent.tive, the Vice President 
specific.lly stated that integr.ted rur.l development va. to be • priority 
are. in which· he would like AID to ... ist. In. series of .. etings between 
USAID and officials froll CONAnE and other GOR .dni.tries and .gencie., the 
latter h.ve further defined the type of IIOdel they would like to ae. e.tab­
lished and have indicated that they are looking t.o AID not only for ... i.t­
ance in financing individual projects, but for .ssistance in establishing 
the proposed mechanism. Clearly, the GOE's integrated rural develop.ent 
programl.8 directly in line witl. AlD' 8 policy of assisting ho.t country ef­
forts designed to meet the basic human needs of the poor majority. 

3. Other Donor Activit~ 

Sinee approximately 1977, the major docor. to Ecuador have begun 
to lIove out of .ingle subs.ctoral projects toward integr.ted rural d ... lop­
ment efforts of one form or another. The.e efforts, however, have all been 
directed in different way. and have been uncoordinated. It 18 the hope of 
the GOE . and AID that one effective IRD lIechanin can be ut.bliahed vhich all 
donor. can work through. it i. tow.rd this end th.t the propoaed Project is 
directr.d. 
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The World lank (tllD) durin. the early ad aid-1970'. fiDaacecl 
a .eriea of .ub.ectoral proj.ct. in Ecuador in .uch are .... fiabariea, 
irri.ation, liv •• tock, t.prov.d ••• ~, a.ricultural creclit. and technical 
... tatanc. to the Rural D.velop.ent Plauinl Unit ofth. National Plauina 
Council (lmlAPLA. now sup.rc.d.d by CONAD!). In 1978 IBID d.cid.d that only 
an inu,ratecl approach to rural d.velopllent would be .bl. to dgnificantly 
iaprov. conditiot18 in rural ar.... and it prep. red th. Tun.urahua Rur.l 
Develop-.Dt Proj.ct •• igned in May 1979. The $ 30 aillicm proj.ct, with an 
$ 18 aillion IBID loan. is to finance r.h.bilit.tion and exp.n.ion of 
irri.aticm .y.t .... off-f.rm works. provi.ion of credit .nd .torage f.cil­
itie., con.truction and ~rovement of rural ro.ds and rur.l electrific.tion, 
and provi.ion of potable w.ter, I.trinee, b •• lth f.cilities, and community 
center •• 

IBRD recognized the weaknes.es of the GOE in.titutional structure 
to c.rry out such • project and decided that the best .olution w .. to bypa.s 
national level office. to the degree pos.ible .nd d.al with either the local 
offices of nation.l entities or with local tn.titutiot18. Con.equently, while 
HAG noainally is coordin.ting the proj.ct through .gr • ..-nt. with v.rious 
implementing •• encie. (e.g •• INEBBl. IEOS), LBID baa •• tablished a Coordi~ 
nating Board to .upervise the execution of the project 5Dd an Advisory Board 
to coordinate the .ctivitie.-or°th.project impl"'i1.titlg-o;etltiI!1e.~ Six-of 0 

the 11 members of the Coord!.nating Bo.rd are local officials, as are .11 10 
of the members of the Advi.ory Bo.rd. In oth.r wo~ds, though it ha. st.ted 
in its project documents that Ecuador needs an effective netional lID 
mechanism, IBRD has basic.lly avoided the issue of institution.l weakne.ses 
and replicability by creating its own project .nd .r •• -sp.cific project 
implementing .tructure. Thi. structure could well di •• pp .. r .fter project 
completion. 

Th. lnter...ncan DeveloPlMnt Bank (IDB), Ecuador'. larg .. t 
donor. also followed a .tr.tegy until 1977 of financing .ub.ectoral project •• 
Sint~e then, the foclla of it. rur.l development program h ... bo be.n .rea 
development projects. It strategy h •• b.en to .void MAG altogether .nd de.l 
only with region.l d.velopment authoritie.. Its 1978 $ 16.9 million loan 
for an integrated rur.l development proj.ct in the Zaaora-Nan.aritza Valley 
of the Oriente was negotiat.d with PRElESUl. It. propo.ed $ 18.5 million 
lo.n for an integrated project in the Palor.-Gualaquiza ar.a. .1.0 in the 
Oriente. i. be;ng negoti.ted with CREA. And its recently approved Daule­
Peripa Project in the Guaya. River Basin will be t.pl..ented through CEDEGE. 
The IDB approach has .1.0 .voided the issues of IBD project r.plic.bility. 

The Organiz.tion of Am.ric.n Statea' Institute for Agricultural 
Science. (IICA) has been supporting. through t.chnical ••• i.t.nce and 
tr.ining •• everal of MAG'. int.grat.d agricultural proj.cts(PIDAa). MAG 
est.blished the PIDA model •• v.ral y .. rl ago as • way to provide int.gr.t.d 
.ervic •• for snall to .ediu. f.rmers. Tw.nty-on. PIDAa .re either in function 
or in .dvanc.d .tage. of planning. Though it baa b •• n partially .ucc ... ful, 
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tba PIDA concept baa suffered froa lack of coordination with the other 
.. tit! .. char.ed with t.pl..-ntina various of the project el..-nts. 
Couequently, MAG has tended to taka upon iuelf irri.ation, _rutinl, re­
... rch, and other activiti •• which .hould be carried out by th~ specialized 
a.encie.. This has cauaed MAG to spread itself thin and to carry out 
certain activitiea ineffectively or inefficiently. The PIDAs now function­
ing have also been marked by inadequate planning, objectivea, and evaluation, 
and by problems of interacting effectivtly with small farmers. The IICA­
assisted PIDAa, howev~r, have been among the most successful,and the PID! 
model haa potential. 

The United Nations, through its Development Frogram (UNDP) and 
its Food and Agriculture Organization (FAO), is also supporting the concept 
of integrated rural development. A $ 1.0 million grant of technical assistance 
is in direct support of the RDS. A $ 2.0 million ag~icultural project in 
the Provinces of 1mbabura and Carchi invo1veaprimarily institutional support 
to the MAG zonal office, to improve its capacity to undertake area develop­
ment projects. FAO i. providing experts in a numher of diverse fie1d~ to 
help the zonal office plan a series of coordinated project activities. 

It is noteworthy that the four principal donors to the ruru 
secto~ have all focused their efforts on integrated rural development "activities. 
It is also noteworthy that the donors have chosen four separate models through 
which to carry these efforts out, although IBRD, FAO,and II~ have all 
expressed strong interest in working through the ReS ouee it is created and 
made operational. Given the institutional confusi~n and lack of any effective 
coordinating body under the previoua Ecuadorean Gov~rnJlent, it is undarstand­
able that this diverse effort among the donors took place. It is a promi~ing 
sign that the new Government wishes to correct this disper.ion and focus 
rural development efforts in a coordinated way through a national lRD mechaniam. 

E. USAID Goal, Purposeaand Strategy 

USAID's sector goal is to increase production, employmant,aud incoae., 
and otherwise improve the well-being of the rural poor. This Project contrib­
utes to that goal by making "perational an lID Mchanin and iapl_entina 
model for integrated rural development projects which "will provide those resources 
and services to the rural poor needed to achieve increased production, employ­
mEnt, incomes,and well-beina. 

This first in a series of IRD projects will focua mainly on the 
agricultural aspects of the rural poor's livelihood. Aariculture resains 
the economic base of the rural poor, providing a large proportion of r .. l 
income and taking up much of the working hours of this group. Bovaver, as 
discussed above. because of ~l plots, poor soils, arid c~tic conditiODs, 
lack of technical knowledge, lack of acce.sibility of credit, supplies, 
infrastructure,and services, a difficult marketins situatio~and lack of 
effective organizations to serve their interests, the typical ... 11 fara 
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f-.ily i. UDabl. .v.n to t •• d it.elf and iI lock.d into a cycl. of pogerty 
which includu th. ne.d to usr.te. th. n .. d to work oft-t.m for utr_ly 
low _ .... _lnutrition. and .ever •• oci.l proble_. 'lakin, .griculture in 
it. broad •• t •• na. to includ. .11 .ctiviti.. p.rfor.ed on th. f.ra. the 
Proj.ct propo •• d h.r.in will .tta.pt to improve the .gricultural productivity 
and inca.e. of the rur.l poor in •• lected g.ographic .r •••• 

Through ••• ri .. of clo.ely int.rrel.ted projects. time-ph •• ed 
over three fi.c.l y •• r., USAID will provide follow-on ••• i.tance concentrated 
in p.rt in the .... g.cgr.phic .r.... By the end of FY-1982. liD project. 
involving all proposed intervention. should be in full imple .. ntation, 
althoulh AID funding limit.tion. could push tbb tiae t.ble into FY-1983. 
Each AID project will be .elf-cont.ined but will form one building block 
in .upport of • coaprehen.ive GOE integr.ted rur.l d.v~lop.ent program. 

The fir.t and largest intervention, propo.ed in this PP for FY-1980 
funding, will .et the in.titutional .nd field level fr...vork for the entire 
prolram. It will stre •• mainly .griculture and related .ctivitie., for the 
following reasons: (1) bec.use of the importance of incr ... ing the product­
ivity of the rural poor, (2) the need to cre.te an improved productive baae 
within the .elected !RD regions, and (3) the experience and readine.s of . 
agricultural sector in.titutions to p.rticip.te in an integr.ted develop.ent 
approach. USAID also believes that the disaggregation of interventione and 
their time-phasing will help facilit.te project planning and management, 
permit greater concentration on in.titutional improvement •• t the implementing 
.gency .nd field levels, and help reduce the difficulties of wh.t will 
undoubtedly be a complex program to implement (see Issues No.3 aug 4)· 

In FY-198l three additional intervention. (prob.bly incr ... ntally 
funded) will follow, through an AID Rur.l Health, Nutrition, .nd Pot.ble 
Water Loan, a Family Planning Grant, ,and. Fore.try and Soil Con.erv.tion 
Lo.n (see FY~198l Congression.l Pres.nt.tion for further det.il.). Through 
it. FY-198l RIG USAID ~y also atteapt to direct .ome funding into rural 
housing within the proposed IRD regions. And in FY-1982 USAID hope. to 
round out its inputs into the IRD program with an agroinduatry/rura! enter­
pri.es loan and a rural education/skills training loan (see FY-1982 ASS for 
further details). The.e follow-on project. will be small.r than the 
initial AID interventions bec.use they will be able to build upon .nd 
utilize community organizations, trained ~power, and phy.ic.l infra­
structure that are being providea through the first AID funded IRD project. 
Interventions which attack all major rural poverty constr.int. within the 
IRD regions should be in full impl ... nt.tion by FY-1982/83. 

The proposed Project'. purpose, therefore, i. to aake oper.tional 
.n IRD mech.niam so th.t IRD project. can be replic.t.d throughout Ecuador. 
One of the principal ways of in.titutional~.zing the _chanin will be by 
undert.king two model integrated rur.l development proj.ct •• with 
interventions (starting ~n agriculture and moving into oth.r •• ctor.) 
which will h.ve a significamt imp.ct on the productivity, incu..., .nd 
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well-beins of the t.rset group. The .nd of Project statUi i. the .uee ••• -
fu! in.titutionalization of the GO!'. lID ~chani .. and the initiation b, 
the GO! of other integr.t.d rur.l developMnt proj.cta Uling 1IOd.la 
developed throuah the AID Proj.ct but utilizinS non-AID lundins. Th. two 
.ubproj.eta •• l.ct.d for t.pl ... nt.tion with AID financing have .nd of 
.ubproj.ct indic~tar. on p.rc.nt incr •••• of r •• l inca.e. p.rc.nt incr .... 
in f.ctor praductiviti •• , p.rc.nt decrease in migr,tion, and percent 
~.cr.... in .alnutritian of ben.ficiari.. cnwp.r.d with their situation 
befar. the subproject. 

The IRD mech.nism to be established is discussed in more detail 
in Part II belovo Basically, it is conceptualized as a supply and daund 
model. On the supply side, the mach~ism recognize. the need for adequate 
funding and greater coherence in the planning and implementation of IRD 
projects. It also recognizes the importance of coordinating the d.livery 
of resources at bo~h the national and local levels and of cleveloping lDOre 
cost-effective delivery syst_ that involve the partici.pation of the poor. 
To the.e ends, IRD planning, monitoring, and evaluation units and a financial 
fund will be est3blished within the RDS, not only to plan but to coordinate 
the actions at the national level of the various implementing institutions. 
Also, regional level organizations (e.g., regional developnent authorities, 
MAG zonal offices) will be strengthened to provide coordination of implement­
ing institutions at the local level. 

On the demand side, it is recognized that the rural poor mu.t be 
organized and that procedures must be developed so that they can articulate 
what resources and services they most need and so that they can participate 
in their delivery. To these ends, target group liaison organizations~wil1 
be strengthene,d. and methodologies developed to improve the linkag •• between 
such organizations and those re.ponsible for the provision of services. 

As indicated above, a fundamental part of institutionalizing the 
IRD mechanism will be the financing of two IRD subprojects, one in the 
Quimiag-Penipe area of Chimborazo Province and the other in the Salcedo 
area of Cotopaxi Province. The Project will also help the RDS plan at 
least one additional subproject listed in the National Development Plan, 
undertaking this planning activity through regional development entities. 

Each of the components of this Project - (1) lID Institutional 
Assistance, (2) Subproject S~lce40,~) ~ubp~oject Quimiag-Penipe, and 
(4) Planning and Regional Development Assistance - are described and 
analyzed in the following sections. 
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II. DftAILID DlSCIIP'l'ICIf or PIOJEC'r CC»IPOHENTS 

A. lID laatitutioual Keclumin 

1. !xi.tina lDatitutional Structure 

Ecuador h.. utilized sev.ral IRD mod.l. to date in its attempt 
to addre.. the probl.... of rural poverty. Th. most widespread haa been 
the pmA (''Proyeacto Integrado de Duarrollo Agropecuario"). Though not 
a fully integrated rural development concept, the PIDA has attempted to 
addr ••• all up.cts of agricultural production; on an ad hoc basb it haa 
also gotten into interventiona in health, .ducation, and other .ectors. 
There are Bome 21 pmAs functioning or in advanced planning stages in 
Ecuador, and both the Salc.do and the Quimiag-Penipe 'projects"have 
been pmAs for several years. Th. pmA model has been successful in get­
ting a higher level of .. sistance to its target areas than otherwise 
would be the c.... Its biggut weakness, however, has been its inability 
to get institutions other than MAG effectively involved. Consequently, 
MAG in most c .. es has ended up building irrigation systems, constructing 
roads, building schools and health posts, installing potable wat.r systems, 
handling marketing of agricultural inputs, and trying "to' solve land tenure 
problems. Given its small budgets as well,as lack of expertise in these 
areas, MAG has been relatively ineffective in providing these services, 
which by law are supposed to be provided by other institutions. 

A second model in use in Ecuador haa been IRD projects carried 
out by regional development authorities. The IDB projects with CREA, PRE­
DESUR, and CEDEGE are examples, while two joint CREA-MAG pmA projects are 
variations of both this and the PIDA model describ.d above. The regional 
development authorities have been perhaps more successful than MAG in de­
signing activities which are appropriat.-a for the a:-eaa, but the projects 
have suffered from the same problem described earlier of not getting the 
necessary support fxom the other ministri.s and agencies involved in 
rural development activities. In response, the regional authorities have 
attempted to develop their own "in-house" extension, road building, irri­
gation, research, and health and education capabilities much like MAO in the 
pmAs. This in turn has further accentuated the fragmentation, duplica­
tion, dispersion,and dilution of institutional efforts in the rural .ector. 

A third model is that of the Tungurahua nm proj ect being 
funded by the IBRD. In the design of the project MAG was designat.d aa 
the lead institution, with other rural sector institutiona given defined 
roles to play. Participating agencies includ. BNP', !HERB!, ::J:EOS, ::.: . 
the Ambato Electric Utility Cooperation,and the Provincial Goverum.nt of 
Tungurahua Province. Coordination is to be effected by two c01lllllitt.os ".at 
the local level. Though this system fulfills the objective of decentraliz­
ing IRL activities, experience has shown that it is difficult to get ef­
fective coordination among institutions without a strong national body 
able to apply pressure and provide guidance and funding. Impl..-ntation 
of the Tungurahua IRD project hu btlen delayed by weakn .. s ..... within MAG" 
81J.d· .by. difficulties of the coordination synfUll being uaed for thi8 pro­
j.ct. 
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Clearly, a fully effective IID IIOdal ha not yet evolved in 
Ecuador. Thi. Project will a.i.t the GOE develop an improved in.titu­
tional _chmia. which can efficiently and effectively be used for all 
Ill) projecta. the _chaniaa will build on the strength. of the various 
lIOdela alr .. dy in uae, whUe addraa.ing the waam ... es which tho.e IIOdela 
hav. not bean able to deal with. The following subsection deacrib.. the 
_chanba. 

2. The IID Modal 

a. Description 

The IID model i. COlllP08ed .. sential1.y of four levels. At 
the top b the Rural Development Secretariat,. a supra-cabinet level insti­
tution which will provide the top level support needed for IRD projects, 
will usure coordination among all involved institutions, and will manage 
and assure the financial upects. If a coordinated approach to rural de­
velopment is to be successful in Ecuador, experience to date indicates 
that such coordination can only be brought about by a strong national 
organization that is not a part of any one functional ministry and which 
has .41epolitical "clout" to bring about coherent and coordinated responses 
at national, regional. and local. lev.els o· 

At the next level are the participating institutions (e.g., 
MAG, INERHI, BNF, MOP, MOR, MOE), which will carry out IRD project compe­
nents under agreement with the RDS. The next level is the participation 
of regional development authorities, the respective IRD Project Offices. 
and analogous organizations, which are needed to coordinate local actions 
and to bring a local perspective to planning and implementation. Finally, 
there are the beneficiaries themselves and their o~ganizations, the latter 
being the essential vehicles for assuring that benefits reach the target 
group and that the target group i. able to participate effectively in the 
programming and de:.ivery of the development activitiea affecting them. 
Each of these levels of the model is discussed separately below. 

b. The Rural Development Secretariat (RDS) 

The BDS, which will operate either within the Presidency 
or as part of CONAnE, will be the overall planning and coordinatfng .cha­
nism for IRD. The RDS is also expected to house the Rural TechnoloBY 
Trmsfer System (RTTS) ap.d the National Rural Training System. The.e two 
systems will be closely coordinated with the IRD syst .. , although they 
·~ll also carry out activities to benefit £ampeainos outside IBD project 
areu. 

As related to IID, the RDS will have four principal func­
tions: mobilizing political support for IRD. p1.nn;ng IRD effort., co­
ordinating- and_monitoring the implementation of IRD projects,and obtain­
ing and providing the financing for IRD activities. As to mobilizing 
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political support. the IDS villwort closely with the Pr .. id_t ad hia 
cabiDat. _d with rural sector iutitutiou, to define priG1rity arau 
for lID project.. 'rhia will be closely cOlibiDad with the p1amdDi pra-
c .... for lID activiti .. will alao ' av. to £1.11 8Conom.C !"ald othar cri­
teria ill order to be acc.ptable for Tinancing. Aa to coo"('dinatilll ad 
aoDitoriDl the impla.antation of lID ?rojects, this will be done by 
utilizinl signed agr .... nts between t....l. IDS .md the appropriate iJlpla­
menting agancies, the regional development authorities, and local.:.cOlau­
nitie. th .. elv... The financial arranleaents will ba conducted through 
an IBD Fund to ba located in;the Central Bank but to be controlled by the 
ES. In .addition to the above four functions, the IDS vil. ~e responsi­
ble for evaluatiagthe national IlU) program and for u.ur:i.nl that indi­
vidual IlU) projects are evaluated. 

The IDS will be headed by an Executive S.cretary, respon­
sible for the Secretariat's actions and for interacting with the Cabinet 
on IlU> policy. He will hold ministerial rank. An E zecutiv~ Director will 
be named to direct the day-to-day operations of the Secretariat. A number 
of techniCiam (now estimated at about twenty-five). recruited from public 
sector agencies. and assigned to the RDS, will provide technic:al support. 
An administrative team supported by lIDS' own funds will comrllet~ the unit. 
For each IRD project, the IDS Executive Secretary will app~int a Project 
Director, who will have full responsibility for the p:i.anning, ot'ganization, 
programming, and impl~tation of the project at the field le~t. His rea­
ponsibilitiu will also include establishing i!l8titutional agretQ.iaeIlts bet­
ween the RDS and the participating agencies, the appropriate regional de­
velopment authority, and the 10:al communities. 

The IDS will have two units exclusively conc.rned with !BD 
projects. One is an nm planning and evaluation unit, which will eatablish 
a data base, analyze GO! policies as related to IBD, d •• ign and otherwise 
plan specific IRD projects, establish general procedures for IRD project 
monitoring, help in the evaluations of individual IRD projects, and carry 
0\1,0; evaluations of the IlU) program. The other unii: will be directly in­
volved in rRD project impleme~tation and will establish and help monitor 
individual IRD project aetivities. Because of th~ larGe number of insti~u­
tions involved and contractual .. arrangements required, this unit, for admin;s­
trative purposes,will probably be divided i~to three subunits, one 
concerned with the productive aspects of the rural poor, one with social 
services, and one with supporting infrastructure. In a-idition to the two 
units exclusively concerned with IBD pTojects. tWo other units will be 
directly involved with IRD. One is the unit concerned with the national 
rural training system, which will provide all the training for IBD projects 
as well at, other rural tra;n·jng activities. The other is a financial and 
administrative unitt which -is also expected to support the BrrS and other 
RDS activities. The above is charted graphically in Figure 1. 

c. Implementing Institutions 

At the nm proj ect level., a aeries " of ins titutiou will 
carry '"It specific activities. Thu. will be spelled out in siped aare--
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MIle. between the individual. il1ltitutiona and the RDS. In order to tlf­
fectively adw;niater th .. e activities, each IRD project director will 
have vanolla specialil u udllled to the liD project by the implaentins 
in.titutiol1l, b .. ed on sillled asreements. Each local lRD Project Office 
wi':! be staffed by a multidisciplinary team composed of officers from 
participating GOE asencie.. It is ezpected that each team will initially 
include extension personnel from MAG, reaearch specialists from lNIAP, 
a land tenure expert from lERAC, irrisation specialists from INERBI, a 
arketins technician from ENAC, and a BNF credit officer. This core group 
will be based on an expansion of the already existing PIDA organizational 
structure. As complementary IRD components begin implementation, tech­
nical personnel from other ministries/agencies (e. g., MOR, lEOS, MOE, INN) 
will be added to the local IRD Project Office. These specialists will 
work with the target group through contact agents, as will be explained 
in detail below. The above is charted graphically in Figure 2. 

d. Regional Institutions 

Though the existence of a project director and-of signed 
agreements between the RDS and implementing institutions should in theOrY 
assure local level coordination, in practice this will not be sufficient. 
Effective integrated. rural development. _ depends hea'V'i4 au .a ..con.s.enaua· 
among all local interests and on having an organization with a vested 
stake in the area, i.e., ')n having an organization which both feels that 
the local people are its constituency and has sufficient structure, pres­
tige, and political importance to deal with problems and delays when they 
arise. This will be the speci.!ll role of the regional institutiotlg, during 
both the design and execution of IRD proj ects. 

As discussed later, Ecuador has several existing regional 
development authorities covaring &buut half the country. The GOE intends 
to establish similar orgauizations in those areas where they do not exist. 
(The Project will assist in the nstablishment of one of these, in the 
central Sierra region where the two AID-financ£d IRD subprojects will take 
place). Until then, this role will be taken by the local provincial coun­
cil ("Consejo Provincial") or by some other existing local body. Once es­
tablished and/or strengthened, it is expected that the regional developm£nt 
authorities will gradually assume much of the responsibility for identify­
ing and planning IRD projects and coordinating and monitoring local IRD 
activities, as is now being partially ~0de by CREA, PREDESUR, CEDEGE, and 
CRM. This role is seen as crucial to the ultimate replication of IRD pro­
jects and will be formalized for each project by a written agreement bet­
ween the RDS and the appropriate regional institution. 

e. 10 cal Level 

At the local level, IRD projects will utilize a three­
component approaf.:i'l to provide the project inputs to the target beneficiaries. 



I 
lID PLANNING AND 
EVALUATION UNIT 

I 

~I DATA BASE 

I 

POLICY t-- A1W.YSIS 

PROJECT - MONITORING/ 
EVALUATION 

PROJECT 
DESIGN AND - PLANNING 

I 

I~ 

nG'Ol! 1 

DD J..T TIl! NATIONAL LEVEL 

I GOE P1l!S~!NCY / I 
·.CONADE. 

IIIJIW. DEVELOPMENT SECRETAIUAT I 
( R D S ) 

1 UECUTIVE DIRECTOR 

I 1 
nm PROJECT IHPLE-I NATIONAL RUJW. 
MEm'ATION UNIT TRAINING PR.OGlW! . ~ . . . .. . 

UNIT 

lID PRODUCTION 
SUBUNIT 

I IBD SOCIAL 
.. 

~ SERVICES SUB-
UNIT 

IRD INFRASTRUCTURE 
SUPPORT SUBUNIT 

IRD PBOJECTS 

I 
AIlfINIsnATIVE 

AND PINANCE 
UNIT 



- 19 -

nGDl! 2 

Ill) At TIll P.OJECT L!V!L 

R D S 

REGIONAL DEVELOP-

~----------~~----------------~~~~ 

[TeAe 

. ., 

\. '> IRD PROJECT DIRECTOR 

I 
. -

ADMINISTIATION I 
I I 

PRODUCTION SOCIAL SEPVICES I INFRASTllUCTUBE I SYSTElf rns TECHNICIANS TECHNICIANS 
'EGHN, .Al 

"\ "'i\ 

I ,II \Y 

I CONTACT AGENTS 1 

1" 
.I-----------------~I CAllPESIlIO ORGAlI=OIIS 1 



- 20 -

ODe capo..-t 18 the \IIIe of nall far.r oraaniutioaa. In lIOat cu .. in 
the Sierra, thia vill be the coauua; w".lUa on the Cout, the cooperative 
or orlaaised coauaidad ia expected to prevail. Second-level organizationa 
auch .. aaaociaticm. or federationa will also be uaed when appropriate. 

A aecond component is the use of contact agenta. Th .. e 
will usually not be the same as the prof .. ionally trained technicians 
usigned to an liD project by the participating institutio.:lS, but will be 
lower level para~rof .. aional·or :s.mi~rof .. sional personnel assigned to 
work directly with cet'tain geographic segments of an liD project area on 
all aectoral aspecta of the project. The contact agent may work with his/ 
her c~tiea on irrigation, road construction, health se~vicea, ~l 
animal production, and many other activities, serving as liaison between 
the cOllllllunities and the more sldlled sectoral technicians. The contact 
agent may htive training as high as the agr6n01llO or .. low as an experienced 
farmar paraprofeasional, depending on the particular project need8. How­
ever, whenever possible, all contact agenta will be from the local commu­
nities being served by IRD projects. 

The third component is the establishment of a formal feed­
back mechanism in each IRD project. The relationship of the contact 
ag~t with his/her communities will, of course, engender feedback, but a 
more formal mechanism is needed to assure organized campesino input into 
major decisions affecting them and to enable small farmers to~-~ice com­
plaints and receive information. This feedback mechanism will be centered 
around a local committee, composed of representatives of small farmer 
organizations (e.g., comuna presidents) as well as th. local represent~tiv .. 
of the various participating agencies. The IBD project director will at­
tend the committee's meetings but will not be a member •. 

In addition, each comuna or comunidad being aerved by an IRD 
project will' develop a formal evaluation system of the IRD actions being 
undertaken by individual technicians and/or participating agencies. Such 
a feedback system is already being utilized on a limited baais in seve~al 
rural development programs that involve coordinated inputs from different 
GOE agencies and technicians. Through this system, local c01llJlUnitiu rate 
the performance of individual technicians or participating agenci .. on a 
monthly basis, and these ratings are posted at a central public location 
within the commun.ity (usually on the wall of the cDllllll1mity center). With 
such reports, the IRD Project Director, through periodic inspection trips, 
can quickly capture the overall performance of the project staff and take 
corrective action. Such a feedback system. combined with regular consulta­
tions with comuna presidents and the selection of contact agenta from 
local communities, should ensure adequate mechanisms of ~ommuaity parti­
cipation in the planning, monitoring, and delivery of nm project resources. 
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f. LiDka, .. 

The ebove four aub.ecti0D8 d .. cribe t.he cDIIPonat. of 
the IID IIOdal which thia Project ezpecta to inatitutionalize. The .odel 
vUl be utilized in the two IlU) aubproj ecta to be financed under the Pro­
ject, .. well .... de part of other aubproject. to be planned. Eaaential, 
of cour.e, to the working of the IIOdel ia a .eri .. of linkag .. among ita 
.everal components. These linkages should be aelf-evident from the above 
ducriptiona and from Figures 1 and 2. In aummary, it is a fully integrated 
system. The RDS is linked from the highest GOE d~cision lUkers directly to 
the individual IRD projects. Alao, as will be described in the following 
sub.ection, the RDS' nm Planning and Evaluation Unit will interact direct­
ly with small farmer group. in the deaign of IRD projects. 

At the IBn project level, linkages are present at all 
levela. The ran project director and the IRD project support staff of 
technicians will interact with sull farmer organizations through contact 
agents, and the organizations will feed back their de. ires and complainta 
through their contact agents, through the formal local committee,and through 
community evaluations of the project ataff. The local regioual develop.ent 
authorities will also have linkages with both the RDS and with the respec-· 
~ve ran project directors, so as to be able to effectively lend support to 
IRD projects under their jurisdiction. 

g. Participatory Strategy 

The IRD model establishes flows of goods and services from 
participating organizations to the small farmer target group, and for feed­
back from the small farmer to the participating organizations. All described 
above, the crucial linkage for both of these to happen is that between con­
tact agents and small farmer organizations. Alao, the local committee will 
serve as a more formal mechanism for small farmer participation. 

Two important means to effect maximum small farmer participa­
tion will be community participation in. the planning process and the u.e of 
written community agreements, similar to those between the BnS and the part­
icipating institutions. During the planning stages of an IRD project, the 
design team will have a series of meetings with each small farmer group in 
the area, in each case with the small farmers encouraged to Itate their 
opinions and aspirations. In e';rery such meeting, however, it will be made 
clear that there will be a limit on what can be provided and that local part­
icipation in the work and provision of resourcea for project activiti .. will 
be required. At theae meetings, the small farmers will be asked to elect 
representatives of their groups; these re~resentativ .. will then participate 
with the design team on some of the more detailed aspectl of plann;nl for the 
project. A participatory process similar to but lea. eztensive and formalized 
than the above was followed in the d .. ign of the two IBD project. to be 
financed under thia Project; the proc ... will be formalized as theaeIBn 
projects go into the final detailed duip .tage. The above procu. will 
also be followed in the various nm projects yet to be deaiped. 
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ODce an tID project i. fully cluiped, the lID project di­
rector will enter into a aiped all'HMnt with the comma, cooperative, or 
other co_unity lIIlit. The alre..ut will .pecify the r"poDaibiliti .. and 
rMource c:o-.itact. of the co~ity to the project. It will auo lay 
out in detail all proj ect acti vitiea IDd tar.eta. eo-mity repr_enta­
ti".. will .et at le .. t quarterly with the lID project director and the 
participatinl inatitutiona' techniciana to review progr ... to data. 

Though the uae of written agre_nt. may appear to make 
the lID project. rilid, the intent ia preciaely the oppoaite. Both the 
GO! IDd USAID intend that the IIOdel be flexible and permit a number of 
imlovative approach.. to lID. For example, in one lID project the \l8e 
of mid-level contact alenta to work directly with beneficiary groupa may 
be programmed; in another, higher level contact a,entB could be Uled, to 
be ... iated by quickly trained local prollOter.. In one lID project the 
con.isteney of the local committee could be different from ~at in another 
project. In one lID proj ect exemplary farmer. could be hired .. d..,natra­
tion agents, while in another, .,re tradi tiona! methocla might be Uled. In 
short, .. ny variation. of the details are po •• ible, and it ia expected that 
several different participatory models will be tested and evaluated to 
determine wh.t works best, why, and under wh.t conditions. The purpose of 
the agreaents is to usure that there is a good understanding and concunence 
by all parti.. abont what will be taking place. 

h. Training 

Training will be an essential part of the IRD model. It 
will have three principal elements. One will be training project level 
technicilDs. Some of this training is expected to be in teChnical .r .... 
For uaaple, a person might be an lIxpert in large scale production of a 
certain crop, but may have to learn the but technique. for producing the 
same product on a amaller, nonmechanized scale. Or a teclmicim who ia 
some years out of school may need to brush up on the latest teChnique. in 
his/her field. Other training will be to teach techniciana how but to 
deal with small farmers. The.e 1Ilay include communications techniques, the 
basics of community development theery, the indigenoua lmguage of the 
area, and the basics of rural sociology. 

The second type of. training will be directed toward the 
contact ag~~ts. Depending on their educational backgrolllld (for thi. group 
may include iudividuals as disparate as experienced agr6nomo. ver.ua un­
educated local farmers), these individual. will have to be taught. va­
riety of technical subjects (ranging from pruning fruit tr... to rebuilding 
latrines). '.1:hey will ~1so be given orientation to the nm model, their 
roles il\ it, and how to obtain technical expertiae and othar .. aistance 
in Ipecialized subject areas beyond their peraonal apercua. The con­
tact ageuts will alao be trained in cOllllllUD.icationa tec:lmiqu .. , group 
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dynaaic., cd other .ubjec:.t. they vill need to effectively d .. l with lUll 
fuwer c~m;ti ... ',. 

The third type of trairJ.iDg will be directed toward the 
.... 11 fuwer beneficiary hiuelf. It.:" here that a number of different 
and innovative technique. will be u.ed, including trlining 1III1U&la, video­
tape recording., .imple ·leaflet., radio broadca.t., po.ter., alide pre­
.entationa, field demonatration day., community meetings, and one-to-one 
contaet •• * Annex Dprovidea additional details on this training. 

The RDS Training Unit will design project-epecific/train­
ing IDOdule. for .ach type of training within each IRD project. The module. 
will be ba.ed on specific need ........ nts to be conducted together with 
the group to be trained.. All far "'conducting the training, the Training 
Unit, in concart with implementing inatitutiona, local universities, and 
TA admon, will carry out the training for the technicians. The IRD 
project di.rector and the technicians will train the contact agent.. And 
the contact agents, together with 1;he techniciaIll, will conduct moat of 
the c!D!Pesino training. Some of the latter may alao be done by the RDS 
Training Unit under aome of its broader programs, .uch as C!DIPesino leader­
ship training at organized training centers. Assist~~~ .;C? _th~)~DS Tra.ini_~8. 
Unit will b~ provided through a DSB/ED regionally funded proiect. as 
~escribed later:. and in Annex D: 

3. Implementation Details 

a. Financial 

The IRD Fund will be located in the Central Bank. Control 
of it will rest strictly with the RDS. It is expected that large expendi­
tures, whether transfers (e.g., to INERBI to pay some of the cost. of an 
irrigation canal) or cash expenditure. (e.g., to an outside cOntractor), 
will be made only by the RDS. The project directors for individual IRD 

* In the 1960. and early 1970s, USAm developed and implemented two grut 
projects whose primary purpos~ was to develop approaches or technologies for 
encouraging campesinos to defin~ their own problema and to facilitate their 
participation in the solution of theae problems. The eampeaino Leadership 
Project and the Rural Non-formal Education Project were particularly BUC­
cessful in developing a series of innovative technologies for training c..­
pe.inos and fot' working with "COIIIIIlunity Facilitators" or contact agent.-:-­
A number of excellent impact evaluations at th~ target group level exist on 
theae vrojects ,and they will be used for implementing the IID Project. The 
succea. of thue projects was limited because they focU8ed alIIO.t exclU8ive­
lyon the de1llaI!.d side of the problem (i.e •• helping campuino. to articulat. 
their own problems), and they did not concern theuelvu with the .upply lide 
of the problem' (i.e., delivery of reaourcu and servic .. ). Evaluationa in­
dicate that theae proj.cts were ver] succu.ful in getting c!!puino. to de­
fine th.ir probl ... , but one. def:i.J1ed, the .upply eyat_ ... not u.ually in 
a po.ition to d.liv.r reaourc •• and .ervic... Thia often led to dilillu.10n-
ment and further alilD&tion at the c~ity level. Tbe lID P,roject propoeed here­
,iD: will deal with both the .upply and daand lide of the probl.ea. 
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project. will be able to dr._ on the account for s.ller expenditur .. 
(the ~UDt to be determined on a case by ca.. b .. is) within certain lui~e­
Unas. 

A nUliber of accounting arrangements will have to be made 
siva the nature of varioue inetitutiona' finanCial requirements. For 
exa.ple, AID mey diaburae directly to a aupplier and charge the amount 
alainat a aubproject. Or one of the participating institutions may pro­
vide it. counterpart contribution in~d r.ather than through a monetary 
tranaaction. 

The IRD Fund i. expect~d to combin. resource. from many 
sourc... AID, for exa.ple, plana to finance at least two IRD projects on 
a multi-phased. basis by .ectoral activity. The Project proposed herein 
will finance intervention. closely related to agriculture. Follow-on pro­
j~cts will fi~ce health, potable vater, nutrition, forestry, soil con­
servation, nonagricultural employment, and educational activities in at 
least the .ame geographic ar.... GOE counterpart will come from central 
govermner.~ budget allocations u well .. certain support from the partici­
pating institutions. Other donora desiring to finance IRD activities will 
be expected to do it through the IRD Fund.* In short, while being a fim­
ly estaLlished financial mechanislI, the nm Fund must have procedures which 
allow it to operate among a variety of disparate financial aourc.. con­
tributing for different IRD activities. The establishment of the 
Fund and its operating procedures will be a condition precedent to 
first disbursement of assistance for this Project tor all AID funding 
except technical assistance. 

b. Administrative 

Most administrative arrangements will be conducted aDd 
managed at the IRD project level, based on procedur .. developed at the 
central (lmS) level. The RDS will alao have a basic oversight and audit­
ing role to assure that the administration of the individual IRD projects 
is proceeding smoothly. 

The RDS' Administrative Llild Finance Unit will prepare 
guidelines, procedural manuals, and the various forms to be uaed in IRD 
projects. Many of the procedures will be quite detailed. For example, 
all contact a.gents and field technical personnel will have detailed daily 
activity sheeca, which will require the signatures of famers visited or 
the heads of small farmer organizations worked with. The purpose of this 
procedure, however, is not to create unnecesaary paperwork nor impoae 
rigid and counterproductive controls on extension personnel. It is, 
rather, to asaure that extension actions t'aken are as planned and meet 
with the approval and understanding of the beneficiary groups. Likwise, 
the Adminiatrative and Finance Unit will try to .. sure that every procedure 
has a good reaaon behind it, thus keeping peperwork to a 1Iini "Nlll. 

* GOE.officials have informed USAID thet the IDS will .. su.. monitoriDl 
responaibility for all IID projects currently under ~le.entatiOD in 
Ecuador. 



- 25 -

Each lID project vill bave its CNIl local aQW:i.J1Utrative 
a taft , likely liaitecl to several clerical and accountinl la,Tel penou. 
Tb.y will ub care of aU day-to-day paperwork, plua will be in charle 
of diabursinl for per di .. and other ... 11 expena ... t the project level. 
KD8t paperwork will reuin at the project level, with a fn IIOnthly a1.lll­
uri.. beiDa forwarded to the RDS. 

c. Evaluation 

The IRD Planning and Evaluation Unit in the RDS w:Ul 
conduct evaluations of the entire IRD program. Theae evaluations will 
use .. data the results of individual IRD projects as well as ~thar in­
formation. More detail. on theae overall evaluationa are presented in 
Section IV. B. 

Each IRD project will be evaluated by the local project 
team, with the asaistance of the Planning and Evaluation Unit. An objec­
tive is to utilize simplified data instruments which the rural poor can 
themselves use to collect and have at their disposal information which 
will be useful both for the project and for them. Two such instrument. 
are contemplated. One is a system whereby farmers collect their own data 
on yield, production costs. and net income for selected individual c:rops 
and anima] types. A second is to have mothers plot the weight-for-age 
of their pre-school children, thus monitoring their nutritio~ status on 
a monthly basis. Together these two instruments should al10w the progress 
of the projects to be charted. plus have a distinct utili~r for the tar­
get group. The procedures for obtaining these measurementl' will be out­
lined in the agreements between RDS and the cOtlll1unities; at\d a considera­
ble part of the contact agent~' time is expected to be taken up in 
monitoring and assisting with this on-going evaluation procedure. 

4. Technical Assistance 

In order for the contemplated IRD system to work effectively, 
considerable TA for institution-building and strengthening will be required. 
As st-ated above, the basic purpose of this Project is to build abetter insti­
tuti~-'1al iilechanism:" and system - for serving the rural poor. and funding for 
TA costs will be vital for ensuring the success of this objective. Techni­
cal ad~isors. supporting studies. equipment.and other related inputs for 
assisting the GOE build its new IRD mechanism, for implementing the Quimiag­
Penipe and Salcedo IRD subprojects, and for planning at least one other IRD 
project will require approximately $2,348,000 in AID funding· (see' Table II.1). 
$1,838,000 is proposed for grant funding (aee Part III,Section E for a 
detailed justification for grant funding) and $710, 000 will be loan funded. 
In addition, supporting TA from other AID projects will deal with specific 
requirements. For example, the Rural Technology Transfer (Title XII) Sys­
tem Project will finance the development and testing of small farmer techno­
logical packages required within the IRD target zones. The Training for 
Development Grant will strengthen the management capacity of IRD illplaent­
ing agencies. And a DSB/ED.'project will assist the RDS develop and implaMDt 
its rural training systam. 
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technical. ...i8tance will be directed at three leve18: the 
ltDS, in order to enable it to effectively pIc, IIOUitor, and othetvi8e 
aupport IID projecta; the reaiOl1al Orlanl.aationa, to enable thea to pra­
perly carry out their unique .upportina role; and the individual DJ) pro­
jectath_elvea, ao that .ucc ... ful iaplaentation will lead to iutitu­
tionalization of the model. Though directed at th .. e three different 
leve18 , all TA will be coordinated by and channeled through the IDS. 

a. Technical Aasistance at the National Level 

AID'. technical .. sistance to the !DS will be coordinated 
closely with cOliplementary .. sutance being provided by otbar donors. 
FAO h.. recently aigued an agreelUtlt to provide limited uaistance to the 
central IRD mechaniam in ran policy analy.is, IRD project design and plan­
ning, technical aspects of crop production and marketing, and rural edu­
cation. IBRD haa had an on-going loan-funded TA project .for soae time 
with the Rural Planning Unit (UNDER) of the fOl'lDllr National Planning Junto. 
(JlJNAPLA) • UNDER haa already paned to CONADE and i8 expected to be part 
of the RDS. The TA is also in IRD policy analy.i. and IRD project de.ign 
and planning. AID intends, therefore, to concentrate its TA in aspects 
not covered by the other donors' assistance, particularly IRD management 
and evaluation. 

A careful review of the ROS' technical assistance needs, tak-
ing into account the other donors' assistance, reveala the following gaps 
where AID assistance will ~,e required: (1) in nm adm;n;stration and 
operations, including the preparation of operations manuals; tvo peraOL­
years of TA will be supplied under the Project; (2) in IRD information 
systems and data processing; tvo person-years of TA will be supplied under 
the Project, plus $100,000 .~ll be allocated for the purchue of a mini­
computer data and word procusing system; (3) in evaluation and monitoring 
Rystems for IRD; 2.5 person-years of TA will be supp.lied under the Project; 
and (4) in IRD financial administration; 1.5 person-years of TA will be 
supplied under the Project. Three hundred thousand dollars, loan funded, 
will be made available to the !DS from the Project for equipment and ve­
hicles, including the m.ini-computer system mentioned above. Three huudred 
thousand dolla';Li will also be made available for bringing in short-term 
consultants as needed, financing attendance at seminars, providing train­
ing for !DS personne:!., and other. similar activities. (Tle hundred aixty 
tbouscmd dollars will be made available to the !DS to help it carry out 
planning and e,vEl.luation activities, particularly of the tvo IRD projecta 
to be financed under the Project. In total, $1.4 million of AID funda 
will be made available for 8UPPOl:ting TA activities to the IDS, includina 
eigh~ci9~s of servic .. and $760,000 in other fund.. In addition, 
approximately nine t~ciau years of services will be provided the IDS 
from the AID centrally funded Rural Training Project, and up to 10 fra. the 
other AID projects making up the IRD Program. 



- 27 -

b. TA at tha "lional Laval 

The raaiODal develop.at orluU.zationa will play an lJIportant 
COOrdiDatiOD and couanaua achiav-.nt role during both tha p] a""inl and 
illpl...utation of IllD projacta. They will ba critical for euurins lID 
raplicability. Aa indicatad aarlier, aome ragional developMDt authori­
ti .. already uiat; one of tha.a-cBK in Manab!--will be the aubject of 
assutance in this Project .. it i8 the regional authority for the area 
enco.p .... d by the subproject to receive planning ... istance under the 
Project. Some other areaa ~f the c~untry (e.g., the central Sierra) do 
not hava ragional development authorities, but the iT creation is being 
propos.d. Until then, provincial councils are typically •• rving that 
role. The area within which the two IRD subprojecta to be Iund~d under 
the AID Project fall, i.e., the central Sierra, is an area which current­
ly has no regional development authority. The GOE is proposing that tha 
area--composed of four central Sierra provinces (Bol!var, Cbimborazo, 
Cotopaxi, and Tungurahua) and currently deLJignated Region 4 ..... develop 
such an authority. 

Under the Proj ect, AID as sis tance. will be proYided to.J:lUl and .. __ 
to the new Region 4 development authority once it is created. The assist­
ance will &>e in administration, operations, project management systems, 
project identification, and project planning. This will total about 0.6 
person-years of TA. The Project will also finance survey costs, certain 
local expenses, and some limited equipment and vehicles to these organiza­
tions. This assistance will be approximately $128,000. Until the Region 4 
development authority is created, or if it appears that it will not be 
created, some or all of the assistance planned for it may be channeled 
instead to provincial councils or to other organizations usuming the re­
gional role. 

The Jipijapa IRD project, to be planned by CRM under th. 
guidance of the RDS, will require primarily survey and study cos ts. Also, .... 
a small 8Dlount of test interventions will be undertaken. The tota.l 8DIOunt 
of Project funds allocated for the entire planning activity is $240,000, 
divided between loan and grant financing. The Project lfill also :uke a­
vailable $180,000 to the regional institutions for undertaking other IRD 
project planning. 

c. TA at the Project Level 

The TA needs have been carefully assessad for the two IRD pro­
jects to be financed under the Project. All such TA will ba suppliad to 
an individual IRD.project through the RDS, though the tachnical advisor. 
will interaQU on a daily baais with the respective projact diractor or 
project planning director. 
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Each of the tvo proj.cta to b. finac.d will have a t.chnical 
ad~or for 2.5 p.r.on-y.ars in proj.ct aaDaa...nt, plUi an irriaation 
sp.cialUt for about on. y.ar. Th. coats und.r the Proj.ct for t.h ... TA 
ad~or. will be ap~roxj~t.ly $560,000. Eacb lID projact vill also' ra­
c.iw thr .. p.r.on-y.an of TA •• rvic •• in trainina and cOllaUDity d.velop­
.-DC ~ i.r the cent~ally-fUDd.d AID rural .ducation project. In addition • 
• ~cb Ii.. proj.ct will receive TA in .p.cific •• ctoral ar ... u nutrition. 
health, potable vaUr. rural .nt.rpri .... for .. try, .oil cona.rvation, and 
rural .ducation froa other AID proj.ct. which will fot'll. part of the lIm 
proarD. Also, .inc. soma of th. activiti .. under the Rural T.chnolol7 
Tr.asfer Sy.tem (Title XII) Project ar. azpected to b. located in IRD 
ar.u, .OM TA will be obtained fT.01IL thia .ouree. Veohiclea, equiprsent, 
and material. for iaple.nting the iudh"idual IID project. are not includ­
ed in this discuasion ati.d are described under the subproject descriptions. 
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UIL! II.l. 
Teclmical A.aut_ce an~ Related It_ 

(Pro. Propoaed Project Oaly) 
(US$ 000 except where specified) 

AID Financinl 

Tec:lmician 
~ ~ ~ !!.£!. 

TA to the IDS: 

1. Administration, Project 
HanageJDClt Syst ... 160 2.0 

2. IBD Information Sy8t~ms, 
Data Proces.ing 160 2.0 

3. Planning and Evaluation 
of IRD Projects 360 2.5 

4. Financial. Administration 120 1.5 
S. Consulting Fund, Sem.i.lars, 

Short-term Training SO 250 
6. Equipment and Vellicles 300 

IRD Planning and Regional TA: 

l. Administration and Institu-
tional Support 128 0.6 

2. Planning of Jipijapa IRD 
Project 80 160 

3. Planning of other IRD 
Projects 180 

TA for Subprojdct Implementati~ 

l. Project Management Advisors 400* S.fiil 
2. Irrigation Specialists 160* 2.0* 
3. Local 'Travel,ana" 

L98-is"tic Supp"r~ ~* 

Totals ,1,838 710 16.6 

Totals excluding * Items 1,238 710 9.6 

GO! 
Counterpart 

208 

208 

380 
350 

190 
212 

128 

240 

180 

2,096 

2,096 

NOTE: The asterisked items (*> are also counted in the budgets for the individual 
subproj ects, Section II. B. To avoid double counting, for those adding the 
tables together, use the total excluding asterisked it .... 



"iscal Yen'. RnS As.istance 
AID 

Loan Grant GOI 

1980 50 100 

1981 200 350 200 

1982 250 350 400 

1983 100 100 400 

1914 448 

Total 550 850 1548 
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TABLI III. 10CA) 
ISTP!1T1D PR.OJECT COMKI'l'MENT/DISBURSDIIIIT PLAII 

(U.S. $000) 

IRD Plennina Salcedo 
AID AID 

Loan Grant GOI Loan Grant GOE 

25 

60 100 100 400 70 500 

100 J88 200 700 70 900 

lQO 248 1100 70 1300 

788 6S 1023 

160 388 548 2988 300 3723 

9!iaiaa:PeBi!! 
AID 

Loan Grant !!!! - -
25 

300 70 600 

1200 70 1200 

1500 70 1900 

1151 65 2214 

4151 300 5'14 
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I. The IID Field Lev.l Activities 

1. Introduction 

All integral part of assisting the GOE build its nw nm 
aechanism will be the provision of financial a'ld tschnical assistance for 
bRpl..-nting two IRD projects located in the t.ntral Sierra (Region 4) 
and for planning one. IRD proj ect in Kanab! (a coastal province). The 
project3 and regions are shown on the map on the following page. The new 
IRD mechanism cannot be built as an abstract planning concept or copied 
from other countries--it must be learned and developed through impleman­
~ation and planning under different Ecuadorean conditions. Thus)field 
Lavel IRD implementation and planning activities should be seen as a 
fundamental part of the institution·building process being supported by 
UD. 

The field level IRD projects being proposed for impleMantation 
wnderAID financing are high priority GOE efforts included in its National 
levelopment Plan. They were selected as a result of an intensive. joint 
~eview with the. GOE of some 17 IRD project sites in various stages of 
planning. The two sites selected-Salcedo in Cotopaxi Province and 
~~ag-Penipe. in Chimborazo Province--were chosen for several reasons. 
rhe most compelling reason was that they are unquestionably in one of the. 
Ireas of Ecuador with concent~ations of severe rural poverty. Another 
~eason for selection was that both projects had been previously selected 
lY MAG for its PIDA program and that the planning and data-gathering for 
~he projects had already reached the advanced stage. Mpreover, Ministry 
1nd I!CA technicians familiar with the area could be mc$ilized quickly 
~o form a team with USAID to complete the detailed planning necessary for 
~he preparation of this Project Paper. A third reason for selection was 
~he fact that the project areas were in different provinces in the same 
~egion, thus facilitating working towards the regional development model 
!nvisioned in the IRD model. 

A fourth :eason for selection was that while both sites were 
in the central Sierra, there were enough differences between them to 
upect distjnct learning experiences for the purposes of RDS institution­
luilding. The Salc~do area is more predominantly Indian than the Qu~g­
~enipe area. The farmer and community organization methods and practices 
lill have to be tailored carefully to these diverse cultural traditions. 
~other difference is that the population of Quimiag-Penipe is more oc­
cupied in farming for basic income. generation than the people of Salcedo. 
rinally, the nature of the irrigation activities planned for each area 
iiffers. The Quimiag-Penipe project involves the more traditional ~I 
Emphasis on bringing more water into the area. The Salcedo project focuse! 
~o a greater extent on the management of the water within the system and 
the exploitation of small-scale systems using ground water. 
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The d.Uarities and differencu are further detail.cl in the 
ducription of the two lID project. that follow below. A.. indicated in 
the COSS and .l .. "h"re in thb Paper, the AID inpuea provided under the 
Project are larsely directed at incre .. ing the agricultural production 
capacity of the target sroup through coordinated activitiu in irrigation, 
credit, exunsion and adaptiVE! . research, marketing. land titling, I&Dd 
road improvcenta. Assistance directed at farmer and community organization 
i8 also inr.luded. Hnwever. major inputs directed at provision of social 
services such as health IWd nutrition, protection of natural resources and 
reforestation,. and pl:"OlIOtion of rural enterprises must wait for future 

AID projects tentatively programmed for ~hese purposes. 

2. The Salcedo Intesrate1 Rural Development Project 

a. The Project Settius 

The proposed Salcedo lRD project is located in the Canton 
Salcedo of Cotopaxi Province. Located 110 Km. south of Quito on the Pan­
american Highway, the canton incorporates the town of Salcedo and the 
parishes of Cusubamba. Mulalillo, Holgu!n, Mulliquindil, and rural Salcedo. 
The total land area of the Salcedo cant6n is estimated at 40,000 hectares. 
Within this area, the project's target popUlation is over 98% of the total 
farm families wor~ing 9,036 hectares. 

The canton has a population of 35,400. Approximately 8% 
live 14 the town of Salcedo and can effectively be considered urban. The 
reaining population, living in small villages and on dispersed farms, 
are considered rural. Almost all of the rural families are involved in 
farming. Measured in f:erms of the economic and social welfare of the 
families residing in the project area, th~ area is socially and economically 
depressed. Accolding to a recent USAID study on rural poverty in Ecuador, 
the.project is located in one of the two poorest provinces of the country 
(the other being Chimborazo). Using such variables as income, degree of 
minifundio, infant mortality, availability of water, and availability of 
electricity, the Canton Salcedo ranked among the lowest in Ecuador (90th 
out of 94 cantones studied). 

As can be appreciated i~ Table 1I.2, the area is charac­
terized by extreme minifundio. Although the average farm unit is about 
2 Ra., a majority of the farms of under 5 8&. actually have leas than one 
hectare. Land tenure is relatively insecure for these smallest of farma. 
Thirty-one percent of the farms of less than one hectare are being worked 
under some form of rental or share cropping arrangement, and much of the 
owned land does not have clear title. 
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ll.lL! II. 2. 

Salcedo'. La~ure Pattern. 

rara Total %l~ % Land % Land in 
!!!.!. tr- Fanu ...9!n1ed Rented Other TeDurt. 

0-1 2.768 69 17 14 
1- 5 2,162 89 5 6 
5-10 409 97 1 2 

10-20 36 87 6 7 
20-50 22 96 3 1 
50-100 14 9:3 1 6 

Total 5,411 

Total 0-10 Ha. • 5,339 

SOURCE: Salcedo Di5gn~stico 

The climate of the region is variable, depending on the 
altitude. In the lower areas of the Salcedo Cant6n (2,600--2,800 meters), 
the climate is temperate and rainfall limited. The higher elevati,ns are 
cooler and wetter, b"t with more natural ~~tations (frost, hail) for 
agricultural production. Soils are geaerally of volcanic origin. How­
ever, because of topography and land use pattel.~s, soil conservation 
measures must be taken and soil fertility improved in order to fully 
exploit the area's agricultural potential. At present, improved pastures 
cover more than 4,000 Ha. of the Cant6n, and nstural putures an even 
larger, area. Barley, corn, and potatoea are the moat important use. of 
cultivable'land, with smaller areas being devoted to wheat, bean., and 
some vegetables and fruit trees. Peaches and apples are the most important 
frcits found in the project area. 

Markets and market channels are simple, except for potatoes, 
which are graded before sale. Storage of other products is on the farm. 
and sales are made em an individual basis in nearJ:'ly towns, where buyers 
gather on market days. Some pre-harvest sales are made to locu buyers; 
otherwise, sales are made at harvest time for cash. In the absence of 
price information, small farmers are often forced to accept whatever 
prices are offered. Fruits produced in small quantitiel are sold aainly 
to outside buyers. Prices received for ftuit are low because of poor 
packing, handling, grading, and varieties. Moat barley is sold to local 
users for animal feed. Eiahty percent of the area'. milk production is 
sold to INDULAC (a large dairy products proceasor) and ia picked up from 
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...u._ ad larlar fama by tha corporation'. trueu. AIl:iJlal. aold for 

... t ara taken .. inly to Quito, ralional cit:! ... , or to the Couto 

Irrilation .ater is limited within a lar,~ part of the 
project aru. Althoulh INElUII hu just cODlpletarl with IDB financinl the 
Latacunla-Salce.c!o-Allbato irrisation canal, which ""ill sarve a small part 
of the project aru, most of the target group f~lies do not have access 
to a aecure source of water. Even the scarce water supplies which do 
aist in the area are not fully utilized because of unlined canals and 
ditches, inefficient diversion works, and an almost total absence of on­
fa~ water infrastructure (e.g., leveling, interior drainage). 

The physical and social services infrastructure is limited 
and in some. areas nonexistent. Access roads are often closed because of 
landalides and mud ~uring the rainy seaaon and because of generally poor 
maintenance. In the area of health, no integrated programs of health 
delivery, includit'.g preventive health, exist in the Salcedo proj ect area. 
The only services are 12 traditional subcenters and posts located in 
several comuna and parroquia centers. The number of doctors, nurses, and 
other medical personnel available is low 'compared with the size of the 
population. In the enti':e cant6n there are only eight doctors and one 
nurse. Various parasite diseases, tuberculosis, dysentery, and typhoid 
are common. Potable water and sewer disposal facilities ace lac.cing even 
in the more urbanized centers of the project area. Electl'icity is also 
limite~. Salcedo is the only town within the cant6n with ~ constant 
source of electrical power. 

Withifi 'he project area there are 50 elementary schools 
and 4 secondary schools, serving approximately 6,260 elementary and 923 
secondary level students. The high drop-out rate from primary schools 
in the area is typical of rural areas of Ecuador. Some adult education 
programs exist at the CODlllUnity level and reach 450 to 550 individuals. 
Howe">'er, the percentage of illiteracy among the adult population is high. 
Communication services include a radio station. A cODlllunity center (cua 
campeaina) is operated in Salcedo by the ecclesiastical authorities ~ 
is aimed at assisting development in a social religious context. 

b. Target Group Profile 

There are a number of COlllllon features of the typical 
target group household in the Salcedo project area. As shown in Figure 11.3, 
the profile is one of sub-subsistence farming. Over 90% of the total 
agricultural production is consumed on the farm. The area cultivated 
averages around 2 Haa., with cultivation done by hand or animal power. 
Off-farm employment actually is the primary real source of family income. 
Men migrate on a weekly basis to Quito, Guayaquil, and to the neighboring 
small cities of Latacunga, Ambato, and Riobamba in the hopes of securing 
off-farm employment. The women and children are left behind to carry on 
the major on-farm tasks. 
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riaur.~: Typical tar,.t Grove Profile in Salcedo Project Ar .. 
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Within the cropping Iy.t. found in Salcedo are .uch 
cr0p8 .. barl.,., com, bem8, pe .. , wheat, and potatoes. Corn is the 
priaary crop, but becaue of the tt.. needad to reach .. turi ty (nine 
1IOIltha or .orc depen4in1 aD variety and altitude), it iI often inter­
croppecl with bunl or p.... It' is iaportmt to note that although .uch 
crop production doe. not take place in a coa.ercial sense, it providu 
miaal fead, food, and incoae and is critical to overall family survival. 

Livestock on a typical farm might consist of a pig, two 
or three sheep, a cow, and a variety of small animals (e.g., chickens, 
rabbits, guinea pigs). The animal production aspect provides food, income, 
Savingl, wool, and transportation to the family household. Feed for the 
animals is obtained from cut forage (corn leaves), cODlllUnal grazing lands, 
and food sc=aps. 

Because of their high cost and/or lack of accessibility, 
modern inputs are not utilized. Animal and crop residues are the only 
source of improving soil fertility of the land. Topography is a limiting 
factor; nonetheless, terracing and other methods of 80il conservation are 
not practiced. Indeed, soil erosion is a serious problem for the small 
farm family in Salcedo. And with increasing population pressures on the 
land, firewood for fuel is also a serious problem affecting the livelihood 
of the Salcedo small farm unit. 

Women and children are involved in both livestock and 
cropping enterprises. As indicated in Table 11.3, the share of total 
household labor actually utilized in farming is low. Those farm units 
with less than one hectare occupy only 2.7% of total family labor in 
farming. The rest is dedicated to other activities (both on farm and off). 
Although the labor utilization rate increases with farm size, the typical 
target group family (up to 10 hect~8I of land) utilizes only from 2.7% 
to 29.2% of household labor in maintaining its subsistance fara. In 
essence, farming for the target group is only a part-time occupation. 

TABLE II.3. 

Salcedo: Estimated Availability of Family Labor 
and its On-farm Utili~ation 

Share of Annual Total Utilized % 

Annual 
Total· 

Labor Available 

480 Person Days 2.7% 

1-5 
Ra. 

15% 

5-10 
Ra. -

29.2% 

• Assumes 200 available work days per per.on 
Father 1; Mother .7; 2 Children x .35 • 2.4 x 200 

10-20 
.-!!!:.. 

73.5% 
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_ aulYIU of lourc.. of inca. cOllfima thia wt 
.. Iartioa. In Table II.4, tha levale azul lourCU of iDco-. Ire livn 
IccordiDl to flna liza. A.a CD ba appreciated, tha f..tly hoaehold 
with lell thaD ooe hactare deriv.. 88% of the total iDca. fra. off­
fana laureal. In fact, off-fam incoae it lipificant for all fana 
unitl up to 10 hectarel •• 

TABLE II.4. 

Eatfmated Sourc.. of Per Capita InComel for Tarset Group - Salcedo lID 
Project 

(US$ per capita) 

Farm Inc 0 m e 
Fam Value of own Livestock Cash C:t:'op Off-Farm 
Size Total Conl7tion Income Sales Emplrnt 

$ $ $ 
0-1 132 16.0 116.0 
1- 5 170 34.2 27.1 43.0 67.7 
5-10 190 60.0 40.0 54.0 36.0 

10-20 350 25.0 170.0 140.0 15.0 

SOURCE: Salcedo PlDA Documents. 

The subsistence household in the Salcedo project area will 
continue to live in a state of perpetual poverty unless a rural develop­
ment strategy is implemented taking into account the COllfllexities described 
above. To make the Salcedo small farm viable, technological and institu­
tional changes are necessary, with such changes, the s1l&11 farm unit, h. 
the potential for improving the nutritional standard of the houaehold and 
at the same time for creating a marketable surplus. The crop and animal 
combination can be improved to increase production, income, and nutri­
tional value. In the subsection that follows, those institutional, economic, 
and social constraints that will have to be overcome will be discussed. 

c. Constraints to Pr~duction 

In Part I of this PP l. general overview of the on-farm, 
market, institutional, and social constraints affecting the rural poor in 
Ecuador was presented. The target group families of the Salcedo IJlD 
project are among the poorest of the rural poor; the effect of farm size, 

• Using the Congressional standard of U5$150 (1969 price.) converted to 
1980 prices (U5$320), thoae farm families in the project area with up 
to 10 hectares faU well within the definition of :. powrty, including 
off-farm lources of income. Many families in the 10 to 20 hectare 
category alia fall within the definition. 



- 38 -

liIIitad ace ... to land. lack of cradit. lack of ini.ation watar. iDaf­
ficiant .. rutin •• y.t... iDadaquata .cca •• road.. iD.titutional v .. k­
n ...... cultural ina.uaitiviti ... and lack of .ocial .arvic .. ara falt 
.. 1IUch or .ora in Salcado .. in other ara.. of rural Ecuador. The 
follovin. analy.i. will concentrata on the most critical factors af­
factin • .aall farm devalopaant apacifically in Salcedo. 

Water is perhaps the most critical factor limiting small 
farm development in Salcedo. Rainfall is irregular, irrigation ditches 
do not satisfy total water needs~ irrigation works ;above 3,600 meters _-­
elevation do not exist. ditches are unlined. reflowsystems-are-seldom 
employed. and during the past few years the area has experienced unusual 
drought conditions. Theae factors not only affect the existing product­
ivity of the small farmers but also limit their potential to intensify 
agricultural production. INERHI has irrigation plans for a part of the 
project area. concentrated in the valley portions on either side of the 
Panamerican Higbway. Four INERHI projects overlap into this section of 
the target area. The first. Latacunga-Salcedo-Ambato. is an IDB financed 
project which is nearing completion. The Chaupi-Palama canal is in the 
early planning stages and will eventually cover a portion of the eastern 
valley. The third, Nagsiche, lies to the west and will cover approximately 
1,500 Has. The Divalos-Cbiriboga canal is completed, but the distribution 
system is lacking. However, even with these projects, most target group 
farms lie outside the reach of secure water supplies. though some could 
be served from the above systems. 

An equally important constraint is the uitlization and 
distribution of the land base. The land tenure system in the project 
area influences the utilization of land. water, labor. and capital and. 
has undoubtedly retarded the adoption of new, more productive inputs. 
The minifundia families which constitute the project's target group have 
bad almost no accesa to additional land resources. This. coupled with 
lack of technical assistance, product markets, credit, and irrigation 
water. has resulted in the small farm problem described earlier. It has 
resulted in underemployment and out-migration among the labor force 
available in Salcedo. 

The rural poverty problems in Salcedo must also be at-
tributed to ___ :le institutions which are responsible for the provision of 
public services. In the area of agriculture, those instito.t':ions respon­
sible for research and extension, for example, have not be(.".. effective 
in dealing with the small farm problem. Lack of institutional focus. 
lack of financial and human resources, and at times cultural indifference 
ha~e all contributed to their inability to effectively deal with the multi­
faceted production problems of the small farmers. 

Still another constraint affecting agricultural product­
ivity in the Salcedo project is the managerial capacity of the small 
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lamar. Por ceDturi .. the 81Iall faner worked the lac! und.r the 
huaaiPUDlo .,at .. wh.r. h. a!.ply provid.d hia labor for the rilht to 
till a pi.c. of .. ToliDal land. ~ortant production d.ciaiOlla w.r. l.ft 
to the patr&l, aad he 81mply obey.d. SiDce the aboUahlNDt of tm.. 
.,at .. , the ._11 far.er hal b.en put in • poaition of h.vin, to uke 
r .. ource .lloc.tion deciaiona on hi. own without the n.c .... ry experi.nci 
or inforMtion. Obviounly, improv ... nt. or chaug.s in .gricultural 
production and productivity cannot be .ccomplished without the manalerial 
.kille to make a~propriate decisionl concerning the allocation of re­
sources in agricultural production. 

The above represent the most important constraints af­
fecting small farmers iD the Salcedo area. Addressing the conatraints 
of lack of water, lack of access to land, lack of modern imputs, insti­
tutional weaknesses, and lack of technical information and managerial 
skills is the focus that the Salcedo IRD project must take. 

d. Proposed Project Elements 

There are two focuaes of IRD proj ect activities. First 
is on those interventions which will have an almost immediate impact on 
the productivi~' and incomes of the target group. The Project will 
emphasize this area, particularly as related to agricultural production. 
A proposed FY H'82 project will address the nonagricultural aspects of 
productivity and income while a proposed FY 1981 project will address 
forestry and soil conservation. The other focus is on those intervention 
which are considered "social", which have a short-run impact on the well­
being of the target group but only a long-run, indirect impact on 
productivity and incomes. Only a small amount of these social inter­
ventions will be covered under this Project. Most will be covered under 
a FY 1981 Health, Potable Water, and Nutrition Project and under other 
future AID projects. 

(1) Interventions Raving a Productivity/Income Impact 

The project will integrate interventions in irriga­
tion, credit, technical assistance, marketing, land titling, and com­
munity organization. The objective is to get small farmers, male and 
female, to produce a mix of crops to bring them higher incomes and in­
creased production. 

Irrigation 

The proposed il-rigation works will addr... problema 
related to lack of water, poor utilization of water, and ineffective 
institutional arrangements for water distribution and manag.ment. To 
increase the water available to small farms, fnur major activitiee will 
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be UDdenakc. Pirat, the project will fiD_ce the aecondary diatribu­
tion ayat ... of the Dlvaloa-Chiribo.a irrilation project of IN!IBI, to 
provide n .. irrilation vater to aa.. 495 B ... in the proj~:t area. It 
18 .. tiaated that 60% of th18 water will be uaed for irri.ation of tar.et 
It'0up faru, the balance beinl uaed on larler faru. AID t a fin8llcul of 
th18 project ($168,000) will cover 60%, or the sam. proportion aa i. 
ea~taated to correapond to target group uaera. (An unattached annex, 
available in USAID and LAC/DR files, provides detailed plana of the 
diatribution systam. to be built by INERBI). In addition to the distri­
bution systems of the D'valoa-Chiriboga Canal, project funding will be 
provided to INERHI to conduct the design and feasibility studies of a 
proposed irrigation canal which will tap water fra. the Nagsiche River. 
Once completed, this canal will provide 1,500 hectares of additional 
irrigation water to the project area. 

Second, additional water supplies will be provided to 
the target group from small wells, tapping the available ground water sup­
plies in the area. As indicated in the unattached Irrigation Annex, 
studies conducted in the project area indicate the existence of ground 
water beginning at 40-100 meters. This activity will, therefore, finance 
a series of pumps and on-farm irrigation distribution systems. Each .. __ 
system will have the capacity to irrigate·r2tniecta:res and will cost \ _ 
aPProximately' 7 2~.ho us an.d .40' li~rs_. _ Depwding on location and water 
flows, a simple system could cover the water needs of 50-75 small farms. * 

Third, the water entering existing canals will be increased 
by improvements in the diversion and conveyance works. Diversion works 
will be improved, allowing for the capture of more water during low stream 
flow periods. Conveyance canals will be lined to reduce seepage 10ss88. 
The net result of these improvements will be to increase the quantity of 
water available to the farms inside existing rudimentary water systems. 

Finally, in some of the more outlying areas, efforts will 
be made to identify small stream sourcES where water has not yet been ef­
fectively diverted. While almost all water is currently claimed, efforts 
will be made to identify a few sources not fully owned and bring them 
into use. A total of 7,000 hectares of land is expected to benefit from 
small well systems, improvement of existing canals, and diversion of 
streams. The cost to AID will be about $150 an hectare ($1,050,000), to 
be. supported by an almost equal amount of counterpart ($995,200), which 
will be primarily INERHI supporting services. 

As important as increasing the volume of water to the farm 
is the improvement of water use practices inside the farm. Farm level 
infrastructure (land leveling, ditches, portable plastic dlUU, draioase, 
and overland return conveyances), properly installed, can improv~ the 
efficiency of water use and increase the effective quantity of watar OD 
the farm. Irrigation practices (e.g., the frequency and depth of waterins) 

* See unattached annex mentioned above. 



- 41 -

.md ralated cultivation practic .. (a.I., watar con.arvinl orchard aroUDd 
covan, vatar .. viDl cultivation Mthbd.) will con.tituta an intalral part 
of tha technical ... iatance pro'ri.ded. to project aroup lIl.en. In.cae 
arau whare topolraphy i. particularly broken, pr ... urized sy.t... uti­
lizinl low co.t .prinkling equipment may be a practical .olution, anel 
will be t .. ted and d..anstrated. Credit will be made available for such 
oo-fara irrigation works ($442,800, or about $63 per hectare for 7,000 
hactaru) • 

The institutional problems in irrigation will also be 
addre .. ed. The project proposes assisting INEREI :i.n establishing an 
institutional capability to identify, design, and implement nontraditional 
low co.t irrigation systems. A small amount of funds has been buelgeted 
for training and technical assistance to assi~t INERHI in building such 
an institutional capacity. Technicians from the Salcedo project area will 
be encouraged to be part of the training effort. 

Technical Assistance and Credit 

Technical assistance, combined with modest amounts of 
'credit, will be focussed on improving the agricultural technology used 
on subsistence crops and animal systems; and technical assistance combined 
with more substantial credit will be focussad on expanding production to 
more market oriented ~rops. This credit will be in addition to the on-farm 
irrigation credit mentioned above. Since it is impractical to inDediately 
change the crop mix of all farms toward market agriculture, one major focus 
of the project is to improve subsistence pruduction in both crops and live­
stock in order to augment the food supply at the farm household level. This 
process involve~ providing production credit and technical assistance for 
basic grains, beans, and small animals. The credit will be oriented to 
financing improved seed, fertilizers, and other modern inputs oriented at 
improving yields. Yields in these crops currently are low. By making 
modern inputs ac~essible and minor adjustments in cultural and sanitary 
practices, crop and animal yields can be increased significantly, thua 
preparing the small fal'mers for later, more intensive agricultural pro­
duction and crop mix changes. 

For farmers with access tr .ater, the project arpects to 
move at least part of their production into income producing cash crops. 
Three cash crops for w~ich the area has great potential are fruit trees, 
vegetables, and potatoes. In the cases of vegetables and potatoes, credit 
will play an important role in financing the relatively high cost of 
fertilizers, seeds, and pesticides. Fruit trees viII require medium-term 
credit to allow farmers to wait the four to five years before the trees 
begin to produce. 

Technical assistance will be given both on the su~.iatence 
and on the cash crops. Consultations between project personnel and INIAP 
will define the moat appropriate technologies. Trials and demonstrations 
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will be .et up by the proj ect technician., with further diJI.eaiDation 
beiDl provided throuah the contact asents. Vehicle., .uppli .. , and 
equi~t will be financed under the project to .upport their effort •• 

Marketing 

Marketing under the S~cedo project will have two component.: 
gettiug inputs to the farmers, and making sure their cash crops bring s~f­
ficient return. As to the former, there are three actions which will take 
place under the project. First, a nursery will be established by MAG for 
the reproduction and distribution of ~proved fruit stock. Secondly, a 
small an~a1 reproduction center will be established by MAG to make avail­
able imp~oved breeds in rabbits, guinea pigs, chickens, pigs, bees, and 
other nall animals. Third, MAG and the BNF will jointl~ establish an 
input supply center, primarily for the distribution of improved seeds. An 
objective of the projer.t is to eventually have the project beneficiaries 
run the center through a federation of their comunas. 

As to marketing production, the project will establish 
under MAG and ENAC supervision a small, well equipped marketing center in 
Salcedo for potatoes and fruit. This will require an extremely close 
working relationship with the comunas. At the c~nters, the potatoes and 
fruit will be graded and weighed for bulk sales to buyers. Wl'dle project 
beneficiaries will be free to sell to whomever they choose, having a center 
in the area with correct scales and current marketing prices posted will 
serve aH a check to keeping prices in the whole area fair for the sellers. 
Annex D further describes these facilities. 

Essential to both aspects of marketing is to have good 
roads· throughout the area. There are many trucks for hire in the Salcedo 
area, and with acceptable roads comunas or individuals will be able to 
·find reasonably priced transportation for bringing inputs i4 and sending 
production out. Since road maintenance is a major problem in the area, 
the project will help improve approximately 50 Km. of roads through 
cobbles toning or by giving the roads a more acceptable gravel base and 
providing adequate water run-off. Road maintenance equipment (one grader, 
one loader, and two dump trucks) will also be provided the Provincial 
Council to maintain these and other roads. In all improvement works and 
some maintenance works, the traditional minga system of cODllllUtlity labor 
will be used. 

Land Tenure 

Of the serious constraints in the Salcedo area, land is 
perhaps the most difficult and sensitive to deal with. While one option 
would appear to be expropriation of some of the large haciendas in the 
area, most have been legally judged to b2 efficient enough so as to exempt 
them from expropriation. 
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In USAID'. viw, prolre •• in dealinl with the land con­
.traint auat be an evolutionary jtmcMa that raflecta local EcuadoreAII. 
... itiviti .. and realitie.. A solution cannot be imposed frOll the out­
.ide, althouah an outaide alency can provide ruourc .. that .arve as a 
catalyat for change. Thua, the strategy for dealing with the land con­
straint will involve several different cours .. of action. 

First, tha main agricultural str~tegy in the Project area 
will be to intensify agricultural production on f::ltisting small farms through 
improving produ.ction of traditional crops, providing secure sources of ir­
rigation water, changing crop ~ixes, and introducing new technologies and 
modern inputs. Small farms in the Salcedo area with a secure "7ater supply, 
access to modern inputs and technical information, and producing fruits 
and vegetables could generate not only enough income for cost recuperation 
and family maintenance, but also provide the motor for future development. 
Through the proposed project such viable small farms will be created through­
out the Salcedo IRD area. More intensification of agricultural production 
on small farms will also provide additional employment opportunities for 
the large Salcedo population that is now only part-time farmers. 

Second, to promote the above strategy, assistance will be 
provided to ~\C to assist individual farmers and comunas in legalizing 
their land titles. Lack of clear title to land is a constraint to obtain­
ing credit and access to water, which are the key elements in the proposed 
agricultural strategy. Vehicles and other technical advisory support will 
be provided to IERAC for an intensive land titling program in the project 
area. 

Third, along with the land titling program, AID assistance 
will b~ provided to establish a campesino legal aid system in the project 
area through IERAC. The legal aid society will provide counaelling to 
campesinos and comunas on their legal rights under existing land and water 
access laws. Techni~Gl advisory support will be provided for this effort. 

Fourth, funding will be provided to assist IERAC undertake 
a continuing assessment of land tenllre conditions in the project area. 
IERAC personnel, through the local IRD Project Office, will 'ca~ out 
continuing evaluations of the land constraints and will stand r2ady to 
respond and take appropriate actions o~ land tenure disputes. Technical 
advisory assistance will be provided for these studies and evaluations. 

Finally, and perhaps most significant for long-run changes 
in the area, the project will promote a process of community organization 
and participation, including target group analysis and evaluation of its 
local problems. Local groups will be strengthened and tied into a GOE 
mechanism for supplying resources and services. The entire IRD develop­
ment process will stimulate a target group training ant\ organization 
process that will lead to a greater awareness of local. problems and to 
a greater group soliditary in dealing with these probltmm. 
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Whila USAID racolni... tbat tba ~bova atrata" ia not 
ida.l, it repraaanta ona of tba .oat aianificant land acca.1 prolr ... 
beina aupported by any intarnational alaney vithin Icuador IID projecta. 
U&\ID believe •• xp.riince indicate. that onc. GO!/1ID re.ourcaa balin 
to flow into the Salcedo relion, particularly for co..unity orlanilation, 
tn~ininl. tar,et ,roup analyd. of local probl ... , and c!l!Palino leld 
aid, a dynaaic chanle proce •• vill be initiated that cannot nov be tully 
planned for or anticipated •• 

Ere.ien and Natural a •• eurc. Conaervetien 

Int.rventione in natural re.ource. con.ervation have baen 
plannad for the Salcedo ar.a, thoulh they vill be fundad under th~ TY 1981 
For .. try and Soil Con .. rvation Project. They vill ~.nclude raplantina on a 
larle .ca!. 400 Ha. at hilly land between a aood part at thl project area 
and the pl,"O, and plantinl 160 ~,. of tre .. in.ide individual •• all farm •• 
The eatabliaha.nt of nur.erift. and TA vill be part of the effort. In the 
proj.ct propo.ed h.rein, bovever, '0 •• natural r .. eurce con •• rvation TA 
will b. livan u part at the on-full irriaat:f.on el.entt and a. part of 
the technical crop packa.e •• 

,2) Intervention. in the Social Sector. 

Community Trainin& 

Thouah .o.t .ocial interaction. vill b~ financed 
under oth.r AID projecta mau'nK up the IRD ProlrUl. c01llDun.ity trainina 
is .0 intimately .. part of the production :lIIprov .. ent proce •• that certain 
ele.en... of it will b. financed 'nder this Proj let. Trainina ia a .aj or 
upect of the TA Il •• ntt. and t,a. diacu ••• d in detail in S.ction II.A. 
Much of the .upport tor the tr.ainina .ffort. vill come from a c.ntrally 
funded AID Rural Traininl Proj.ct. What are needed to cOllpl.ent the.a 
effort. are place. for the trainina to take place. and where the comuna. 
can me.t tor other project purpo.... Project fund. will th.refore pay 
for thG con.truction of cOl1lDunity participation centeu ill 28 cOlllUn .. 
and renovation of .uch center. in 28 other comuna.. The.e ar •• imple 

• In the lat. 1960e and early 1970 •• USAID .upported in the .outhern ' Gua­
ya. nadn one of the mo.t Iillt~:&.Ucant proKr ... in EC\ildor for dealina vith 
land tenure probl.... AID technical ~.i.tance promoted the formation of 
capedno or.anbaticn. (rice cooperative.). Thia project allo facilitated 
,reater acc ••• to technical and other local a •• i.tance trom IIlAC and .up­
ported campe.ino leader.hip traininl and Ireater acce •• to public .ector 
re.ource. and .arvic... The •• c~p •• ino ,roup. then pre •• ured GO! in.titu­
tiona and the privata .actor for .ianilicant chanl" in land tenure pat­
tarn. that are .till takin. placa. S.e M.R. Redclift. Airarian Refor. and 
fe .. ant Or,anindon in the Ecuadorean Coaat (1978) tor tur~~ar detaila 
about thi. chanae proce •• and the tUD rola in prollOtinl it. 



- 4S -

fadliti .. , cost:f.ng about $10,500 each (with the co.auniti .. participatins 
with labor), which will be u •• d for training course •• co.aunity .ating •• 
and plac .. for the contact agents to conduct their work. 

a.alth, Potable Water, Sanitation, and Nutrition 

Under a proposed FY 1981 project~ 8 'Jme 28 comuna water 
sy.tems will be constructed in the project area, over 5.300 latrines financed, 
and an integrated health delivery system established. This will include 
building six additional health posts and one additional subcenter, and 
training paraprofessional community health workers to provide health and 
nutrition training and services to the communities. 

Other Enployment Opportunities 

A projected FY 1982 Am project will provi.de voca­
tional educatiun opportunities, small business credits, and other inputs 
to enable persons from the project area to find employment in nonagricul­
tw:al activi.ties. Though the specific input3 for the project area have 
not yet been well. defined, an estimated amount for this activity has been 
budgeted. 

(3) Budget 

Table Il.~ presents tne bUQget tor tne ~aLceao subproject. 

e. Project Technical Analysis 

Production technology for this project is based on exist­
iug knowledge. Modifications ..tnd trials will be carried out by INIAP in 
the project area under the Rural Technology Transfer (Title XII) Project. 
In general, potato cultivation at technological levels currently achieved 
by farmers inside thp target area will be expanded to cover additional 
hectarage. Fruit tr~es will be expanded by replicating varieties alrecdy 
commercially grown and proven but not widely distributed inside the 
target area. Pruning, irrigation, and fertili~ation practices are common 
on better farms and will require little new rese4rch or experimentation. 
Farmers in the area have indicated repeatedly their desire for an expand­
ed fruit area and have consistently exhausted the availability of new 
fruit trees for that purpose. It is unlikely that in the expansion of 
either potato or fruit production that there will be a promotion problem 
to generate willingness on the part of target group farmers to make these 
expansions. 

In the case of the improvement of technology and yields 
in subsistence grains and associated crops (corn-beans-barley), appropriate 
technical packages have existed for some years and have been proven in 
small farms throughout the Sierra. The yield increases projected for 
this project are modest when compared even with the current national 
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Table II. 5 

Salcaclo Project Bud.et 

(US$ 000) 

A I D 
This Other GO! Total Project Projects 

A.. Productivity lDterventiona: 
1. Irrigation 

a. Dlvaloa-chiriboga Diatr. Systam 168.0 112.0 280.0 
b. Nagliche Study. INER.HI 'Irainina 90.0 60.0 150.0 
c. Sull Well Syat .. , Improvement 

of !xiating Canala, Diversion of 
Sul1 Stre .. 1,050.0 995.2 2,045.2 

-2. Credit 
a. On-farm Irrigation 442.8 442.8 
b. Kadiua-term Investment Credit 280.0 280.0 
c. Short-term Production Credit 1.~58.0 1,(~58.0 

3. Technical Assistance 
2BO.O!.! 240.0'11 a. To Project 520.0 

b. Personnel (including contact agents). 
Per Diem, Materials 

90.~1 
652.8 652.8 

c. Vehicles, Equipment . 90.0 
4. Marketing 

a. Fruit Tree Nursery 177.0 177.0 
b. Small Animal Reproduction Center 18.0 18.0 
c. Input Supply Center and 

Marketing Center 157.0 19.0 176.0 
d. Road Improvement and Maintenance 226.0 174.0 400.0 

5. Land Tenure (Land Titling. Legal Aid. 
a:nd Studies) 71.0 

191.s!1 
140.2 211.2 

6. Forestry and Resource Conservation 89.5 281.0 

B. Social Interventions: 
1. Community Participation Centers 238.0 51 112.0 350.0 
2. Health, Nutrition, Potable Water 554'~1 230.8 784.8 
3. Other Employment Opportunities 450.<F 350.0 800.0 ---

Totals 3,287.8 1,435.5 4,393.5 9,116.8 

II This is for TA to the project, grant funded, u ducribed in Section II.A. 
11 $20,000 of this is for grant funded vehicle and equipment aupport for the TA 

advisors to the project ... described in Section II.A. 
II From AID centrally funded (DS Bureau) Rural Trainiug Project. 
il From proposed FY 1981 AID Forestry and Soil Conaervation Project. 
II From proposed P'Y 1981 AID Health. Potable Water. and Nutrition Project. 
!I From proposed FY 1982 AID Rural Employment Project. 
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avera... Por corn, the curr.nt yield of 8qq p.r hectare 18 only half the 
national a~.ra,.. Durin, the life of the project this yield is expect.d 
to incr .... to lSqq, still l .. ~ than the national average. In the c .. e of 
baana and barl.y, the same ill,; apect.d, 

The t.chnical feasibility of the project is al~? demonstrat.d 
by the expected manner in which potential input supplybottleneckB will.be 
handled. For example, the supply of high quality fruit trees is likely to 
b. the larg .. t aingle technical bottleneck in the expansion of fruit trees 
in the ar.a. The Salcedo PIDA already has had some experience with fruit 
tree nursery reproduction, and the project will finance a major expansion 
of this activity in order that the supply of trees will not result in a 
bottleneck. A similar case exists with animal improvement. The availability· 
of improved genetic stock in bct~ small animals and in cattle is a serious 
limitation. The feasibility of improving this situation only through 
technical assistance would be questionable. However, the project will make 
direct investments in a reproduction center for the small animals and 
through the on-going MAG artificial insemination program will intervene 
directly in the genetic quality of the cattle stock.. 

Modern input supplies, as to both physical availsbility and the 
ability of small farmers to afford them, have Deen limited in the project 
area. Without improvement in both of these aspects, it is unlikely that . 
either the cro'i' mix changes or the yield improvements will be tec;:hnically 
feasible. Project interventions in credit will facilitate the purchase of 
fertilizers, improved seeds, and other costs of improved technology, and 
the project-financed input storage facility will Assure the physical avail­
ability of these inputs at the times that they are needed in the field. 
An unattached Technical Annex contains detailed descriptions of the crop 
by crop technological packages which have been utilized widely in the 
Sic!rra and will be utilized directly in the project area. Annex D contains 
technical information on the input storage facility and the fruit tree 
nursery. 

Irrigation is not new to the project area. It is estimated 
that at least 4,000 Ha. of land in the cantOn are irrigated at varying 
levels of water security. The technical processes for small farm irriga­
tion are well known; practices of contour irrigation to avoid erosion, 
lining ditches and canals to re.~uce seepage loss, and many other. practices 
are to be adapted rather than re~earched. Engineering supervision of the 
on-going program will be provided by this project to assure that appro­
priate technical considerations are integrated in all water activities. 
On-farm water management practices may involve some pilot trials and demon­
strations before widespread application to th~ balance of the entire project 
area. These technologies may include l~ cost sprinkler irrigation, drip 
irrigation of fruit tr~es to conserve the scarce water availabilities in 
the target area, and pilot implementation of group water irrigation supplies. 
None of these involves experimentation in the research sense and cona.quently 
does not raise serious questions of technical feasibility. In regard to 
the di4tribution system for the Davalos-Chiriboga irrigation canal, INElHI 
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bu built IUcb .Ylt_ ell where in Ecuador. The only qualdon requirinl 
further detaill in tbe financinl of this IYlt.. is the land owner. hip pat­
terna in the affected are., which will be required a. a condition precedent 
to dilbur ... t of fund. for this activity. 

The soila of Salc:edo are subject to serious erosion in one area 
of the project; while this de)es not constitute an overall threat to the 
future of the project area, :It is of enough concern to warrant including 
technical ... i.tlnce in soil conservation as part of the production tech­
nologies to be expanded. Reforestation is technically feasible in dlis 
area. There bas alrudy been some reforesr.ttion in the Cant6n, and t:he 
target population has exhibited interest in reforesting small areas l,nside 
their farms. 

The technical feasibility of the sanitation infrastructure 
(28 village water systems and 5,350 latrines) appears to be of no problem 
as tEOS (the ECUadorean Sanitation Works Institute) wiJ.1 be extending 
known engineering and construction techniques rather than .xperiment~lg 
with new ones. Likewise, the construction of health posts AU:lC:i subcenl~ers 
will be accomplished in accordance with well established plans which have 
been carried out in many locations by the Ministry of Health. Those health 
posts which already exist in the project area will be incorporated into the 
project's health delivery system. Further analysis of this component of 
the project will be included in the Project Paper for the FY 1981 project. 

The resurfacing and maintenance of existing roads in the ·project 
area involves well known, and in the case of cobblestone, traditional tech­
niques. There is little doubt that these efforts are technically feasible, 
the only possible limitation being the availability of machinery to trans­
port the necessary material and to grad~ the gravel on site. The project 
will be providing such machinery. The technical competence of the Provin­
cial Council, in coordination with the Ministry of Public WOrka, to super­
vise this process i. clear fr~ its widespread experience in this regard. 

The community participation centers, which are to be the focal 
point of project activities, are based on existing designs. Information is 
included in Annex D. Several comunas have already constructed facilities 
similar to those contemplated in the project, materials are available 
locally, and the technical capacity of the Ministry of Agriculture to super­
vise the process has been demonstrated widely throughout the Sierra. The 
communities indicate that they are willing to provide the required labor. 

f. Project Economic Feasibility Analysis 

To evaluate the economic feasibility of the project, a 
traditional benefit/cost analysis was used. Representative farm models 
were drawn up by project personnel, based on Salc~do field data gathered 
over the last two years. Based on these representative farma, a projection 
was made year by year of the changes that could be expected ... ruult of 



- 49 -

proj.ct .ctiviti .. and inv .. e..nts. It w .... sua8d th.t it would taka tvo 
,un b.tore .... ur.bl. increment.l income would occur. Thb .. s\llption 
w .. .ade to .llow for the reproduction of fruit stock, the improvea8Dt of 
sul.l-acal. irria.tion sy.tea, and other improvements which require lud 
tta.. for impl ... nt.tion. 

The time horizon of 15 years wu chosen to allow for the 
.. tur.~ion of fruit trees planted in years 2 and 3, though there is avail­
able sufficient irrig.ted area in Salcedo to get started on fruit plantings 
.. soon as stock is available. The availability of this rudimentary irriga­
tion at the start of the project allows farmers to be incorporated from the 
first in the improvement of their crop mix and on-farm water practices. 

Table 11.6 outlines the estimated impact of the project 
on farm incomes of the target group. These estimates are in real terms and 
are projected at the end of the tenth year of project activity. The project 
will result in a 250% increae in farm incomes for the smallest farms and 

420% increase for those families in the 5 to 10 hectare category. 

Table II.6 

Estimated Income. Impact at the Farm Level: Salcedo 

Farm Size 

0- 1 Ha. 
1- 5 Ba. 
5-10 Ha. 

All Target Farms 

% of Target 
Group 

52% 
41% 

7% 

100% 

Av.erage Net 
Income "Without" 
Project US$ Per 

Capita 

$ 92 
119 
152 

$ 108 

Estimated Net 
Income in 

10th Year "With" 
Project 

US$ Per Capita 

$ 234 
352 
638 

$ 310 

Incremental 
Factor 

2.5 
2.9 
4. ,'~ 

. 2.8 

* The definition of net income for the purposes of this table and for the 
cost/benefit computattions is: The value of farm production minus cash 
costs and minus family labor valued at the market wage. 

Table II.7 evaluates the economic feasibility of the project 
as a whole, comparing project benefits with project costs. Income benefits 
for each farm type were projected over a 15 year time horizon. The total 
income with the project was substracted from the income without the project 
to estimate the net incremental income resulting from the project. Benefits 
accruing to the project beneficiaries were discounted at an estimated op­
portunity cost of capital (discount rate) of 15%. Costs were taken to 



Table 11.7. 

SAJ.CEDO IRD PROJEL'T 
BIC ~ALYSIS SUN:·L\RY 

lEAlS PROJECT COSTS ftE'1' PROJEC'l' ""I'rS
5 

Eet 

4 IncreE. 

1 1 .2: A 3. 
Produc- Inveflt- Total Suhsist- Exiat- Inc~ ICe, 

Irr1r,at. rUJ:3t. grllr14n tive .cnt Techn. Project once Ve~('t- ina Nev with Caa" 
Infrast. Credit Refor .. In(rllst. Credit AsRist. Cests Crops • Potato_ abIes Fruita Barley Fora,. Fruit Prolect Flow 

&efore 
Project 420.7 407.8 5.6 8.8 142.1 51.1 

0 433.2 105.7 105.6 637.6 0 250.7 1,532.8 0 ·1,512.' 
1 43l.2 105.7 105.6 154 250.7 1,049.2 0 -1.~3.Z 
2 433.2 105.7 21 250.7 810.6 478.1 502.6 19.8 10 ? 138.7 6a.l 190.2 - 620.4 
3 43].2 105.7 35 250.7 b23.6 578.~ 604.7 54.0 52.4 131.2 82.4 471.2 - 346.4 
4 35 95.0 130.0 781.9 865.9 117.8 92.7 119.0 149.6 1.098.9 961.9 
5 35 95.0 1JO.0 781. 9 86S.9 117.8 92.7 119.0 171.0 1.120.3 990.3 
6 35 95.0 130.0 Jill. 9 865.9 117.8 92.7 119.0 192.4 202.0 1.3U.8 1,213.' 
7 95.0 95.0 781.9 865.9 117.8 !it 7 119.0 192.4 244.6 1.186.3 1,291.1 
8 95.0 95.0 781.9 865.9 117.8 92.7 119.0 192.4 401.3 1,5').0 1.'.:'8.0 
9 95.0 95.0 781.9 865.9 117.8 92.7 119.0 192.4 566.5 1.728.2 1.611.2 

10 95.0 95.0 781. 9 8(.5.9 117.8 92.7 119.0 192.4 727.9 1,869.6 1,71:'.6 
11 95.0 '95.0 781.9 865.9 117.8 92.7 119.0 192.4 741.9 1,885.6 1,791l.6 
12 95.0 95.0 781.9 865.9 117.8 92.7 119.0 192.4 743.9 1,885.6 1,790.6 
13 95.0 95.0 7e1.9 865.9 117.8 92.7 119.0 192.4 743.9 1,885.6 1,790.6 
14 95.0 95.0 761.9 865.9 117.8 92.7 119.0 192.4 743.9 1.885.6 1,790.' 
15 95.0 95.0 781.9 865.9 117.8 92.7 119.0 192.4 743.9 1,885.6 1.790.6 

IIVI'C • $ 3,285.9 B/C • 1.75 "Vr. - $ 5,765.3 

1. Irrigation' infrastructure includes inves'tments in distribution Syst5, canal lining, conveyance structures, ground_t_ 
4evelopaent, etc. 

2. 
3. 
C. 
5. 

credit for on-fana water iaprovement projects. 
studies and land titling •• 
Includes such things as fruit tree nurseries, input storage faci9.ities, production centers, etc. 
Total value of production minus operating costs. 

Ul 
0 
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include irn.etion, row, productive infra.tructure (e.g., nurseri .. ), 
fruit inv •• t1Mmt, and technical uaiatance (Am, aDS, and the liD project 
teaa). Labor in the project was shadow priced at 82% of th~ market wage 
to taka account of the fact that family labor (particularly women and 
children) u currently unutilized at lust 40% of the time. Table II.7 
indi~ate. that u.ing thea. assumptions the b~efit/cost ratio for the 
project is 1.75. The internal Rate of Return (IRR) is 23.06%. 

The benefit/cost results were submitt~d to a sensitivity 
analysis to estimate the sensitivity of the ratios to an increase in the 
real cost of project inputs, and to a decrease in the size of expected 
benefits. Table II.8 outlines the results of the sensitivity analysis. 
It would appear from the Table that the proj ect is more sensitive tod.~ __ . 
crea.ed ben.fits than ·00 incrused coats. Yet under both assumptions, 
-the D/C ratio--l.s-still signifiCal1tly-above 1~ 0, assuming a 15% discount 
rate, and the IRR is significantly above the discount rate~ This implies 
that the project is satisfactorily robust with reference to significant 
negative changes in either cost or benefit projections. . 

Table II.8 

SensitiviFy Analysis Results 

Benefit/Cost Ratio Internal Rate of 
Return 

Basic Computation 1. 75 23.06% 

Increase costs by 20% 1.46 19.24% 

Decrease Benefit by 20% 1.40 18.45% 
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3. The Quiaiea-Penipe Intelfated Rural Development Project 

a. The Project Settinl 

The Quiaiag-Penipe project is located in the northern part 
of Chiaborazo Province. The ana inc1ud .. over 2,200 small farms and land-
1 ... fudliu repr .. enting ov.r 90%0f the area's total population of 
13,000. The area is characterized by small farm. interspersed among a 
acatt~ of haciendas on the ste_p slopes of ~he Cordillera Oriental, 
80 .. 10 to 50 1m. east of the city of Riobamba. The area is semi-arid, 
with the slopes devoid of natural cover and subje:t in certain places 
to erosion. 

The project area encompasses some 31,954 hectares, of which 
over half is paramo, not suited for agriculture. Some 5,040 Has. are 
farmed by the target group, and 10,000 Has. by larger farmers. The proj ect 
area covers parts of the cantonea (counties) of Riobamba and Guano and is 
divided into six parishes and 33 comunas. A recent study prepared by 
USAID used eight different indicators to rank 94 of Ecuador's ('.antones. 
The cantonea of Riobamba and Guano ranked well towards the poorest end of 
the list at the 84th and 66th positions respectively. 

Small farms are planted mostly in subsistence crops such 
as corn and beans (grown as multiple crops), potatoes, barley, and 
broad 'lbeans..;I. Yields are significantly below national averages. --Generally, 
potatoes and some dairy products are the only marketable surpluses despite 
acceptable access by road to commercial centers. An ~ception is in and 
around Bayushig parish in Penipe, where a favorable microclimate has made 
apple production possible. Table II.9. shows the predominant crop and 
an;mal products for the area. 

Health facilities in Quimiag-Penipe are inadequate, typical 
of poor rural areas io Ecuador. There is one doctor for each 3,300 inhabitants. 
There are two health subcenters, three dispensaries belonging to the Campa­
sino Social Security Service, and five small health posts. There are no 
sewer systems, and only 17% of the families have latrines. Few colllDUIlities 
have potable water. 

There are 31 primary schools, of which ten have only one room. 
Two secondary schools provide education up to the eighth grade. Although 
first grade enrollment is high, the drop out rate is close to 50% by the 
sixth grade. The student/teacher ratio ranges from 28:1 for those primary 
schools located in the parish centers to 47:1 for the schools in the comunas. 

The road network haa a total of 152 kilometers of packed 
dirt acc .. s roads. Some of the roads have been poorly cODstructed and 
become impassable during the rainy leason of the year, which correapondl to 
the pc.ncipal agricultural seasons. 
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Table N: II.9 

Quimiag - Penipe Project 

Predominant Crops and Animal Species 

; I 
Q U I M I A G P E N l P E ; TOTAL 

I 

PRODUCT 
N~ AREA PRODUCT. N: AREA PRODUCT. N~ AREA 

Farms (Has. ) (Hund. 1bs) Farms (Has. ) (Hund. 1bs) Farms (Has. ) 

I. AGRICULTUR.E 

Potatoes 1010 170 30215 918 204 35579 1928 374 
Barley 398 89 1563 - - - 398 8Q 
Broad bean 214 42 496 - - - 274 42 
Corn 11 1010 564 8018 1017 1261 12846 2027 1825 
Bean 2/ 723 279 493 1166 644 2169 1889 923 
Apple 3/ - - - 556 149 16125 il 556 149 
Pasture 901 742 - 1017 857 - 1918 1599 
Other Land - 80 - - 118 - - 198 

, -. 
N~ N~ PRODUCT. N~ N: PRODUCT. N: N: 

Farms Animals (Thous • Units Farms Animals (:hous. lhitB Farms Anj rna ls 

II. ANDW..S 

Bovines-Milk (liters) 901 2078 2051.9 1166 1835 1679.7 2067 3913 
Pigs-meat (lbs) 287 702 74.8 1017 1910 262.9 1304 2612 
Sheep-wool (lbs) 997 3607 10.6 1166 3357 14.1 2Hi3 6964 
Sheep-aeat (lbs) 33.3 12.4 
Chicken-eggs (N:) 1010 3664 565.4 1017 5860 667.1 2027 9524 
Guinea pigs-meat (lbs) i/ il i/ 118 2240 2.8 118 2240 

-
1/ Includes the area planted with corn associated with beans and corn intercropr-,~d with apples. 
2/ Refers to the production of·beans associated with corn. 
3/ Refers to the production of apples intercropped with corn. 
4/ 50 Pound boxes. 
5/ Insufficient data. 

PIWn'_ICT. 
(Hund. 1bs) 

65794 
1563 

496 
20864 
2662 

16125 
-
-

PRODUCT. 
(Thous. Unb) 

3731.6 
337.7 
24.7 
45.7 

1232.5 
2.~ 
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b. tarlet Group Profile 

'!'ha inteDded beneficiari .. of the project are cep .. ino 
faili .. who.e par capita inco .. i. 1 ... than US$ 320 a yur. * Thi. include. 
all faai11 .. holding or working farma of up to 10 hectare.. About 70 
faili .. working fanu larler than 10 hac tares also .. at tha inco .. criteria 
and an included in the target group.. The categories of farmat;!i 1n the 
ar .. are lUted in table 11.10, while inco1lle and flource of incoma for famili .. 
holding up to 10 Has. are presented in table 11.11. 

Table II.10. 

Land Holdings in Project Area 

CateSOry 

Landless 
Near landless 
Minifundia 
Small Scale 
Madium (in target group) 
Large (outside target group) 

Size of Holdings 
(Baa. ) 

o - 0.5 
0.5 - 2.0 
2.0 - 5.0 
5.0 - 10.0 

10.0 - 20.0 
10.0 + 

Number of 
Families 

646 
807 
605 
171 

67 
~ 

2,378 

Area Held 
(Has. 2 

1,142 
1,811 
1,168 
1,168 

913 
9.986 

15,046--

All farmland is indiv.idually owned, except for small com­
lIUIlal holdings in two· comunas. Land titl •• , however, are DOt clearly held 
in many if DOt 1D08t cases; and sharecropping and other similar arrangements 
for working the land are common. 

The popUlation of the Peoipe area is over 95% w.~tizo. In 
Quimiag there is an important Indian minority of about a third of the popula­
tion. Six of Quimiag's 13 comunas are entirely or heavily Indian. III 
general, the Indian groups suffer more fro1ll illiteracy, poor health, nutri­
tional problems, land exploitation, and the other ills of poverty than the 
mestizo majority. With most Indian women monolingual in Quechua, and with 
many Indian men working off the farm, it has been difficult for public 
institutions to provide services to this group. 

* Poverty standard of $150 per capita in 1969 prices adjusted to 1980 pric ... 



Table II. 11 

Net Incoae ~/ And Sources of Incoae (US Dollars) 

SIZE or FARM NUMBER OF 'IOTAL NET INCOME TOTAL NET INCOME SOU R C E S 

(HAS.) FARMS PER FAMILY INCOME PER 

CAPITA Agriculture Livestock EaployJleDt Other !I 

o - 2.0 1453 499.8 94.3 34.9% 27.8% 15.4% 21.9% 
2.0 - 5.0 60S 997.2 188.2 46.1% 35.7% 3.2% 15.0% 
5.0 -10.0 171 1249.6 235.8 42.9% 50.8% 0.2% 6.4% 
Average 43.1 33.3 23.6 

1/ Net income means value of production minua cash costs. 

1/ Other incomes are principally derived from renting work animals, renting land or pasture, and 
sale of charcoal, firewood, and handicrafts. 

"" lit 

I 
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Tbouah not a. viduprud a. :in Salcedo, there ia IilDificaDt 
off-fara a.plo~t, particularly for the l.allut unit.. In aany caae. 
this ruu1u in the c,.,uino vife a •• waiD.g relponlibiliti .... the head 
r1 bouaahold and aurciaiag deciaion making authority over fara production, 
at l ... t durin, part of the year while the huaband ia away wor~.ing. 

Dk&saes deriving from nutritional deficip,nciea (e.g., antuda, 
-.lnu:rition)are prevalant among the target group populatiou, ~pecially 
among children. The nutritional deficiencies are the outcome of an unbalanc­
ed diet, consisting mainly of carbohydrates, the main agricultural products 
of the Ifub.ilten.ce farmer. Endemic goiter is one of the tIOst critical 
problems, particularly in the Penipe area. Among 411 women examined in 1970, 
59% were affected by the disease, as were 44% of 511 men. 

c. Constraints to Development 

The constraints which limit target group welfare in Quimiag­
Pmipe arli! similar to thoae for Salcedo and thoa. described in Part 1 of 
this PP for Ecuador' a rural poor in general. There are three principal 
constraints to increued productivity and income. in the area: water, land 
and lilDi.ted off-farm employment opportunities. These impact differently on 
different sized groups. Table 111.12 attempts to rank theae and other con~' 
attaints for th,! project area to illustrate their relative degre .. of 
importance for different groups. The very idea of integrated rural develop­
ment is thnt constraints are interdependent, and therefore all are important 
to the solution of the overall problem. The ranking is simply to give a 
sense of the relative urgency of different limiting factors. 

TABLl:i III.12 

Relative Constraint Pr:'.orities in Quimiag-Penipe IRD Area 

Landless Near Landless Minifundia Small Scale 
Constraint Types 0-0.5 Ha. 0.5 - 2 Ha. 2-5 lia. 5-10 Ha. 

Economic Constraints 

Land Cons train t 1 2 4 
Water Constraint 2 1 1 
Subsistence Tech. (Yields) 3 3 3 
Subaistence Crop Mix 3 2 2 
Lack of Off-Farm Employment 1 2 3 5 
Erosion 5 5 5 
Roads 5 5 5 

Social Services Constraints 

Nutritiou-Food Availability 1 1 3 3 
Sanitation Con.traint 2 2 1 1 
Education eanatraint 4 4 4 4 
Baalth & Nutrition Services 3 3 2 2 
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Unavailability of off-fara emplo~t is a constraint OD 
fara of up to five htlCtar... Aa shown in ':table III.13, Ie .. the 30% 
of available faily labor ia used for on-farm activities. And 1 ... than 
15% of the potCltial labor of this group is employed off the fam. This 
18 due to a scarcity of jobs in the area; moat larger farms use their 
led for liv .. tock or for extensive crops, and unskilled jobs in Riobamba 
are scarce. The scarcity of marketable surpluses has discouraged the 
.. t'lblishMDt of .gro-indl·.~tries that might provide off-farm jobs, and the 
limited and sporadic efforts of Government and private agencies have been 
inadequate in terms of developing any significant artisan or cottage 
induatri .. that could provide employment. Hence therf! is a great gap 
beeween the supply and demand of the labor force, resulting in high '~der­
emplo~t, seaeonal migrations to the Coast, and p.rmanent migration to 
urbe aI'eaa. 

':tABLE III. 13. 

Employment Patterns in Quimiag=Penipe 

Number of % of Labor % of Labor Total % of % of Labor Under 
Farm Size !!E!!!. Utilized in Worked Off- Labor Util- Utilization 

Farm Farm ~ -
0- 2 1,453 25.4 16.0 41.4% 58.6% 
2 - 5 605 29.0 13.0 42.0% 58.0% 
5 - 10 171 100.0 0 100.0% 0% 

Total/ 
A.verage 2,229 32.1 14.0 46.1% 53.9% 

The land distribution W8£ described earlier. ApproximatelY 
82 large farms in the area, with per capita incomes beyond the IRD target 
group, occupy two thirds of the total farmland. These holdings are mainly 
in livestock and dairy, with some grains (principally barley) being grown. 
Averaging about 125 hectares, these farms are not large by Ecua~~rean hacienda 
standards, and most are in the lands just below the paramo, rather than in 
the valley bottom. Furthet'DlOre, all are being fat'1Ded at least efficiently 
enough to have obtained a IERAC ruling that they are exempt from expropria­
tion under the Agrarian Reform Law. To date, opportunities fat' small farmers 
to increase the sizes of their farmS hale been lim.it~d. 

There is also a serious land titling proble. It is estimat­
ed that the majority of the farms of up to 10 hectares do not have clear titl ... 
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Thia ia due in part to the failure of ow,era to regiater acquJ..ition8, 
which DOW .y have occurred decades ago. Also, diviaion of land DOng 
heirs ofte. baa gone ,uoregiaeered. Consequtntly, the owner. lack valid 
titl... Alao, several hundred small faru are being held and worked Wlder 
.harecropping arrangem&lta, 80me of which are illegal under the Agrarian 
Reform Law. M&ny of the holders have potent~y valid claiaa to the land. 
All of these lpnd tenure problema cause the holders to be reluctant to make 
i.'-lvutments on the land, plus they create difficulties in obtaining 
agricultural. credit, which as a result hardly exists among sull fama 
in the area. 

Another major constraint on the area's production potential 
is lack of irrigation. There are 53.5 lli.lea or rudimentary irrig",tion 
canals and ditchu in the area, c,ovet'ing 464 Has. of the target area .. 
well as another 360 Has. of large land boHings. The irrigated area accounts 
for only 9.2% of the land the target population holds, and the level of 
.ecurity of the water for even that area is low. The: rudimentary unlined 
canals and ditches, inadequate diversion works, and al1lOst nonexistent farm 
level irrigation infr~structure contribute to the inefficient use of even 
the small quantities of water now available. 

Target gl:oup farms face difficult economic futures without 
assured supplies of irrigation water. Little change in cro~1 mx and only 
limited yield improvement19 in subsistence crop,. can be accocplu'aed without 
improved and increased irrigation. Small farmers in the area h&ve evolved 
a great variety of production systeu and associated technologies. The 
predominant characteristics of this technology are its low ri.k, sub&iatenc~ 
nature (little cf the production is marketed), and extremely low yields. 
Of the basic crop m:i.x of corn and beans, yields in both arl! leas than half 
the national average. The subsistence technology constraint ia also the 
result of the interaction of other constraints such aa the lack of credit, 
the lLl,ck of effective extension 8ervices, and the lau of knowbdge of 
improved technical practices. 

Forestry resources have been 8lmost completely depleted 
in the area as a result of fuelwood gathering and the making of charcoal 
for market. With the hillsides de,nUded of treesJ er~.lon in certain zone. 
has become a problem. 

The constraint of food avnilability and the debilitary 
effects of inadequate diet on nutrition and health are readily appar.nt in 
the project area, particularly among rural chil~ en. Health .ervicea are 
the most frequently asked for social service by target group ~e~ ¥be 
approached about their need.. Increased proe~ction of foodstuffs alone 
will not neces.arily overcome the ulnutrition or health probl_. 

d. Proposed Project Elements 

As with Salcedo, the principal AID inputs provided UIlcler thia 
project address the need to stimulate agricultural productiDD iD the project 
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aru md through luch ·,dfortl raiae tb6 bcome of th. IlI&ll lcale farare 
(Ml •• i female) md incr .... the demand for agricultural labor. The 
activit .... funded h.r.under will be c':)or,Jinated with a Rural Training Project 
financed under AID central funding. Futllrl! USAID proj ecta will finance 
compleaentary activities in healtll. and nutrition, forestry and natur.al 
reeources conservation, and nonagricultural employment generation. 

The overall strategy for Quimiag-Penipe is to intensify 
8111&11 sl:ale agriculture by making it possible to grow fruits and vegetables 
through coordinated efforts in irrigation, c:redit, extension, marketing, 
and c01lBunity organization. Such a change in r.rop mix for the area wli::" 
increase the incomea of those participating as well as increase the demand 
for agri(:ultural labor. At the same time, tlle conltrllction of irrigation 
works and. the impr~ement of farm to market 170ads will provide increased 
off-farm employment opportunitiee during project implementation. The 
reforutation activities under the future AID 1>l'oj ect will allO furnisb 
jobs, as \rill the projected Rural Employment l:;eneration Project. The 
simultaneous imFrovement in health care, sanitation facilities, and nutrition 
levels resulting from follow-on AID interventions ehould further increaae 
target group welfare and encourage them not t.(,j leave the project area. 

(11. Interventiona Having a Productivity/Income Impact 

-Irrigation 

Approximately 50% of tbe AID funds all~cated to the 
Quimiag-Penip.e subproj ect will be used to upan(l and improve irrigation 
f~cilities. There are two separate·projects. l~e major one is the construc­
tion of a 19 km. long canal from the R!o Blanco to the Quimiag area. The 
watp.r will be taken from the river a.t an altitude of 3,405 metera~ and a 
tunnel of 2.3 k'lD. lIlUSt be excavated. INElUiI haa already started the work. 
The budget estimate for the remaiDing work, including .econdary canals, is 
$3,430,800; and the proposed :onstruction pe:dod is two and (,ne half years.* 
When completed, the project will irrigate 1,900 hectare.. Approxt.ately 
50% of the land to be irrigated belongs to the target g~oup. AID financing 
of this component will be limited to 50%. 

The Penipe project area will ben.fit from the comple­
tion of a principal canal of 6.5 km. and two secondary canale, on. of 4 1aDs. 
and the other of 6 kms. INERHI bas completed SOM 65% of the intake 
structure work at:ld much of the canal work. The r.linjng work on the syat_ 
ia -.lStimated to cost US$ 396,400, of which AID will alao finance 50%. Ap-

~ proximately 18 montes are nt.,,:cessary to complete conatruction. When finished, 
the system will irrigate 450 'nectar .. , all of which are in AID's tar.et 
group. The project will alao finance distribution, (terciary) canala for 
both the Quimiag and the Penipe irrigation Byste ... 

Maps indicating the location of the principal canala 
and the approximate areas to be irrigated for both irrigation project. are 

*The coat eetimatee were .w.itt.d by .DlERBI in ita letter of Kay 21, 1980, 
upda te the oriqinal .. timate. aDd refltct recent actual. aped..ce. '1'hi8 
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included in Annex D. Also i.:.cluded are crOS8 sections of the canals and 
typical nructurea from which co.t .. twte. were calculated. The Proj ect 
Aar....at will require .. a condition precedent to disbur .... nt for this 
activity the final plan. and specificationa for all canalE' to be constructed, 
including secondary and dutribution canals, and identification of the 
farms to b~ irrigated, including the size of each parcel. The Project 
Agreement will alao require AID approval of the construction arrangements. 

-Credit 

Credit will be channelled for investment in on-farm 
irrigation facilities and for agricultural production. A total of $ 1,148,600 
of AID fund8, 26% of the AID amount allocated for Quimiag-Penipe~ is ear­
marked for credit, which will be used for medium-term invesem.nt and on-farm 
irrigation credits. The AID funds for credit will be supplemented by 
$ 2,259,300 of local contribution8, which 18 al.ast entirely BNF funds for 
short-term production credit, plus a ... 11 contribution from participating 
farmers in additional labor. The on-farm irrigation credit will be 
for both the 464 hectares now irrigated and the target group land 
to be brought . under irrigation. The remaining credit. will vary by al-
location. At first, medium-term credits will be limited to fruit tree 
rehabilitation and new plantings in areas currently irrigated. Short-term 
production credit .. _:,11 go for vegetables in those 8ame are .. plus for improv­
ed traditional crops in nonirrigated areas. As new irrigation com .. on 
stream, more medium-term credit will be offered for new fruit plantings, 
and mor~ of the short-term credit will be directed toward vegetable rather 
than traditional crop production. 

The general credit delivery mechani .. will be aa in 
other IRD proj ects. The RDS will prepere and negot:i.ate an interinstitu­
tional agreement with the BNF to create a credit fm:l,d jointly financed by 
AID and BNF. The agreement will stipulate the requ:i.re~ts for granting, 
supervising, and repaying loans, including interut charg... Li.kewiae, the 
IRD Project Director for Quimiag-Penipe will devalop written agreements 
and operating procedurtlS with each c01llUlla participating in the credit program. 
These procedures will include that the comuna u a whole will guarantee the 
credit allocated to the community, that the COmuDa through a ~e.ino 
committee will administer the credit, ~\d that individual cred1t proposals 
will be approved or rejected by the cQ~a's govarning body (the ctbildo). 
A fee will be included in the cost 07: the credit to reimburse the comuna 
for expenses incurred in fulfilling i:-:s functions. As principal and 
interest are repaid to the BNF, BNF will maintain the funda for the exclusive 
use of the project until 8uch time as AID and the IRD Project Director agree 
otherwiae. AID approval of the agrf,aenta wil:h the BNF ad· the operating 
regulationa detailing the responsibilities of the coauou will be a condition 
precedent to disburaement for credit. 

-Technical Aa8utance 

MAG currently hu a PIllA staff of about a doun techllic­
al and support personnel usigned to the Qu:i.ll:i.aa-Penipe area. tJa.cler the IID 

* .... infomation included a vatR availabillty plaD. fte loaD agrln at w1ll 
prcwide that the GOB vill CO'VV any =-t o-.uzuu tbraagh 1Dc:r ... 1Dv ~ 
con=.f.bution to the project. 
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proJr" the nu.ber will incraa.e to about 30, including technicians datailed 
fro. iJlplaenting agencies and contact agents. All will be under the 
direct supervision of the IRD Project Director. Crucial to the TA effort 
will be coordination with INIAP. Agricultural specialists will be asaigned 
to carry out trials and demonstrations in the project area baaed on and in 
scae cues financed out of the Rural Technology Transfer <Title XII) Project. 
Alao crucial will be cool'dination with the efforts of the Rural Training 
Project. 

The TA efforts will be directed first at two types 
of technological change: <a) increasing the productivity of traditional 
crops, recognizing existing water constraints, and <b) for the areas where 
target group u.embers currently receive adequate irrigation, the introduction, 
rehabilitation, or improvemP.nt of fruit trees and of intensive vegetable 
cultivation. A number of practices can be adopted by farmers to improve 
their incomes even before irrigation becomes available. These include intro­
du~tion of varieties of cern vf a shorter growing cycle, and. introduction of 
dppropriate varieties of beans, and of. other complementary crops to oe grown 
in association with corn; seed innoculation !or beans; utilization of 
certified potato eeed, and of adequate seed selection and ~torage 
l'ractices: . fertilization of., a.,variety of crons;~ pest control; intra-
auction of improved administration and management techniques; and intro-
d~ction of improved breed~ and management, feeding, and sanitary practices 
for the various species of animals being raised. These and other improved 
practices will be tested and demonstrated on individual farms. The farms 
will be selected based on the owners' progressiveness, willingness to change, 
and standing in the community. The IRD project will enter ~to agreements 
outlining the responsibilities of the farmers, the comunaa, ROd the project 
for this activity, and will spell out what protection will be provided to 
the farmers, if any, against loss. 

In areas where irrigation exists, several types of 
activities will take place. Where fruit trees are now grown, actions will 
inc tude renovating and rehabilltatillg orchards, introduction of new 
var.eties, a~d introductiou of improved pruning, fertilization, and water 
use techniques. Where vegetables are now grown, similar improveaent 
arcivities will be undertaken, in close collaboration with INIAP. Where 
. -:rigation exis~'s hut traditional crops are st~Ul grown, efforts will be 
made to move farmers into higher income crops appropriate for their zones. 
As new irrigation comes on stream in the later years of the proj~ct, these 
efforts will be expanded to those areas. 

The project will use a variety of training and com­
munications techiques to try to effect the intended chang... Thue will 
include individual and group contacts with contact ag."u and technicians, 
comuna meetings, field days, uae of simple brochures, posters and paaphlets, 
use of radio broadcasts in both Spanish and Quachua, and uae of other 
_t~~g_ ~.;ds. _ -



- 62 -

-Marketing 

Aa in tT-e Salcedo project, aaricetina interventions 
will duJ. both with getting in~uts tce famers and with helping tbem sell 
their production at fair prices. As to inputs, three activiti .. will be 
UDdertaken. First, fruit tree nurseries will be set up, first in Penip" 
and later in Quimiag, to provide good stock. Farmers having water available 
will be able to purchase the trees at a price covering operating costs. 
Secondly, MAG will construct and operate breeding facilities for sheep, 
pigs, guinea pigs, rabbits, poultry, and be~s in both Quimiag and Penipe. 
lne fa:ilities will sell the improved stock to the campeain08 at cost and 
will also provide location. for tr.ining them in improved animal care 
practices. Third, input supply stores will be est.blished, to pr.ovide a 
distribution point for improved seeds as well as to provide fertilizers 
and other inputs at reasonable pricLs, un.dulterated, and correctly weighed. 
Since a strong comuna system exists in the area, an effort will be made to 
.. tablisl" theae stores at the comuna level, to be owned and managed by 
the comun88 themselves. The BNF will give credit for stock, and the project 
will pX'oVfcie TA. Where cOlllUlla storti are riot pouible, MAG and the BNF 
will juintly establish stores, wite the expectation that these can eventually 
be turned over to groupings of comunas. 

As to marketing of productilQ, several ~tivities will 
be undertaken. First, TA will be given to an existing sull apple producers' 
cooperative, having 27 members (in Bayushig, near Penipe). Aasistance 
wi1l be given for improving sorting, packing, and storage operations, for 
locating the best markets, and for obtaining transportation at reasonable 
prices. As new areas enter into fruit production, this experience will be built 
upon and similar cooperative marketing activities encouraged. Second, 
8 similar group marketing effort will be tested for vegetables in • co..unity 
(Llucud, near Quimiag) where small farmers are already producing a substantial 
quantity and variety of vegetables. Te~ical assistance will be obtained 
from the Vegetable Growers' Associati~ of Chimborazo or other similar sources 
to help in appropriate sorting and packing procedures and in placing the 
produce in the Riobamba and other markets. Again, as new areas enter into 
vegetable production, this experience will be built on and expanded. 

Third, c01Iwa level marketing efforts will be 
established for potatoes. Following successful experiences elsewhere in 
the Sierra, campeainos will bring their production to a common site where 
they are cleaned, sorted, and packed into standard sized ncks. Arrang...,.ts 
are made fo~ transportation, and proceeds are divid-u e~ua1ly. The project 
will provide scales, sacks, other simil.r equipment, and TA. But for the 
effort to work, a close relationship between the ca.un. and the project team, 
and a complete understanding of the process by the co.un •• re n.c .... ry. 
The ideal will be for the .£..O..!UD1l!.. to c01llpletely run thb op.r.tion, with 
TA from MAG, ENAC, and other psr.ticipating agencies. At firat, however, it 
may be necessary for the project to set-up and run these oper.tions, with 
the close collaboration of the coaun •• 
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Two other JI&1'uting activiti .. will take place UDder the project. One will 
ba the reporting of market prices throushout tha aru. Several reporting 
syat .. will be tuted, such as p08tbg p~ices at strategic locations or 
broadcuting over radio. Second will be a study on maruting, with an 
atteapt to learn frOll the above experiencea and deaign optimal. .. rkating 
strategiu for this and similar areas. Social as well as market and technical 
factors will be taken into account. 

As in Salcedo. good roads are a prerequisite to get­
ting inputs fA· andbringing production out. Almost all of the project area 
is covered by roads. The sy&tem will be completed by the construction of 
10 b. of new dirt roads and four 811&11 bridges. In addition, 50 km. of 
dirt roads in poor condition will be improved. All work will be carried 
out by the Provincial Council in coordination with t~e Ministry of Public 
Works, with local cOllllDUIlity donation of labor throush the minsa system. 
Once the roads are in good condition, the Provincial Council appears capable 
of maintaining them; other roads in the project area are well IUl.intained. 
Details on the new roads to be built, the bridges, and the roadaJ to be 
improved am in Annex D. 

-Land Tenure 

As in Salcedo. water and land are two of the IDOst 
important constraints limiting small farm development in Quimiag-PP.nipe. 
The strategy for deanng with the land constraint will be similar to the 
ont! being followed in Salcedo. Since many of the large landholdings in 
the area have been judged to be efficient enough to be exempt from 
expropriation under the Agrarian Reform Law, expropriation actions by 
IERAC appear limited at this time. However, the proje=: will support several 
activities. 

First, the proPosfid agricultural strategy will 
intensify airicultural production on existing small farms to incr ... e 
incomes and 8Xp£d employment opportunities. Second, IERAC will undertake 
a major land titling program to obtain clear md legal tl.tles for all 
small land holdings in the area. This will include surveying properti .. , 
helping in the registration process and preparing legal procedures to 
enable sharecroppers to obtain the rights to land they hMve be~ working. 
AID resources will be used to support this effect. Third, along with the 
land titling program. AID assistance will provide for the establisn..ut 
of a campesino legal aid system through IERAC. The legal aid society 
will provide counselling to campesinos and c01ll\mas on their legal righu 
under existing land and water access laws. Technical advisory support 
will be provided for this effort. 

As a fourth land tenure activity under the proj act, 
!EiAC will undertake an extenaive study on the land tmure situation in 
the area, with the viewpoint of &ee:i.ng what alternativ .. ezin for helpinl 
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saall landholder. incr .... their boldin,.. The study will look at optt.al 
liz .. for land holdina,at whether there are po .. S.bilitie. for readjU8tiDa 
luaer holdin,., at the relation.hip betwe. vat'tr right. and lUld/at the 
advataau of certain changu in the Aar~rian Reform Law, and at the 
po.sibility of e.tabli.~g a credit fund for the purchase of plots fro. 
the larger holdings. 

Finally, as in Salcedo, the project will promote 
a process of community organization and participation,target group analysis 
and evaluation of its local. probl ... , and C!!IPuin2. training. The entire 
lJU) development process will stimulate a target grCJup training an:! organiza­
tion process that will lead to a greater awareness of local problems and 
a greater group solidarity in dul.ing with theae probl8JU. 

-Erosion and Natural Resource Conservation 

Ar.. identified need in the area is reforut:in, 2,000 
hectares of land and protecting three watersheds. Under the propo.ed 
FY 1981 ~orestry and Soil Cocservation Project, nurseries will be e.tablished 
and this work will be begun. An estimated $ 631,600 in AID funds from 
that project will be required, plus an equivalent 01" IiOmewhat larger 
co~~~rpart contribution. __ _ 

(2), Interventions in the, Social Sectors 

-C01lllllUlli ty Training 

As in the Salcedo project, community participation 
centers will be fiuanced under this lIroject so as to provide placae f()~ 
training to take place and fur comunaa to meet for various project purpo.~. 
Thirteen new centers will be built. In the 20 co.atmitiu where similar 
centers now exist, they will be improved to bring them to the standards 
of the new centers. The designs will be standard MAG designs (see' Annex D), 
total cost per newly constructed unit is approximately $ lO,SOO, and 
community participation with free labor during construction will be a 
req uiremt".n t • 

-Health. Potable Water, Sanitation, and Nutrition 

Tentative interventions, to begin under the propo~ed 
FY 1981 AID proj ect, are construction of seven potable vater ayst ... , expan­
sion of one existing system, construction of 1,000 latrin .. , and construc­
tion of sewers in three towns. In addition, there will be actions to 
incorporate existing as well as new health facilitiu into au integrated 
health delivery system for the area, utilizing paraprof ... ional c~ity 
heal th workers to provide health and nutrition training ann aervicea to the 
cOlllDunities as a complement to the more formal service. offered. 
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Other ~loyaent Opportuniti •• 

Th. projected FY 1982 AID pr~ject will provide 
vocational education opportunities, .mal1 rural enterpriae credit., fA 
tor •• tabli.hing .uch enterpri.e.,and other input. to enable perlonl from 
the pro~G~t area to find employment in nonagricultural activiti... The 
Ipecif~c inputs for the project area have not been &8 well defined •• 
for other project components. but an estimated amount for thia activity 
baa been budgeted. 

(3) Budget 

Table 1I.14. preaents the budget for the Quimiag-
Penipe subproject. 



- 66 -

'lab1e II. 14 

Ouiwjal-Peai2c Project Budlet. 

(US$ 000) 

AID GO! 'lotal 

This Other 
Project Projects 

A. Productivity Intervention.: 

1. Irrigation 

a. Quimiag System 1,715.4 1,715.4 3,430.8 
b. Panipe System 198.2 198.2 396.4 
c. Diatribution ('lerciary Canals) , 

INERHI Training 328.6 328.6 657.2 

2. Credit 

a. On-farm Irrigation 122.8 122.8 
b. Investment Credit 1,035.8 1,035.8 
c. Short-term Production Credit 2,259.3 2,259.3 

3. Technical Assistance 

a. To Project 280.o!l 240.011 520.0 
b. Personnel (Incl. Contact Agents), 

l'er Diem, Materials 
67.~1 

652.8 652.8 
c. Vehicles, Equip':!,eat 67.0 

4. Marketing 

a. Nurseries, Marketing Centers 276.0 260.0 536.0 
b. Road Improvement 240.0 400.0 640.0 

5. Land Tenure (Land Titling, Legal 
Aid, and Studies) 74.0 82.6 156.6 

6. Fores try and Ruource Conservation 631.6~/ 672.4 1,304.0 

B. Social Interventions: 

l. Community Participation Centers 113.0 87.0 200.0 

2. Health, Nutrition, Potable Water 187. t.11 430.0 617.4 

3. Other Employment Opportunitiea 356.o§.l 741.2 1.097.2 

Totals 4,450.8 1,415.0 7,827.5 13,6il.3. 

1/ This is for TA to the project, grant funded, .. d .. crib~ in Section II. A. 
"il $ 20,000 of this ia for grant funded vehicle and equipant support for the TA adviaora 

to the project, as deacribed in Section 11. A. 
31 From AID centrally funded (DS Bureau) Rural 'lraining Project. 
41 From propoaed n 1981 AID Foreatry and Soil Couaervation PrClject. 
51 FrOll propoaad n ]981 AID Health, Potable Water, and Nutrition Project. 
~ FrOll propoa&d n 1982 AID RurallllptoYMIlt Project. 
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e. P~oject TechDica~ Analysis 

The technical analysis for this project is virtually 
Uatical to that of the Salcedo project, and for that reason will not be 
reputed here. The technical specifications for all structuru to be 
built (e.g., irrigation, roads, bridges, coJIIDUnity centers) can be found 
in Anna D. 

f. Proiect Economic Feasibilitv Analvsis 

In order to examine the economic feasibility of the project, 
• traditional benefit/cost framework was used. Based on data obtained in 
the project area by HAG personnel, the actual status of farms before the 
project was estimated, based on representative farm models. The internal 
changes due to the project were then projected for each of the different 
farm sizes and crop types. An example of the detailed farm projections is 
given in an unattached annex available in USAID and LAC/DR files. A table 
in the annexiUustrate~ farms ~~thout the project interventions, and a second 
table indicates the changes that are expected in these average representative 
farms with the project after five years. 

Given the fact that fruit trees are to be planted throughout 
the project's life, a 20 year time horizon was chosen to evaluate benefits, 
to allow for the production of the orchards. Each year for twenty years an 
estimate was gade of the number of farms included in the project activities. 
SlIl~ even the first of the irrigation proj ects undertaken will not provide 
water for the first two years, with the largest irrigation project effectively 
not providing water for four years, the project will only slowly incorporate 
farmers into more intensive crops. Thus the projections show a conservative 
rate for farms entering the program. During the first ye:tI' only 10% of 
target group farms enter the production improvement program, and it is not 
until the major irrigation project begins to provide water (year 4) that 90% 
of the furms are included. The 20 years of projections at the farm and 
project levels are shown in Table II.16, and are discussed belm1. The dif­
ference between what the farms earn with proj ect support und what they earn 
without is counted as the project benefit. 

Table II.lS presents the estimated incomes of representative 
farms in the project area, after 20 years of project activity. The project­
ions are made in real terms, with inflation taken out. As Table II.1S 
indicates, the net incomes of target ~roup farms is esttmated to rise by 
more than five times in real terms over the 20 year life of the proj ect 
investments. Actually, the definition of income in Table II.lS undereatimat .. 
actual family welfare, because it substracts family labor at the average 
wage rate and therefore does not include the value of family labor .. income. 
When family labor is added into the computation, this projection would .ove 
even the smallest of the beneficiari .. out of Am's target catelory of l .. s 
than $ 350 income. Whtn this incre .. e ia cDlllpared with the lIOcle.t iller ..... 
in real terms that campesinos in Ecuador have made in the lut 20 years, 
the project impact appears truly significant. 
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Table 11.15 

latiutecl hCClae lapact, at the Farm Level in Qui:aia,-Pmipe 

Farm Size 

0.1- 2 Ba. 
2- 5 Sa. 
5-10 Ba. 

All F aI.'1D8 

% of Averag.1 Per Capita Estimated Per Capita 
Tal'get Net lnC!CIIU* Without Net lnCOll~ in 2lat Year 
Group Proj ect W.ith Proj ect 

65% 
27% 

8% 

100% $ 

45 
120 
185 

76 

$ 257 
686 
976 

$ 428 

5.72 
5.70 
5.28 

5.62 

* Net income is defined for this table as value of fara production minus 
cash costs and minus family labor valued at $2.00 per day, which is a 
reasonable estimate elf actual market values. This definition is not 
the same as that used for estiaating total per capita incomes for defining 
target group limits in Table 11.11. 

The bfJnefit/cost analysis conducted on the project vas 
conservative in that ic included only dir.ect benefits to the target popu­
lation and did not COl'lnt indirect benef; _AI. The opportunity cost of capital 
va ... swed to be 15%, the rate used to diacount cost and benefit flows 
over the 21 year per;'od. To maintain the benefit/cost analysis' conservative 
nature, labor waa shadow priced at 75% of aarket value instead of approziaattly 
50%, which would be indicated by the current underutilization rate of labor 
(an estimated 53% rate of underutilization). In part thia higher shadow 
price was chosen b~caU8e of the long tiae horizon of the project and the 
assumption that as the project proceeds the outside -.ployment opportunities 
for target group 1amilies might increase. 

Costs of the project were taken to include all AID and GO! 
investments in production activities (e.g., long term credit for tre .. , 
roads, irrigati3n). In addition, the technical ... istance provi1ed to the 
target group through the project was counted as a cost. Thi. includes all 
AID funded tec~~ical assistance, the total costa of the GO! project t ... , 
and technical assistance provided frOll the central iDS DlD _chani-s. 
These projectf!J flaws can be seen in Table II.16. The benefit/cost ratio 
for the project is estimated at 1.40 and the internal rate af return (Ill) 
at 19.5%. 



tINUIT/COST COtI'UTATIOII QUIHlAC-PEII!PI II\!! raOJI!CT 

1 
BENEFITS 2 

PROJF.CT COSTS NET PROJECT 

Lnbo~ 
L .. ",,~ 

Adjullted 
Adjuned Stuu!uw Net "C 

l'roductioa Inter ••• Uete Aaredan Tl!chnical Tnt.1 Inc.re~nt- Int. on Inter •• t factor lncc_t- lDcr_Dtel Cull 
'ear Iuilletion lnfr .. truc:. Credit a.for. ABabtance Coata .1 (oco .. Prod. Credit lacoM a1 Inc..-e lendil" Fl_ 

O 612.6 3\14.8 173.8 18.3 250.7 1,559.8 0 0 0.0 -1,55'.' . 672.6 86.6 231.7 78.3 250.7 1,319.9 61.8 54.0 7.8 12.1 20.5 20.5 -1,299.4 
2 448,5 206.2 289.6 250.7 l,J95.0 196.6 188.4 8.2 38.1 46.3 46.3 -1,148.7 
3 4411.5 40.9 463.6 250.1 1,203.1 402.7 270.0 112.1 15.3 2011." 20P.O ,: .. ) 
4 15.0 75.0 61~.7 351.5 268.2 112.9 lOLl 3111. I 310.1 
5 15.0 n.1! 1,442.9 351. 5 1,091.4 153.7 1,245.1 1,~\I.1 1.16(,. I 
6 75.0 75.0 ',512.0 151. 5 1,160.5 154.2 1,114.7 1,314.7 1,2J9.7 
7 75.0 75.0 1,593.1 351.5 1,241,6 !55.6 1,197.2 1,397.2 I, )22. 2 

• 15.0 15.0 1,135.8 3~1. 5 I, ]84.3 I SR. I 1,~U.' 1,5.2.4 1.4";.~ , 75.0 75.0 J,935.7 351. 5 1,584.2 161.3 1,145.5 1,745.5 1.610.5 
lD 75.0 75.0 2,168.9 ]51.5 1,817.4 164.3 1,918.7 1,9111.1 1,9oc..1 
11 1's.0 75.0 2.315.0 351. 5 1,981.5 166.1 2,149.6 2,U'., 2.07~.6 

12 75.0 75.0 2,504.4 351.~ 2,H2.9 168.2 2,121 1 2,321.1 2,2~8.1 
1] 75.0 75.0 2,668.4 351.5 2,1l6.9 170.4 2,487.4 2,U7.' 2 ... 12.4 
14 n.o n.o 2,819.3 151.5 2,467.8 172.9 2,640.7 2,640.1 2,~(.5.7 

IS 15.0 75.0 3,016.8 351.5 2,665.3 174.5 2,8]9 •• 2,G19.' 2,764.' 
16 n.o 15.0 3,153 •• ]51.5 2,1101. 9 115.5 2,977.4 2,9H.4 2,90~.4 

17 7!1.0 75.0 3,283.3 351.5 2,911.' 176.2 3,101.0 3,10R.0 l,OJ).O 

I~ 75.0 75.0 ~,163. ~ 351.5 3,012.0 177.3 3,189.3 ),189.3 ).1I~. ) 
19 75.0 75.U 3,450.4 351.5 1,098.9 118.1 3,777.0 3,277.0 ).202.0 
211 75.0 75.0 3, .. 5].1 3S1.5 3,301.6 178.9 3,480.5 ),480. , ),405.5 

NPVI - 6,Oll.4 "e • 1.40 /;PYC • 4,lOS.9 

1. Defined as on page 50. 
2. Hat project benefits equale total value producti'ln minus operating costs. 
l. In the original cost calculat:iona, fudly labor .... aa valued at .. rket wage rates. A aore appropriate 

valuation for fudly labor is a shaoow wage rate equivalent to 75' of the .. rket rate. Since total 
ca.te are thus overestt.ated, this column reduces the original coat figures by 251l. It is reported 
in this .. nner to faciliate coapariaons with material in the Annexes. 

0-
\0 
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Th. beoefit/co.t ca.putati0D8 w.re .ubaitt.d to a .eo.i­
tivity _&1y81. to .. tiaat. th. sendtivity of th. ratio. to incre .... 
in ap.cted real co.ta aDd d.cr..... in expected r .. l benefits. Since 
inflatiaD baa already been accounted for, the incr ..... in co.ts would 
hav. to be th. r .. ult of incr ..... in input pric u above inflation rata, 
or inc,., .... in the physical quantitiu of inputs required. Decre .... in 
exp.cted ben.fits could be the ruult of failure to reach technical targets 
in crop aix change yields or in the numb.r of beneficiaries included in 
the pt'oj eet. D.creases could al80 indicate the sensitivity of the ratios 
to possible decreases in market prices for agricultural outputs. 

Table II.17 out lin .. the results of the .ensitivity analy­
sis. Frca this analysis it would appear that the project is more sensitive 
to decreases in the expected benefits than it is to increased costs. In 
the case of increased costs, the BIC ratio contio.ues above the break even 
point of 1.0 (when discounted at 15%). The conservative nature of the 
projections, which estimate that it will take five years to begin working 
with 90% of the target group, should make these levels acceptable. Though 
decreased benefits bring the ratio closer to 1.0, the level of 1.12 should 
be acceptable since benefits are the most conservative part of the projec­
tions and so should pose less of a risk than increased costs. In summary, 
the project appears to have a satisfactory B/C ratio, even if decresaes in 
benefits or increases in costs were to occur. 

Table II.17 

Sensitivity~\nalysis for Benefit/Cost Ratio for Quimias-Pen!pe Project 

Benefit/Cost Ratio 

Basic Computation 
Increased Costs 20% 
Decreased Benefits 20% 

C. IRD Project Planning 

1.40 
1.17 
1.12 

1. The Regional Development Context 

Internal Rate of Return 

19.5% 
16.3% 
15.6% 

In order to institutionalize the IRD model presented earlier, 
both USAID and the GOE believe it important not only to finance under the 
Project IRD projects which were already designed, but to finance the design 
of at least one IRD project now only in the .. rli .. t design .tages. In 
this way, the RDS and other institutions will gain early experience in all 
phases of the IlU) model planning as well as uecution. 



-71-

In additioa, to data aoat IID proj flCU d..,alop~ by the GOE 
aDd other donors have bee prepared by consultinl firM or by GOI offi­
cial8 located in GoverllMllt offic .. in Quito. They bne often bee pr~ 
pared .. theoretical-paper planDUlg aercu .. with little ,direct i.nvolv~ 
.et in the aocio-econoal.c reality of the country. There baa been little 
conaultatiOD with target &rOUps and even l .. s ta1'get group participation 
in the planniui prOCU8 itself. IID pUnning baa been characterized by 
the top-dawn approech so often found in previous GOE progr.... As dis­
cuss.d in Section I above, the new GOI policy is to maximize the parti­
cipation of the rural poor in both IRD implementation and planning. Thia 
component uf the Project will assist the GOE develop a methodological ap­
proach that facilitat .. .8 target group participation in the planning process. 
While the end product will be one IRD project prepared, it is hoped that-'a 
participatory planning process will be institutionalized in the RDS that 
can then be replicated in other similar proj ecte. 

Both USAID and the GOE also believe it important that AID con­
centrate its efforts in a limited number of areas of the country. There 
are several reasons for that. ~ in-depth familiarity with the problems of 
small areas leads to greater project effectiveness, administrative and lo­
gistical problems are lessened, and c'~se working relationships can be 
developed with a small number of regitl.:.'.u. organizations. Also, this con­
centration will fit in with the GOE strategy of using IRD to support 
regional development. 

In order to decentralize the planning and coordination of aC­
tivities, the GOE's strategy is to have strong regional authorities co­
ordinating with technically strong national sectoral or subsectoral impl~ 
menting agencies. The GOE intends to divide the country up into eight such 
regions, four of which cur=ently have regional development authorities. 
Table 11.18 presents the eight proposed regions. 

The four existing regional development authorities* have all 
evolved in different manners and at different times, and therefore their 
scopes of activities and manners of operation vary considerably. To ef­
fact some standardizati01&, the GO! National Development Plan states: 

"It is considered necessary to organ.i1 a a system of regional 
development planning which will coordinate the development 
activities developed at'the national, regional, and local 
levels. To accomplish this, CONAD! will undertake to stancl&rd­
ize the scopes of work for those regi.onal developaent- agencies 
already in existence (CEDEGE, CRM, C'IU'A, and PR.EnESOII.~.," 

* INcaAE, the Institute for the Development of the Aaazonic Region of 
EcU6dor, has in many ways served as a regional developla8llt authority 
for the Orient.e. In the GOt Plan, however, the Oriente will be divided 
_ong four othE;.~ regional authorities, and IHCRAE will serve as a 
service agency. 
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'tAllilW U. 11 

ICOADOl. PLAlIRlltG Mm DIV'ELOPMIRT UGIORS 

ReliOD&l l:rban "ural Total 
lap,ou Deve!oplMnt Populat~on Population Population 

UGION 1 To ba Craatad 200.918 422.236 643.154 
Carchi (Siarra) 44,226 94,486 138,712 
lneraldu (Coati.) 93,9.50 161,112 255,122 
Imbabura (Sierra) 82,742 166,578 249,320 

lEGION 2 To be Created 826.041 ~79.483 11305~524 
Napo (Orienta) S,69S 75,645 81,340 
Pichincha (Quito-Siarra) 820.34~ 403,838 1,22~,,184 

REGION 3 CRM 270.3881 693.895 264.283 
Manab! (Co.ta) 270,388 693,895 964,283 

REGION 4 To ba Created ~7.326 847.509 1.114.835 
BoUvar (Sierra) 21,134 141,413 162,.547 
Chimborazo (Siarra) 88,982 253,429 342,411 
Cotopaxi (Siarra) ~8,440 228,972 267,412 
Paataza (Ori~te) 7,167 18,905 26,072 
Tuuaurahu& (Sierra) 111,603 204,790 316,393 

REGION 5 CEDEGE 1.319.705 1.037.216 2.356.921 
Guaya. (Co.ta-Guayaqui1) 1,192,931 687,165 1,880,096 
Los Rio. (Costa) 126,774 350,051 476,825 

REGION 6 CIEA 178.539 476.741 655.280 
Azuay (Sierra) 143,320 277 ,124 420,444 
Ca5.ar (Sierra) 22,493 147,389 169,882 
Morona Santiago (Orlente) 12,726 52,228 64,956 

REGION 7 l'REDESUR 259.776 509.126 768.902 
El Oro (Co.ta) i65,690 162,303 327,993 
Loja (Siarra) 88,956 304,819 393,775 
Zamora Chinchipa (Oriente) 5,130 42,004 47,134 

~GION 8 To be Created 5.101 5.101 
Galipagos 5,101 5,101 

TOTAL 3,342,693 4,471,307 7,814,000 

SOURCE: Iutituto Nacion.l da Eat.dbtic. - Population':a.t:illataa of Icuador in 
urban and rural .1' •••. 

I of 
litadaDa! 

Popula-
tion 

8.23 
l.7r 
3.26 
3.19 

16.71 
1.04 

15.67 

12.34 
"iT.34 

14.27 
2.08 
4.38 
3.42 
0.34 
4.05 

30.16 
247b6 

6.10 

8.38 
5.38 
2.17 
0.83 

9.84 
4.2'0 
5.04 
0.60 

0.07 
0.07 

100.00 
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As for tho.e ar.a. where relional authoriti .. do not exiat, 
the Plan .~eaka of their creation. But it realizeR that such creation 
11 a lonl proc ... , with both ter.hnical and political difficultie.. So, 
for the interim, it .tates that: 

". • • CONAnE will undertake to coordinate progr_ing in tholJe 
regions where regional development agencies do not yet exi8t, 
until it is decided to create than. Both national and regional 
government agencies will participate in this progr8lllDing." 

In ·,ha design of this Project, USAID wished to limit its acti­
vities to no more than two.regions of the country, but it also wanted a 
Sierra-Coast mix, concentration in areas of high rural poverty, and to 
work both where a regional development authority already existed and where 
one did not exist but would likely be created. The selection process 
worked out well on all criteria. Two IRD projects in the latest stage. 
of design "(Quimiag-Penipe and Salcedo) were in the same region (Region 4), 
were in the Sierra, were in what is probably the area of Ecuador with the 
highest conc.entration of rural poverty, and were in a region which &8 yet 
does not have an established regional development authority. On the other 
hand, the Coastal region with the highest concentration of rural poverty is 
Mana1i~ it bas an existing regional developDlent authority, and it also has 
two of the 17 priority IRD proj ects in its area, both in the earlieat 
stages of design. USAID, therefore, with the guidance of the GOE, has 
decided to finance the execution of the two IRD projects in Region 4, to 
assist in the creation of the Region 4 regional development authority, 
to finan~e the design of one of the two Manab! IRD projects, and to 
strengthen the ability of the regional authority in Manabi (CRM) to do 
IRD project planning and coordination with the particip~tory procees 
described previously. 

Section A above mentioned that approximately 1.6 person/years 
of TA plus a small amount of funds for other inputs will be provided CBM 
and the emerging Region 4 development authority to directly assist them in 
developing their IRD planning and coordination roles. In addition, 
funds for studies and other activities will be provided for the planning 
of one IRD project in the ManaM: region - the Jipijapa IRD Project. That 
project is described in the following subsection. 

2. The Jipij~pa IRD Project 

The Jipijapa project area includes all the area within the 
canton (county) of the same name. The population and area of thia IBD 
Project are large, over 150, 000 people and more than 50,000 Ba. of pra­
ductive land. The target group in the area is among the pooreat in the 
country, ranked in the lowest income group by the World Hunger Pro,r ... 
In relative terms of socia-economic poverty status, Cant6n Jipijapa 
ranks 66th poorest out of 94 cantones ranked, in the .... po.ition .. 
C-uano. 
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The direct beneficiaries of the project would be about 8,000 
fDill .. havinl ~urrent per capita inCOMS under $200. Nearly 6,000 of 
th ... f.ailie. work le .. than 2 Ra. each. Production is typically sub­
autence, coabined with a small amount of coffee for export. The Miniatry 
of Aariculture's coffee program provides limited technical and economic 
... istance to coffee producers. In addition to MAG, other agencies work-
ing in the area are IERAC and CRM. IERAC' s personnel have the responsi1)i-
lity to continue the process of legalizing land holdings and designing 
other agrarian reform activities for the project area. The agencies work­
ing' in the area have - identified unpredictable rainfall patternu as a major 
factor in the law yields characteristic in the area. Other constraints 
on incomes are said to be related to coffee handling, storage, and other 
marketing problems that are a function of small volumes originating on 
small farms. 

The over-all project ls in its initial planning stages, and 
AID financing is proposed to conduct necessary surveys, to investigate 
pre-project organizational arrangements, facilitate target group parti­
cipation in the planning process, and to help prepare program documentation 
suitable for futu":'e decisions on internal and external financing. The main 
line of possible development activity for the ,!RD project involves,impro~· 
farm practices, supplemental irrigation, ~roved coffee buying, storing, 
and marketing methods, increased rural electrification, and improved potable 
water supplies. --' 

The population of Jipijapa consists primarily of native coastal 
farmers of mestizo origin. Most of the population has by tradition been 
principally involved in small subsistence farming activities and fishing, 
and there is little information available concerning the social structure 
and characteristics of these people. Approximately 19 rural based organi­
zations have been created to date within the project area, the majority of 
which are rural c01lll1unity (comunidad) organizations. The general standard 
of living in the area is extremely low. 

Table II.19 shows land tenure and estimated income in the project 
area. Though the data are less than complete, they suggest families hold­
ing up to 10 Ha. (possibly 20 Ra.) of productive laud have average per 
capita incomes of under $200. Therefore, the number of target families in­
cludes all those holding 10 Ha. or less (7,251) and most of those holding 
up to 20 Ra.. for a total of 8,100 families. The many landless plantation 
workers and the poor in the several towns may also benefit from some of the 
project activities. 



Farm 
Size 

0-1 
1-2 
2-5 
5-10 

10-20 
20-50 
50-1,000 
+ 1,000 
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Table II.19 

IncOile IIld Land Tenure in the Jipijapa Proj ect Area 

Distribution of Crop and Pastu!'!.':: Land 
No. of Area in 
Families % Production % 

1,540 17.4 914 1.8 
1,580 17.9 2,048 3.9 
2,669 30.2 7,452 14.3 
1,462 16.6 8,241 15.8-

855 9. 7 8,601 16.5 
481 5.4 8,316 16.0 
234 2.7 13,959 26.8 

5 0.1 2,509 4.9 

-g,826 52,040 

Income in 
Proj ect Area 

Net pEr Per Capita 
Ra. Income 

$ 139 $ 134* 

* Excludes off-farm income 

Little is known concerning employment levels and structure, 
income levels, social beliefs and infrastructure, and other important data 
about the project region. This points out the need for survey-based in­
fo~tion to support the planning of the IRD project. 

AID will provide approximately $240,000 under the Project for 
the planning effort. The planning will be coordinated by the RDS, but 
CRM will play a major role- in the conduct of the surveys and in the 
participatory planning process. The AID funds will be used .. indicated 
in Table II.20. 
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T.ble II.20 

Breakdown of AID TA Fund. for Planninl Jipij.p. IID Project 

Participatory need ...... ment; T.rget group 
econoaic and .oci.l profile; Inventory of 
project area resources 

Economic and social constr.ints analysis; 
Identific.tion of project interventions 

Deaign and feasibility analysis of selected 
project interventions 

Prep.retion of final funding submis.ion 
do cuaen t 

Small scale activities to encourage 
community participation in the planning 
process (e.g., cODlDUnity centers, SDA­
type activities to test interventions) 

. In. PROJECT ANALYSES 

$ 50,000 

25,000 

60,000 

25,000 

80,000 

$ 240,000 

Annu l-A include. additional pzoject analys .. as follon: 

(A) Econcmic Analysis SWIIIDU'Y' (B) Technical Analysia su..uy, (C) 

Social Soundness Analysis, (D) I-- ~itutional and Adminiatrative 

FeasibiU ty and (E) Financial Analysis and Plan. 
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A. KouitQrins 

'nle main monitoring instrument, on the part of both AID and tne 
IDS, will be a series of reports, based on the two types of written agree­
_nta within the IID projects. Tbese reports will be complemented by site 
vilita, frequent contacts witb the TA advisors, and other less formal means 
of determining how the Project and its components are going. 

A8 discussed earlier, each COIlllluni.ty will have an agreement with 
the project office, detailing the responsibilities of each. The agreement 
will include or will further be elaborated into a workplan for each commu­
nity, with detailed plans and targets. During every visit of a technician 
or contact agent to a community, he/she will be required to fill out a 
report, not only detailing what he/she accomplished by the visit but also 
how the COlllDlmity is proceeding toward the objectives of its workplan. A 
community representative will be encouraged to countersign the report, 
putting his/her own comments in as well. Furthermore, the contact agent 
and at least one representative from the project office will meet formally 
with the assembled community every three months to together assess progress 
toward the workplan's targets. A report will be filed on the meetings. 

Each technician end contact agent will be required also 
out a monthly control form, detailing how he/she spent each day. 
tion to columns detailing ~ocation and tasks, the form will have 
for narrative comments • 

to fill 
In addi­

spaces 

. The project office will compile the above repcrts and cross-check 
them against each other. The project office will then issue a quarterly 
report to the RDS. The reports will be expected to be specific and frank. 
All relevant indicators will be compared with targets (e.g., meters of a 
specific canal built, hectares of a certain crop planted, persons trained 
using a certain technique. In addition, the reports will indicate problems 
and delays, proposed actions to remedy the problems and delays, and any 
changes from the plan expected during the next quarter. 'nle reports should 
give the RDS a good picture of field activities, to be corroborated by the 
close contacts its IRD Project Implementation Unit is expected to have with 
the field. 

USAID will receive copies of the project office reports. In ad­
dition, th~ RDS will be required to pr~pare a similar quarterly ~eport for 
AID, detailing its actions (e.g., progress in planning ran projects, on­
going projects assisted) and also the delays and problema it is incurring. 
'nle RDS reports will also have a detailed summary of the financial status 
of the Project. USAID will also require quarterly reports from each con­
tractor paid from AID funds. From all these sources, plus field visits, 
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Woral. contacts, and auditl, USUD should be able to adequately .onitor 
all .. pects of the Project. Alao, joiDf progre .. s revi.s with the RDS 
will be held twice annually, o~ce in time to impact upon the next year's 
GOE budget allocations. 

B. Evaluation 

Periodic evaluations will be an important tool for both AID and 
the RDS in meaauring Project progress and in determining whitt l'Iodifications 
might oe made in the Proj ect' s components •. The evaluations wilJ at:tempt 
to measure progress toward the main objective of the Projact: the esta­
blishment of a workable IRD institutional mechanism~top to bottom, through 
the undertaking of replicable IRD projects which impact on the heal.th and 
well-being of small farmers. 

To evaluate the impact of the IRD projects, data from the monitoring 
instruments discussed above will b ... compiled and studied. For eZ8llple, each 
of the two IRD projects during ita planning slage was judged to be econo­
mically sound through a ben~fit/cost analysis baaed on certain projections and 
.. sumptioDB about such factors as acceptance of new technologies by farmers 
and number of hectares to be planted in certain crops. These projections 
and assumptions will be teated, and reasons for their success and failure 
will be analyzed. 

This will give a macro view of whether an lRD proj-..:t is achieving 
its macro objectives and ;.s truly a p"sitive investment from the GOE stand­
point. However, it is also important to measure the effect of the pro­
jects on individual farmers, to see if income and wQ1l-being objectives are 
truly being met. To that end, three measurement instruMnts will be used. 
One is measurement of income from a single crop, another is measuremer.t of 
income or value added from produ~!~on of a single type "f livestock, and 
the third is measur .. nt of weight-far-age for children. Thue will be 
measured in a way that will be useful not only for IRD project personnel 
but also for the participants themselves. 

For each lRD project area, a sample of farms will be selected, with 
an attempt made to be as representative as possible (i.e., not just farms 
adopting new technologies). The farmers will be asked to participate in 
filling out a simple form to measure the activities and inputs for each 
crop produced. The form has been designed so that even illiterate farmers 
can make the proper notations. From the information noted on the form, 
calculations can be made on production costs, yields, and net income. A 
similar form will be used for each animal type on the farm, allowing calcula­
tions to be made on vegetative growth of the stoc~, costa of production, 
total income aDd value, and net income. 

The contact agents will train farmers to use the forma and will 
make the quarterly calculations from the farmers' notations. Also, parti­
cularly in order to assure that some farms in adjoining area are used .. 

* Indicators of EOP institutional wccess will be. (i) operation of a veU­
staffed unit, (11) ui8tence of an IRD fund receiving budget eUocatJ.ons frca 
the GCZ, (iii)prcwen track rscord to tie together natioD&l, r-.JioD&l. aDd 
local arqaniation. for IRD projects, (iv) ai.t8nce of effective participation 
frc. local ~a •• -rooe. orqanizationa. 
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controb, SOM school teachers will be trained to carry out the .... role. 
(The t .. cher. will be paid a small fee out of Project fun~ for each 
propat:ly filled out fom, each quarter.) The contact a8ents and teachers 
will explain to the farmers \.;he uwaar.,ing of the calculations, so that the 
faraan will have an unde.rstanding ot their progress in a financial senae. 

The third measurement is to be weight-for-age of preschool children, 
the most vulnerable gro,tp to nutritional inadequacies. The measurement will 
be nu&de utilizing a simple spring pocket scale and will be noted on a simple 
graph. Each child will be measured monthly in the presence of its mother, 
and one copy of the graph will remain with the mother to enable her to fol­
low the child's progress. The measurements will be carried out by the 
local health auxiliary, by the contact agent, or by a local teacher. 

The above information will be summarized each quarter by the IRD 
project office as an on-going evaluation tool. In addition, the informa­
tion will be used in measuring subproject progress for the annual evaluations 
When compared with the other more "macro" indicators described above, a 
fairly complete picture of an IRD project's progress will emerge, which will 
permit analysis of what is and is not working well at the IRD project level. 

As for evaluation of the Project's overall planning and coordina­
tion mechanism, the procedure will have to be somewhat more subjetive. 
While there will be indicators such as number of projects planned and amount 
of assistance given to IRD projects, the true measure of the RDS's success 
will be its ability to achieve interinstitutional coordination. Therefore 
the evaluation methodology will involve not only looking at all indicators 
but also observing RDS operations and having frank discussions with its 
personnel. 

Part of the TA to the RDS is to establish an effective evaluation 
capability. As a condition precedent to first disbursement of funds for 
other than TA, the RDS will be asked to submit an evaluation plan for the 
Project. The plan, however, will be expected to be preliminary, with modi­
fications to be made based on the interaction of the TA advisor with the 
RDS's Planning and Evaluation Unit. 

C. Implementation Timetable and Project Implementation Plan 

The projected schedule ~f key implementation dates for the Project 
is provided below. 

- Loan Authorization 
- Loan Agreement Signature 
- Initial Conditions Precedent to 

Disbursement Fulfilled 
- First Year Operating Plan Approved 
- Resident Advisors (3) for RDS, 

and IRD Projects Contracted 

July 2.5. 1980 
September 5, 1980 

October 31, 1980 
January 15, 1981 

January 31, 1981 



- AareeMllta with 1lU', INDBI, 
and DIUP Sillled 

- Pinal Plana for Irrilation 
Activiti .. approved 

- Initial Loan Dbbunaent to 
lID Fund 

- 80 .. 

- Firat Year Evaluation and Progr ... 
Revi_ 

- Second Year Operating PLan 
Approved 

- Se~ond Year Evaluation and Progress 
Revi_ 

February 1.5, 1981 

Karch 1.5, 1981 

Karch 31, 1981 

October 31, 1981 

January 15, 1982 

October 31, 1982 

Thereafter, each January 15 the yearly operating plan will be 
expected to be approved, and each October 31 the annual evaluation and 
progreaa Teviev will !:Ie completed. 

All other details of the Project were described in earlier sectious 
of this PP. Contracting detaUs were discussed at length in Section III.D. 
Financial details were covered in III.E. Institutional relationships were 
discussed in II.A. 

The project's implementation plan is presented in Table IV.I. 
Tbe time period for each activity is shown. 

D. Conditions and Covenants 

In addition to standard conditions and covenant., the following 
are the conditions precedent ~ch USAID believes are .. sential to the 
proper initiation of the Project and its activities. They will be incor­
porated in the Project Agreement. 

1. As a condition precedent to first disbursement of Project 
funds, that the ROS be formally established, with. an Eucutive Secretary 
named and on board. 

2. As a condition precedent to first disbursemant of Project 
funds other than for technical ullistance, studies, and related it .. to 
be provided the ROS and/or regional orgsnUations, th"'t (a) the operating 
procedures for the ROS be established, including appropriate regulations 
and operating manuals, (b) the IRD Fund be estahlished, including accounting 
and operating procedures, and (c) the ROS have a plan for evaluating the 
IRD program as a whole. 

3. As a condition precedent to first diabuneMDt of f~ which 
will be used to implement any of the Olctiviti .. in eit.her the Salcedo lID 
project or the Quimiag-Penipe IBD project, except for te:hnical. .. aiatance 
and studies, that for such project the ROS submit to AID an 1lIPl~tation 
plan. The imple.ntation plan 1IIU8t include signed aare~ta with llJIAP, 
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Table IV.l 

Project I!pl ... ntation Plan 

Year 1 Y .. r 2 

TA ti IDS 
Adaiu. and IllD Kagrm t. x: 
Info. and Data SystelllB x: 
Planning and Evaluation ~ 

Financial Admin. X-

Salcedo IRD Project 
Irrigation Constr. & Imprv. ~ 

On-Farm Irrigation Works X 
Road Improveaent x: 
Community Center Constr. -~ 
Agricultural Credit ~ 

Marketing X x: 
Land Titling x: 
TA to Farmers -
TA to Project x: 

Qu!miag-Penipe IRD Project 
Irrigation Constr. Xi 
On-Farm Irriga~ion Works X-
Road Improvement x: 
Community Center Constr. X 
Agricultural Credit ~ 

Marketing X- --A-

Land Titling ~ 

TA to Farmers -"" 
TA to Project x: 

Regional TA and IRD Planning 
TA to CBM x: X 
TA to Region 4 X 
Jipijapa Project Developm. Xi 
Other IRD Studies. X 

--------. intensive activity 

• occasional activity 

I 

1:-

Year 3 Y .. r 4 Yur 5 

-
-

- X 
I 

-
:x 

:x 

--

X 

I 

:x 

:x 

X 
X :x 

-X -
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I1I!D1, I!IAC, IN1, MAG, and all other particip.tinl iutitutiona. each 
.uch aare--t tc include detaUed technical plan8 of all activiti .. to 
b. UDciertaken. In particular, the aare&Mnt with IN!IHI _t iuclude 
detailed plau for all irription wor.u to be carried out, includinl ciU­
tribution caDal. and id.ntifi~ation of all parc.la to benefit. The 18-
pl-..ntation plan .u.t allo include M ca.plete fir.t year operatinl plan. 
includinl activities propo.ed, objectiv .. , and budlet. The iapl ... nta­
tion plan au.t also detail the evaluation plan for the proje~t. includinl 
b .. eline data or detailed ·1:'ang.-nta on how b .. eline data will be col­
lected. 

4. A8 a condition precedent to first disbur .... nt of Pruject 
funds for planning the Jipijapa IRD project or for planning any other 
IRD project. that an agreement between the RDS and the respective re­
lional cooperating organization be pre.ented to AID. such agrea.en.t to 
include a detailed description of the propo.ed .tudy. 

5. A covenant will be included stip'l.llating that INERHI, consistent 
with GOE legislati.Oft, will establish and enforce water rate ch:lrges in the 
IRD project areas adequate to recover the costs of irrig~tion facilities 
and to operate and maintain the system. 

E. Source and Origin Waiver Request for Technical Assistance Services 

It is expected that up to $1.0 million in AID grant funded technical 
assistance advisors w:Ul come from Latin American countries other than 
Ecuador. Field level techriical assistance advisors for the Salcedo and 
Quimiag Penipe projects will be Latin Americans from the Institute for 
Inter-American Agricultural Sciences (IICA) for a total of at lea.t 
$500.000. It is also expected that up to $500.000 of technical a.sistance 
for the GOEs Rural Development Secretariat (RDS) will also be Latin 
Americans possibly provided through IlCA or FAD. USAID therefore requests 
a source/origin waiver so that up to $1.0 million in grant funded 
technical asaistance services may be procured from either the United 
States. the Cooperating Country (Ecuador) or from other Latin American 
countries. The reasons for this request are as follows: 

First, the Institute for Inter-American Agricultural Science. (IleA), 
an agricultural technical as.istance agency of the CAS, haa played a 
major role in assisting the GOE and USAID plan the project propo.Ed in 
this Project Paper. IlCA is staffed by a large number of bighly 
qualified Latin American agricultural technicians! In order to maintain 
project continuity. USAID believes that it is important to continue lICA 
involvement in project implementation at. the RDS and field levels. A 
number of highly qualified rlrJl technician. are already in Ecuador, and 
1£ selected. they could be contracted w1t~ no disruptions in project 
impleaentation. Their unique knowledge of the. project and its 
objective. are vital for ensuring its succes.. The expense for 
contracting these technicians will also be le.. than br1n&ing new 
technicians into the country. 
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- SacODd. U DOW anticipatacl. USAID/lc:uador v1ll hav. a relatively 
.. 11 tJSDB .taff. In order to do ..or. with DO _jor· incr .... in 
USIIl. USAID'. .trat..,. 18 to draw on technical .. sutance eerv1c .. 
already 111 country frca IICA, FAO and ot.her al&DCies. However, in 
order to continua t~ proce •• into project implementation will 
require contractina throulh the.e alene1es Latin American Technical 
peraounel. 

- ADd third, the field level iJaplflaentation of the Salcedo and 
Quiaiaa-Pen1pe projects will involve very sensitive issues at the 
local level in such activities as ca.pesino tra1n1n8, community 
orlanization and land tenure probl.... In many cases, technicians 
fra. other Latin Aaerican countries with similar condition. and 
CKPeriances can better facilitate these sensitive activitie. rather 
than U.S. advisors. 

F. Procurement Plan 

The Rural Development secretariat and where relevant individual COE 
participating agencies under RDS supervision will be the action 
agents for all procurem~nt under the Project. The goods and services 
needed, source region, contract mode and disbursement p~ocedure8 are 
outlined in the table that follows. The mission will work with the 
RDS and participating agencies to fam1larize them with AID procurement 
regulations. At the Bame time, the mission will be backstopped by 
the Regional Contract officer in Panama, AID/W procurement specialists 
and the Regional Legal Officer in Peru. The mission will work with the 
RDS to make sure that procurement i8 accomplished in a timely lI&DDer. 
The following table ideD • ...!ies more details of the procureaent actions. 



Description of Goods , Estimated Cost 
Services 

1. Vehicle. , Equip.ent 507 

2. Constructicn Services for 
Irriga:ion Activities 3,550 

3. Construction Services for 
Input and aarketing centers 
and Nurseries 257 

4. Iquipaent for inputl 
.. r1teting Centera and 
Bur.eries 371 

S. aoad I.proveaent Equipaent 466 

6. T.A. to lID Projects S60 

7. T.A. to aDS 1,188 

I. Studies and Evaluations SS5 

9. Conatruction Service. for 
ea.aunitJ Participation 
Service. 3SI 
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MARY OF PROCUREMENT 11 
PLAN 

AID FINANC!NG 

Orilin Source Contract 
Work 

000 IFB 

!i.C Force 
Account/Bid 

HC Force 
Account/Bid 

000 
941 IFB 
HC 

000 In 

000 
941 
BC 
100 
941 
HC 

000 U'P 
941 
HC 

BC Force 
Accountl 
Bid 

% Loan Loan/Grant Di ... r ..... t 
Financed Procedure 

921 GOI Financed l.tt.r of 
Cradit 

100% GOI a.iabur ..... t 

100% GOI a.iabur ..... t 

100% GOI Financed l.tt.r of 
Credit 

100% GOI FiB!!lnced letter of 
Credit 

AID Financed l.tter of 
Credit 

LID Financed l.tt.r of 
Credit 

AID Financed letter of 
Credit 

GOI a.1IIbur~t 



10. Loeal Currency 
(Credit) 

11. Continlenciea and 
Inflation 

TOTAL 

1.882 

2.U3 

11.800 

11 See Annex D for detailed list. of equipaent/~ehicle8. and Impleaentation plan for tiatn. of procur..-nt acttaa.. 
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PIOJBCT SALYSES 

A. Econoaic Analysis' Su.a&ry 

.1. Economic Impact of the Project at the Farm Level 

The Project includes two major direct IRD subprojects, Salce­
clo aDd QuilliaIt'"Penipe. The combined interventions in the two subprojects 
are estimated to result in the income illpacts indicated in Table 11.1. 

Fam Size 

SALCEDO 
-0 - 1 Ba. 
1 - 5 Ba. 
5 -10 Ba. 

All Farms 

QUIMIAG-PENIPE 
0.1-2 Ba. 
2 - 5 Sa. 
5 -10 Sa. 

All Farms 

TABLE .~II. 1. 

Projected Economic ~acts for QuiDialt'"Penipe 
~n~ Salcedo liD Projects 

No. of Eat.Average Est. Average 
Familie. Net 1/ Income Net l/Inco-

Before After 
(US$/Cap. ) (US$/Cap. ) 

2,768 $ 96 $ 2342 
2,162 119 352 

409 152 638 

5,339 108 310 

1,453 $ 45 2573 
605 120 686 
171 185 976 

2,229 76 428 

Incremental 
i~ac·.tor 

2,5 
2.9 
4.2 

2.8 

5.7 
5.7 
5.3 

5.6 

--
1/ Net income is equal to value of farm pl:oduction minus cUh inputs &1K\ 

costa, and minus the value of family labor priced at the urket wl\ge. 

2/ After 10 years with project 

3/ After 20 years with project 

Table UI.1. indicates that the potential inca. benefit is laraa fro. 
both projects, though the ugnitudu are not Iluctly cOliparabla. Salcedo benll­
fits are estimated at the end of ~ 15: years, the Quimiq-Peni.pe benefits at the 
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ad of 20 yeara. In total, 7,568 fara failiea and about mothar BOO 
laDdl ... f.-1li .. will b~afit from tha projects. 

2. Coats per Beneficiary 

a. Selection of AID Pinanced Subprojects 

Part of the strategy for IRD is to engage in multi-sectorial 
interventions to incr ... e the cOlibined impact on the rural household. 
Often this 8trategy can result in high costs per beneficiary due to the 
proliferation of interventions focused on a s1l&1l population. If IBn 
projects are to be useful and replicable .,dels, they 1IlU8t be low cost. 
One of the USAID'. objectives in the Ecuador nm prograll is to engage in 
low cost progr .. which have the potential of wide replication. Within 
the portfolio of Ecuador's IBn projects USAID has attempted to select 
with this low cost Jll)del. in mind. This is not to say that the other projects 
are of baser value. But several are colonization projects in which the 
invese.nt in land clearing, roads, and basic infrastructure will be high 
per initial beneficiary. Others are projects in are .. in Ecuador where 
water is the principal limiting factor and where local small scale irriga­
tion projects cannot hope to obtain sufficient water for irrigation. In 
theae arid areas large scale and expensive irrigation infrastructbre may 
be the only long run answer. 

b. Comparison of AID financed to Other GOE IBn Projects 

USAID's preference of low cost per beneficiary projects 
therefore limits selection to those areas where the population is already 
in place (so that large land clearing and road investJlel',ts are not neces­
sary) and "mere sufficiat rainfall exists and/or rudimentary irrigation 
or major canals are already at last partly in place ao that relatively 
low coat irrigation expansicms and improwments are poa.ible. To c01llpare 
the two IRD proj ects sel.ected for AID financing with the balance of the 
Ecuadorean IBn portfolio in investment costs per beneficiary is therefore 
mainly an illustration of this choice of AID role in IRD in Ecuador. None­
theless, a review of the cost per beneficiary in the various projects helps 
to put the two selected projects in their proper context .. part of the 
larger GOE IRD policy. 

The National Plan outlines 17 IBn projects. Eleven of thue are at 
some stage of implementation or final feasibility analysis, enabling the 
GOE to estimate costs with at least some level of preC1S10n. Of theae 11, 
no costs can be properly estimated for one (Tanicuch!) because it is being 
financed not by the Government but by private sourc .. , and conaiderable 
changes are being made. Another of the 11 (Valdivia) i8 alao not included 
in the analysis below because it is so small a. to be an ezception to the 
general project pattern ($352,000). 
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It is difficult to ca.pare coats per benefic~y for the remaining 
DiDa projects because of the differenca inherent in the: .ay AID defina 
the tar.et IroUP and the unavailability of detailed data on SOIl8 of the 
projects. After considerable effort to obtain compar~le figures on 
"total costs" and on "tarlet ,roup beneficiaries", it appeared better 
to use the CONADE figures, which are at lust consistent for all projects. 
Before discU8Sing the next table, however, a few· points must be made 
about the CONAnE m..thodology. The term "investment costs" means those 
expenditures for project acti~'iti .. af an "invest1leDt" type, which exclude 
the operating costs of 1Iinistti .. and other institutions involved. These 
figures are not, therefore, co..,arable to the "total cost" figures used 
in this PP to describe the costs (including all counterpart and technical 
assistance) for the OWo subproj~cts to be financed by the Project. It is 
also ttue that CONAnE' s ea timata:. are preli'; nary. The IBRD' s Tungurahua 
Project, for example, has a final ~.tiaated total cost of $30,000,00, as 
compared to $17,168,000 utiaated ~ the National Plan. Part of this dif­
ference, however, could be one of def:c~ition, u the $30 uiillion l.s "total 
cost" from the IBRD loan doc_ent, wber.~ CONADE utilizes only "investment 
cost" • In the case of Salcedo (utimated by CONAnE 88 a $1.7 million invest­
ment), the final project plan has about $2.5 million of what may be consi­
dered "investment". The figures presented in Tabla II1.2. are therefore 
most useful as comparisons between projects at one point in the planning 
process, done with the same methodology and baaed on common aasuptiona. 

TABLE III.2 

Comparison of the Costs per Beneficiary for 
Ecuadorean IRD Projects 

Project Area & Zonal Type Project Est.lnvest- Invest- Investment 
Area tEnt Total JUnt perl Cost Index 

Population CUSS 000) Capita Ave.- 100 

Z8JIOra (Oriente) 18,000 $20,036 $1,113 270 
Puerto Ila-Chone (Coast) 20,000 13,424 671 162 
Quinind€ (Coastal Colonization) 20,000 10,036 502 121 
Santa lasbel (Sierra-Coast Transi-

tion) 21,000 10,128 482 116 

Morona Santiago (Oriente) 27,000 9,904 367 89 
tungurahua (Sierra) 63,000 17,168 272 66 
Caiiar (Sierra) 23,000 3,844 167 40 
Quimiag-Penipe ·(Sierra) 13,000 1,007 78 19 
Salcedo (Sierra) 24,000 1,680 70 17 

$414 100 

SOtJI.CI: National Plan, table 2, CONADE. 
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It .hould be no .urpn..e that lIO.t of the low C68t projectl 

are in the Sierra, when population den.iti. are hip, ad where land 
11 cleared and road infrutructure iI alr .. dy in place. AID' •• election 
of the Salcedo and QuiKiag-Penipe projectl 18 an atteapt to .upport a low 
"invut-.nt" COlt 1IOdel of IBD. However, while the invest.eDt co.t iI 
low in the.e proj.cts, it lhould be reme1llb.red that the broader range 
of technical and social services in the AID-financed IRD projectl relults 
in total costs which are not accurately reflected in Table 111.2. 

c. Total Costs per AID Ben.ficiary 

Three ways are used to estimate cost per beneficiary for 
the two AID--financed liD project8. The first is to count only the co.ts 
included in AID's IllD "Project". The 8econd includes the costs in all 
the AID'. IRD FY 1980-82 "Program" (including the centrally funded support 
for Rural Training, the proposed FY 1981 Health, Potable Water, and Nutri­
tion Project, the proposed FY 1981 Porestry and Natural Resources CODler-­
vation Proj.ct, and the proposed FY 1982 Rural Employment Project). The 
third method includes all GOE counterpart under the entire AID-financed 
IRD Program. Table III. 3. contains these three estimates, which USAID 
considers favorable compared to other IRD projects in Ecuador. 

TABLE III. 3 

Total Costs per Target Group Beneficiary in AID's lRD Project8 

Including only Including all Including all 
Project AID IRD Project AID IRD Program Counterpart 

Costs Costs Costs 

(05$ of Cost per Beneficiary) 

Salcedo $137 $197 $ 380 
Quimiag-Penipe 342 451 1,0.53 

3. Benefit/Cost Analysis SUIIIIUlry 

The two lRD subprojects were analyzed using a traditional benefit 
COlt framework; Table III.4. outline. the ratios' obtained in this analy­
sis. A fuller description of both of these cOllputationl is contained in 
the EcoUOlllic Analysis I.ctions of the two project deSCriptiOll8. COliplete 
statistical outlines of the projection. used are available in USAID fi1 ... 
Both of the projects have B/C ratiol of more than one, ewn with the 
inclusion of technical assistance COlt., and both ._. acceptably nailient 
with reference to either increu.d costs or d.cr .... d ben.fitl. 
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'UII.!' III.4. 

Baafit Coat Eatiaat .. for Quiai .... P.nip. and Salc.do 
IBD Proj.cts 

Ben.fit/Cost Ratio Internal Rata of 
Return 

QuiJliq-Penip.: 
Badc Computations 
Sensitivity Analysis: 

Increase Costs 20% 
Decre .. e Benefits 20% 

Salcedo: 
Basic Computation 
Sensitivity Analysis: 

Increase Costs 20% 
Decrease Benefits 20% 

4. Other Economic Feasibility Factors 

1.40 

1.17 
1.12 

1.75 

1.46 
1.40 

19.5% 

16.3% 
15.6% 

23.1% 

19.2% 
18.5% 

Economic feasibility for the IRD projects is estimat.ed in the 
benefit cost analysis, yet there are important questions of econ01li.c 
feaaibility not addressed which are d.alt with in this section. The first 
deals with financial feasibility at the farm level. It ia possible that 
a project may be feasible when subjected to economic benefit/cost analy­
sis, and yet the private financial rat .. of return to the far1Mr _y be 
so low that the farmer may not be willing to make the changes t.plied in 
the project plan. The second is market daand for the products resulting 
from the projects. 

a. Financial Feasibility at the Farm Leval 

For farmers who wish to engage iu IRD project activiti .. , 
there must be an attractive rate of retum to them after interut is paid 
back to the development bank and costs for inputs and oth.r facton de­
ducted. Tabla 111.5. outlines the percent return to the fa~r fro. 
making the expenditures and taking the riska implied by the iIIp~ved techno­
logy and changed crop and liveatock patterna anticipated und.r tb. proj.cta. 
P'r01l Table III.s. it is apparent that farmers would bl! .aminl an attracti­
w financial return on their added expenditures. Whi!t the rat .. of 
retum appear high, it should be ~.red tlwt III1lY of th ... inwatMllts 
and expenditures are perceived by the awr .. e Sierra fu.er .. hiah risk.; 
it _y take expectftd returns .. hiah .. thoa.ahown to induce th •• to 
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cha... Tha .acurity of lOlla-tara cradit, ho...ftr, will be an bportaut 
factor in inciuc:inl f.r.an to fonlo currant inco. in f.'90r of long-tara 
in.,..c.nt. like fruit treu. 

TABLE III.S. 

rara Leval Return to Far.ar 

Salcecio 

Farm Size 

° - 5 Sa. 
Central Zone 

f. Irril. wlo Fruit 31% 
2. Img. with Fruit . 73% 
3. wlo Irrigation X 

Eastem Zone 
4. Over 3,000 Meters 54% 
5. Under 3,000 Meters 42% 

Westem Zone 
6. With Irrigation 49% 
7. Without Irrigation 38% 
8. W. Irrigation over 3,000 m. 35% 
9. wlO Irrig. under 3~000 mts. 29% 

SOURCE: Salcedo Project, Pages 177-179. 

Fam Level Retum to Farller 

Quimiag - Penipe 

Crop Mix 

Quimiag 
Crop Type 2 
Crop Type 3 

Penipe 
Crop Type 1 
Crop Type 2 
Crop Type 3 

° - 1 Ha. 

66% 
58% 

62% 
7U 
68% 

Farm Size 

2 - 5 Ha. 

67% 
66% 

77% 
80% 

S - 10 Sa. 

X 
57% 
19% 

31% 
73% 

37% 
35% 
44% 
39% 

5 - 10 Ha. 

79% 
68% 

73% 
77% 

SOURCE: COllts of Production and Nat Ineo. froa Tabla 18, Projacto de Due­
rrollo Integral QuiJai .... Panipa. Opportunity Coat of Capital ...... ci 
at 20%. 
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b. Mark.t Deaand for Production Creat.d by the Proj.cts 

Estimating "he demand for agricultural products is difficult at 
but. Often aark.t an,~lys .. of geographic are .. which represent l •• s 
than a few p.rcent of the total production of a product are b .. ed on the 
... u.ption that the particular product faces unlimited demand. This 
•• ction attempts to extend beyond this assumption and examine market 
da.and issues for the specific products for which there is expected to 
be expanded production under the two IRD ~:" projects. 

In the aggregate, food demand is a function of income growth, 
population growth, and the propensity to spend iccreased income on food. 
Income· in Ecuador grew during the decade of the 1970' s at appronmately 8% 
per capita per year. Population is growing at about 3.4% per year. Simply 
from income and population growth it would appear that demand for food 
products in Ecuador is growing aunually at least 10%. This would imply 
that by the time the two IRD proj ects reach mos t of their production targets, 
the aggregated demand for food products in Ecuador will have approximately 
doubled. To this general pattern should be add~d the fact that the projects 
represent a very small proportion of the total production in any of the 
products (even apples) for the country as a whole. 

As for cereals, the projects will result in a substantial increase 
in production due mostly to increased -yields. Most of this increase will be 
conaumed by the farm families themselves. For example, in Salcedo it is 
estimated that only 10% of the total cereals produced will be available for 
sale outside the project area. The small increment that does leave the 
project area is not likely to have difficulty finding a market since Ecua­
dor is a sustantial importer of food grains; in 1978 253,000 metric tons 
were imported. 

As for deciduous fruits (apples, pears, and peaches), Ecuador 
imports large quantities, principally from Chile. Most of these are apples. 
There is also substantial domestic production, which has grown at an annual 
rate of apFroximately 6.6% during the last decade. The two projects together 
would increase the total Ecuadorean production area during a 20 year period 
'by about 8%, using the current production area as a base. If the last 15 
years' growth rate continued for the next 20 years, these two projects 
would account for less th8!l. 2-3% of the total increase. Wholesale prices 
for Ecuadorean apples in Qui to have risen at an annual rate of 32% in the 
last three years, and it would appear that even a 6.6% area incresae in 
production would not glut the markets. Another price of evidence of the 
carrying capacity of the deciduous frui~ market is the fact that imports 
have not dropped as domestic production has risen. In part this could be 
explained by quality differences between the Chilean fruit and do.aatic 
production, but there appears to be room in the market both for expanded 
domestic production and stable imports. To add to the above factora, the 
inco. elasticity for fresh fruit products is usually positive and above 1; 
this means that when per capita inca.es in cr .... , .. they are. doing in 



- 8 .-

Ecuador, the deund for fruit .ou up t .. t.r then the population incr .... 
pl.. the incoM incre .. e. 

Aa for v ••• tabl. crop., the .. rket .hould be divided into two 
,roup., tub.a and others. Tubea (particularly potato •• ) are traditional­
ly fac.d with delicate .. rkets, .ubj ect to wide price fluctuationa depend­
in. on .upply and demand 8 ituationa which vary widely from year to yur. 
Becauae of their importance to the projects, potato .. rkets will be discus­
s.d separately below. The .. rket ricture for the other vegetable crops is 
considerably less risky than potatoes. A revicw of price trends in major 
Ecuadorean markets over the put several ye(,rs indicates steady price 
!ncr ... es for most vegetables. Area in veg!table crops for the pr~jects 
together will grow slowly over the first fi'7e years, reaching a total 
urket share in national production of less than 5%. Th.e only supply and 
demand study available indicates that therfl is an annual deficit of over 
150,000 metric tona in vegetable crops. This deficit is calculated, how­
ever, on the basis of nutritional neecia, and not on demand ezpruaed at 
the market place. Fresh vegetable. (excluding tubers) usually have posi­
tive income elasticities, but on average would not exceed 1.0. This would 
imply that the annual growth in demand is probably between 6-8%. Project 
increases are not likely to affect prices in any observable way. 

Potato markets are almost impossible to predict with any confiden­
ce in South American countries. OL the one hand there are many examples 
where increased production has virtually destroyed prices, yet on the other. 
potatoes continue to be a high income product vith net income yields per 
hectare so far above cereals that large numbers of farmers are continually 
entering the markets and then leaving them. in a pattem which ukes analy­
sis difficult. What can be said about potatoes is that they are unstable; 
but that is not the same as saying that they are unattractive. Part of 
the instability comes from the fact that the inco_ elasticity is low if 
not negative, potatoes being the poor 1I&Jl'S food. This iJlpli_ that they 
do not have the same streng push that comes from increues in pllr capita 
income, which is the case with fruits, other vegetables, and livestock 
products. That they are consumed by the poor impli .. that the project 
areas themselves will consume significant quantities of their own increased 
production. For example, in Salcedo it is estimated that approxi .. tely half 
of the increased produ~tion will be c~sumed directly inside the project 
area. Though project families will be experiencing increased incomes. even 
with a low average income elasticity large additional quantities are uaual­
ly demanded at low family income levels. 

Potato markets have the advantage that they are large; five to 
eight times as much area is harvested in potatoes in Ecuador .. in all 
other vegetablas combined. In the project areas potatoes are ezpected 
to increase more rapidly than other vegetable crops because the t.chnology 
for potatoes is more widely known by the target group than any other, and 
the target group perceives the market risks as lower in potato •• thaD in 
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the other IIOre specialized ,",etable crops. This perception 18 larlely 
d .. to the size of the potato .. net itaelf. To suuut that the ta1fpt 
croup not ~nter potatoes because the markets are unstable is to deny 
th_ of the oue inteDlliw crop which they can enter quickly with the tech­
nolo81 they have, and it 18 tc deny th_ of a significant chance to increase 
thu.zc:o.aa -rapidly. In sw.ury, the potato market is risky. Yet, the 
aull farmer, who is usually averse to risk and is aware of the dangers 
in potatoea, is s till likely to be ready to accept the risk if he can get 
credit and water. The IRD projects should prcbably proceed in encouraging 
incre .. ed production, which 'will be only a tiny proportion of national 
production. 

Finally, as to livestock and milk products, there should be no 
market problems. High income elasticities and rapidly growing demand 
characterize these markets. Alao, the production coming from the project 
areas will be only A tiny proportion of national production. In summary, 
except for potatoes, there are not likely to be important demand factors 
which would questbn the feasibility of production targets outlined in 
the IRD projects. 

5. Credit Analysis 

Credit for procluction and investment purposes is an important 
component of the IRD project efforts in Salcedo and Quimiag- Penipe. Almost 
$1.9 million dollars in AID funding will be provided to small farmers 
through the BNF in the form of credit to increase agricultural production 
and net income. Principal types and uses of the credit will be (a) short­
term production credit to promote increased yields through the application 
of improved crop and livestock technologies, (b) both short-term and 
medium term credits to allow farmers to alter the mix of crops cultivated on 
the farm by substituting higher value per land lDlit crops for lover value 
subsistance crops, and (c) mediu.-term investment credits for on-farm irriga­
tion improvements so that the sm.:1l.l farmer will be able to use his scarce 
water resources efficiently and effectively. 

Credi t availability, however, is not sufficient to fulfill the 
objectives of the IRD projects. Agricultural technology IilU8t be av.:ailable 
and must be proven to ~e technically and economically viable within the 
small farmer eco-system. Sources of input supply and markets for output 
absorption must be reliable and efficient. And as far as credit itself 
is concerned, institutions must be willing to lend to the saall far.er on 
attractive terms. And, perhaps IDOst importantly, the small. farmer IlU8t 
be willing to borrow, il~·.res t, and repay the credit. 

This discussion of feasibility of the credit component of the 
nm Program will consider first the presence or abaence of th .. e conditions, 
and second the reasonableness of the methodology employed to arrive at 
aggregate demand for credit in both IRD Projects. 
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Proa the viewpoint of deaand for credit by individual s..u 
far.ara, the far.ar's willingne .. to borrow will depend on a host of socia­
eCOlloaic and cultural u well u strictly economic factora. Meet iaportant 
to the far.er's decision to borrow,however, .re the interest r.te structure, 
tr ..... ction costa, perceived risks, and expected returns associated with 
the investMnt. 

With regard to the latter point, it was noted above that the 
expected financial returns to the proposed production alternatives are 
high. Depending on the size of the farm unit and water availability, the 
estimated return in Salcedo varies from a low of 19% to a high of 73%, 
and from 58% to 80% in Quimiag-Penipe. Although the proposed chang .. in 
production practices might be cousidered risky by the small farmers 
because of the subsistance nature of farming in both projects, the expected 
high returns should compensate for the risk involved. Equally important 
is that the agricultural technologies which will form the basis for the 
farm level improv_ents are not new to either project areas, and DIOst 
already have been proven to be technically and economically viable for 
the small farm crop-animal system. The question of mat-ket feasibility has 
been discussed above, and marketing should not be a constraint to the 
expected return of the agricultural innovations. 

An important variable in the small farmer's decision to borrow 
is the credit terms upon which production and investment credit will be 
made. Under the Project, both production and investment credit will be 
provided at BNF's highest rates (12% per annum). Production credit will 
be for up to one year and investment credit with repayment d~ in 5-7 
years. Theal! conditions should not present any disincentive to borrow, 
when compaT.ed to the expected rates of return to the ~gricultural in­
novations. 

The cost to the small farmer of obtaining credit (transaction 
cost) can be an obstacle to an effective credit demand. The various trips 
which must be made from the comunas to the regional bank office, the numerous 
forms which must be filled out, and the likelihood of being refused credit 
for lack of legal land title are aspects of transaction cost which could 
affect the farmer's willingness to borrower. However, the group credit 
arrangements described elsewhere in this PP will keep the individual's 
transaction cost at a minimum. In summary, willingness to borrow by the 
individual farmer should not be a bottleneck to the agric'ultural credit 
program. 

The reasonableness of the methodology for projectinB aBBralate 
credit demand depends on the acceptability of the adoption rates ".w.ed 
~d on the accuracy of the production costs and investment costs upon 
which the credit projections are marle. As indicated in the discussion 
of the technical feasibility of the adoption rates (see Section III.! 
below), the rates assumed are at best IIOdest and reasonable for both 
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project.. With relard to the isaue of accuracy of the credit projection., 
the follovinl atep-by-step proce •• was u.ad. Surveys in the project area. 
vere conducted to detemine profiles of ... 11 farm units. The survey. 
revealed infor.ation on farm size, production technologies, crop live.tock 
aize., location in term. of altitude, costs of production, and socio­
da.olraphic c~.racteri.tie.. These data were analyzed, and typical 
fara profile. were constructed, with the primary discriminating variable 
beiDl farm size. Group I included those farm units with up to 2.0 has. 
of land; Group II categorized those units with 2.1 to 5 ha. of land; 
and Group III included those farms with 5.1 to 10 hectares. Once these 
profiles were constructed, farm budgets were analyzed by considering 
production objectives and the necessary inputs to meet these objectives. 
These r~sults were then aggregated to the project level by taking into ac­
count the total number of farms expected to be included during the project 
years. The complete results are in an unattached annex titled Farm Budget 
Analysis of Model Farms and Credit Demand for the Quimiag-Penipe and 
Salcedo IBn Projects, available in USAID and LAC/DR flles. The summary 
results are reflected in the budgets for the two individual IBn projects. 
As can be seen in those budgets, AID funds will be financing medium-term 
investment credit~, while B~F counterpart funds will be financing short­
term production credits. 

6. Section 6ll(b) Compliance 

Section 101 of the Foreign Assistance and Related Programs 
Appropriations Act, 1979, requires that A.I.D. apply to cert:ain water and 
related land resource construction projects that it supports, the standards 
and criteria used in determining the feasibility of similar, federally funded 
projects in the United States. Section 6ll(b) of the FAA, as amended, requires 
the application, insofar as practicable of the Principles and Standa~ (1973) 
of the Water Resources Council. 

The Mission believes that these requirements have been met 
in substance. The cost-benefit analyses prepared for the two sub-projects 
which involve construction show that discounted total benefits are greater 
than discounted total costs. The form and result of the analyses constitute 
accomplishm~t of the substantive economic analysis requirements of Section 
6ll(b). Environmental considerations in project concept and general design 
have been addressed in the Initial Environmental Examination and will be 
fully integrated in the detailed planning and implementation of sub-project 
construction activities. TIlis constitutes fulfj~1ment of the substance of 
the environmental concerns portion of Principles and Standards. 

The Mission concludes that the principles embodied in the 
applicable legislation have been me~. 
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B. Technical Analyst. SWIIIII&ry 

Technical analyse. of proj ect components are included in the 
de.cription. of the Salcedo and Quiaiag-Penipe projects. The purpose of 
thia ,~ry 1& to deal with questions of technical feasibility c01lllDOn 
to both project., and to examine the technical feasibility of the Project 
a. a whole, includina the functionina of the central RDS mechaniSlll. Maj or 
que.tions to be considered are: (1) Do technologies to be used exist or 
must they be developed and tested?; (2) What is the feasibility of adoption 
of project recommended practices and technologies at the rates proposed?; 
(3) How feasible are the technological change targets?; (4) Are the market­
ing arrangements technically sound?; (5) Are the engineering plans for infra­
structure construction technically sound, and are institutional capacities 
adequate?; and (6) Are the IRD management and technical support systems 
technically sound? 

1. Feasibility of Production Technoloey 

The production technology base of this Project is relatively 
modest; there are no packages to be developed nor new technologie~ to 
be introduced to these regions which do not already p~ist there in at 
leaJt modest versions. Improvements in these technologies will be developed 
under the Rural Technology Transfer (Title XII) System Project. The main 
objectives ir. a technological s~se therefore are to move more farmers to 
the levels at which the better small farmers in the areas or adjoning 
areas already are producing. In that sense the IRD projects are relatively 
unadventurous. The technical issues center around the rates at which this 
technological diffusion can take place. 
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While the production technologies exis~ the rates at which 
they can be diffuaed is .eriously limited by the availability of water. 
The technology of water uae is therefore important to all other technological 
ilIproveaents. Th.re are two basic technological modea used in the Project 
for irrigation expansion and improvement. The first involves well known 
and applied INERHI irrigation technology; this basic approach will be 
followed in four irrigation areas: Quimiag-Penipe, Divalos-Chiriboga, and 
the feasibility study of Nagsiche. The second approach involve. the 
improvement of existing rudimentar; irri~ation systems complemented by 
farm lev~ irrigation techniques for target group small farmers. This 
technl'logy will require some adjustment in INERHI's approach, which has 
traditionally been large scale new irrigation schemes. INERHI has more than 
50 agronomists trained by FAD in farm level irrigation technologies; this 
cadre will require some additional training and assistance to provide 
the necessary support to the small farm irrigation systems. The Project 
therefore will provide ,project-specific technical assistance in small 
farm irrigation systems to INERHI, and also: ,project-specific training 
funds for lNERHI personoel to leave Ecuador for short courses and field 
visits to see this type of technology in action. 

2. Technical Feasibility of Adoption Rates 

There are two separat.e technical isaues with reference to 
technological change. The iirst relates to how fast farms can be expected 
to adopt the changes, the second to the distance they can be expecte~ to 
go (i.e., how much yield increase can be expected to be obtained, or the 
degree to which the crop mix may alter). This subsection deals with the 
feasibility of the rapidity with which target group farms are expected to 
enter the respective IRD project and make the proposed yield and crop 
mix changes. The followiug subsection deals with the distance issue. 

The two IRD project development teams approached this issue 
from different perspectives and develop~d projections based on two diffe~ent 
approaches. The Quimiag-Penipe team projected a grad~ inclusion of 
target group farms into the project, assuming that the conservative nature 
of this inclusion rate will take into account the normal reticience of 
traditional farmers to adopt new cultivation patters and practices. There­
fore, in Qui~ag-Penipe it is projected to take five years to include 90% 
of the target gro~ in project activiti~s. In Salcedo the projections as­
sume that full inclusion of the target group into the project will happen 
in three years, but the projections are given a conservative bias by 
assuming that no changes will occur during the first two yean ·)f this 
activity. In addition the Salcedo team anumed that the results of the 
inclusion will be less than full adoption (58%); yield terrgets have been 
reduced in the income tables to account for this. 

Thus the two projects have approached the prob~eD8 of incluaiun 
and adoption rates differently. Quimiag-Penipe .. sumes a slow inclusion 
rate which never reaches more than 90% of the target group, but aaau.ea full 
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adoption inaide the •• target.. Salcedo .. sumas a more rapid and complete 
incluaion rate, but ... u.. two dead years without any 'tdoption, and then 
only partial adoption and yield re.ponse for all target group fa~. Table 
111.6. contains the projectsd inclusion and adoption rates for the two 
subprojects. 

TABLE III.6. 

Inclusion and Adoption Rates for Technologies i~ IRD Subprojects 

(% of target group farms) 

___ Quimiag-Penipe Salcedo 
Project Y!!!: Inclusion Adoption Inclusion Adoption 

1 
2 
3 
4 
5 

10% 
30% 
60% 
90% 

100% 

100% 
100% 
100% 
100% 
100% 

21% 
42% 

100% 
100% 
100% 

3. Feasibility of Techr_logical Change Targets 

o 
o 

42% 
52% 
58% 

Both of the projects expect two types of changes in the target 
group farms. These ar~ changes in production practices (leading to yield 
increases per Ha.) and ~hanges in production patterns (changing the mix 
of crops they produce). 

Quimiag-Penipe yi~ld targets are pr~entecl in Table 111.7. 
for crops and in Table 111.8. for liv~~tock. Table III.? takes into account 
the mixes of crops proposed under th~ project and different environmental 
conditions. With yields beginning at levels which are in most cases less 
than half the national current average, it ,'~ould appear that thf! yield 
targets are reasonable, especially when the rate at which they occur is as 
slow as projectel. 
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Table III. 7. 

Yield I!lrov ... nt TarBet. 
Quiaiaa-Panise IID Project 

in gZaa. 

Product. Present Executed % increase 

guimiaS 
1- Group II 

Potatoe. 213 350 64 
Com-Bean.: " 

Com 13 23 77 
Beans 2 5 150 

Com (alone) 14 24 71 
Barley 22 32 45 
Broad Beans 13 17 31 

2. Group III 

Potatoes 162 312 92 
Com (alone) 13 23 77 
Barley 12 20 67 
Broad Beana 11 17 55 

PeuEe 

1. Group I 

Potatoes 295 350 19 
Com-Beana: 

Com 14 24 71 
Beans 7 7 0 

Com (alone) 10 20 100 

2. Group II 

Potatoes 160 310 94 
Com-Beans: 

Corn 10 20 100 
Beans 3 7 133 

Corn (alone) 11 21 91 
Corn-Apple: 

Corn 11 20 82 
Apples 108 220 104 

3. Group III 

Potatoes 177 327 85 
Corn-Beans: 

Com 10 20 100 
Beans 4 7 75 

Corn (alone) 7 17 143 

Group I: rarm units located betwean 2,500-2,800 .. ter. above ... level. 
Group II: rara unit. located between 2,800-3,000 _tan abo". ... l."el. 
Group III: rara UIlita located betvMD 3,000-3,200 _t ... eo.e ... lnal." 



Livestock Type 

Cattle Milk 
(Liters/animal/year) 
Bogs-Illea t 
(pounds/animal year) 
Sheep-meat 
(pounds/animal/year) 
Sheep-wool 
(pound ,/animal/year) 
Guinea pigs-meat 
(pounds/animal/year) 
Poultry 
(eggs/hen/year) 

- lS -

TABLE II!. 8. 

Quimiaa-Penipe Yield Target 
for Lives tack 

Yields 
Present Expected 

3.5 5.0 

165.0 200.0 

52.1 70.0 

3.4 4.0 

1.3 1.5 

120 180 

Increasing 
Percentage 

70.0 

82.0 

74.1 

85.1 

86.0 

67.1 

Salcedo yield targets are IIlOre integrated with assumptions 
abOlt inclusion and adoption. It is assumed tha~ 100% of the target group 
wil~ be included and that all will achieve some l~vel of adoption. Since 
all will not adopt fully, the yield targets are presented in two forms: 
the targets which would be achievable if all target group farms adopted 
the complete technology package, and the adjusted yield targets which are 
assumed to represent the average level of adoption. Experience in the 
Salcedo zone with small farmers indicates that the full adoption target 
yields are feasible; yet the adjustments for partial adoption would appear 
more realistic given the natural rcticience of local farmers to change. 
Table 111.9. presents these two types of targets. 

TABLE III. 9 • 

Salcedo Yield Increase Targets 

Yield Target at Average adopt Yield 
Traditional full Adoption Levels Used in 

Crop Yield Projec:tioM 
QQ/Ha. % Incr. QQ/Ba. % Incr. 

Barley 13 20 54% 13 0% 
Corn/Bean. 15/8 15/10 0/25% 15/10 0/25% 
Potatoes 250 400 60% 350 40% 
Wheat 18 24 33% 18 0% 
Fruit 0 4808ox. 480lox. 
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4. Marketins Feasibility 

The issue of deaand for project outputs w .. discUiaed in 
the Economic Analysis Section above. The issue for technical feasibility 
i8 the marketing technology, including transport feasibility and technical 
ability to manage the process. 

Both of the lRD projec.ts have a reasonably good distribution 
of internal access roads. Just 10 lei.lometers of extensions are needed to 
complete the systems. Maintenance and improvements are necessary to make 
the existing roads dependable in had weather, and the projects contain 
the necessary funding for these improvements. Both projects are entered 
by major highways (Salcedo is dissected by the paved Pan-american highway; 
Quimiag-Penipe is entered by a major road from Riobamba). Within an 
hour from almost any production are in either of the projects, products 
can bE in a major market center. From theae market centers, paved high­
ways connect with the principal population centers of Ecuador. Therefore, 
both projects would appear to face few difficulties with regard to internal 
transportation, proximity to intermediate urban marketing centers, and 
proximity to major urban market demand. 

As to marketing technologies, technologies for post harvest 
handling, packing, and storage exist in Ecuador, but target group farmers 
are currently far from having a working knowledge of them. Considerable 
technical assistance and financial support is planned for this effort. 
The establishment of small-scale packing centers for fruits and vegetables 
in Quimiag-Penipe is planned, and in Salcedo a more centralized fruit and 
vegetable marketing system is contemplated. Little difficulty in marketing 
grains and livestock products is foreseen. 

5. Engineering Plans and Engineering Capacity of Implementing 
Agencies 

The construction of various types of infrastructure is 
contemplated in both :projects. The technical issues are whether there 
are technically sound plans for the construction and whether the implement­
ing agencies have the necessary engineering and construction supervisory 
capacity to carry out final design and construction. 

As to irrigation, INERHl is the Ecuadorean institutions 
charged with the responsibility for development and construction all such 
infrastructure. There are four irrigation activities planned for this 
Project. lNERHI has des:i.gned and constructed millions of dollars worth 
of these types of projects and has widely demonstrated its technical and 
engineering capacity to administer the process. This is not to ssy that 
INERHl has not had its problems, but it is the judgement of USAID (as 
well as irrigation project teaa. of lBRD, lDB, and others) that lNERHI 
does not need engineering technical usistance. There is need (u haa 
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been earlier asplained) for technical assistance in the improvement of 
rudiaentary sull farm irrigation sys tems. This usis tance, however, 
18 not in engineering (the engineering is simple, requiring no more 
.ophi,tic_ted ebilities than exist in abundance in lNERHI), but in 
extenaion,in training, and in being willing to come down a notch in technical 
sophiatication to address the appropriate technology of low cost small scale 
iaprove.nts. 

The plans for th~ lNERHI construction activities to be 
included in this Project are voluminous. Annex D contains ~~cerpts 
from these planning and design documents for the Quimiag-Penipe Project, and 
an unattached annex available in USAID and LAC/DR files contains the complete 
analysis of the irrigation systems proposed for Salcedo. In addition to 
the existing plans, a condition precedent will require presentation to and 
review by AID of completed final plans, designs, and construction specific­
ations prior to disbursement of irrigation construction funds. 

As to roads, most of the activities under the projects are 
to provide new surfaces and continuing maintainance on existing access 
roads. The provincial councils with the assistance of the MOP and MAG 
have built and maintained the existing access roads.in the projects. While 
many of these roads need improvement, there are segments which are currently 
both properly constructed and adequately maitained. These segments were 
visited by r,he project development team, and it is the team's judgement 
that the responsible institutions are technically capable of undertaking 
the road improvement, maintainance and minor construction activities 
outlined in the Project. Details on this component of the projects 
are included in Annex D. 

The principal type of building construction under the Project 
will be simple community centers which are to be constructed under the 
direction of MAG, with the collaboration of members of the local communities. 
The Ministry has constructed many of these casas comunales in other areas 
and appears to have had little difficulty. Details on these centers are 
included in Annex D. Construction of input, storage, marketing and other 
facilities will use the same simple construction methods, which. is also 
outlined in Annex D. ' 

6. Technical Feasibility at the RDS Level 

The management of IRD requir.es two types of technical capacities. 
The first is technical capacity in the subject matter of IRD, which covers 
the full range of agronomic, engineering, health, and many other technical 
specialities. A careful review of the capacities of the expected central 
RDS mechanism and its multiple sources of outside technical assistance 
was reviewed, and where technical gaps were identified, AID TA was included 
in the Project (See Section II.A). It is USAID's judgement that with thale 
extemal sources of technical assistance, the central RDS llecbauis1D will 
have the necessary technical capacity to manage the IRD process. 
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The second type of technical capacity required to -.nase the 
proce .. of lID 18 in unas_nt and training technololY. It 18 in thb 
area that IIOre usi8tance is needed than in the .trictly rural technology 
akills. Considerable technical assistance is planned in this Project to 
atrenpten both the central RDS and the IRD, projects th .. elvea in 'ooth 
of thase fields. This outside assistance appears to be about as much as 
the system can uaefully absorb at this time, and with it, it is reasonable 
to assume that the chances for success are good. 

C. Social Soundness Analysis 

1. Social Settins 

The IRD approach att'lmpts to combine resolution of the 
areas' ~terial and social needs with support of those sociocultural e­
lements which have been identified to be positive. It also attempts to 
eliminate some of the existing social barriers to receiving developmental 
assistance and to participating in development decisions. To achieve the 
above objectives, considerable information has been reviewed f9r the IRD 
project areas concerning the populations' cultural and social structures 
and their present involvement in the processes of problem identification 
and design of solutions. 

Both project areas are racially mixed. About half the 
Salcedo area is Indian, while the other half is mestizo (the groups varying 
by dress, language, beliefs, and cultural self-~arenes.). Quimiag-Penipe 
is principally mestizo, with an important Indian minority in Quimiag. 
There have been deep and bitter conflicts between the Indian and mestizo 
groups throughout Ecuador, as well as between each of them and the dominant 
"white" society. The Project hopes to have a positive influence upon the 
racial and cultural conflicts a', ')ng the beneficiaries and between them 
and outsiders. 

The roots, however, of these conflicts are deep. The owner­
ship of land and the patterns of production have historically exploited 
the campesinos (particularly the Indians). Huaaipungo, for example, is a 
form ~f land tenure once common to the Ecuadorian Sierra in which small 
parcels are lent to campesinos in exchan!e for free labor on the hacienda 
lands. Even though this and other similar forms of precarious land tenure 
were legally abolished in 1964, variations of the practices are not uncom­
mon today, particularly in the Quimiag-Penipe area. 

The reason for the campesinos not being able to overcome thue 
ancestral problems by themselves are also of a social and cultural nature. 
Withouth access to education, factors of production, or other assets, 
poverty and descrimination have always plagued the poor farmera. In fact, 
processes have slowly e~oded the conditions of the campesinos ca.pared with 
the rest of society. Particularly as the scarce land they own hu becc:M 
e~en more fragmented, the resulting inability to earn even subaistence hu 
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led to .ore relative poverty and to migration. The Project beneficiaries 
are lar,ely tho.e ca.,uino8 occupying the base of the social pyramid, 
below the doainating elite and the groups with some economic and political 
power. And the Indiana are generally of lower status than the mestizo 
,roup. within the project areas. The Project has been designed to aid both 
the Indian and poor mestizo groups. Generally, both groups have members who 
fall into three land holding types. Miniftmdistas are those small landowners 
who uae mostly the labor of their own families on their tiny plots. Parcela­
~ are sharecroppers who work under a system called aparcerla - a form of 
rent of the land in exchange for half the crop production. Both minifundis­
~ and parcelarios must usually work part. time on nearby haciendas or engage 
in temporary migrations to coastal plantations. Finally, there are the 
landless or those who are almost landless, who are typically underemployed 
laborers and eventually are the first to migrate to the cities. 

2. Social Assets and Social Effects of Project 

While some of the preceding elements constitute social 
constraints which the Project aims at mcdifying, there are others which 
are assets and instruments for action and which need to be preserved. These 
are derived from certain patterns of individual and group behavior and 
organization. Through there are some differences between Indians and mes­
~, generally the campesino beneficiaries have attributes which are--­
similar to those of other Sierra small farmers: hard-working yet not truly 
ambitious, humble yet not overly submissive, cooperative, gregarious, and 
relatively accessible. All these q~lities should become positive elements 
of the Project, in addition to the ~untributions of women, which are analy­
zed later in this section. 

The Project will, for example, support campesino organiza­
tions. Actions are intended to be implemented through direct consultation 
with the various groups and their elected representatives. In both Qui~ag­
Penipe and Salcedo, organizations are of two types: ones which have emerged 
endogenously, primarily the traditional system of local organization known 
as the comuna, and others which are not traditional but which often have 
been put to goorl use by the campesinos, such as water users' associations. 

COIDunas are the leading social force in both Project areas 
and almost all target group members belonb to one. Comunas organiz~ the 
campesinos into a group structure, as well as provide them with administra­
tive arrangements. The comuna's General Assembly elects a President and 
members of the Cabi.ldo (an operating board), which have responsibility for 
decision-making in matters concerning the collective welfare, thus creating 
a democratic form of representation. However some COmun8S have had their 
problems, with factions or outside power groups trying to dominate the 
power structure. And even in united comunas, the membership often elects 
its more worldly colleagues to the cabildo to represent them to the outside 
world, while retaining an unelected, informal group of older persons as the 
true decision makers. 
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When .. socia ted or working as a group, campesinos have proven to 
be a formidable force. This collaboration can take the form either of re­
ciprocal interfamily aid (randipac, or mutual help, and jochas, raciprocal 
forma of collaboration under traditional local celebrations) or of group 
undertakings called min gas • The minga is a form dating from Incan times, 
which has been implemented in both project areas in the construction of 
schools, latrines, minor roads, irrigation works, and other small infra­
structure. The comunas are important in the organization and implementa­
tion of the mingas. Under the two s~bprojects this process will be sup­
ported, and an inter-comuna system is being considered which could be used 
for purposes of induCing participation in more ambitious construction en­
deavors and other activities. 

The IRD projects are organized to support and work through the 
comunas and mingas. Each comuna will have a signed agreement with the 
project offjce, spelling out the responsibilities of each. The comunas will 
organize the campesinos for mingas, field days, group meetings, and other 
organized activities important to the project. The project office will 
assign a contact agent to each comuna (through some contact agents may 
deal with more than one comuna). The contact agent, who hopefully will 
be from the project area if not from the comuna itself, will be the prime 
point both for assuring that services reach the comunas end for feedback. 
In addition, feedback will be provided through the project committees, com­
posed of persons who represent the collecti\~ty of comunas as well as re­
presentatives of the local offices of the implementing agencies. 

The project will als~ work with water users' associations, both 
existing ones and ones to be created. This is important since irrigation 
-both increased availability of water and improved watp.r manageme~t practices 
is the key to the intensified agricu1~ure envisioned under the subprojects. 
Water users' associations are common in Ecuador, particularly in the Sierra. 
A 1977 study entitled Irrigation Institutions and Water Users in Ecuador, 
prepared under the direction of Utah State University, states: 

"The vast majority of private irrigation organizations are in the 
Sierra where farming and irrigation have been traditional for 
centuries. This is the area of predominant Indian ancestry where 
communal organization an~ mutual cooperation have long been customary. 
These irrigation entities are common throughout the Sierra, most 
generally among the small and medium class farmers." 

The study investigated 35 water user associations, of which 24 
were in the Sierra. They ranged in size from 19 members to over 2,000. The 
large majority of the associations had a formal organization with an elected 
board. OVer 80% of the &ssociations surveyed met regularly or as the need 
arose. The study found that between 50% and 100% of the members attended 
general 88semblies when convened, demonstrating a high degree of participa­
tion by the general 1Ih!mbership. T11e study also found that over 40% of the 
associations made no decisions regarding the scheduling of irrigation water 
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daliftry. This led to instances of discontent and to c01llplaints of unjust 
distribution of the water resource. The study observed that many users 
appeared to irrigate more than was necessary or beneficial and. concluded 
that t.prov4d delivery scheduling coupled with efforts to increase user 
_aren ... of consumptive use requirements would increase the overall ef­
ficiency and availability of water significantly. 

The Project will build on this traditional acceptance of . 
collab~ration in management and operation of irrigation distribution 
syytems by the water-users themselves. It will address through technical 
assistance and credit the problems of efficient and equitable use of the 
water to be made available. By so improving the campesino situation, it 
is expected that at least some of the reasons for discrimination will fade, 
while giving the campesinos the means to coun~ract the actions of the domi­
nating and exploiting elites and to be able to subsist on their own plots 
of land. 

The IRD projects thus are designed in a socially appropriate way, 
using institutions which are familiar to the campesinos and are considered 
socially positive, and engendering participation to the maximum possible. 
Likewise, throughout the IRD projects, an effort will be made to make them 
lib culturally appropriate.as possible. _ Contact agents .and_technicians ... ~_~_ 
for example, will be taught the basics of sociology and of how to interact 
positively with campesinos, and they will be encouraged to respect the cus­
toms, language, and beliefs of the people they are dealing with. As the 
IRD mechanism expands, and planning is begun on the Jipijapa Project in Ma­
nabi Provinc~, some changes will have to be made to reflect the realities 
of that area. The coastal peasant, for example, has a number of cultural 
characteristics different from his Sierra counterpart, and cooperatives 
are much stronger on the Coast than are comunas. Nonetheless, the basic 
social concepts of the Project remain the same, and each IRD project will 
attempt to use local organizations, engender participation and feedback, and 
be a socially and culturally positive force in the local area. 

The benefits of the IRD projects are primarily economic and are 
des crib en in earlier sections. By giving small farmers the opportunity 
to become self-sufficient and produce. a cash surplus on their own holdings, 
the need for temporary migration should lessen considerably, thus creating 
more community and family cohesiveness and a greater sense of control over 
their environment. The Project has thus been judged by USAID to be cultural­
ly and socially positive, with no negative factors foreseen. 

3. Impact on Women 

Because women in rural Ecuador,especially in traditional Sierra 
areas, suffer particularly from lack of economic opportunities and from 
lack of participation in decision making, a special effort will be made 
within the IRD projects to deal with their needs. This subsection discua.es 
the specific problems of women and how they will be addressed. 
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In both the Salcedo and Quimiag-Penipe areas, more than half 
the local population is female. It is the married campesino woman who 
tak.. care of from 60 to 80% of the subsistence level agricultural and 
livestock activities, particularly if the husband is away at another job. 
Ber work day generally ranges from 14 to 16 hours; and the installation of 
electricity in the home can tend to make her day even longer, as she is 
then able to engage in such activities as mending in the evening hours. 
The .£!.,lIlPesino woman's hands are never idle. She may be going to collect 
firewood or alfalfa but is spinning wool or sisal or is crocheting on the 
way, Child care is an intimate and almost continuous part of her life. 

In matters of decision-making, the woman has a real, if quietly 
executed role. Her opinion is expressed within the confines of her home, 
at times not even directly to her husband but simply in his presence. 
Though in public a man would never admit to consulting with his wife, he 
is generally &Mare of her opinions and takes them into account. In those 
instances of male migration, a phenomenon common to both the Quimiag-Penipe 
and Salcedo project areas, the woman assumes the head-of-househotd role, 
at least temporarily. In those instances she generally assumes direct 
decision-making authority, though she may not necessarily express those 
decisions in public. A brother or older son typically may act as her 
"voice" • 

There are three other cultural factors which must be taken into 
account when designing IRD interventions which impact on women. First, 
cultural norms dictate that women should not frequently or freely associate 
with men outside their own families. Second, when there is a status dif­
ferential (as in the case between campesinas and ministry technicians), 
the resulting barriers to cOlllDunication are further intensified. Both these 
attitudes are the reflection of cultural values, and though their modifica­
tion is beyond the scoye of integrated ~=al development activities, there 
certainly are manners to design interventions in ways that will not be 
impeded by them. Third is a language/literacy factor. In those parts of 
the IRD project areas which are Indian (about a third of the total) most 
women have had little exposure to Spanish and are effectively monolingual 
Quechua speakers. Even in mestizo areas, illiteracy rates are much higher 
for women than for men, and most women have had littl~ axperience in co~ 
municating with outsiders. 

In light of the above considerations, and in order to incorporate 
the woman as an active participant in the development process, the following 
actions have been contemplated within the IRD projects. 

a. A representative proportion of the technical staff ~oth 
social promotors and other technicians) will be women. This will serve as 
a primary means of opening the lines of communication between the IRD 
projects' personnel and ~pesino women. This is critical since much of 
the subsistence level agricultural a~d livestock activities are primarily 
the domain of women. Awareness of women's need and reactions, as well as 
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appropriate reapons .. to th., will be important in making or breaking 
certain aspects of the proposed project programs. 

b. For similar reasons, if at all possible at least one female 
Quechua speaker will be included as a staff melOOer. Monolingual Quechua 
speakers represent a sizeable minority among women in the project areas, 
and their needs and special problems must be taken into account if project 
interventions are to work. In addition, and particularly if it is not 
possible to have a female Quechua speaker as a member of the technical 
staff, as mar.y local female bilingual community members as possible should 
be recruited and trained as contact agents or their assistants. 

c. An on-going process of research/action on campesino women 
will be incorporated into the projects. To date, little is known of rural 
women's cultural subpatt~rus, agricultural and livestock activities, and 
social communication patterns, and of their opinions on these topics. For 
this type of research it is essential that the investigators be female. 

d. Since programa, actively incorporating women are relatively 
new, two additional lines of action to facilitate their implementation will 
be executed in each IRD project. One is a process of orientation and sen­
sitization with the entire project staff on the incorporation of women 
as active participants in the rRD programs. This will include discussions 
of the reasons for their inclusion, methods of working with women's groups 
and with groups including both sexes, problems that might result, specific 
needs of women, and other such topics. The second includes similar types 
of sensitizing activities at the local community level& with women and 
particularly with the men. 

e. Finally, the following specific types of activities will be 
undertaken within the entire IRD program directly oriented toward women: 
(1) training in agricultural techniques, especially those requiring more 
intensive labor inputs proposed for introduction in the project areas; 
(2) training in better methods of breeding and raising such animals as 
chickens, pigs, rabbits, guinea pigs, and sheep, as these animals are 
usually totally under women's management; (3) facilitating the sale of 
surplus production (agricultural and livestock) in ways which can be managed 
by women; (4) creating opportunj, ties to exercise leadership roles, preferably 
initially among other females; (5) E~couraging the organizing and managing 
by women of cooperatives for the \"srious cottage industries existing in the 
area, such as the making of rope, hammocks, candy boxes, and jam; (6) train­
ing in the making of handicrafts using locally available raw materials (e.g., 
sisal, cornstalks, wool) to provide nonagricultural sources of income; (7) 
training in literacy, making use of written materials available in rural 
areas, such as directions on containers for agricultural, livestock, and 
available packaged food products; and (8) training in health~ improved diet, 
care of children, sanitation, and other similar topics relevant to women 
in their daily lives. 
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D. Inatitutional and Administrative Feasibility 

There are three principal questions regarding institutional and 
adainistrative f ... ibility: (1) Is the institutional structure the most 
appropriate?; (2) Do the iustitutions involved have sufficient capacity 
to carry through the Project effectively?; and (3) Are the administrative 
arrangements sound? These will be addressed in the following subsections 

1. Institutional Structure 

The Project is putting considerable funds and TA efforts into 
CTeating an lRD mechanism under the RDS, an institution which is yet to 
be created. Yet there are at least two alternative institutional struc­
tures, already well known in Ecuador, which could be us~d to effectively 
carry ovt IRD projects. The question becomes why create at considerable 
cost a new structure when seemingly acceptable alternatives already exist 

The answer revolves around the fact that while individual 
IRD projects could be carriad out successfully under the alternative 
systems, the latter have deficiencies which preclude. them from exercising 
effective coordination of implementing agencies and prevent them from 
att~acting the necessary funding and support to replicate IRD projects. 
The model presented herein, on the other hand, is a system designed to 
engender support and coordination at all levels, and which can be used 
repeatedly to carry out a number of IRD projects throughout the country. 

As discussed in Section II.A., the two alternative IRD 
systems most widely used and practiced in Ecuador are: (a) MAG's PIDA 
model and (b) utilizing regional develop~nt authorities. The former 
has successfully carried out a number of activities. Its biggest weak­
ness, however, has been its inability to effect coordination among the 
various institutions of the sector, fo!~ing MAG to carry out almost all 
PIDA activities on its own. The regional development model is being used 
by IDB. While there is often an advantage in working strictly with a 
regional institution, such projects generally lack na~ional support, 
have difficulties in effectively coordinating with the implementing 
institutions, and are difficult to replicate. Also, regional author­
ities now exist only in about half of Ecuador. 

The system to be institutionalized under this Project is 
designed to address these deficiencies. With the RDS a supra-cabinet 
level institution" it will be able to garner the necessary top-level 
political and ecotnmic support for IRD projects~ it will be able to 
effect the llecessary coordination among institutions, and it will be 
able to effect the necessary coordination among institutions, and it 
will be able to attract high quality professionals to design and help 
imple~nt the proje~s. By having decentralized proj.ct offices, to 
whict implementing institutions will detail personnel, the system will 
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have effective meana to implement, administer, and monitor the projects. 
By utilizing regional development authorities or their equivalents for 
aupport. coordination, and planning assistance, the projects will increase 
their chances for effective operation within the local political and socia 
contexts. And by having mechanisms built in for the use of direct contact 
agents, for the use of local small farner organizations, and for feedback, 
the system should maximize local participation, local support, and local 
delivery effectiveness. In short, an integrated system has been designed 
which can be readily replicated as the GOE decides to plan and implement 
each of its IRD projects. 

The major issue is the creation of the lOS, a discussion of 
which is included elsewhere. Though its creation appears almost ~ertain, 
there is always the chance that it could fall through. In this case, 
the Project could proceed using a modified version of the PIDA model 
(with CONADE's UNDER doing the planning, and with institutional coor­
dination achieved through written agreements between HAG and other 
institutions), but this would not be as ideal as the proposed RDS model 
(see Issue N: 2). Finally, there is the issue of where the RDS will be 
placed in the GOE structure. Although CONACE and the Vice-Presidency 
were being'cousidered,'it'has now been decided that RDS will 'be created 
in the Presidency. The important thing is that the RDS be created at a 
supracabinet level where it can generate coordination and top-level sup­
port. 

2. Institutional Capacity 

Annex E analyzes each of the GOE agencies that will play a 
part in the execution of the subproject activities. 

It is cl~ar that these implementing institutions have the 
technical capacity to carry out their roles in the IRD projects. However 
the capacity among the i",stitutions to plan, coordinate, manage, admin­
ister, and evaluate the projects is weak. The RDS, of course, has not 
yet been created; the regional development authorities vary widely in 
their abilities, and only four of the projected eight currently exist; 
and MAG and other institutions have not been truly effective in setting 
up good field level organizations to manage field activities and to 
bring about widespread campesino participation. 

The fact that inadequate institutional capacity exists doeR 
~ot mean that the Project should not be undertaken. On the contrary, 
the main objactive of the Project is institution-building. Considerable 
TA will be given to build institutional capacity at all three levels. 
The main purpose of this discussion is therefore to demonstrate that 
USAID recognizes the inadequacies, has studied their characteristics, 
and has designed appropriate TA to address them. 
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M diacua.ed in Section II.A. t an analysis w .. undertaken of 
what ... iatmce will be provided the RDS by FAO and the IBRD. Am's 
atrateBY ia to fill the .... ntia! gap.. Therefore TA w-I.ll be provided 
in .uch ar ... a. IRD adJainbtration and operati01l8, liD information 
.y.t ..... and data procn.ing, IRD e', aluation and lIOnitorin~ syst_, and 
IRD trrining approaches. Likewise, analysis was carried out on the 
capabilities of CIK to help design &1d coordinate projects, pl~s on 
what would be re~uired for a new reg .• onal development authority to be 
created and develop those capabilities. TA was also designed to fit 
these objectives. 

As to the loccl level, analyses were carried (olt on th~ various 
methods currently utilized in Ecuador to organize at the lo~al levt :;.1.. to 
get services to small farmers and to receive their feedback. These 
included PIDAs, ASAs (MAG's local ageucy offices), the IlSRD' 6' or ungu-
rahua IRD lDOdel, and t.he means by which the regional ~,evelopment au' 
thorities urganize their local level interventions. Again, projp.ct 
management was found to be the weak link throughout, and the TA has 
been geared to build this capability in the project offices to be 
established in IRD areas. 

In summary, TA has been ~esigned to address the weaknesses 
existing at the various levels of the proposed IRD system. This TA, 
and related expenditures, will tmount to $1,838,OOC f~um the Project, 
plus additional inputs from other AID projects which are part of the 
IRD program. The objective is to build strong and lasting institutional 
capabilities at all levels of the system. 

3. Administrative Arrangements 

Administrative arrangements are described throughout Section 
II.. In brief, the basic arrangement will be the written agreement, 
between the RDS and the implementing institutions, between the RDS and 
the respective regional developmeut authority or its equivalent, and 
between the IRD project office and the local communities. These ar­
rangements will be the basis for and will spell out all action respon­
sibilities, reporting requirements, and other details of m~tual interest. 

At the project level, the IRD project office will have the 
basic responsibility for administering the local level activities. All 
technicians, though detailed to the project by the various implementing 
agencies, will report to the project director and will be identified as 
members of the project team. The project office will thus have control 
over and responsibility for all personnel assigned to it. Likewise, 
though large expenditures will be made by the RDS, the project director 
will be allowed to approve the vast majority ~; project expenditures. 
The project office will have an administrative'staff, and all reports 
will flow from the field to it. Thus the local project office will 
have effective control over all local level activities. Only a limited 
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nUliber of .u.ury reports will be required to be sent frOll the project 
c:fice to the RJS. 

As to financial alTangements for the Project, further oper­
ating details will be outlined in an RDS Manual of Operati~ns, but the 
central mechAnism will be the IRD Fund. As discussed in Section II.A., 
the Fund will be a mechanism to channel funds from disparate national 
and international sources to discrete IRD project activities. The Fund 
will be adminis.tered by the Central Bank but controlled by the RDS. 
Only the RDS will be allowed to draw from it. 

Finally, the contracting arrang~nts for the ~roject merit 
discussion. Ideally, those elements of TA going directly to the RDS 
and to the regional development au~horities should be handled under 
host country contracts. Unfortunately, as discus sec in detail in the 
PP for the Rural Technology Transfer System (Title XII) Project, the 
GOE contracting capacity is extremely weak, and the process is hindered 
by complex regulations requiring compliance bonds and other requirements 
which work as disincentives for firms to enter into such contracts. 
Also, individuals under contract to the GOE have suffered from long 
delays in receiving paYl.lcnt· andf.rom other contractual··'problems.· ·Under 
the RTTS Project, an effort will be made to establish a capacity within 
the RDS to effectively carry out its own contracting. Since the RTTS 
Project is expected to be underway by the time some of the TA inputs 
for this Proj ect are ready to be contracted for., and since the contracts 
under this Project will be realtively si.mple (unlike the RTTS Project), 
the~e is a possibility that host country contracts can be entered into 
for this aspect of the TA. lhis will be carefully assessed when the 
time comes for entering into the contracts. 

Whether that aspect of the TA is contracted through a host 
country or an AID contract, the contracts should ideally be made with 
one or two organizations which can handle the logistics of having a 
number of' both short and long-term consultants in-country. As well as 
8 number of consulting firms and U.S, universities whi~h could provide 
the required services, USAID is considellng contracts with international 
organizations such as lICA or the Rockefeller Foundation's lADS. The 
advantages would be that they would more likely be able to supply 
qualified Latin Americans (the preference of the GOE) and that they 
would be more willing to enter into contracts with the GOE. So when 
the time comes to enter into contracts, USAID and the RDS together 
will divide the TA requirements into logical packages (probably one or 
two) and will decide on firms, universities, and international organiza­
tions which prequalify. Requests for technical proposals will be sent, 
and selection will be made usin~ standard selection procedures. Source 
wai~ers for the use of grant funus will be processed by USAID on a 
case-by-case basis as the need arises. 
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As to the TA going directly to the IRD project. (though 
channeled through the nDS). AID contracting will probably be the molt 
appropriate. Almost all of this TA consists of two long-term (2 1/2 
yea~. each) advisors in IRD project management, one for each of the two 
nm proj ects. l'hough these consultaD.ts are expected to be of consider­
able assistance in getting the IRD projects to run smoothly. they will 
also be playin~ a monitoring role for AID and thus will be looked upun 
in large part as AID's people in the field. For this re~son. AID 
contracting seems called for. The consultants will have to live in 
the field, either in the project sites or in the nearby provincial 
capitals, requiring a special type of person. Since it may be easier 
for USAID to directly identify such individuals than to obtain them 
institutionally, USAID is considering direct individual contracts. 
As to the two years of TA in irrigation, this will either be contracted 
through a firm specialized in this area or as part of the broader con­
tract described in the preceding paragraph. 

E. Financial Analysis and Plan 

1. Financial Plan - AID Contribution 

The Project financial plan is presented in Table 111.10. 
The first three columns indicate the proposed AID financing for the 
Project, totalling $11.8 million. Of this, $9.8 million is designated 
for loan funding, $2.0 million for grant funding. Obligations are ex­
pected to be made as follows ($000): 

FY 1980 
FY 1981 
FY 1982 
FY 1983 
FY 1984 
Total 

Grant 
200 

500 
500 
400 
400 

2.000 

Loan 
5,000 
4,800 

9,800 

The grant financing is exclusively for the costs of TA advi­
sors and some of the planning and other studies. Also, a small amount 
is to support the resident advisors for the two IRD projects. All other 
equipment, logistic support, and planning studies for the Project will 
be loan financed. Because of the large amounts of TA needed to insti­
tutionalize the IRD system, and because of the importance to the ins­
titutionalization effort of all the TA elements programmed, USAID be­
lieves that it is essential to the success of the Project that these 
items be grant financed. 

USAID believes that if such TA were loan funded, the GOE's 
tendencies would be to minimize use of outside advisors - particularly 



Table III. 10 

Project and Pr~lr .. Financial Plan 

CUSS 000) 

AID ---~---- _--.!...'!fA..I. ------
Other Thia Other Thie Other All 

~ ~ ~ Projecta ~r .. ject Projecu Project .r;rect. 'roj..,ta 

A. ARsiatnnce to ROS: 

1. Tt'donit'al AdviH"rR, Pro.iect "pnt. 640 640 1,520 1.006 800 1,646 2,12(1 1,9"6 
2. Planning, Survcyft, Studies 250 210 460 210 670 670 
3. Vehides and Equi.,.cnt 300 300 212 512 512 
4. irainlnR 1,050 120 786 120 1,836 1,956 

•• IIr~!onal HID Plannin!: and TA, 

1- TA to H"Foiond Allthorit lea 128 128 280 128 250 2S6 5lO 711" Z. '1.1nnin>! of .Ii pijapa IRO Project 160 80 240 200 240 150 480 350 llO 3. Planning of Other IRO Project. 180 180 180 360 ~ 
C. Salcedo IRO Project: 

1. Irrlf!:.iltion I,J08 l,lO8 1,167 2.475 2,475 2. Cr .. ~lt 723 723 1,458 2.111 2,181 1. TA to Project 280 280 240 280 240 520 4. T.\ tl> Farm"ra 653 651 6"il 5. \·ehicl .. ~ Rnd Equl"",,,"t 70 20 90 90 !'fI 6. "ur .. eriea. H;ork .. ling .... dUtie. 352 352 19 371 371 N 7. load I~~rove~nt 226 226 174 400 4'10 ~ 
8. Lan-J Titl!n!;, T~nure Studies 71 71 140 211 211 ,. Fon~stry. Sui! (".on~eryation 191 90 281 2tll 10. CO~jDily rarrlctp~tion Center. 238 238 112 350 350 11. IIri11th. W.ter. t: •• trition 554 III 785 785 12. Other IAploy_nt Opportunities 450 350 800 800 

D. Qui .. hll-P"nipe IRD Project' 

1. Irrillation 2,242 2.H2 2,242 4,4114 4,484 2. Cr .. dit 1,15' 1,159 2,259 3,418 3,UII 3. TA to Project 280 280 240 280 240 520 4. TA to rarlllerA 653 653 651 5. \',·hid .... , Equip. , Loaistic Support 47 20 67 67 #>7 6. fi"rs.ric~, ~1'lI'ko!tillll facilitie .. 276 276 260 536 5J6 7. P.C.ild I.p ruvc.e:nt 240 24(1 400 640 640 II. '~nd Titling, T~nurc Studie .. 74 ~, 83 157 U7 'i. rorestry, Suil C"Mr.rv"tion 632 672 l,lO4 l.lIl4 10. Cn='onh, hrl icipatinn Centers III 113 87 200 200 
11. Health, Water, KutritioD 187 4lO 617 617 12. Other ~lnr-eat Opportunlti •• 356 741 1,0'17 1.097 

S .... totd. 7,84' 1,838 9,687 5,900 11,803 4,500 21,490 10.400 31,690 
Continaenciea 976 976 697 1,673 l,b7) 
I"UuioD 975 162 l,ll7 l,ll7 l,Il7 
toTALS 9,800 2,000 11,800 5,'00 12,500 4,500 24,lOO 10,400 34,700 
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hiahly ekilled, wall paid on... USAID would be placed in the poaition 
of frequentl.y arguina the cue for bringing in help. Untenable friction 
could be th~ conaequenca, becauae USAID's position would be misinterpret­
ed .. lack of confidence in the RDS staff or, more simply, becauae the 
relatively higher salary rates and allowances would cause resentment. 
The.e are less likely to come up if TA is grant funded. 

In addition, in a number of key studies (e.g., evaluations) 
USAID may have a greater appreciatio~ for and interest in rigorouJ analy­
sis than the GOE. For some GOE officials, field visits and obsE-tvations 
rather than scientifically collected and analyzed impact data is suffi­
cient for judging the progress of particular program. If the GOE is 
required to finance such studies with loan resources- there ~ght be a 
tendency to overlook the quality of analysis and the use of what are 
considered by the Ecuadoreans as high cost foreign advisors. Again, 
grant funding would assure evaluations of the highest quality possible. 

There are other advantages to USAID of grant funding the ma­
jority of the TA. One is that under grant funding USAID may well be 
able to encourage the selection of advisors with more relevant expertise 
for the Project than would be the case under loan f\Dlding. For example, 
USAID intends to emphasize irrigation specialists whose experience and 
training are related to practical farm-level water management. INERHI's 
tendency would be to bring in experts with experience in designing or 
managing large scale irrigation works. USAID would have more blluence 
over selection under grant funding. Secondly, the advisors, particularly 
those in the field, will be looked upon by all parties as AID's people 
and will have some role, whether formal or informal, in helping AID mo­
nitor the Project. USAID believes that it is positive having such per­
sonnel in the field. Raving these advisors grant rather than loan funded 
lesses the chances of conflict in this regard .• 

The Proj ect is only one element of USAID' s IRD Program. The 
fourth column of Table 111.10 presents the contributions from four other 
AID projects expected to make up part of this Progr~. They are a cen­
trally f\Dlded (DS Bureau) Rural Training Project, the proposed FY 1981 
Health, Potable Water, and Nutrition Project, the proposed FY 1981 Forestry 
and Soil Conservation Project, and the proposed FY 1982 Rur&l Employment 
Project. The amount~ listed are only those which will go toward activi­
ties within the total IRD program. For example, the Forestry and Soil 
Conservation Project (column 5) will devote an estimated $823,000 to 
activities in Salcedo and Qufmiag-Penipe. Budget figures for rural 
health, forestry and soil conservation and off-farm employment are of 
course tentative and they will require further analysis as part of PP 
preparation. Each of these projects will also requin :.ustitutional 
assistance at the implementing agency level that is not reflected in 
the budget figures in column 4d Table 111.10. 

2. GO! Counterpart 

The GOE counterpart contribution i. pr .. ented Ll the fifth 
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colu.n of Table 111.10. This is the counterpart for this propo.ed Pro­
ject and ..aunt. to 51.4% of total Project cost.. It includea both the 
ceott&! funda which will be contributed to the rRD Fund and the imple­
menting agencie.' contributions as spelled out in the agreements between 
tho ... agencies and the RDS. It also includes a small level of community 
contributions, which will typically be the value of donated labor for 
construction activities, as spelled out in the agreements between the 
communities and the project office. AID is not concerned about these 
exact splits, as they must be negotiated in each case between the RDS 
and the respective agency or between the project office and the respective 
cOlllalunity. What ia important is that the RDS will be responsible for ob­
taining counterpart contributions at the levels spelled out in column 5. 
The following column lists tentative GOE counterpart levels for ~he IRD 
activities to be funded from the four other projects making up the IRD 
Program. 

The National Development Plan lists 13 priority public invest­
ment programs for the coming five years, of which IRD is one. The amount 
programmed for IRD is $124 million, to be made up of both internal and 
external funds. GOE officials have said that they expect at least half 
to come from internal· funds. Given declining petroleum expo:);ts and.othel>-'­
seeming financial difficulties, USAID questioned whether the GOE could 
readily come up with over $60 million for just one of its 13 priority 
programs, some $12.5 million of which would have to be directed as counter­
part for this Project. Using the services of an AID economist, USAID 
carried out an intensive analysis of likely counterpart availabilities. 
The study is summarized in Annex A. ~be conclusion is that GOE counter­
part availabilities should be no problem. The GOE should be able to both 
borrow the external funds it is proj ~cting to borrow and to have the 
needed internal funds available for its 13 investment programs. This 
conclusion is underscored by the fact that the GOE racent1y estab1ish~d 
a counterpart fund, so that there would be no question about the availa­
bility of internal funds to back external credits in its priority invest­
ment areas. Therefore the only potential counterpart problems would ap­
pear to be administrative, another reason for having Project responsibil­
ity in a high-level organization with political support. 

3. Financial Mechanism 

As discussed earlier, the main aspect of the financial mecha­
nism will be the IRD Fund, located in the Central Bank but under the con­
trol of the RDS. It is important that the actual financial aspects of 
the Fund be combined with a carefully conceived and administered account­
ing system which also takes into account Project transactions which do not 
physically pass through the Fund. As a hypothetical but not unrealistic 
example, consider an irrigation activity under one of the -projects, to 
be carried out at a projected cost of $100,000. The Project budget h .. 
AID paying 50%, and the other 50% coming from counterpart funds. It is 
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utwted that $80,000 of the cost ia for civil vorb to be carried out 
by IN!IBI, and the other $20,000 for on-farm worb to be handled by the 
project office. Tan thousand dollars of the lNERHI coat will be for im­
ported materiala, payment for which AID agrees to disburse directly to 
the supplier. Furthermore, in the written agreement between the RDS and 
INEBHI, the latter agrees to finance 25% of the costs of civil works out 
of its own funds, to be counted against the counterpart. Likewise, the 
community will contribute with $5,000 in donated labor to construct the 
civil works. The accounting system mus~ then be able to account for all 
of the following: (a) AID's direct disbursement for materials of $10,000 1 

(b) the INERRI contribution of $20,000, (c) the community contribution of 
$5,000, (d) a transfllr of funds of $45,000 from the IRD Fund to INERH1, 
of which $30,000 is counted against AID's contribution to the Fund and 
the other 15,000 against the GOE's contribution, and (e) the making avail­
able of $20,000 to the project office, which it can draw on from the lRD 
Fund. $10,000 of which is counted against the AID contribution to the 
Fund and the other $10,000 against the GOE's contribution. Obviously, 
the establishment of the Fund and the accounting system will be of crucial 
importance to the effective administration of the Project and thus will 
be a condition precedent to disbursement of funds for any activities 
other than TA to. the ROS. 

There is little else to be said about the financial mechanism. 
Crucial, of course, is that budget allocations be ma~e on a timely basis 
to the Fun~ and to the implementing agencies from the Ministry of Finance. 
It is expected that the high level position of the RDS will help assure 
such allocations. As to the implementing agencies, it is expected that 
they will continue to utilize their current financial procedures, includ­
ing the payment of sala=ies to personnel detailed to the lRD projects, 
utilizing mutually acceptable reporting procedures, as spelled out in 
their agreements with the RDS. Likewise, the agreements _~ll detail ap­
propriate disbu~3ement procedures for tra~sfers betwee~ the Fund and the 
agencies. For ex~le, INERHl might well be paiJ for civil works based 
on their percentage of completion, while BNF would receive funds through 
normal Central Bank rediscount procedures. 

4. Cos t Recovery 

Though the twe 11m projects have been judged economically 
feasible usi:.;.g a benefit/cost analysis, as a public investment the GOE 
must be able to directly recover at least some of its major investment 
costs if IRD is to be a truly replicable concept on a la~ge scale. By 
far the two biggeat investments in the two .projects are irrigation 
and credit, and both have significant recovery components. Between them, 
an estimated $11,593,000 can be directly recovered by the GOE. Indirect 
cost recoveries, such as increased taxes, leas need to import foodatuffs, 
and decreased urban migration costs, have not been calculated. 
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Aa to irrigation, Ecuador's 1972 Water Law .ays that bene­
ficiari.s of GOE financed irrigation projects must pay for the operation 
and maintenance of the irrigation syst~ms plus for the initial investment 
coata of construction. lNERHI is charged with the responsibility of im­
plementing this cost recovery system through the fixing of water user 
charges based on quantities of water delivered. During the intensive 
review discussions and negotiations with lNERHI, assurances were obtain­
ed that the tariff structure would be sufficiently high to recover all 
investment and operating costs. These tariffs will be periodically re­
adjust~d to account for inflation, so as to assure that the cost recovery 
is in real t erma • 

As to credit, the BNF will be the implementing agency for 
all credit channeled to the target farms. Its policies involve full re­
covery of credit extended, and its performance with the small farms it 
has served has been considerably better than most credit operations of 
a similar type in other countries. Its methodology is to use "joint 
and several liability" arrangements at the comuna level, where everyone 
is responsible for everyone else's credit. The comuna helps decide 
which individuals will receive the credit. This system has led to high 
recovery rates, low. delinquency , .and .. virtuall.y._no4iefault~~ ... The_.r&t:es._~ ... " 
charged are 12%, which are as high as could be negotiated and as high as 
the BNF charges anyone. Though slightly under Ecuador's inflation rate, 
it is higher than the rates often charged in other Latin American coun­
tries for small farmer credit. 

5. Other Financial Considerations 

From the financial standpoint, this will not be a difficult 
project for AID to implement. Approximately 93% of the loan is for local 
currency costs and will be disbursed in increments to the IRD Fund. The 
foreign exchange costs will be disbursed in increments to the IRD Fund. 
The foreign exchange costs will be disbursed to suppliers under normal 
AID procedures. As for the grant, approximately 80% will be for TA and 
will be disbursed directly to contractors, probably all in dollars. 
Some 2% of the grant will be for equipment and vehicles, all or almost 
all of which will be disburs~d di:t'ectly to suppliers in dollars. The 
remainder of the grant is for studies, probably mast of which will also 
be disbursed to contrdctors in dollars. 



MACROECONOMIC OVERVIEW AND ASSESSMENT OF GOE'. 
FISCAL CAPACITY 

I. INTRODUCTION 

AlmuA 
(pale 1 of 26) 

The GO! has announced an ambitious five year National Development Plan. 
It includes over $120 million dollars of public sector expenditures for a 
national fund to finaD,ce Integrated Rural Development Projects. This fund 
is to be made up of both local and external resources. In order to assess 
the GOE's fiscal capacity to make available the local counterpart, USAID 
has prepared ~his study. 

Part 11 the study analyzes the evolution of the Ecuadorean economy in 
th~ ~970s, its booms and downturn., and some of the trends and patterns 
umerging from that experience. This, in turn leads into a brief overview 
of the present situation in Part III, which becomes the setting for Part 
IV's detailed appraised of the fiscal situation, the public sector's 
capacity to deal with the investment patterns &uggested in the new Develop­
ment Plan, and'the need to generate funds with which to cover the fiscal 
deficit. The outcome of_ .this analysis is one of a positive and rea1iatic­
ally optimistic outlook on the Ecuadorean economy and its capacity to 
allocate the counterpart funds necessary to assure an efficient implemen­
tation of projects, including those partially financed through AID's 
assistance. 

In this regard, the conclusions emerging from this analysis indicate 
that, at a global level, the financing available for the 1980-84 public 
sector investment program will probably be about 20% less than the mag­
nitude projected in the official development plan even with a continuing 
and consistent effort by the GOE to increase public sector currentceve­
nues via improved tax administration, discretionary tax measures, and 
other measures to maintain the profitability of state enterprises. A 
shortfall of this amount is unlikely to create (or worsen) the rea1-world 
couuterpart problem. The key to the timely provision of domestic on 
counterpart financing resides in the administrative innovation presently 
being implement by the GOE which, in effect, will prevent the usual side­
tracking and dispersion in the provision of central government counter­
part resources. This innovation is administratively tied to external 
debt management and underscores the GOE's desire to improve the term 
structure of external debt ~hrough increased resource to IF! financing. 
In addition, the magnitude of external borrowing planned by the GOE exceeds 
what can be accomplished on a pi-oject-specific basis, and debt refinancing 
c~edits will undoubtedly also pro~de a substantial portion of GOE counter­
part funding. 



II. AN OVERVIEW OF THE ECUADORIAN ECONOMY IN THE 1970e 

A. Backaround 

Almex A. 
(pa.e 2 of 26) 

At the outset of the 1970s Ecuador was one of the smalle.t and 
least developed economics in South America, agriculture provided 28.6% 
of Total Grosl Domestic Product ~ning, manufacturing energy and cons­
truction provided 21.3%. By 1979 the •• ratios were 20.u~ and 2~.9% 
respectively. During the 1970s the pace of Ecuador's economic growth. 
accelerated; Gross Dome.tic Product (GDP) in constant prices grew at a 
rate of 7.5% (1971-1979), a rate well above the 5.5% growth rate prevail­
ing in the second nalf of the 1960s. The principal force accounting 
for the higher rate of economic growth was exploitation of petroleum 
resources and the pOlt-1973 price increases for petroleum, generally 
fovorable price movements for other exports, notably coffee, cacao, and 
timber, domestic high saving aud investment levels associated also with 
development of capital-intensive-but small-scale import substituting 
industries, and increased real public sector expenditures. The petroleum 
bonanzA of the early 1970s posed difficult challengea to Ecuadorean 
economic managers, and can be considered also as a mixed blessing when 
viewed from the perspectives of promoting a dualistic .economic_structura, 
of giving rise to excessive expectatIon of continuing rapid increments in 
real income, and maintenance of a strong non-petroleum export base. 

B. Economic Growth 

During the 19708 the economy passed through successive phases of 
recession, bonanza, and deceleration. Apart from a 16.3% growth of real 
GOP in 1973, annual growth rates have been less than 10%, and during the 
past four years GDP growth have successively declined (9.3%, 1.976; 7.7%, 
1977; 5.3%, 1978 and 5.0%, 1979). Due to strongly favorable terms-of­
trade effects, Gross National Income (real income) grew by 58.7% in the 
period 1972-1975 as compared with a 45.0% growth of GOP (real output). 

Due fundamentally to rapidly rising real incomes and the expansion 
of effective demand, Ecuador achieved very respectable growth rates in 
nearly all ecouomic sectors. The notable deviation from average'GOP 
growth were crop agriculture (a very low growth rate) and manufacturing 
industry (a high growth rate). 



Aariculture 
Mining 
Manufacturing 
Public Utilit!4s 
Construction 
Transpore and 

C01IIIlunications 
Other Services 
GDP. Market Prices 

TABLE II.1 

SECTORAL GROWTH 1970-71/1976-77 ~/ 

(parceneaaa annual raees) 

1970-71 1972-73 
to to 

1972-73 1976-77 

4.1 5.9 
141.4 7.5 

8.2 11.1 
7.0 14.2 

15.8 

9.6 7.8 
8.1 9.5 

9':2 9.T 

!I Biannual Averages. 

AlmuA 
(pa.a 3 of 26) 

1978-79 

1.9 
7.5 

11.1 
13.1 
2.0 

6.1 
6.2 

5:I 

SOURCE: IBRD. Ecuador: Development Problems and Prospeces (July 1979). 
Table 7 and Central Bank for 1978-79. 

Within the agricultural sector, the value of crop producdon was 
virtually stagnant during thi~ period. growing at a real annual rate of 
juse 0.1%. and its share of total sector output fell iram 58% in 1979 to 
42% in 1978. Livestock. foresery. and fisheries. meanwhile. grew quite 
rapidly. as the following figures domonserate: 

Sub-sector 

Crop pruduction 
Livestock 
Forestry 
Fishing 

Total sector output 

Annual Growth Rate. 
1970-1978 (percent) 

0.1 
7.4 
7.6 

16.6 

4.1 



D. Balance of Pa)'!!!lta 

Almex A 
(pa.e 4 of 26) 

Ecuador's annual comm~dity export earning grew from about $195 mil­
lion 1971-72 to $1,354 million in 1976-77, and $1,838 million in 1978-79. 
Non-petroleum export earnings also grew substantially, from $194 million in 
1970-71 to $660 million in 1976-77 to $817 million in 1978-79. Gains in 
export .arnings appear to have been due almost exclusively to favorable 
price movements. In constant prices. earnings of principal agricultural1/ 
exports as a whole grew at a rate of only 2% p.a. in the period 1973-77.­
Exports of processed cacao, fish, and coffee as well as raw fish gr~ at 
annual rates ranging from 15 to 58% but unprocessed cocoa, sugar, and tim­
ber export decreased at annual rates of 23 to 26%. 

Import expenditures also grew substantially during the 1970s, C~ an 
annual basis from $276 million in 1970-71 to $1,189 million in 1976-77 to 
$1,630 million in 1978-79. Taking international inflation as a proxy for 
annual changes in Ecuador's import prices, real imports appear to have 
grown by 11.6% p.a. in the period 1970-l9i7. There has been substantial 
chanp~ in the composition of Ecuador's imports. Capital goods grew as a 
proportion of total imports (from 32.0% in 1970-71 to 46.5% in 1976-77) 
and intermediate goods and raw materials declined as a proportion (from 55% 
in 1970-71 to 47.6% in 1976-77) even while growing at a real rate of about 
10% p.a., and the proportion in consumer goods remained at 11 to 12%. The 
main impulse to imports came from increased investment which required im­
portation of foreign machinery and equipment and to a lesser extent from inter­
mediate goods for industry. 

Ecuador's trade balance has registered surplus every year since 1972, 
(See Table 11.2). As one would expect, the lag between the onset of the 
petroleum bonanza and the ensuing increase in real investment crea~ed a 
substantial trade surplus in 1973 and 1974 -($540 million), but in ~h~ ~~­
suing years the trade surplus was of lesser magnitude--an annual average oi 
only $158 million in 1977-1979. After registering minor surpluses in 1973 
and 1974, the current account balance slipped to its customary deficit pClsi­
tion due to larger outflows for services (e.g., freight, interest, and 
prof.it remittances) and the cumulative deficit in the past four years 
(1976-1979) amounts to $1,095 million. 

Ecuador's net international reserve position grew rapidly from the 
end of 1972 ($128.0 million) to the end of 1974 ($339.5 million), de-
clined in 1975 (to $245 million) and resumed a steady increase through 
1976-1979, amounting to $631 million at year-end 1979. Capital account 
performance can be divided into two distinct periods. During the six-year 
period 1970-1975, net private direct investment plus net external borrow­
ing amounted to $617.4 million while net public borrowing amounted to $225.2 
million. During the four-year period 1976-1979, net private investment 
and borrowing amounted to $678.3 million but net public borrowing amounted 
to $1,290.4 million. 

* IBRD, op.cit., pp. 114-129 
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D. Mon.y and Pric •• 

The rate of advance of major monetary variable. and price. during 
the lO-Year pe~iod 1970-79 b.. been as follows: a 10.8% p.a. growth of 
da.eatic credit, a 25.3% p.a. growth of the stock of money ~l) and an 
ll.9% p. &. growth of prices. 1'hese calculationa aTe bued on IMF data 
(appe.ring in International Finaucial Statistics). Perforaance of prices 
during this long period is about as predicted by crude monetary analysis, 
i.e., as p.a. index numbers, 1.2532 for money divided by 1.11S7 for prices 
would yield as 12% p.a. increase in real transactions (implying that tre 
velocity of circulation of money slowed somewhat during the period). How­
ever, year-to-year changes have been Jubstantial as is shown in Table 11.3 

1910 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 

TABLE II.3 

ANNUAL PERCENT CHANGE IN DOMESTIC CREDIT, 
K>NEY, AND PRICES 

Domestic Credital 

22.35 
12.97 

6.84 
7.75 

43.06 
22.89 
26.02 
17.00 
13.00 / 
35.03c 

Moneya/ 

25.80 
12.21 
24.68 
34.89 
50.76 
10.83 
31.12 
23.07 
11.60 / 
28.26c 

a. Based on December 31 of each year 

Pricesb/ 

5.14 
8.46 
7.80 

13.02 
23.33 
15.34 
10.70 
13.01 
11.67 
10.24 

b. Annual average Quito, based on low and middle income earners in Quito, 
compiled on 1965 base. 

c. December 1978 to November 1979 (preliminary data). 

SOURCE: IHF, International Financial Statistics 

Prior to the petroleum boom, the principal problem confronting 
Ecuadorean monetary managers was reconciling large public sector defir.its 
with the supplying credit needs of the private sector and protecting foreign 
exchange reserves. With the petToleum boom the inflationary impact which 
derives froll the monetization of growing foreign exchange reserves was 
daupened via import libera1iza~ion, so the rate of growth of the domestic 
money stock declined after the initial upth~t in 1972-74. Based on 
data presented in Table 11.:3, and the upward trend in foreign exchange 
reserves, it is obvious that monetary management has generally succeeded ~ 
expanding domestic credit in line with Ecuador's productive potential with­
out severe inflation. The World Bank review of monetary fuca! 1)olicy for the 
period 1972-1977 1juggests the fucal 1)olicy haa been to apanaionaTY While 
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wmetary policy baa been to contractionary. Even thouah it is beyond 
tha ~cope of thia paper to ey •• ine this critici •• , if it ia valid, it 
alao luaa .. ta that monetary un4;ement has been in a reactive, but in­
dependent pOlition vi:J°,a-vis 8~vernment. 

E. Wa.el, Income Distribution and Employment 

The following data reveal that real wages increased at a rate of 
5.8% p.a. in the period 1970-77 --a figure somewhat lower than the increase 
in productivity. 

SOURCE: 

TABLE II.4 

REAL AVERAGE SALARY AND PRODUCTIVITY GROWTH RAXES 
(percent) 

!!!!: Average Raal SalaI'T Productivity 

1971 5.6 2.5 
1972 3.5 
1973 13.2 14.1 
1974 10.7 14.7 
1975 5.0 0.9 
1976 8.1 3.1 
1977 - 1.3 5.3 
1970-77 5.8 6.1 
1978 8.2 2.0 

Central Bank and !NEC 

The share of wages in GDP appears also to have declines from 
about 30% to 27% from 1970 to 1977. Msuy workers, particularly rural 
workers do not receive as much as legal minimum wages. Data collected in 
Household Surveys indicate that about 24% of woTkers received less than 
the minimum wage. Total employment is estimated to have increased at 
about 3.3% p.a., ~ rate slightly below demographic growth. Sectors prin­
cipally responsible for the increase in employment are services (47%), 
commerce (15~), both sectors where labor productivity increases slowly, 
construction (10%) and manufacturing industry (10%). Underemployment is 
a serious problem. The 110 has estimated 33-40% of available labor time 
in agriculture is unutilized. Income distribution data, like employment 
data, are poor. There is some c:.ridence that the sha.:e of income of the 
middle income (urban) groups has been increasing while that of the rich 
and poor has been declining. 
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r. Puh1ic Pinanc. 

Public •• ctor revenue. Irew rapidly from 1972 onward due to t&ZAe 
on p.t~~1.qa eamina. and the incr .... in th ••• earninl. brouaht about by 
the int.rnational p.trol.um pric. incr..... After a on. to two year. lag. 
public .ector expenditur •• adjuat.d to r.v.nu .. and w.~e ultiaatly to 
Irow by more than rev.nue.. Total public .ector exp.n~lture. drifted up 
fro. 20.4% of GOP in 1972 to 23-24% in 1974-76 and daclined to 22.9% in 
1977. Aa petrol.um - generat.d r.v.nue. incr ... ed, the fi.cal effort to 
obtain non-petroleum tax revenu •• d.teriorat.d. For example, the ratio 
of no~-petrol.um rev.nue. to GOP d.clined from 18.6% of GOP in 1972 to 
13.8% in 1977 to an •• timated 12.8% in 1979, •• e Table 11.5. In regard 
to the cODilolidated public .ector deficit, n.t foreiiD credi.t incre ... d 
from 1 •• 8 than 1% of GOP in 1973-75 to 2.4% of GOP in 1976, to 4.1% in 
1977. Thua foreign borrowing haa be.n the fill-up to a gr.atly eroded 
tax effort. 

G. Ext.rnal Debt 

By the end of 1979, Ecuador's ext.rnal debt of over on. y.ar term 
amount.d to $3,566.6 million according to data pres.nt.d in the National 
Development Plan. Additional information available to ua indicates that 
public sector debt amounted to about $~.8 billion and private •• ctor debt 
to about $0.7 billion. Unfortunately, it i. not poslibls to cODiltruct a 
wholly consistent historical series on public s.ctor axtftrnal d.bt due to 
unreported military debt and aom. supplies credits. On. disburl.d basis 
tntal public sector debt was probably on the order or $1.0 billion at the 
end of 1976 and grew to $~.6 billion by the and of 1979. Expected d.bt 
service in 1980 amounts to $5Sn million (which would approximate 39% of 
1979 commodities export aarninls). Even thouih Ecuador'l .xternal debt 
has grown rapidly in recent years, and the debt ~ervice ratio is high. in 
the context of past p.rformance of export aaruin.ga, the exiltinl d.bt 
sftrvica ratio is not generally judged to mean that Ecuador is an unacc.p­
table credit risk. One of the. factora that contdbut.d to rapid growth of 
public 8.ctO~ external debt in 1977-1979 w.. the abolition of the gov.rn­
ment's External Debt Committee in early 1977. This action l.d to a v.ry 
rapid growth o£ external debt. and the resp.ctivo r.gulatory committe. has 
been reestablished. 
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SELECTED .ACCOUNTS OF THE CONSOLIDATED PUBLIC SECTOR 
AS SHARES OF GOP, 1972-73 

(in parcant_Jall) 

1972 1973 1974 1975 1976 1977 

TOTAL REVENUES 20.9 20.9 22.6 22.4 21.7 18.7 

Currant 20.6 20.7 21.9 19.4 19.3 17.7 
Non-patroleum IB.6 16.4 14.4 13.8 14.1 13.7 
Petroleum 2.0 4.3 7.5 9.6 5.2 4.0 

capital 0.3 0.2 1.2 3.0 2.4 1.0 
Non-petro~eum 0.3 0.2 0.3 0.5 0.5 0.3 
Petrole. 0.9 2.5 1.9 0.7 

TOTAL EXPENDITURES 20.4 21.3 23.9 23.2 24.0 22.6 

Current 14.4 13.5 13.9 11.5 11.4 11.6 

Capital 6.0 7.8 10.3 11.7 12.6 H.O 

Saving on Capital Accouni.',6.2 7.2 B.O 7.9 7.9 6.1 
(4.2) (2.9) (0.5) 

Deficit (-) or Surplus (+)+0.5 -0.4 -0.8 -0.9 -2.3 -3.9 

1978 

21.7 

20.7 
14.2 
6.5 

1.0 
0.3 
0.7 

25.5 

15.5 

10.0 

5.2 

-3.8 

Source: JUNAPLA for ?ublic sector accounCs; Bancn Central del Ecuador for 
GDP estimates 

al Transfers from FONADE. 
~I Ratio. in parentheses exclude petroleum revenues. 

TABLE II. 6 

FINANCING OF THE CONSOLIDATED PUBLLC SECTOR DEnCIT, 
BY PRINCIPAL SOURCES, 1973-77 

(as percentaje of GDP) 

Net 
l Domestic hI Forei~ 

Year Net Credita. Other- Credit Total 

1973 .13 .05 .22 .39 
1974 .71 -.19 .26 .78 
1975 .61 .25 -.13 .73 
1976 .58 .32 1.50 2.40 
1977 1.50 .10 2.50 4.10 

al Includes sale of bonds. 
hI Ibcludes net variations in cash balance and net utilization of revenues 
- from other budgetary periods. 

Source: JUNAPLA 
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Inas.uch as the state is the major recipi~ of revenues gener­
ated by petroluem, it i. appropriate to describe the income transmission 
_chani •• which tranfoI'1llll the substantial :tnt:rease in foreign resources 
owned mainly by the state into increased rea~ output generated within Ecua­
dor. Foreign e!xchange resources associated with petroleum taxes are sold 
to the banking system and become available to the private ser.tor to fi­
nance investment as well imports utilized directly and with processing for 
coa.umption. In regard to public finance, the increased effective demand 
takes the form of increased real public sector spending and also a reduced 
real tax burden for the private sector. 

The substantial arowth in private sector real income was utilized 
both for consumption as well as investment. Th.e private sector income 
existing at the onset of the increase in real income was evidently distrib­
uted in sufficient breadth to stimulate demand for good. susceptible to 
relatively capital-intensive domestic industrial firms producing import 
substitutes. Within the' same time·fram.work as the sharp-increase in­
gove.rnmer.t revenues due to petroleum, a private sector investment boom 
occured a~ private sector fixed investment tended to rise as a ratio of 
GDP and ranged from 10 to 15% of GDP. Public sector fixed investment also 
rose from about 5% of GOP in 1972 to a ratio of 8-9% in 1974-1977. 

B. Economic 'Management 

In reviewing the 1970s it is obvioua that foreign exchange and 
fiscal resource constraints ceased to exist for a period of aboat three 
years, c.a. 1973-74 to c.a. 1975~76. Real incomes, investment and output 
increased rapidly. During this period Ecuadorean economic managers were 
relatively successful in curbing inflationary pressures. Miith the reemer­
gence of foreign exchange and fiscal constraints, c.a. 1977 the ~rob1e. of 
closure of the fiscal gap become apparent and pressing. 

The options for financing the gap were (1) to restore the real 
non-petroleum tax burden, (2) recourse to Central Bank financing. (3) ex­
ternal borrowing. The first option has the immediate impact of reducing 
private sector real income. The second option entails well-mown and 
nearly immadiat inflationary consequences. The third option haa an eventual 
limit in external creditworthiness, and if sustained at sizeable _gnitucles 
for B few years, will reduce net foreign exchange availability. but it b 
i1lllled:'ately the least pidnful option. The effective decision in the period 
1977-1979 was to made to buttress public sector resources through an 
additional i~flow of external resources rather than make severe cuts in 
public sector spending or substantial increases in the non-peUoleum tax 
burden. Thus, having adjusted to prosperity it has been politically dif­
ficult for government to take measures that would reduce real inca.a. and 
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therefore, the petroleum revenue windfall can be considered .. having 
induced a fiscal proaram that otherwise would not have emerged. Inaamuch 
aa net external borrowing also buttresses the balance of ~ayments, the 
1977-1980 Ecuadorean economy resembles the typical caaa of a country 
"livingbeyond means". This judgement seems appropriate dUll! to the preced­
ina rise in real incomes and would be entirely appropriate except for 
good prospects for future petroleum export earnings. Indeed, one focus 
of expert advise aims at increasing the exportable surplus of petroleum 
via increasing the price of domestically-consumed p~troleum products to 
curb domestic consumption and thereby finance the exploration and develop-
ment of petroleum resources. 1/ . 

C. Economic Dualism 

A large partion production units in agricultural sector and some 
in the manufacturing, construction, and commerce sectors subsist without 
modern production and organization. These tmits belong to the traditional 
sector and due to low labor productivity they pay wages new subsistence 
leveland their profits are also small. The enterprises of the tradition­
al sector coexist wi·th,those' of-tie 1DOdern'&eCt01:") but· nave'''''Nw' linkages to 
the modern sectors either in the form of input supply or demand for out­
put due to low income. The modern sector, both in terms of productive. 
enterprises and to a lesser extent in terms of demand, relies predominantly 
on imported intermediate goods. The traditional secto·r produces for sub­
sistence and for the domestic market b~t not for export dnd cannot compete 
effective with imports even where this would be useful (e.g., foo~tU£fs) 
from the national economic viewpoint. 

The dual economic structure gives rise to a bimodal distribution 
of income in which average wages in the modern sector are about 100% 
higher than in the traditional sector. Due to the increasing productivity 
of the modern sector but the low employment expansion due to utilization of 
capital-intensive production processes, demand for labor increases in the 
informal sector (urban services and commerce) and rural-urban migration 
takes place and incomes in the traditional sector cend to rise but slowly 
due to continued underemployment and low productivity. In general, the 
underewployed of the urban sector have a higher income than they would 
have had in traditional agriculture. 

D. Distortions and Waste 

As noted by World Bank study, the degree of distortion and 
waste that accol4po.nied the sharp acceleration of foreign exchange and tax 
revenues from petroleum has been modest in Ecuador, to wit: '~ile the 
major traps for suddenly rich cotmtries have been avoided, the development 
process in Ecuador was less than optimal. The structure of growth haa not 

Y'IBRD, Ecuador: Development Probl .. and Prospects (July, 1979), pp.xvo-xvii. 
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been of the sort which would have contributed to creatina an aport b .. e 
in MIlufactured lOads of low-to-aadium complexity, or in tranaformation 
of aarc-product., both of which w.ould have bee:l able to take over from 
petroleua .. important foreign nchang8 earners. Finally, the financing 
oaf development has been ezce.sively °dependent on revenue from oil. Other 
to revenuu n~v.lagaed behind .. a .ource for financing public expendi-
ture., and the private sector relied strongly on tax exemptions:' Y 

The rapid growth of foreign exchange earnings from petroleum 
tended to move the exchange rate above levels conforming to historic 
purchasing-power and thereby reduced the profitability of traditional agra­
indU6trial export. At the same time, import-substitutL~g industrializa­
tion increased the dapenden~ of the economy on imports. During the 1970., 
growth of export earnings was roughly comparable to what would have trana­
pired in two and half to three decades wi.thout petroleum. A aignificant 
quantum of investment was undoubtedly absorbed in import-substitution 
industrialization rather than in the export divir':'fication which would 
have taken place oth~rwUJe. Therefore, from the longer-term perspective, 
the boom of the 1970s contains an element of waste. 

At present, the Ecuadorean economy appears to be slowing down; 
the private ~ector speaks of recession and Central Bankers ponder the near­
term prospects for international reaerves and the exchange rate. However, 
for a small ~nd relative, open economy, even the best of monetary and 
fiscal management cannot prevent a recession of exogenous origin and sub­
stitute prosperity in its pIece. Furthermore, the probable short-term out­
comes of such an attempt would be a socially disruptive exhaustion of 
external reserves. Viewed in longer term perspective, the increasing 
scarcity of foreign exchange could serve as an appropriate challenge for 
the creation of credit and tax incentives to expand non~petroleum export 
earning and thereby overcome distortions which exist in the agricultural 
and industrial sectors, e. g., undue growth in food imports and excessive 
import dependency of industrial expansion. 

J.:./IBID, op. cit., p. vi. 
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The Ecuadorean government'. development program as pre.anted in 
the Plan Nacional de Desarrollo del Gobierno DemocT&tico 1980-1984 
(tr&n8.!tted by the Vice President, O.waldo Hurtado, President of the 
Nadona! Develop_nt to the President of the Republic on 25 FebrtU\ry, 1980 
and published on 8 March., 1980} contains a financial plan (in chapter 6) 
for Gross Domestic Investment and its two com?onents, private and public 
sector investment. For the five-year period 1980-1984 Gross Domestic 
Investment is projected at st. 376.2 billion in 1979 prices (US$15.0 bil­
lion) • Of this total, 5/. 145.4 billion ($5.8 billion) is public sector 
investment and S/. 230.8 billion ($9.2 billion) is private sector invest­
ment. The ratio of projected Gross Domes'tic Investment to Gross Domestic 
Product for 1980-84 is 27.2% and the respective ratios of public sector 
investment and private sector investment are 10.5% and 16.7%. 

The fir.ancing of Gross Domestic Investmen: has two principal 
sources; positive Net Foreign Investment (th.e net inflow of external real 
economic, resources). And,-Gross . .Domestic..SlWing- (.the_gross . ..domestic .. economic... ......... _ 
output not consumed). These concepts, which are drawn from national ac­
counting methodology, usually give rise to confusion and further clarifica­
tion is indicated. Net Foreign Investment in a country can be positive or 
negative. In national accounting methodology it is the deficit (or surplus) 
on current account of the balance of payments because this number iwlicated 
the value of real resources used by the country and supplied by the rest 
of world (if th.ere h a deficit) or made available to the rest of the world 
(if there is a surplus). Bas'ed on the widely-accepted thesis that a real 
resource inflow is fungible between consumption and investment purposes, 
the official Ecuadorean Plan attl~butes the $2,250.0 million projected 
current account B/P deficit for 1980-84 (i.e., the Net Foreign Investment 
inflow)" to the financing of Gross Domestic. Investment. 

This net external economic resource infl~ for 1980-84 is distri­
buted to three sectors according to B/P capital-account items: $1,189.3 
million to public. sector investment, $793.0 million to private sector in­
vestment, and $268.0 million to the Ecuadorean financial sector. Of the 
private sector's Gross Investment of $9,232 million, $7,202 million is 
financed by domestic private:-2ctor savings, $1,237 million by the Ecuado­
rean financial sector and $793 million from Net Foreign Investment. The 
latter amount takes the form 0= $758 million in net direct investment and 
$38 million in net utilization of long-term external credi.ts. In regard 
to public sector Gross Investment of $5,dl7.2 million for 1980-84, $1,189.3 
million is from Net Foreign Investment and takes the form of a net inflow 
of long-term credits, $406.5 million from the Ecuadorean financial sector, 
and $4,221.4 million from public sector savina. 

The methodology employed (which i. also a conventional ona utili~ed at 
an aggregative level) glosses over some conaiderationa which may also be 
relevant to fulfillment of the project level of Gros. Inveatllant. The pro-
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jected .. anitude of Net Foreian Investment (i.e., the alP currant account 
deficit) which approximatee $450 million annually in 1980-84, could arise 
u euily from low or stagnant growth of export eamins. and import 
expenditure. a. from coderate to high growth of those variables. For ex­
-.ple, if export earning were Btangnant, import expenditures would also 
adju.t for several reasons: e.g., reduced demand for private sector o~t­
put-hence-profits-hence-investment, reduced public sector revenues-henct:.'" 
investment expenditures, and also various discretionary monetary measures 
aimed at restraining imports. If exports and imports behave about as pro­
jected in the Plan's BIP statement in nominal US dollars, in our judgment 
the level of projected real investment can be realized. 11 

A second area of concern surrounds the financing of public sector 
Gross Inve.tment. The magnitudes cited above indicated that 20.4% of total 
financing is to come from net foreign credits and 72.6% is to be financed 
domestically, from public sector saving. Thus, superficially, the impres­
sion given is that domestic financial resources supply about four sucres 
of each five sucres invested. However, the P1 4 u proposes a program for 
utilization of external credit which suggests much g=~ater significance for 
external financing of public sector Gross Investment. As shown in Table 
IV.l, the planned gross-utiiization of-external creriitis·$4',800.6·millionj 
which leaves a net inflow of $1,932.9 million. Of this latter amount, 
$490.6 is p~ogrammed to build up Ecuador's net international reserve posi­
tion, $35 million is used by the private sector, and $268.0 million is used 
by the Ecuadorean financial sector, resulting in a net inflow of $1,189.3 
million to the public non-financial sector. 

In summary form, the financing of the public sector investment 
program for 1980-84 requires utilization of $4,007.1 million of externa!. 
credit ($4,800.6 million in gross external credit utilization less $35.0 
million in net credit utilization by the private sector less $267.9 million 
build-up in Ecuador's net international reserve position) as well as the 
equivalent of $4,221.4 million in public sector current saving. Fulfill­
ment of the $5.8 billion public sector invea·tmenc program depends upon the 
following process: (i) generation of $4,221 million in public sector 
current saving,. and this depends mainly upon the growth trends for current 
revenues and expenditures; (ii) to remain externally creditworthy the 
Ecuadorean public sector has to pay $2,818 million in external debt am~rti­
zation, leaving $l,4Q4 million in domestic resourcesi (iii) after amortizing 
external debt, $4,007 million are utilized from existing and new external 

1.:1 The ratio of Gross Domestic Investment to Imports rises from .99 in 
1980 to 1.12 in 1984. By way of comparison, in the period 1970-1979 
this ratio fluctuated from .82 (in 1974) to 1.15 (1970-1979) and 
averaged 1.01 for the ten-year period as whole. Therefore, much depends 
'Jpon imports being able to grow as projected in the Plan by at leut 
3.8% p.a. in constant values for 1980-84. 



Public Sector 
Current Saving 

1980 714.2 
1981 778.2 
1982 851.6 
1983 900.8 
f984 976.6 

Total 4,221.4 

Note: !./ Excludes 
are located 

:+ 

TABLE IV.1 

THE FINANCIAL PLAN FOR PUBLIC SECTOR INVESTMENT GOE 1980 - 1984 
(In m1Il10ns of U.S. DOllars 1n [919 pr1ces) 

Do.estic 
Net Utilization of External Credit by 

Public Sector 
+ Bankin~ - Public Sector 

Gross 
Utilization 
of F.xternal 

Credit 

1,224.3 
832.2 
964.7 
931.5 
847.9 

4.800.6 

Gross 
Amortization 
of F..xternal 

Credit 

771.6 
431.5 
506.2 
561.7 
546.7 

2.817.7 

Use by -Build 
Blinking Up of 
SlItctor Int. 

Reserves 

79.6 83.9 
45.0 108.3 
73.3 71.0 
35.0 105.5 
35. 121.9 

Sector Invest ... t 
lipancin& 

a/ 
i54.2- 0 968.4 
247.4 23.0 1,051.6 
314.2 -0- 11 165.8 
229.2 143.3 1,273.3 
144.3 235.2 11 356.1 

a/ 
267.9 490.6 1.189.3- 406.5 ..2.a!..17 .2 

$35.0 million utilized by private sector in 1980. Otherwise all transactions on external debt 
in public sector 

SOURCE: Constructed from data appearing in GOE Plan Nacional de Desarrollo del C~hierno Democratico 1980-1984. 
Primera Parte. pp. 94-101 and 125-142. 
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credits; and (iv) ~he $1,404 million plus $4,007.1 million plua $406 
aillion in new net borrowing from the domestic banking system finance the 
$5,817 million public sector investment program. 

B. Global Counterpart Funding 

Before commenting on the real-world prospects for the required 
magnitudes public sector current saving and external credit utilization, 
we note specifically that the generation of domestic counterpart funding 
for the investment program is not identical to the generation of domestic 
public sector resources (current account saving). We have formed this 
judgment based on the supposition that project-specific external financing 
will not be as high as $4.0 billion. For this to be true, external credits 
would have to finance 68.9% of total project costs. Based on existing 
evidence, we believe the probable ratio for project-specific external 
credits would be 40 to 50%, i.e., $2.3 to 2.9 billion 1/. The remainging 
gap ($1.1 to 1.7 billion) would have to come from general p'lrpose external 
credits. The important implication regard the availability of project­
specific domestic counterpart funding is that, at the glaval level, there 
are two major sources: general purpose external credits and domestic 
public sector saving. 

C. The Realism of the Financial Plan 

Several assumptions utilized in the construction of the financial 
plan for the 1980-84 public sector investment program are open to question. 
It should be recognized that the principal value of the financial plan is 
to detect likely pressure points so as to signal necessary policy a1just­
mets. The $5.8 bil~ion figure for public sector investment is probably 

~e IBRD Country Study; Ecuador Development Problems and Prospects 
(july 1979\ pp. 335-341 list a total of 126 possible public sector in­
vestment projects involving a total estimated cost of about $6.0 bil­
lion with a foreign exchange component of about $4.3 bilH::m (63.3%). 
The GOE, JUNAPLA document Inventario Nacional de Proyectos (Quito, 1978), 
table 8-1, provides the results of a questionnaire of public sector 
investment projects and found that the program of public sector invest­
ment for 1979-1983 totalled $2.965.1 million with $1,655.6 million in 
domestic financing and $1,309.5 million in external financing (a foreign 
financing ratio of 44.2:). We doubt that either the IBRD or JUNAPLA 
data reflect the true foreign exchange cost of public sector investment 
as part from the financing thereof. The former would include necessarily 
the real economic resources imported directly with project execution 
and indirectly as a result of the increased demand generated by project 
expenditures. In this sense, we suspect that the economic foreign 
exchange cost of Ecuador's 1980-84 public sector investment program is 
on the order of 40%. 



Ann.a A 
(pale 17 of 26) 

15 to 2S% higher than what would stand as a reali.~lc prediction. The 
6.S% average annual growth rate for GOP in 1980-84 in probably on the high 
side with 5.5 to 6.0% as more likely outcome. In addition, the linkale 
between public sector investment of $5.8 billon and attainment uf the 6.5% 
growth rate is drawn nowhere in the Plan, nor is the relationship a strong 
one. 

The normative pressures upon planners were obviously to come up 
with an investment program that, while conforming to the promise of social 
justice of the present government, also entailed an investment magnitude 
that would compare favorably with that attained in previous five-year 
period. Table IV.2 facilitates a rapid comparison of the official hope 
for 1980-84 with the results of the 1975-79 period based on data presently 
available. Gross Domestic Investment is 32% higher in absolute value in 
the 1980-84 p~riod (a 5.8% p.a. growth rate) but is a slightly lower 
ratio of GnP. Public sector investmeut is a slightly higher ratio of GOP 
and private sector investment is a slightly lower ratio of GOP, but these 
changes are small. 

Iuasmuch as public sector investmerit for 1980-84 is only marginally 
higher as a r.atio of. GDP .. than.what.was.obtained .. ino1975-l919.why_should-
it be so difficult to obtain? The conventional wisdom in Quito appears 
to come down on the side of substantial difficulty. In this myth or 
reality? There are three pressure points which could impair fulfillment 
of the 1980-84 public section investment program. They are: (i) the 
obtaining of an adequate magnitude of external credit a sizeable portion 
of which will have to be linked in a project-specific manneri (ii) the 
generation of the required level of public sector saving, which is 
mainly a result of the appropriate trends in cur· ... ent revenues and current 
expendituresi and (iii) a condition of adequate monetary constraint to 
prevent an accelerating inflation and unacceptable declines in external 
reserves, which would be detrimental to the attainment of (i) and (ii). 

D. The Debt Management Problem 

As is noted in the plan, "in contrast to what occured in past 
years, during the next five years, external debt service ~ll be of larger 
magnitude ••••• This behavior is due principally to the amortization of 
loans contracted prior to the Plan." 1/ Table IV.3 indicates that the 
amortization (not interest) on existing loan contracts, i.e., those con­
tracted prior to July 1, 1979 would amount to '$2,738.7 million during the 
period 1980-84 which amounts to about 77% of Ecuador's disbursed externa~ 
debt of over one-year term ($3,566.6 ~stimated for December 31, 1979). 
Inclusive of $281 million refinancing in 1980. Lcuador's external debt 
service approximat~s 43.6% of commodity export earnings (and 33.2% exclud-

~~lan, op.cit., p.Y9 
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COMPARISON OF PUBLIC SECTOR INVESTMENT: 1975-79 AND 1980-84 

Cro •• Dome.tic Investment 
--- in billion of 1979 sucres 284.4 376.2 
--- in bil~ion of U.S. $ 11.4 15.0 
-- a. % of COP 28.1 27.2 

Public Sector Investment 
in billions of 1979 sucres 98.6 145,4 
in billions of U.S. $ 3.9 5.8 
a. % of COP 9.8 10.5 

Private Sector Investment 
in billions of 1979 sucres 185.8 230.8 
in billions of U.S. $ 7.5 9.2 
as % of COP 18.3 16.7 

Cross Domestic Investment (COl) 100.0 100.0 
Public Sector- % of cor 34.8 38.9 
Private Sector as % of CDI 65.2 61.1 

Financing of P~blic Sector dl 
Investment (in billions of U.S. $) 3.94 al 5.8-

from hbUc Sector Saving 2.65 - 4.2 
from Net Utilization of b/ 
External Credit 1,35- 1.2 

from Domestic Banking Sector 1.30:"/ 0.4 

Public Sector Saving as % 
of CDP 6.5 7.6 

Notes: a/ CONADE data on real investment from Cuenta Financiera Consolidada del 
Sector Publico 1975-1979. 
b/ Derived from Table II, Summary BIP Data 1970-1979 
cl Calculated as residual. 
'!I From Table A 



1980 

1981 

1982 

1983 

1984 

Total 
1980-1984 

TABLE IV.3 

NET UTILIZATIOH OF EXTERNAL WAUS 
(millions of u.s. dollars) 

Existing Loan Contracts 
Uisburse- Amortiz- Net uisburse-

ment at ion Utilization ment 

975.3 77l.ii 203.7 249.0 

398.J 431.5 - 33.0 433.7 

155.6 506.2 -350.b 809.1 

62.7 540.7 -478.0 868.!1 

11.4 488.7 -477.3 836.5 

1.603.5 2.738.7 -1.135.2 3.197.1 

SOURCE: Plan Naciona1 de Desarrollo • pp. 86. 

New Loan Contracts Total ,._---
Amortiz- Net rfet 

ation Utilization Utiliz-
ation 

249.0 452.7 

433.7 400.7 

809.1 458.5 

21.0 847.8 369.8 

58.0 778.5 301.4 

79.0 3.118.1 1.982.11 
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ina thi. refinancing item). 1/ Debt service is high due evidently to the 
exi.tina maturity structure of amortization payments. For example, if 
one-fifteenth of the external debt outstanding were amortized each year, 
the debt service ratio for 1981 would be a comfortable 21.3% instead of 
27.1%. 

Even though the Plan proposes net utilization of external credit 
amounting to $1,983 million for 1980-84, and the outstanding balance of 
external debt grows from $3,567 million at year-end 1979 to $5,550 million 
at year-end 1984, the planned net utilization ($1,983 million) is less than 
cumulative interest payments of $2,586 million in 1980-84. Therefore, the. 
global debt management program prlJposed by the Plan can bte considered 
extravagant. The Plan notes, "thl~ basic objective of external credit 
policy is to obtain the needed fiuallcial resources on the best possible 
terms" and goes on to present guidelines for external credit policy. 1:..1 
These guidelines include: (i) centl~alization of approval of loan contract 
in the Minis.try of Finance, (ii) thn obligatory registry of all external 
credit contracts, public and privatE!, in the Central Bank, (iii) creation 
of an external credit advisory groupl composed of representative of the 
Consejo Nacional de Desarrollo (CONADE), the Central Bank, and the Ministry 
of Finance, (iv) the general guideline that external credits will be used 
in the following priority --to finance the imported component of invest­
ment projects, to improve the structure of Ecuador's external debt, and 
to finance capital expenditures-- and (v) the creation of a single ac-
ccount in the Banco Ecuatoriano de Desarrollo (~EDE) for the counterpart of--­
external credits received by the state. We are informed that the division of 
labor of the external credit advisory group is as follows: CONADE rules 
on the priority of particular public sector investment projects, the Minis­
try of Finance on the generation by a project of a cash-flow f.acilitating 
future debt service, and the Central Bank on the appropriateuess of the 
financial terms of the related external credit. 

Maximization of utilization of external credit from IFIs on con­
cessional terms is obviously a question of GOE negotiating skill. 1.1 
CONADE officials state that they expect to have completed shortly an 
estimate of external financial requirements for th~ 41 programs (approxi­
mately 350 projects) listed in the Plan. This study should produce more 
accurate information in regard to the project-linked domestic counterpart 
requirement of the public 1ctor investment program. lnverviews with 
lDB and Ministry of Finance officials indicate a substantial change in the 
outlook for domestic counterpart funding of projects be~ng financed by 
major IF! lenders and external donors. On March 21, 1980 the Ministry of 

1/ Plan, op.cit., p. 101 

1/ Plan, op.cit., p.143-l44 

1/ CONADE official~ informed us that they had received a letter from the 
IDB in response to their request stating the following new loan 
cOlIIDutments as "secure ll for 1980-83 as follows in million of us dol­
lar~ 1980 (49), 1981 (169), 1982 (221), and 1983 (275). 
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CONSOLIDATED PUBLIC SECTOR ACCOUNTS, 1975-1979, AS SHARES OF GOP 

1975 1976 1977 1978 1979 -

GOP in 1979 prices (millions 180,52A 193,524 205,074 215,967 226,729 
sucres) Growth Rate of GOP 7.2 6.0 5.3 5.0 

Current Revenues 19.38 19.26 17.68 20.72 21.13 - 14.22 Ti":84 Non-petroleum 13.75 14.05 13.74 
Petroleum 5.63 5.21 3.94 6.50 8.29 

Current ExEenditur.s 11.45 11.37 11.57 15.50 16.04 
~-lages -:;-:s:; "T.43 T.TI' -;-:sr 7.25 
Goods I Services 2.58 2.58 2.75 6.24 5.98 
Transfers 0.47 0.33 0.19 0.22 0.13 
Intereot on Debt 0.83 1.03 1.43 1.53 2.68 
(Domestic) . :0.58) «(t .53) (0.55) (0.47) (0.58) 
(External) (0.25) (0.50) (0.88) (1.05) (2.10) 

Current Account 7.93 7.89 6.11 5.22 i:..Q2. 
Saving . (A~B) 

Capi tal Revellt\eS 2.96 2.43 1.00 1.00 0.60 
Sale of Assets o:sr 0.49 0.34 0Ts 0.17 
Transfers 2.45 1.94 0.66 0.75 0.43 

Capital EXpenditures 11.77 12.60 11.00 10.00 9.40 
Real Inv~stment 9':9i" 10.60 T6":'2.5 8.56 9.IT 
Financial Investment 1.~5 2.00 0.75 1.42 0.28 
Transfers 0.02 

Deficit (-) or Supplus -0.88 -2.28 .:.hll -3.77 -3.71 

Memo 
Total Revenues 22.34 21.69 18.68 21.72 21.73 
C-A+D) 
Total Expenditures 23.22 23.97 22.57 25.50 25.44 
C-B+E) 

SOURCE: Calculated from data supplied by CONADE 



Ann.. A (p... 22 of 26) 

Fin.nce .lloc.ted s/. 1.5 billion ($60 million) for the dome.tic counter­
p.rt of .uch project. from the 1980 central aovernm'~nt budaet. Thil fund 
i. under the authority of the Public Credit Division of the Ministry .nd 
loc.::ed in entity entitled "Dincci6n de Control de Proyecto •• " Reportedly. 
the Mini~try took thi •• ction bec.UI. the Bo.rd of Director. of the B.nco 
Ecu.toriano d. Des.rrollo (BEDE) rejected the idea of supplying domestic 
countorpart in forma other than loans, which wa. incomp.tible wi.th the 
requir.ments of moat central government direct~d investment projects. 
The r.gul.tions ioveming this fund will be issued shortly. An IDB 
offici.l who ia well-informed regarding operational problems cre.ted by 
lack of counterpart funding for IDB projects in 1978 and 1979 term~d the 
new funding mech.nism "an extremely positive deve!oplMnt" and noted that 
funding commitmenta for the fir.t quarter of 1980 had been made by the 
Minia try. The new funding mechani.:!:! ahould overcome a problem noted by 
IDB and Ministry officials which consisted in the sid.-tracking of Minist.­
rial allotm.nt. from intended projects. 

Mi~istry of Finane. officials also informed.a :h.t the GOE desirea 
to refinance $600 million external d.bt in 1980, but thi' operation h.d 
been delayed due to the recent high int*rest r.tes in the intemation.l 
market. 

E. Generating Public Sector Savinss 

As is shown in Table IV. 4. public 'f.~tor current account saving 
decreased as a percentage of GDP ~rom 1975 to 1979 (by ne.rly two percent­
agt'! pointa). This performance t.ook place despite an increase in the ratio 
of current r.vanues to GnP fro~ 19.4% in 1975 to 21.1% in 1979, albeit 
with a decline to 17.7% of GDP in 1977. Capital expenditure. performance 
WAS relatively weak, with continous decline from 1975 to 1979 (fro~ 11.8% 
to 9.4%). Total expenditur.s al.o increased from 23.2% of GDP in 1975 to 
25.4% in 1979. One of the principal e1.ments in the ero.ion of domestic 
capacity to finance public sector investment include an incr •••• in the 
ratio of interest payments on public sector external debt from 0.25% of 
GnP in 1975 to 2.1% in 1979, in addition. a ehat1l and probably I.,nwarrant.d 
increa.e in the ratio of expenditure. on good. and service. in 1978 .nd 
1979. The 1980-84 public sector revenue program project. a .ub.tantial 
incr~ase in the ratio of current revenuea to GDP, e.8., from 19.4% in 
1979 to 25.6% in 1980. Apart from the portion (See Tabl. IV.5) of current 
r.venues arising from petroloum-related taxes, which are probably about 
on target, non-petroleum current rev.nues are to incr ••• e from 12.8% of 
GDP in 1979 to 15.6% in 1980.11 Non-petroleum current are projected to 
incre .. e by 29.6~ in 1980. In T~bl. IV.6 the projact.d eff.ct. of 
discretionary revenue mea.ures are ~hown. Due to the pra •• nt inp ••• e 

1. Petroleum revenu •• to the public •• ctor .re projected to incr •••• by 
2.4% p.a •• which we s!upect i •• bout on tarl.t. i ••.• pric. incr ••••• 
will a1ightly overcompen.at. for d.cr •••• d production. 
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between the Executive and Legislative b'ranches of the GOE it is unlikely 
that the revenue impacts from legal reform will be available in 1980. 
In addition, ~he impacts of administrative reforms usually take some time. 
Even though we believe that a S/.6.6 billion rev~nue inc~eaae from dis­
cretionary meassures is too high for 1980, the important question is the 
attainment of a $10.7 billion result for 1982 and $12.2 billion result 
for 1983. 

What would the impact be on the public sector investment program 
of a lower growth rate for non-petroleum current revenues? If the result­
ing revenue impact of discretionary tax and administration measures were 
only about half as large as portrayed by Table IV.6, the resulting 
average annual revenue loss would amount to about 1.85% of GDP (for 1980-
84 non-petroleum current revenues would average 14.58% of GDP instead of 
16.43%). With current expenditure levels temaining as shown iI", the Plan, 
current account saving would average 5.76% of GDP for 1980-84 instead of 
7.61% (as p=ojected in Table IV.5). 

Governmental response to the decrease in current saving is an 
obvious and important que~tion. A larger volume of domestic banking 
system ficance would have an undesirable inflationary impact and ex~p.rna1 
credit f~ding is largely a question of debt management. It is likely 
thet capital expenditures would be reduced by the full amount of the de­
clines in current saving. The reduction in public sector investment would 
amount to about 17% of the planned amount as is shown by the following 
calaulation: 

(i) 
(ii) 

public sector saving 
less external debt amortization 

(iii) pl~s public sector utilization 
of external credits 

(iv) plus net borrowing from 
domestic banking system 
equals public sector investment 

$3,191 million 1/ 
$2,818" -
$ 373 " 

$4.007 
$4,380 

$ 406 
$4,786 

" 
" 
" 
" 

5817 - 4786 
5817 equals a 17.7% of reduction. 

1. Projected CUmulative 1980-84 GDP equals S/. 1,385.8 billion and 
5,76% of this sum is $3,191 million. 
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TABLE IV.S 

(x)NSOLlDATED PUBLIC ~ECTOR ACCOUNTS 

1979, AND PROJECTED 1980-1984 AS 

SHARES OF GDP 

1979 1980 1981 1982 1983 1984 

GDP in 1979 price. 226,729 242,119 2.57,285 275,808 297,141 313,483 
(million of sucres) 
Growth Rate of GDP 5.0 5.6 6.3 :' .2 7.7 5.5 

A. Current Revenues 21.13 25.64 25.79 25.59 25.11 25.72 
Non-Petroleum 12.84 15.57 16.12 16.69 16.62 T7.f7 
Petroleum 8.29 10.07 9.67 8.QO 8.48 8.85 

B. Current ExEenditures 16.04 18.27 18.23 17.87 17.53 17.93 
Wages .- 7.25 10.05 TO":Oo' 9.82 9Sf 9.63 
Goods &services 5.98 4.37 4.25 3.85 3.43 3.44 
Transfers 0.13 0.25 0.24 0.23 0.21 0.21 
Interest on Debt 2.68 3.60 3.75 3.93 4.27 4.66 
(Domestic) (0.58) (0.63) (0.66) (0.68) (0.69) (0.73) 
(External) (2.10) (2.97) (3.10) (3.30) (3.57) (3.93) 

C. Current Account 5.09 ~ 7.56 7.72 7.58 7.79 
Saving (A-B) 

D. Capital Revenues .Q..:..~ 0.54 0.50 0.47 0.44 0.41 

E. C~E; t~r,enditure 9.40 11.68 12.13 11.95 11.64 11.35 
Real lu._ .. tment 9.12 10.00 10.24 10.57 10.71 10.82 
Financial Investment 0.28 0.76 0.72 0.65 0.59 0.53 
Transfers 0.92 1.17 0.73 0.34 

F. Deficit (-) or 
SUrplus ~+5 =1.:2.!. ~ -4.06 ~ -3.63 -3.14 

Memo 
Total Revenues 21. 73 26.18 26.29 26.06 25.55 26.13 
(-A+D) 
Total Expenditures 25.44 29.95 30.36 29.82 29.17 29.28 
(- B+E) 

SOURCE: For 1979, see Table~; for 1980-84 CONADE data bearing data of 11 January 
1980 (differs somewhat from data presented CONADE, Plan de desarrollo economico 
y social version preliminar~ Torno I. Vol.3.D. VY_J'~-



TABLE IV.6 

PROJECTED INCREASE IN PUBLlC SECTOR NON-PETr.OLEUH CURRENT REVEmJES AS RESULT OF LEGAL AND !DHINISTRATIVE 

MEASURES (In Millions of 1979 Sucres) 

.!1!Q. 1981 1982 1983 1984 Total 

Tax Revenues 

a. Administrative Reforms 2,254.4 2,431.5 2,612.1 2,826.7 3,059.2 l3.183.9 

b. Legal Reforms 688.2 1,796.0 3.330.5 3,833.1) 4,362.2 14,010.5 

c. Sub-total 2,942.6 4,227.5 5,942.6 6,660.3 7,421.4 27,19'.5 

Rates and Prices 

a. Adlllinistrative Reforms 225.0 246.0 369.2 499.2 621.8 1,956.3 

bl Legal Reforms 3,389.4 3.855.7 4,412.7 5,071. ~ 6,285.9 23,015.6 

c. Sub-total 3,614.4 4,101. 7 4,781.9 5,566.2 6.907.7 24,971.9 

Total 6,557.0 8,329.2 10,724.5 12,226.5 14,329.1 52,166.3 

Public Sector 
Current Revenues 

--Without 
Discretionary Revenue 
Measures 31,145.0 33,147.0 35,300.2 37,167.9 39,486.9 176,247.2 

(Growth Rate %) 7.0 6.4 6.5 5.3 6.2 

-- With Discretionary 
Revenue Measures 37,702.2 41,476.2 46,024.7 49,394.4 53,816.0 228,413.5 

(Growth Rate) 29.6 10.0 11.0 7.3 9.0 

SOURCE: CONADE, -Nan de Desarrolloeconomico y social 1980,1984, capitulo II, pp.110-119. , -'0 • ':f 
N. 
\liN 
0> .... 
N 
(J\ -
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For a 5.5% p.a. growth of GOP instead of 6.5% as projected by 
the Plan the calculation would be a8 follow.: 

(i} 
(H) 

public sector saving 
less external debt amortization 

(iii) plus public sector utiliz4\tion 
of external credits 

(iv) plus net borrowing from 
domestic banking system 
equals public sector investment 

$3,076 million 1/ 
$2,818 " -
$ 258 " 

$4,007 
$4,265 

$ 343 
$4,668 

" 
" 

" • 

5817 - 4668 
5817 equals a 20.8% reduction 

F. Conclusion 

At global level, the. financing available for the 1980-84 public 
sector investD'Jent program will probably be £Ihout 20% less than the magni­
tude projected in the official development plan even with a continuing 
and consistent effort by the GOE to increase public sector current revenues 
~ria improved. tax administration, discretiol'.ary tax measures, and other 
measures to maintain the profitability of state enterprises. A shortfall 
of this amount is unlikely to create (or worsen) the real-world counter­
part problem. The key to the timely provision of domesti.: counterpart 
financing resides in the administrative innovation presently being imple­
ment by the GOE uhich, in effect, will prevent the usual side-tracking 
and dispersion in the provision of central government co~nterpart 
resources. This innovation is administratively tied to external debt 
management and underscores the GOE's desire to improve the term structure 
of external debt through increased resou~ce to IFI financin~. In addition. 
the magnitude of ext/1rnal borrowin~ plahned bv the GeE exceeds what can 
be accomplished on a pro;ect-specific basis. and debt refinancin~ . credits 
will undoubtedly also provide a substantial portion of GOE counterpart 
fundin~. 

1. In this case projected comulative GOP for 1980-84 equals s/. 1,334.9 
billion ($53.4 billion) and 5.76% of this sum is $3,076. 
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PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

' .... ct Tille, Nv.Nt: Integrated Rural fJevelopment (Agriculture), 518-0012 

MARRA TlVE SlJMMAR'( 

,' .. _ • s.c,. G .. I: The ...... ";.cti". 10 

wWeII ......... ' cMIrI_le.: (A-I) 

Increase production, employ­
ment, and incomes, and other­
wise improve the well-being 
of the rural poor. 

':>BJECTIVEL Y VERrFIABU: II'VICA TORS 
........... f Go.! Ach ___ t: (A-2) 

Each IRD project under­
taken will have objec­
tives for income, produc­
tion, and nutritional 
status improvements by 
participating farmers 
(See individual project 
(fes CriptiODS) • 

MEANS OF VERifICATION 
CA.]) 

A system has been designed 
and will be established in 
the IRD project areas 
through which selected 
farmers note input, produc~ 
tion, and marketing data 
for crops and vegetables. 
From this information, 
conclusions on production 
and income effects can be 
drawn; Likewise, selected 
mothers will weigh pre­
school children on a regq­
lar basis to gauge nutri­
tional progress. 

ANNEX C 

.... ORTAHT ASSUMPTIONS 
Aa ....... f ................ &: (...., 

1. Continuation of the CO! 
commitment to eliainate 
rural poverty and to 
increase agricultural 
production, particularly 
through the aechanis. of 
integrated rural develop­
ment projects. 

2. A political environaent 
conducive to conducting 
an integrated rural develop 
ment program of this nature 
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PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORK 

518-0012_ "ejec' TI.Ie' ......... : Integrated Rural Development (Agriculture), 
"'----...,N"'"AIt=R:-:Ac::T:-::::IV~E=-=51,..".:-:-Ij,..,.W:-:R:-:~-:-· ----, OiUECilVEL YVERIF 'iA8UJi~boT..:0I'<=-=-S~~::::::""~'£':'C'"AH""S::-.. ""'0f"""""V"'E""R-IF"'"IC~A""T""IOI"";-

' ..... '''''': (1.1) C-di'i' .... Ih., .iII ... die.,. puopo •• h........ (8·3) 
ochi..".~ En.o'·P,ojec' "atu.. (B.2) 

Help the GOE institutionalize 
its integrated rural develop­
ment (IRD) mechanism, particu-, 
larly through i&plementing 
and planning replicable IRD 
field projects which initial­
ly emphasize agricultural 
develop~nt activities. 

1. The GOE institutional 
mechanism in place 
and functioning. 

2. The GOE implementing 
at least one other IRD 
project, not funded by 
AID, through this 
mechanism. 

3. The two AID/GOE-fi~ 
nanced IRD pro;ects 
underway anti fl.jction­
ing according to plan~ 

4. The Jipijapa IRD proj­
ect planned and ready 
for financing. 

5. At least two other IRD 
projects planned 
through the IRD mecha­
nism. 

The annual evaluations are 
designed to look at the 
functioning of the mecha­
nism as well as at macro 
and micro-level progress i 
in each of the IRD projects 
financed. 
See Section IV.B. of P~. 

ANNEX C 

1. Top-level GOE ca.mitment 
to establish a strong III 
coordinating mechanisa. 

2. Willingness of other GOB 
agencies to participate 
in and make commitaents 
to IRD program. 
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PROJECT DESIGN SUMMARY 
LOGICAL FRAMEWORIC 

.... lee.T .... & ....... : Integrated Rural Development (Agricultll.Te), 518-0012 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFlCAnON 

A. At the mechanism level: 

1. Rural Development Secre­
tariat operating, with 
IRD planning, evaluation 
implementntion, training 
and evalLation units 
supporting IRD project 
efforts. 

2. CRH able to effectively 
participate in IRD proj­
ect planning. 

3. Functioning Region 4 
development authority. 

B. At IRD project level: 

Each Ir~ project has output 
indichtors (e.g., hectares 
planted with fruit trees, 
kilQmeters of canals built). 
These are detailed in the 
project descriptions and 
supporting documents. 

Project records and evalu­
ations. 

Adequate hu.an resources 
assigned to RDS and partici­
pating institutions. 



PROJECT DESIGN SUMMARY 
AI ........... ,. 

lOGICAL FRAMEWORK 
Integrated Rural Development (Agriculture) - 518-0012 ....... , .... & ..... _. 

..,.. .......... 1' I 

HAltRATIVE SUMMARY OfUECTIVEL Y VERIfiABLE 1t«>ICATORS MEANS Of VERifICATION 
....,1_-,_1 ... T .... (T,.. .... Q_lIty) (0-3) 

(0-2) ($ 000) 

(This project only) 

AID GOE 

Loan Grant Project Records 

A. Assistance to RDS 550 850 1,548 

B. Regio~al IRD Planning and-
TA 160 388 548 

C. Salcedo IRD Project 2,988 300 :;,723, 

D. Quiaiag-Penipe IRD Project 4,151 300 5,984 

E. Inflation and Contingen-
cies 1,951 162 697 

Total 9,800 2,000 12,500 

(See Table III.10 for item 
breakouts) 

ANNEX C 

Li .... P,~ 
F ... FY ~ ten ~ 
T .... u. s. F-~·:!n:!iB:l1~.~~'fooolii: DeteP' .... e4: _'·ffi- z __ ~ 

PAGE. 
IMPORT ANT AUlM'TICINI 

No undue bureaucratic or 
technical delays in ~he 
provision of Project inputs 
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ADDITIONAL PROJECT D~tAILS AND ANALYSES 

1. Rural Roads 

New road and bridge conscructic)D will occur only in the Quimiag-Penipe 
lRD project. Three short road se~Dent totalling approximately ten kilo­
meters will be built. As shown on the map on the following page~ the 
new road segments are: (1) a four kilometer segment from Paculpala to 
Leon8o; (2) a four kilometer Jegment from Gusu to lnquisay; and (3) a 
two kilometer segment from Quimiag to Tumba. 

The two segments of 4 kilometer will provide vehicle access to small 
indigeneous communities in the upper highlands. The two kilometer segment 
will provide improved, all weather access to the market center of Quimiag 
for several small villages. 

The constructioa will be administered by the Provin~ial Council of 
Chimborazo with design and technical supervision provided by the Ministry 
of Public Works pursuant to normal GOE operating procedu.,g for class four 
roads. The Council also will be responsible for subsequent maintenance. 
The following design criteria will be used: 

-Width of road compacted by pneumatic roller 
-Minimun thickness of compacted layer 
-Maximum gravel size 
-Width of shoulders 
-Maximun gradient 
-Minimup.! horizontal curve radius 

4.0 m. 
30.0 C1'l. 

7.0 cm. 
0.60 m. 
10% 

30.0 m. 

There are two alternative types of surfacing. For purposes of cost 
estimation, the Project assumes that the Quimiag-Tumba road will be 
cobblestone and the other two segments will be gravel. The following 
are the cost estimates using current Ministry of Public Works figures 
for each type of surface. 

COST ESTIMATE (Per KM or Road) 

ALTERNATIVE No. 1 GRAVEL ROAD 

Total width 
Subbase 

5.20 tr.. 
30.00 em. 

Item Unit 

Clearing and Grubbing ha. 

Amount 

1 

Unit Price sf. 
5,000 

Total Cost 

5,000 
216,000 
40,000 

120,000 
90,720 
36,000 
7.200 

Unclassified Excavation 
Rock excavation 
Sub-base material 
36" Culvert Pipe 
Class E Concrete 
Excavation for culverts 

M3 12,000 
M3 500 
M3 1,200 
L.M. 24 
M3 20 
M3 60 

J,8 
(30 

100 
3,780 
1,800 

120 

COST PER KILOMETER TOTAL S/.5l4,9::0 
($ 18,390) 
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ALTEBNATJVE No. 2 COBBLESTONE 

~ ~ Amount Unit 

Clearing and grubbing ha. 1 
Unclassified excavation M3 12,000 
Rock excavation M3 500 
Cobblestone M2 5,200 
16" Culvert Pipe L.M. 24 
Class B Concrete M3 20 
Excavation for culverts M3 60 

COST PER KILOMETER TOTAL 

TYPICAL CROSS SECTION OF RURAL ROAD 

.i 1.00 ... .I ______ . __ 400"" _____ .I. IC.,"" /. 

I ""ualo : . R['~G;O 

! 
~_ 200... I to:l,. , ... , 

"'(

TALUD y~.!§:ili..--'-"--;--"- :0;;;::;;;: 

~, I 1----.-" I c ~i f> 
->- "', ",-:JiII'. . 

""" '" "<AI -- I G.I!}... ,~, ........... ~ .... 
.... '" "ELLENO 

SEC CION TIPICA 4 

1."1110' 

<D SUPlllflelC 01 IUIIIAJAIITI ~&CTAOA 

® SUI-UII " ... __ 1_' 

(!) CUIlETA "'VUTIOA 11 .. "_._1 

Price 

5,000 
18 
80 
45 

3,780 
1,800 

120 

Sf. Total Cost 

5,000 
216,000 
.40,000 
234,000 
90,720 
36,000 

7,200 

S/.628,920 
($ 22,461) 

IIOT"" ., ~AIIA T""1I01 LAIIIOI, 0«. EIIUIICHAIISI LA ~ _ ~II 111"'1101 01 INCUIJITIIO 01 10 11ft. 
01 LAllGO I ..... ",'"SlCIO'" CON n~AClANIIHTD UIIOXillloOO 01100 ant. III TIIIIIC1ID LLAIICI, 110 IITI. III 
1'11111[110 OIIDULADO , ,5(, lIlTS. EN 1'I1I1I[NO _T,jjOlO • 

., COIlO IllIILA M"!IIaL, ~[ CUANOO LA_III,n LO .. IlVOINAL SU _ 014% , ... IL !lAn­

IlIAL '" StTIO IIA IIII) •• O"A'LE. 

As shown in the map, four small reinforced concrete bridges will be 
built on exis ting roads in the Quimiag-Penipe project. One, just North 
of Pungal Grande will replar.e an existing structure which has deteriorated 
to the point of being unsafe. The other two will provide river crossings 
in lieu of fords. The following are the design criteria and cost e.tima­
tes using Ministry of Public Works figures. 



.ill!! 
Bridges (2) 
Bridges 1 

1 
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REINFORCED CONCRlTE BRIDGES 

DESIGN CRITERIA 

Widt3 of bridge 
Slab thickness (T-beams) 
Load 8-10 

COST ESTIMATE 

Length Cost/m 
~m2 ~S/. 'OOO~ 

8 20.0 
10 24.0 
15 32.0 

TOTAL 

4.26 m. 
0.14 m. 

(5/. '000) 

320.0 
240.0 
480.0 

1,040.0 

AmotlCt 
Total 

~US$ '0002 

12 .. 8 
~. 6 

19. 2 

41.6 

Road improvement is to be carried out in bClth IRD project areas. 
Depending on the present conditions of the various road sections, the 
improved surface would either be cobblestone or gravel. In either case, 
dr.a.inage works also will be a part of the improvement. A total of 100 
ki:Lometers of road improvement work, equally divided between S.Ll.cedo and 
Quimiag-Penipe is estimated as necessary. The Ministry of Public Works 
ad'IJ'ises that approximately $7,500 equl.valent per kilometer should be 
estimated for work of this nature. 

AID's contribution to the road improvement activities in pal't msy be 
madl~ through the financing of equipment that will be tumed over to the 
Pro"incial Councils. Specifically, two dump trucks and one motor grader 
are being considered."" The first year implementation plan will lIlY out 
more precisely the manner in which the contribution will be provj'.ded. 

In sum, the cost estimates for the rural roads components for the two 
IRD proj ects is as follows: 

Length Cost/Km Total Cost 
New rc:'ads (Km) (US$) (US$) 

Puculpala-Leonan 4.0 18,390 73 1,560 
Gusu-Iilquisay 4.0 18,390 73,560 
Quimiag-Tumba 2.0 22,461 44.lli..-

Sub-Total $ 192,042 

* Any s';-lch~"'!'do-l:-:lar procurement will reduce AID's local currency contribution 
. to tht:l road construction component. The local contribution would be in­
cre .. ,ld accordingly so that no additional AID funds would be required for 
this clOlllponent. 



Brid, .. 

eight meter spans (2) 
ten meter span (1) 
fifteen meter span (1) 

Road Improvement 

50 Kms. at $7,500/km 

Sub-Total 

Physical contingency 

Total Quimiag-Penipe 

Salcedo 

Road Improvemen t 

50 Kms. at $7,500/Km 
Physical Contingency 

Total Salcedo 

2. Community Centers 

Annex D 
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12,800 
9,6i.." 

19,200 41,600 

375,000 

$ 596,242 

U,358 

$ 640,000 

$ 375,000 
25,000 

$ 400,000 

The Project will finance the construction of community centers 
in 28 comunas of Salcedo and 13 comunas and 3 parishes of Quimiag-Penipe. 
In addition, funds will be provided for improvements and rennovations of 
existing centers:hroughout the Project site. 

The community centers would be permanent structures of approximate­
ly 72 square meters with a central hall for meetings and training, storage 
facilities, and a small office (see drawings attached). The design would 
be prepared according to standards already develop~Q by the Ministry of 
Agriculture (HAG) and found acceptable to AID. The construction details 
are as follows: 

Foundations - Foundations would be of cyclopean concrete, consisting 
of 60% plain concrete and 40% hard coarse stones not less than five inches. 
Footings for columns should be reinforced concrete. 

Superstructure - Columns, beams, lintels and beam tiu would be 
of reinforced concrete. 

Wall Masonry - Walls would be constructed with bricks locally provided. 
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Roofing - Corrugated asbestos cement roofing sheets would be 
placed over roof trusses with steel. framing. 

Windows and Glass - Angle and T type iron windows would be used. 

Each community or comuna would be responsible for providing an 
adequate site and mobilizing community labor as local contribution. MAG 
engineers will supervise construction. The unit cost estimates are: 

Basic construction 
Engineering, supervisi-:-u. 
and contingencies 
Total base cost 

Sucres 

260,000 

3,440 
294,400 u US$ 10,500 

In addition to the 44 new centers to be constructed, it is estimated 
that an approximately equal number of community facilities of one sort or 
another will be candidates for improvements, rennovations, etc. An esti­
mated 2~ are in Salcedo and 16 are in Qu!miag-Penipe. The Project budgets 
$2,000 per facility or a total of $100,000 for this work. 

The cost estimate for the community centers components for the two 
IRD project sites is as follows: 

ITEM -
Salcedo 

Construction of New 
Community Centers 

Improvement/Rennovation 

Total Salcedo 

Qu!miag-PeniP,e. 

Construction of New 
Community Ce~ters 

Improvement/Rennovation 

Total Quimiag-Penipe 

TOTAL PROJECT 

No. 

28 

28 

16 

16 

Unit 
Cost 

10,500 

2,000 

10,500 

2,000 

Total 
Cost_ 

$ 294,000 

56.000 

$ 350,000 

168,000 

32.000 

$ 200,000 

$ 550,000 
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3. Salcedo Input Supply~rketinl facility and Nursery 

Funding will be provided for the construction of an input supply/market­
ing facility to service the Salcedo Project area. The proposed facility 
is designed to handle the volume of input-supply needs (fertilizer, seeds, 
herbicides, pesticid~'s, animal vaccine, etc.) and the expected i:lcrease 
in the production of fruits and vegetables. In addition, this facility 
will serve the office needs of the IRD project staff. 

The design details include a simple structure of 45 meters long by 20 
meters wide and divided according to the following uses: 

Markedng 
Input supply 
IRD office 

Total 

500 m2 
150 m2 
250 m2 

900 m2 

The design criteria and construction features will be similar to those 
used for the community centers, described in the previous section. The 
cost estimates are as follows: 

A. Construction 

1. Marketing Center 500 m2 at $ 130 m2 
2. Input-Supply 150 m2 at$134 m2 
3. IRD office space 250 m2 at SL35m 2 

Subtotal 

B. Equipment Marketing Center 

1. Truck scale 
2. Two sorting tables at $ 250 each 
3. Two roller conveyors at $ 1,000 each 
4. FOtr platform trucks (\t $ 250 each 
5. Two platform scales at ~ 3,000 each 
6. Packing equipment 
7. Fruit cleaning and washing facility 

Subtotal 

c. Equipment Input Supply 

1. Refrigerator (for vaccine) 
2. Stands 
3. Scales: 

a. Platform 
b. Beams 

Subtotal 

$ 65,000 
20,100 
33,750 

$118,850 

$ 

$ 

25,000 
500 

2,000 
1,000 
6,000 

500 
750 

35,750 

500 
1,000 

500 
50 

$ 2,050 
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D. EquipMnt IllD Office 

1. Calculators-Desk 
2. 'r.ro manual typewriters 

Subtotal 

Total Costs of Construction and Equipment 

$ 

$ 

100 
250 

350 

$157,000 

The GOE contribution of $19,000 will cover th2 acquisition of a site 
for the facilities which will be located near Salcedo. 

Under the Salcedo IRD project, a fruit tree nursery for 100,000 seed­
lings per year will be provided. AID will finance the total investment 
costs on an r~isting MAG site. A detailed budget for the supplies and 
equipment f~llows: 

1. Seeds and seedlings 150,000/year 
2. Back-pack sprayers (4 five-gallon capacity 

at $ 125 each) 
3. Power sprayer (twenty gallon capacity) 
4. Post-tree hole diggers (20 at $ 20 each) 
5. Water reservoir for 2 hectares of nursery 

and 20 hectares o~ demonstration plots 
6. Safety masks and replacement parts (20 at 

$ 20 each) 
7. Prunning Shears \20 at $ 10 each) 
8. Heavy Duty tree trimmers (2 at $ 50 each) 
9. Replacement ~lades for tree trimmers (10 at 

$ 10 each) 
10. Tractor (35 hp) plus attachments 
11. Greenhouse 50 m2 
12. Pick-up trucks (3 at $10,000 each) 
13. Fencing fer entire ar~a 
14. Irrigation equipment 
15. Safety Cabinets (4 at $1,000 each) 
16. Small Dispatching Unit 
17. Pots, hoes and spades 
18. K~scellaneous equipment 

$ 75,000 

500 
600 
400 

5,200 

400 
200 
100 

100 
15,000 
13,000 
30,000 
15,000 
4,000 
4,000 
5,500 
6,000 
2,000 

$117,000 
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4. Qu!miaa-Penipe Fruit Tree Nursery and Marketina Centers 

A fruit tree nursery with a capacity to serve the needs of the 
Qu!miag-Penipe project area is being proposed as part of the field ac­
tivities. A detailed budget for this nursery follows: 

I. 
2. 

3. 
4. 

5. 
6. 
7. 
8. 
9. 

10. 
II. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 

Land (2 hectares of nursery with irrigation) 
Land (20 hectares for demonstration with 
irrigation) 

Seeds and Seedlings (45.000/year) 
Back-pack sprayers (4 five gallon capacity 
at $125 each) 

Post-tree hole diggers (20 at $20 each) 
Water reservoir for 2 hectares of nursery 
Safety Masks & Replacement parts (10 at $20 each) 
Pruming shears (20 at $10 each) 
Heavy· duty tree trimmers & Replacement blades 

(2 at $100 each) 
Tractor (35 hp) plus attachments 
Green-house 50 m2 

Pick-up trucks (2 at $10.000 each) 
Fencing for entire area 
Irrigation equipment 
Safety cabinets (2 at $1.000 eac.h) 
Dispaching unit 
Pots, hoes & spades 
Miscellaneous equipment 

Total Nursery costs 

$ 8,000* 

80.000* 
33,750 

500 
400 

5,200 
200 
200 

200 
15,000 
13,000 
20,000 
15,000 

4,000 
2,000 
5,500 
6,000 
2,000 

$210,950 

In addition to above five marketing centers will be conatructed 
utilizing MAG construction standards described above. The coat eatimate 
for these marketing centers are the following: 

A. 

B. 

Construction costs 
5 office space (50 m2/u a 135 m2) 
5 marketing center (160 m2/u a 130 m2) 

Subtotal 

Equipment 
1. ten sorting tables ($250/each) 
2. five platform trucks ($250/each) 
3. packing equipment 
4. five roller conveyors ($l,OOO/each) 
5. five scales ($750/· ,ch) 
6. office equipment 

Subtotal 

* GOE contributions 

33,750 
104,000 

$137,750 

2,500 
1,250 

500 
5,000 
3,750 
2,300 

$ 15,300 



C. eo..unity contribution and .ite. 
Total co.t. of marketing center. 
GO! contribution 
AID contribution 
Total co.t. of Marketing Center and Fruit 
tree nuraery 

5. Irrigation 
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$172,000 
325,050 
260,000 
276,000 

$536,000 ---
a. Work in th~ Quimiag area would con.i.t of water catchment at Rio 

Blanco about 3,405 meters above sea level, construction of about 16.7 Km. of 
main canals (open-channel), and 2.3 Km. of tunnel .tructures. The Penipe area 
would benefit from the completion of a principal canal of 6.5 Km. and two 
.econdary canals, one of 4 Km •• and the other of 6 Km.. Water intake would be 
.about 2,800 meters above sea level. 'The canals ar.d the principal irrigation 
.ites are identified on the taap on the followiag !~age. Service road. would 
also he coustructed. 

Also included is a map of the Salcedo Project area with the sites for -
AID-financed irrigation activities identified. The technical description for 
the Salcedo irrigation activities is provided in a sep~rate, unattached Annex. 

'The irrigation facilities ~ave been designed using standard INERHI cri­
teria for civil works, based on 1:2,~OO scale maps with 1 meter contour inter­
vals. The minimum river flows sati8~y the irrigation water requirement of the 
areas even with water losses estimated between 5-20%. Water requirements 
details and river flow estimates have been reviewed and are in Ilf.ERHI and 
USAID files together with plans and drawings. 

b. In addition to the irrigation activities proposed in Quimiag-Penipe, 
the Project will finance a series of irrigation interventions in the Salcedo 
area. Designed to improve the small farmers' water resource base, these acti­
vities will include providing partial financing to INERHI to de.ign and con­
struct the water distribution system of an on-going GOE project in the ea.t­
central part of Salcedo - "Davalos - Chiriboga." the objective of this 
activit~ will be to provide irrigation water to an area of 495 hectares at an 
estimated cost of $565 per hectare for a total cost of $280,000. This cost 
estimate is based on standard INEHRI design criteria for these works adjusted 
to reflect topographical conditions in Salcedo. 

The project will also provide partial financing of studies for the 
Nagsiche irrig~tion project now estimated at about $15,000,000. Previous 
INEHRI experience on conducting similar feasibility studie. account for 1% of 
total estimated project costs. For the purpose of .rriving at lirm co.t e.ti­
mate, therefore, the 1% indicator was used to arrive at the $150,000 figure. 
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~ indicatld in thl fol1ovin, tabll, the irri.ation activitie. viii 
includl a 'Iril' of low-co.t .y.t .... uch a. linin, canal., iaprovin, divlr­
.ion .tructurl', and ,roundvater developaent. Traininl of IK!HlI technician. 
in lov-co.t irri,ation .y.te •• vill al.o be a .. jo~ activity of the Projlct. 

Thl ,roundvater development cost e.timete. are ba.ed on previou. IM!HlI 
e.perianca in Salcedo abd ,anerally in the Cotopaxi province. Total .y.t .. 
co.t. ara e.ti .. ted at $72,000 each; it will be capable of puapin, 60 1/.ec of 
vater and .erve the need. of about 128 hectarel. Up to 20 .y.t ... will be 
financed under the Project for a total eltimated COlt of $1.44 million. 1m­
provin, conveyances by lining canals have been e.ti .. ted at $15 per linear 
meter and the diversion .tructures at $60,000 for about 16 kilometer. of 
canal.. A detailed budget for these activities follow.: 

Salcedo Irrigation Cost E.timate. 

Total AID GOE 

A. Di.tribution Sy.tem 
Davalos-Chiriboga 
425 Hectare. @ $565/Hectare11 280 168 112 

B. Nag.iche Fea.ibility Study21 150 90 60 

C. Low-Co.t Irrigation 
Improvements 
1. Groundwater Development 
(20 .y.tems @ $72,000) 
per system with capacity 
of 60 Lts/Sec per system) 1,440 670 770 

2. Lining of Canlas 
(16 Kilometers 
~$15,OOO/meter 240 144 96 

3. Improving Diversion 
Stru~turer on 16 
kilometer. of canal. 60 36 24 

4. Training of INEHRI 
Technic:ians in low-co.t 
method. 

long-term 240 160 80 
short-term 65.2 40 25.2 

2,045.2 1,050.0 995.2 

~~ Cost e.timate. ba.ed on lNEHRI calculation. 
E.timated at 1% of expected project co.t •• 

for project aru. 
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Typical .ections were adopted for the distribution system. Ulinl rat .. 
of discharge from 100 liters per second and 1 cubic meter per second. 
Deaisn criteria used for the canals were: 

Lateral slope 
Relationship bedding course to depth 
Thickn£ss cf soil cement revetment 
lWnning roughness coefficient (n) 
Minimum velocity 
Mal:imum velocity (full capacity) 

1.5:1 
0.1:1 (approx.) 
10 CiT. 

0.016 
0.40 m/sec. 
1.0 m/sec. 

Lateral slopes for silt-sand soils are 1.5:1 for soil cement revetment, 
thus reducing water losses. Excavation and embankment for canals are 
nearly balanced. The sizes of the canals are as follows: 

Discharge Velocity b d s slope 
m3/sec. m/sec. ~ (m) (m) _n/Km 

0.10 0.48 0.25 0.30 0.20 0.70 
0.20 0.54 0.30 0.40 0.20 0.60 
0.20 0.52 0.40 0.50 0.25 0.43 
0.50 0.56 0.60 0.60 0.25 0 .. 35 
0.71 0.53 0.30 0.70 0.25 0.30 
1.00 0.56 1.00 0.30 0.25 0.27 

The secondary canals would deliver water to cooperatively organized 
"modules" within which the farmers organized in water useIS association ane 
assisted by INERHI engineers would build the internal distribution 
systems. On-farm works within the "modules" would consist of irrigation 
ditches, small distribution structures and pipes where required because 
of steep.~~opes. 

INERHI would be responsible for the design and construction of the 
major irrigation works. Final revised plans would be approved by AID. 
INERHI's cost estimates for the Quimiag-Penipe irrigation activities are 
shown below. The cost estimates for the Salcedo irrigation activities 
are in an unattached annex distributed separately. In addition, selected 
excerpts from INERHI's planning documents showing typical structures are 
attached. 
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Quiaial Project 

Intake 
Distribution canal 
Tunnel 
Main canal 
Distribution System 
Culverts 
Side ditches 
Administration 
Physical contingencies 

Subtotal 

Penipe Project 

Tunnel 
Irrigation system 
Administration 
Con tingencies 

Subtotal 

u.s.$ 
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'/)lillion 

3.30 
6.80 

32.40 
13.10 
22.00 

4.00 
4.00 

10.00 
6.60 

102.20 

2.49 
5.69 
1.00 
0.73 

9.91 

Sf. 112.11 

4.484 
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Intake Structure Croll Section. 
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Tunnel Structure 

",-' 
"lOR FACI!.It'AD DE TL\MJO SE TO~i.~ LA SICOIE~"'It SECCIO~ 

J 1.20 ., 
iH4-' ~~--f.'( 

. -

PAPA LOS RIOS PIeRE Y TAr~p 

'TOTAL - 2.51.2 

Por metTo - 1.88 + 2.4 + 1.2 • 5.48 

V. 2 .• 57 1213 

-. 
C/Vol.·= 2.57 x 450 = \.156.50 

A • S.'S x 1 3 5.48 0 2 
, .• 5.~e.x 0.10 = 0.~5 c 1 
C/vol. = 0.55 x 915 • 50).3 
Coato Total/mi. = 1.659.80 

Costo/=1. de ~an8l 

Excavaci6n 

necubrim1ento 

210 19. 1: J: 6 
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S. Project Description of the National Rural lraininl System 

(Draft translation from Spa~i8h) 

t. Present Problems of Rural Traininl 

The problems that are presently affecting rural training and that have 
become serious constraintq to the overall rural development effort are 8~ 
marized as follows: 

1. General Policy Aspects 

In general. rural traini.ng progrl.i1llS have been planned and imple­
mented outside the national development plans. This has been evidenced by 
the lack of adequate and specialized rural education planning efforts, and 
by the lack of democratization of' the educational system. On the other 
hand, there has been a serious ls.ck of a national integrated rural develop­
ment policy where trail"ling is inc:luded as a fundamental component. 

These deficiencies have led to a highly unstructured situation 
where rural training activities have sometimes been viewed as peripheral. 
At other times, because of the l':lck of linkage to an o'"erall strategy these 
activities have not gone beyond the purely educational .:'\spects and have not 
permitted that such educational E~pects be part of an overall strategy 
aimed at t:he achievement of continuous change and mobility. 

2. Institutional Aspects 

The problems noted abovE~ create an institutional chall~nge. At 
present, there is a total atomizntion of training activities. Many entities 
carry our training programs, but with little or no coordination among them. 
Consequently each institution han implemented its own version and concept 
of training, thus creating contrlldictions among institutions and a great 
loss of resources and efficiency .. 

3. Contents 

The Rural Training Prog"rams that are presently being implement~d 
are generally characterized by their rigidity and by the fact that they are 
imposed from above by a centralized represe~tative. These programs leave 
little margin for their adaptation to the needs and charactedstics of each 
situation. Generally, such Programs are based on descriptiv. and academic 
educational content aimed at transmitting values as fixed schemes. In sum, 
the absence of prior research efforts prevents the educational content from 
providing concrete answers to specific problems. The tasks and occupational 
roles of the farmers are unknown, so there is no real basis for planning the 
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traininl proce... There is also no knowledge of the real and potential 
labor aarket of any liven area. 

4. MethodololY 

The methodology employed seeks to eJtablish a vertical relation­
s~~p between the teacher and the student. This process allows for little 
or no participation or creativity by the student in the educational process. 

In traditional teaching, there is no systematic use ~f the scien­
tific research method. The individual social and cultural differences are 
not always addressed, and no techniques are introduced for generating a 
participatory process in the development of knowledge. 

5. Didactic Materials and Means 

There is little or no develop~nt of educational technology that 
is appropriate to the local situation. At lhe same time, communications 
media are either poorly employed or not employed at all. Local human and 
material resources are also inadequately utilized, and complementary 
materials are often completely lacking. The tendency is to utilize stereo­
typed communications media that are alien to the local culture, instead cif 
using more traditional means relying on local folkways. 

6. Culture 

There is no clear policy that respects the characteristics and 
development of cultures. In general, there is a tendency to impose the 
urban culture on rural areas. Urban officials often choose to ignore or 
disdain the values of a multi-ethnic society; they also refuse to learn na­
tive languages so as to better understand such values. 

7. Participation 

In general, there is an absence of adequate actions aimed at en­
couraging popular participa~ion in the devalopment of knowledge and in the 
decision-making process. This problem iR further aggravated with women -all 
of whom are practically outside the educational process. The trend is to 
benefit male groups preferably or exclusively. This practice only reinforces 
women's marginal position in society. Such a situation should be overcome 
as part of the general national development process. 

8. Beneficiaries 

In the few rural training programs being carried out efforts are 
concentrated in "leadership training." These programs have led to the con­
solidation of a vertical power structure, where economically "better-off" 
campesinos become an "elite" inside the campesino organization through their 
increased knowledge. Evidently, this implies that the great majority of the 
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p.ople il left lar.ely outlide the education process; it also i~lies the 
lubordination of rural organizations to •• dect "educated" group and to 
the private inter.,ts of such a group. TIle trained leaders, however, do 
not necessarily represent the interests of the majority. Thua, it becomes 
difficult to establish dialogues and consensus between popular organization 
and govarnaental institutions. Furthermore, the problem delcribed above 
prevants the establishment of a true democratic process based on the 
participation of the majority of individuals within a community. 

9. Professional and Technical Training of Instructors 

Lack of competent trainers is one problem facing rural training 
programs. In this respect, there i.s a complete lack of coordination and 
linkage between intermediate and higher professional training and the 
specific needs of the rural areas, especially those of campesino groups. 

The term "competent traint:rs" iDterest not only professional train­
ing and specific technical abilities. It also refers to trainers' in-depth 
knowledge of the rural situation and popular culture, and to a commitment 
to change existing relationships. The trainers should follow a post­
graduate training process where, in addition to basic methodology, they 
wOl'ld be equipped with the tools to analyze the rural situation and to 
define their own role in the development process. 

A parallel problem in rural training is the lack of linkages between 
professional and technical training centers and institutions involved in the 
rural sector. Consequently, each organization, by error or design, competes 
in hiring professionals to carry out isolated and uncoordinated technical 
training pro~:::ams. 

II. ~ c!neral Aspects of thE! Project 

This project represents the training component contemplated in Govern­
ment of Ecuador plans to implement its Integrated Rural Development programs. 
The goal is to support the National Rural Training System, within the National 
Subsystem for Integrated Rural Development (IRD). The rationalization and 
institutionalization of thE\ IRD is the fundamental concern of the present 
gove rnmen t. 

The project is aimed at the individual and collective development of 
human resources in rural communities, especially in those that are more 
economically depressed. Such a process will encourage the rural poors' 
participation in their own development and in the development of the nation 
as a whole. 

The project seeks to establish cooperative mechanisma, at the 
national and local levels, among public and private institutions that 
provide technical assistance and training services for rural developaent. 
Such linkages will avoid duplication of functiclns or excessive concentration 
of services, and will define participatory prin~iples and improved technolo­
gies necessary to achieve rural development objectives. 
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III. Project Obje~tive. 

Despite the problema outlined in Section I, which presently prevent 
adequate implementation of rural training activities, the Govern.ent con­
siders training as a basic element in the integrated rural development 
process. Con.equently, the Project intends to accomplish the following 
general objectives: 

a) To support the implementation and institutionalization of a Na­
tional Rural Training System (SNCR). The purpose of the SNCR is to ra­
tionalize and optimize the USI! of resources available to different govern·· 
ment and private institutions involved in rural training. Accordingly, 
this Project will develop and implement pilot rural training activities in 
order to build the institutional capability of the National Executing 
Agency. 

b) To strengthen the mechanisms for collaboration among institutions 
that are involved in research ~ducation and extension in the rural sector, 
in ordp.r to improve the administration and delivery of services in accord­
ance with the communities' expressed needs. 

c) To ensure that the rural training activities to be undertaken, 
both within the Integrated Rural Development Projects as well as in the 
Sectorial Projects, respond to the principle of popular participation that 
the Government hAS proposed. 

d) To expedite and facilitate the delivery of technical assistance 
services to the commun:1.ties, by the different agencies involved in the Inte­
grated and Sectorial Rural Development Projects. 

IV. Training Areas 

The training areas will be determined as part of a participatory process 
in which the communities will express their felt needs. The agencies in turn 
will seek to fulfill such needs through the provisiun of improved services. 
The needs defined by the communities could cover a wide range of subjects. 
However, it is anticipated that the SNCR will provide training in the 
following areas: 

Social/Organizational Training 

To promote and encourage dialogue and creativity within the communities. 
The idea would be to allow rural groups to visualize their own development 
perspectives and to reach an organizational level that will allow them to 
successfully relate with the economic, social and polit:' .,.1 system. 

Agricultural and Livestock Training 

The objective of this type of training is to allow for a process of 
technology transfer that is adequate to the structural conditions of ~ 
sino economies. Such a process should respect and enhance c!!!pesino cultural 
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value., which in turn will strengthen the developMnt of the orlanizational 
b .. b in the rural sector. 

Kanalerial Traininl 

In order for hi. to fully realize his role .. a focal point of 
rural developllent, the caapesino should be trained in an organized fuhion 
to understand and handle the lI&Dagerial aspects of the agricultural production 
proc...... Such aspects include the input-production function l forms of 
credit and commercialization, production storage systems; the market as a 
_chania. of price detenaination, and production costs and sales. 

Basic Training 

The project should be capable of covering the training needs ex­
pre8Sed by the cOlllllUllities, which gen1!rally have to do with "survival" skills 
such as writing, reading, mathematics, legal aspects and others. 

V. Beneficiaries 

This Project will o.1Sically be limited to projects in Integrated Rural 
Development areas. It ~ould also contemplate a broader coverage, provided 
that any given project falls mainly within an IRD project area. 

The basic purpose of such projects are to serve to the poorest marginal 
population, so that they may have access to the benefits of the development 
processes generated in the regions. 

VI. rrocess and Methodology 

a) Proceas 

Inventory of resources oriented to rural development (human, 
physical, financial, methodological resources, coverage and locatio~ of 
progrl1ms, etc.) 

Reinforcem2Dt of f...dsting programs through techr.ical cooperation 
for the public sector as well as for the private sector. 

Assistance to programs that are specifically reque~ted by the 
target population. 

These 'Oeeds shall be gathered and compiled by multidisciplinary 
groups of technicians working in the field. Such technicians will be previous­
ly trained in tht! COnCf!pts of nonformal education, extension, etc. They 
will belong to differ~lt government institutions that are committed to 
regional development aud will remain working throughout the life of the 
program. In each groL~ of technicians there will be a pLrson representing 
the National Implementing Agency. The groups of technicias will also be in 
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char.e of coordinating the training activities with the other actions that 
will be carried out by the different organizations that will b. in charge 
of t.pl ... nting individual components of the integrated rural development 
projects. 

The technical field groups will be supported by the Central Imple­
menting Agency in the provision of overall gcidance and working materials. 
The Agency will also provide technical assistance to other groups or ins­
titutions (public or private) ~ho are involved in rural education. 

b) Methodology 

The project methodology will bd derived from the investigation­
action principle. It will promote the broadest participation of project 
beneficiaries in each of its phases. It will promote the autonomy of 
community decision~, in all aepects, and especially in their relation 
with institutions an~ individuals that may provide them with technical 
assistance. The project field groups will promote the development of 
leaders in each community. Such le~ders will have under their responsi­
bility the implementation of actions inside the communities, as well as 
the coordination of the supply of services from the outside. This'will 
require that the agencies participating in the projects adjust their prv­
grams to the specific d~nds of the target population. This task will be 
facilitated by the Implementing Agency, at the central as well as at the lo­
cal levels. The implementation of the above methodology will be support­
ed by the Inventory of Rural Development Resources. 

VII. Distribution of Grant Funds 

1. AID Budget ($000) 

a) Distribution Table: 

Property 
Vehicles 
Equipment 
Supplies 

Pet'sonnel 
Technical Assistance 
(short and long term) 
Local consultants and 
personnel 

Rural Training Fund 
Radio Time 
Training 
Outside of the country 
In-country 

80 
30 

40 
30 

TOo' 

80 

140 
220 

50 
10 

20 
50 

450 

81 82 83 8l, Total 
To 0'0' -0- ---so 

50 25 20 15 150 
40 40 50 40 200 

1106570 55 400"'" 

110 160 80 70 500 

120 125 80 35 500 
Fo 285 T60 ios ToOo' 

75 120 140 115 500 
15 20 35 20 100 

50 60 20 0 150 
70 100 75 55 350 

5sO 6So' SSO 350 2500 



b) It_ Break-Down: 

Vehicles: 

Equipment: 

Supplies: 

Technical Assistance: 

Consultants and 
Local Personnel: 

Fund for Rural 
Training: 
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4 for DR! projects and 1 for the 
Centr~l Agency in Quito 

80 81 
3 vehicles 2 vehicles 

Instruments for training at field 
level (cassette recorders, cassettes, 
film projectors, videos, video-cas­
settes, cameras, speakers, genera­
tors, etc. 

Stationery, communications, vehicle 
maintenance, and other materials 
for the proj ect • 

A long term consultant for two 
years, and short term technical 
assistance, as needed. 

The personnel of the Implementing 
Agency at the central and regional 
levels and short-term technical 
assistance from Ecuadorean entities, 
as needed. 

Two purposes: 

1. To support the expansion and 
adaptation of progr~ oriented 
to attend emerging needs, and, 

2. for loans to campesinos in eco­
nomically productive investments, 
if no other sources of financing 
are available. 

Possible Distribution: 

$100,000 • Loans to campesinos 

$300,000 • Expansion and adapta­
tion of programs for 
public entities a~d 
for personnel training. 



Radio Tima: 

Training: 
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For the purcha8e of radio time for 
training programs that use massive 
media techniques. 

Short-term training for personnel 
of the Implementing Agency and 
training for personnel of other 
organizations that collaborate with 
the Project, and for the members 
of beneficiary communities. ~­
phasis will be given in learning 
based on direct experience, in 
country and abroad. 

2. Government of Ecuador Budget ($000) 

Item 

Personnel 
Equipment, offices, infra­
structure 
Trainicg supplies and 
materials 
Per diem, transportation 

Total 

VIII. Institutional Structure 

Total 

500 

250 

100 
75 

ill 

In order to guarantee the efficiency of the operation of the Project, 
an institutional structure having the fc;llowing f'lO,hmental characteristics 
is required: 

1. Sufficient independence and autonomy in the administration and 
decision-making of the SNCR; 

2. Limited and efficient staff; and 

3. Capability to mobilize resources already existing in the various 
public and private institutions and to channel them in accordance with the 
requirements of Integrated Rural Development Projects. 

An institutional structure with these characteristics would be 
protected against undesired and unnecessary growth, would have sufficient 
authority to implement the project. It would also maximize the us~ of 
existing resources and ~ould achieve a reasonable level of interinstitutional 
coordination and collaboration. In keeping with the above crite~ia, the 
Project proposes the creation of the following institutional stru~ture for 
its administration and implementation. 
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A Managea.nt Unit, including the Chief of this Project, who 
will be in charge of its overall administration and implementation. Be/ 
sh. will report to the Executive Director of the Implementing Institution 
re.ponsible for the execution of the Project; and an Advisory Council, 
ca.po •• d of representatives from all Public Institutions that have rural 
training units, plus two representatives ele~ted by private institutions, 
who are involved in rural training. This Council will be in charge of mak­
ing pnlicies for the project, approving work plans, controlling the adminis­
tration and evaluation of the actions taken by the Project, and in general 
will fulfill an advisory role. 

A Central Operational Unit, composed of Research, Implemen­
tation and Administrative/Financial offices. It will be in charge ~f pro­
ject operations in the areas of its jurisdiction. 

A Field Operations Unit in each IRD project a~ea formed by 
a group of technicians from the various institutions that have action res­
ponsibilities in the project and where training is involved. The coordina­
tion of such technicians will be the responsibility of the Chief of the IRD 
project. Each IRD Project will have in its staff professionals appointed 
by the SNCR. Thp.y will be in charge of the execution of the Project at 
the local level. 

Long-term Foreign Technical assistance, which will provide 
the criteria and methodological elements for smooth execution and admi­
nistration of the Project. It will act in close collaboration wi.th the 
Advisory Council and with the Chief of the Project, and it will alao as­
sist the local groups in the development of training activities. 

There will be a supporting structure that is external to the 
SNCR. It will be composed of resources of the training units of the va­
rious public and private entities involved in integrated rural development, 
as well as by the target communities themselves. 

The following organizational chart shows the structure of 
the proposed system: 
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NATIONAL HUBAL TRAINING SYSTEM 

- Campesino 
Organizations 

- IRD Projects 

tional 11 
lrs r 

... ' 
1 

.1 , 
- Rural Public Institutions 

Training Unit r->H 
- Rur~t Private Organiza-

..J tions Training Unit t.. 

I 

IMPLEMENTING AGENCY 

OFFICE OF THE 
EXECUTIVE DIRECTOR 

} 
AdvisoTY 

Project Manager Board ~--
-----...:. 

(1/1)* 

Research Unit I 
Implementing Unit I 
Administrative' I Financial Unit 

Training Unit for I 
each IRD Project 

(2/1) 

(2/1) 

(2/1) 

Public Institutions 

CONAnE 
MAG 
MINED 
MINSOCW 
MOB 
INERHI 
IERAC 
Private 1nstimtions l 2 Representatives 

* The figures in parenthesis represent the staff requirements of the 

central office of the SNCR. The figure to the left represents the 

technical personnel, and the figure to the right represents the sup-

lJort personnel. 



~aD 

Pa.e 34 of 34 

Peraonnel tc work directly under the Implemantinl Agency 
will be contracted in consultation with USAID/E. 

In contracting field personnel at the local project level, 
prior consultation with USAID/E will only be required for those techni­
cians that are directly within and under the SNCR; other field personnel 
working in IRD projects will be appointed by the public institutions 
that participate in such ~rojects. 

In order to complement the above description, it is neces­
sary to briefly describe the functions of the Research, Implementation, 
and Administrative/Financial Offices, within the Central Operational Unit 
of the Implementing Agency: 

Implementation Office: To coordinate training activities, at 
the level of professionals responsible for training, aa well as at the com­
munity level; and to provide materials for training. 

Research Office: To conduct applied research in the areas 
of methods, material~, systP.mB for the delivery of services, etc.; to 
perform summary and formative evaluations; to provide internal information 
for the Project, by maintaining a Documentation Center on data generated, 
and to prepare puclications on the activities of the SNCR. 

Administrative Financial Office: It will support the activi­
ties of the SNCR at the central ~nd regional levels, by providing materials 
and services; it will administer the present operation funds as well as the 
funds for communitie~ and other organizations elegible for assistance, in 
accordance with the guidelines established in the corresponding Agreement. 



INSTITUTIONAL ANALYSES 

The following agencies will participate in the Project: 

1. Ru'.:al Development Secretariat (RDS): 
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The organization, functions, and role of the RDS in this Project 
have been analyzed in other actions of this PP. The RDS will be the 
counterpart agency for USAID and will administer funds provided by the 
Project. To implement the Projec~ RDS will sign implementing agreements 
with the participating agencies described and analyzed below. 

2. Ministry of Agriculture and Livestock ~G) 

The key institution in agriculture is the Ministry of Agriculture 
and L~vestock which has been merged with and then separated from other 
ministries since its funding in the early 1960's. Historically MAG has 
been one of the weakest and poorest' staffed ministries in the GOE, 'anu 
it has had constant problems coordinating the actions of its stronger 
autonomous agencies. 

In past years, Ministry personnel have had serious morale 
problems due to lack of budget resources, insufficient travel and per 
diem funds, and unclear policy signals. While MAG has usually been 
dominated by an agricultural production and larger farmer orientation, 
policy-makers have also demanded more of a rural poverty focus. This 
"split-personality" has led to serious institutional and managerial 
problems and to uncertainties about just what is the task of HAG. The 
current GOE policy app~ars to be to continue MAG's traditional agricultural 
production orientation while creating newer organizational structures 
(e.g., RDS) with a rural poverty focus. 

According to the 1973 decree which recreated MAG, the Ministry 
is responsible for formulating, directing, and implementing national 
policies of research, production, and marketing of agricultural products, 
agrarian reform and colonization, irrigation, rural development, and 
conservation of natural resources, for the purpose of increasing agri­
cultural, liv~stock, and forestry production and productivity, of 
generating greater employment opportunities, and of furthering the policy 
of redistributing the income of the Ecuadorean population. 

The 1977 Reot·ganization. The ~linistry was reorganized in 
1977. It is divided into ten General Directorates, five for adminis­
tration and five for various aspects of its operations: agriculture, 
livestock, forestry, m;irketing, and campesino development. Regional 
operations fall under 10 zonal offices. In addition there are five 
national programs dealing with specific crops, an animal health program, 
and a regionalization program. 
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Administration. ~~ is directed by the Ministry and a Sub­
secretary, who are guideu in their actions by the GOE cabinet. They are 
... i.ted by a Technical Council, which consists of the Subsecretary, the 
coordinator, and the MAG's Director Generals. The Council meets weekly 
to initiate policies, analyze programs, projects and budgets, and coor­
dinate MAG actions. The role of the coordinator's office was broadened 
by the reorganization; it is now charged with coordinating not only the 
activities of the MAG and its international relations, but also the actions 
of the affiliated entities. The reorganization also strengthened the 
Planning Directorate, creating an Agricultural Planning Departmen~ to do 
long term planning for the Ministry for the first time, and a separate 
department to plan the agrarian reform. 

Operations. ~~G operations are the responsibility of the five 
national directorates, the 10 zonal offices, and the crop and livestock 
programs. The national directorates advise the Minister on policies, 
identify projects, and supervise, coordinate, and a~siEt the zonal of­
fices and the national crop alld livestock programs. 

The Ministry has five crop programs, for bananas, cacao, coffee, 
cotton and oi1seeds, and rice and corn, which are coordinated by the Agri­
cultural Directorate, and an animal health program under the Livestock 
Directorate. The programs provide extension services to producera of the 
commodity and also regulate marketing, including exports, of the product. 
Some also get involved in other areas, such as construction of roads or 
storage facilities or laboratory testing for quality control. The programs 
also assist the zonal office by providing experts to give technical as­
sistance to producers of that crop. 

These programs have considerable independence, their budgets 
are separate from MAG's, and they are located outside Quito (all in Gua­
yaquil, except for the coffee program, located in Portoviejo). Some have 
their own income, in the form of earmarked taxes, which in the case of 
the coffee program represents 99 percent of its current income. Since 
they provide considerable assistance to large commercial ventures, they 
have the backing of powerful clients. 

The role of the 10 zonal offices changed considerably as a 
result of the reoganization. The offices have more autonomy and agents 
work together more. Field operations in the zones are carried out by 
special service units, ASAs (Agencias de Servicios Agropecuarios) and 
PIDAs (Proyectos Integra1es de Desarrollo Agr1co1a). The special service 
units are in charge of the programs of mechanization, improved seeds, 
animal and agricultural sanitation, fertilizers, animal nutrition and 
genetic improvement, forestry, marketing, and promoting cooperatives. 
Extension services are administered by ASAs and PIDAs. The ASAs are 
agencies operating in a sub-region within the zone giving technical as­
sistance to production units in its area. The PIDAs are project units 
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in other aubregions where the Ministry is implementing an agricultural 
development project. PIDAa will provide more comprehensive attention 
than ASAs might give, and might, for example, construct feeder roads or 
promote community development projects. 

The ASAs and PIDAs are designed to assist the farm as a unit 
and to adapt programs more to local conditions and to the needs of smaller 
farms, technically. In the past, assistance was commodity oriented and 
nationally directed. One farm might receive yearly visits from a number 
of different experts each armed wIth a technological package for producing 
one cotllllodity and each pursuing some national production goal for their 
crop. Coordination was poor and the system was ill-adapted to the needs 
of the small and medium Ecuadorean farmers who usually produce a variety 
of commodities. ASAs are oriented toward p~oduction units and bri~g 
together their own experts as well as agents from the national Cr'Jp pro­
grams and the special service unit it". the zone to provide integra~ as­
sistance to small and medium farms. ?IDAs bring together these sa~~ 
experts as well as employees of the affiliated decentralized institut~ons 
to implement mUltipurpose agricultural projects. Eventually these enti­
ties will cover the entire country; ever; area not in a PIDA will be 
served by an ASA. 

There are 108 ASAs and 21 PIDAs, but mos t of these ASAs and 
PlDAs are just getting underway and still weak. In 1978, there were 716 
professionals in the zones, of whom 150-200 were assigned to zonal admin­
istration or to the special service units (15 to 20 people per zone), 
leaving 500 to 550 in the ASAs and PIDAs. These agents assist over 25,000 
production units. The staff of the ASAs are supplemented by agents 
detailed from the National Crop Programs, which have about 600 profes­
sionals. 

Another reorganiz~tion of the MAG is currently under discussion 
and review by' the GOE. At a point in 1978-79. one option being considered 
was placing the Rural Development Secretariat within MAG and organizing 
the entire Ministry in:./ two major Directorates. One would focus mainly 
on agricultural production concerns and the other would focus on rural 
poverty concerns. Both would report directly to the Minister. However, 
the highest level GOE officials have informed USAID chat this option is 
no longer under consideration. The RDS will be created in either the 
Presidency, Vice Presidency or CONADEto give it higher level support. 
The PIDAs, ASAs and regional entities (e.g. agricultural councils) will 
re~in nominally under MAG, but will be utilized as local coordinating 
uni ts by the RDS. 

3. Ecuadorean Water Resources Institute (INERHI) 

INERHI was created in 1966 as an autonomous agency attached to 
MAG. It has a staff of 1,785 and is empowered by law to administer and 
supervise all activities for irrigated agriculture and to enter into 
agreements with other agencies which participate in project .. zecution. 
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Und.r the Water Law of 1972, INERHI was given broader powers than before 
for the development and IAaDagement of water resources, including the 
creation of irrigation districts. INERHI's general policies are defined 
by its Board of Directors, chaired by the Minister of Agriculture and 
Livestock and comprising one representative each from the National Plan­
ning COl-oneil (CONADE), IERAC, and BNF, and an elected representative is 
the F~ecutive Director, appointed by the Minister of Agriculture and 
Livestock. INERHI has developed good capabilities to construct civil 
works, leaving the management of agricultu=al development to the farmers 
or other agencies. B~Jed on its experience with many irrigation projects 
over the past 15 years INERHI is well qualified to carry out the civil 
works of the irrigation component of the proposed Project. 

To date, some 30,500 ha have been brought under irrigation. In 
addition, projects un.derway approximate 10,000 ha. (Privately developed 
irrigation schemes are estiIrated to total between 50,000 ha and 70,000 ha.) 
Under legislation of 1972, INERHI is responsible for assuring that the 
allocation of the na.tional water resource among its multiple uses is done 
in a rational manner (although it does not have control over the agencies 
working in the water. field, such as CEDEGE and CRM). 

The INERHI budget was about s/. 317 million in 1976, including 
funds from foreign loans. The 1978 budget, which made prOVl.Sl.on for 580 
technical and administrative posts, was S/. 552 million. 

The ag'ency has developed a substantial capability in eivil 
works design and construction. However, lengthy gestation periods (up 
to 25 years) and limited production impact (even in ~he medium-term) 
have been common.place, in part because of a shortage of experienced 
engineers, finmlcial constraints, the lack of on-farm development services 
to farmers, and a reluctance to strengthen in-house capacities through the 
use of private consulting firms. To date INERHI has built many major and 
secondary canals, but has not developed extensive experience building 
tertiary systems or on-farm distribution systems. This has created some 
problems of access for poorer farmers without land titles who cannot get 
credit or technical assistance to build distribution systems. The pro­
duction impact of INERHI's projects is also limited by the poor col­
laboration of institutions providing related services. In general, 
INERHI has concentrated on constructing systems and has given far less 
attention to questions of farm develcpment. This proposed IRD project 
will begin reorienting INERHI to on-farm and small farmer development. 

The Institute is fully aware of the magnitude of the national 
water resource management task for which it is responsible and of the many 
shortcomings in its performance, both those originating within the agency 
and externally. With this in mind, it has brought in assistance from 
France to help chart its future course, clarify the powers and responsi­
bilities of the many ag~ncies concerned with water use, improve inter­
agency relationships, and produce a national water resource develop.ent 
and management plan. 
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The amount of credit made available to the agriculture sector 
by the banking system has expanded sharply in recent years, both in 
absolute terms and relative to nonagricultural lending. Loans to all 
sectors totalled 51. 35,736 million in 1976, up 157 percent on the 1972 
figures of 51. 13,896 million. In 1972, agricultural loans accounted 
for slightly over 12 percent of total loans by the banking system. The 
comparable figure for 1976 was 16 percent. 

The BNT (Banco nacional de Fomento) which through its 56 branches 
typically provides some 60 percent to 70 percent of the institutional 
credit for agriculture, increased its lending in current terms from 
S/. 587 million in 1973 to S/. 3,412 million in 1976. Crops accounted 
for 60 percent of the total BNF lending in 1975; livestock and pastures, 
28 percent; farm machinery,S percent; on-farm infrastructure and related 
activities, 3 percent; and other, including finance for product marketing, 
4 percent. About 75 percent of the credit made ava11able to agriculture 
in 1976 was for the Coast, as in most previous years. The proportion of 
the total loan volume going to the lower-income groups (that is, credito 
de capacitacion) increased from about 12 percent in 1970 to 35 percent -
in 1974 and 37 percent in 1975. 

The percentage distribution of BNT loans in 1976 by major 
activity, size, and term was as follows: 

Size of loan 

Less than S/. 50,000 
More than S/. 200,000 

Term 

Less than 1 year 
More than 5 years 

On-farm 
Machinery & infra- Total 

Crops Livestock Implements structure Agriculture 

22 
54 

78 
6 

20 
42 

8 
24 

6 
82 

5 
27 

9 
80 

2 
68 

20 
53 

52 
14 

The amount of funds made available for crops in 1976 was about 
nine times larger than the amount in 1970. The incre3ses were particularly 
notable for rice and wheat, together with cotton, account for a large portion 
of the credit for crops (69 percent in 1976). Neither the import substi­
tuting oil crops nor the main export crops are major outlets for credit; 
in 1976, the percentage of total crops credit going to oilseeds, cacao, 
coffee, bananas, and sugarcane was about 15 percent. The distribution 
of BNF crop loans by cOllDDodity group in 1976 was as follows: cereals, 
57 percent; edible pulses, 1.4 percent; tubers,S percent; vegetab1ea, 
2.6 percent; fruit, 3 percent; oilseeds, 6 p~rcent; fiber crops, 15 per­
cent; others, 9.5 percent. 
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Loans for the livestock industry increased by a factor of about 
five in the 1970-76 period. Pasture development accounted for 13 percent 
of the livestock loan volume in 1976, and poultry 9 percent (up from 5 
percent in 1970). For fixed investment, such as land and water develop­
.. nt, farmers use BNF credit only to a limited extent. 

In money terms, about 15 percent of the BNF lending in 1976 
represented renewals of outstanding loans. The comparable fi~ure for 
1975 was 17 percent. The delinqu~ncy position improved notahly in the 
1972-76 period and, after renewal adjustments, stood at about 12 percent 
at end of 1976. Recent drought and anti-inflation measures have reversed 
the trend, and the ar'rears figure approximated 18.5 percent as of February 
1978. 

In spite of the recent rapid rate of growth in BNF operations, 
and its continuing effort to improve uanagement, the proportion of fa~ 
ers served by banking system is well below 10 percent and concentrated 
on two or three crops. 

Apart from earmarked foreign credits, the ~~ximum interest rate 
for agriculture is 9 percent, plus a commission intended to promote longer­
term lending. The commission rate is 2 percent to 2.5 ~ercent for loans 
of more than three and less than five years; 3 percent to 3.5 percent for 
loans of more than five and less than eight years; and 4.5 percent for 
loans of more than eight years. This commission system, which was an­
nounced in late 1976, leaves interest rates for longer-term lending in 
agriculture at figures still below the rates for nonagric.Jltural loans. 
It is public policy to maintain some inter-sector differentials which 
favor agriculture, although the GOE is currently undertaking a major 
review of its interest rate policy. 

5. Ecuadorean Institute for Agricultural and Livestock Reseach 
(INIAP) 

INIAP is responsible for agricultural research directed toward 
raising yields, reducing production costs, and diversifying and improving 
production for consumption, export, and industrial use. Research is 
d;vided along three lines: crops, animals, and support activities t.o the 
other two divisions (e.g., soil improvement, seed processing, statistics). 
The entity has six experimental stations, three under a subdirector in 
Guayaquil and three under a general subdirector in Quito. In addition, 
some 400 private farms are used every year to test and disseminate the 
results obtained on the experimental stations. 

INIAP haR not been active in distributing its results to the 
farmer; instead it relies on the Ministry of Agriculture. In the ~a.t, 
coordination between INIAP and MAG was poor but has been improving recently 
as a result of the Ministry's reorganization. INIAP participates in the 
MAG's Provincial Agrarian Committees and also holds course. and meetings 
with MAG agents so they are aware of the results of INIAP's activities. 
In addition, MAG representatives are invited to th~ annual evaluation 
meetings held in the experimental stations. 
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There have been proble.. in transferring the tectmology devel­
oped at INIAP because it is too sophisticated for Ecuador's small farmers, 
because of the lack of credit and related inputs, and bec.~se of the 
deficiencies of the Ministry's fragmented crop oriented extension service. 
INIAP is moving to adapt its research more to the needs of the small 
farmer, but the problems associated with the related services and credit 
must also be resolved if its research is to have a greater impact on 
these farmers. Through AID's Rural Technology Transf~r (Title XII) 
Project INlAP will receive assistance for the development of technological 
packages to be used in the IRD target regions. 

6. Ecuadorean Land Reform and Colonization Agency (IERAC) 

IERAC was established in 1964 as an autonomous agency attached 
to MAG following passage of the Agrarian Reform Law of 1964, and it has 
been constantly short of funds and qualified staff. IERAC has responsi­
bility not only for the Agrarian Reform but also for colonization projects 
and for issuing land titles. Agrarian reform is given emphasis in the 
GOE development plan, which cites concentration of land holdings as a 
major problem of rural poverty in Ecuad.,r. Land titling is also a key 
issue since farmers are prohibited by law-fram'participating in the 
benefits of most projects (e.g. irrigation, credit) unless they hold 
legal titles. 

Until now, the land reform measures that have been introduced 
have not been fully effective. Between 1964-69, the number of families 
benefitting from the reform program was less than half the target figure 
of 82,000; likewise, total land distributed was only 42% of the projected 
figure. From 1970 to 1976, however, the pace of the land refcrm program 
increased somewhat, with total land distributed rising almost 76% ove= 
that handled in the 1964-69 period. The problems of the land reform 
program can be attributed to: (a) inadequate financial resourcesi (b) 
lack of support and cooperation among other Government agencies; (c) 
rapid turnover of officials; and (d) absence of efficient legal proc~' 

dures and clear definitions. 

From 1973 to 1977 IERAC distributed 243 thousand hectares of 
land under the agrarian reform (28 percent of the planned goal of 863 
thousand) to the benefit of 18,688 families, or 25 percent of the goal 
of 75 thousand families. It also settled an estimated 15 thousand 
families in colonization projects during that period, whi~h is 100 per­
cent of the planned goal. IERAC has been slow in issuing land titles, 
in part because a compljcated and lengthy procedure is required and because 
of lack of qualified staff. 

IERAC receives income from the budget, through agrarian reform 
bonds, and from the sale of land to beneficiaries of the reform. In 1978, 
62 percent of its income in the budget was from Central Government trans­
fers. The size of IERAC's budget is not large, given the number of its 
staff (1,343 in 1978) and the importance of its task. In 1978, it was 
budgeted an inco~~ of about 51 500 million. In contrast lNERHI. with a 
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.taff of 584, had a budg.t of SI 552 million for 1978. Nevertheless, in 
the p .. t IElAe has e.ecuted only about 40 percent of its budget. Most 
of the bud.et which is not •• ecuted is for invehtment activities. According 
to the JUNAPLA investment program for 1978, the total cost of the invest­
.ant in priority agrarian reform projects is sl 2.6 billion, of which only 
5 percent had been invested by the end of 1977. 

IERAC has 6 regional offices (which de not coincide with the 
10 ,:lAG zones) and approxin:ately two-thirds of its staff are outside of 
Quito. In addition to its work in agrarian reform and colonization, 
lERAC helps form cooperatives and train campesinos, IERJ.C also is en­
gaged in building roads, schools, buildings, and bridges, largely because 
it has not been successful in obtaining the ~ollabcration of other public 
entities in providing services and infrastructure to the reform areas. 

IERAC has suffered from a high rate of top stuff turnover, in 
large part because of a Government tendency to change IFAAC's management 
whenever controversies arise. It has had 18 directors in 12 years. IERAC 
has also suffered from the lack of any central dir~ction for rural develop­
ment which could assure the collaboration of ot.her entities in the reform. 

7. Marketing Enterprises: ENAC, ENPROVIT, BNF, Others 

The view that the agricultural marketing task is done poorly 
and at high cost is almost universally held in EClJador. The marketing 
subsector is often described as being disorganized and anarchic, with the 
result that producer prices are unduly depressed and consumer prices are 
needlessly high. Indeed, this judgement underlies the creation of ENAC, 
ENPROVIT, and the MAG's Directorate of Marketing, and the launching in 
1973 of the Programa Nacional de Mercadeo Agro~ecuario. The strategy of 
the Program centers on expanding the marketing activities undertaken by 
the public sector, thereby contributing directly to technical and economic 
improvements'in the national system as well as indirectly by activating 
competitive forces. 

ENPROVIT was created in 1971 to purchase and sell basic con­
sumption items in order to reduce speculation and adulteration of these 
products. ~e entity employs a staff ot 1,500 and has a network of 145 
stores administered by 5 regional subdirectorates. Total sales have 
averaged between 51 650 and 51 700 milliun annually since 1974. Ap­
proximately 60 percent of purchases are from producers and 40 percent 
fr.om intermediaries. ENPROVIT can also import items it considers to be 
in short supply; in 1977 it imported 2,050 metric tons of powedered milk, 
1,200 metric tons of lentils, and 514 thousand gallons of soy and oil. 
In 1977, the Central Government provided 31 percent of ENPROVIT's total 
budgeted resources of SI 40 million. 

ENAC is a newer enterprise, created in 1974, to purchase ~d 
sell agricultural products in order to stimulate and direct production 
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.nd .. lure internal lupply. !NAC haa a limited capacity for storing 
a,ricultural product. (364 thouland quintall in its own warehoUie. and 
lilol, including temporary storage) and i. currently constructing ad­
ditional .torage facilitiel (with a capacity of 1,342,000 quintals). 
!NAC also uses storage facilities of other public institutions and rents 
Itorag., which increases its capacity by 1,245 thousand quintals, for a 
total of 1,609 thousand quintals. It is also empowered to import and 
export agricultural products. Its activities are administered by 3 
regional subdirectorat~s, a financial subdirectorate, a commercial sub­
directorate, and a storage subdirectorate. 

As noted above, MAG provides outlets for farmers for the basic 
grains, and, from time to time, for certain other products such as cotton. 
However, ENAC has been short of storage space and rural buying stations, 
and on occasion has faced surplus situations which led to severe losses, 
as with rice. Moreover, it enters the market only when prices are above 
the sup~ort miniJ.'lDDs (which are scheduled to be announced before planting 
time). On the retail side, ENPROVIT, for which the enabling legislation 
was revised in July 1977, has the task of "regulating the internal market 
by means of direct participation in the \istribution of essential consumer 
items with the aims of benefitting the lower income groups. I' 

In the caS2 of livestock marketing, a limited number of traders 
exercise considerable control over the muketing of live animals, the 
operation of abattoirs, and the dis~ribution of carcass meat to retail 
outlets and processors. This group has resisted measures to modernize 
the livestock marketing system through improved slaughtering facilities, 
introduction of beef grading, the establishment of local auction yards, 
and other means. Apart from three m?dern abattoirs, two of which are 
expanding their activities, most livestock are still processed in 
municipally-owned and in rural slaughterhouses. The upward price trend 
for cattle (some 50 percent in the 1972-76 period), along with price 
intervention by the Government only fo~ low quality cuts at retail, has 
probably lessened farmer interest in ~rketing reforms. The marketing 
problem has also been somewhat over,p;.ado.ed at times by the extent to 
which ~he Government tolerates the inflow of live cattle from Colombia 
and the outmovement to Peru. 

Input distribution is handled mainly by the private sector, 
although until recently the BNF operated a network of distribution centers 
for inputs and tractors. MAG has ten major distribution centers, and CREA 
has 16. FERTISA sells a part of its output directly to users. EMSEMILLAS 
is in process of installing a network of seed distribution facilities. 
Farmer associations, such as the Asociacion de Ganaderos de 1& Sierra, 
maintain input sales depots (the sales of the six depots of the Association 
totalled SI 22 million in 1977). 

Several recent developments in the marketing field are of 
potential importance. First, !NAC is taking steps to .ase one of its 
primary constraints, the shortage of storage Ipace. Its construction 
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program has added 61,000 tons of capacity in gran production and a 
20,COO ton port facility at Guayaquil; and, in a second phase will add 
fro. 30,000 tons to 60,000 tons in the Sierra. This construction has 
sharply expanded the ENAC facilities, and adds a significant increment 
to the total national facility. 

Second, the private sector is showing increasing interest in 
installing modern grain handling facilities. A new 31,000 ton silo 
installation was opened in Duran in May 1978. This plant received, dries, 
cleans, grades, and stores grain on the basis of negotiable certificates 
of deposit and published service charges. The system represents both a 
technical and economic innovation in grain marketing, and through putting 
pressure on margins can help induce improvements in the facilities and 
business methods of the entire grain-handling industry, including the 
ubiquitoug rice millers. Moreover, it can lead to the development of 
commodity markets 

Third, the new Government is planning to undertake a compre­
hensive foreign-assisted study of the marketing of agricultural products 
and inputs. It is expected that the study will begin in late 1980, and 
will result in a set of specific proposals for the development and man­
agement of marketing facilities by the private and public sectors. 

8. Ministry of Public Yorks/Provincial Governments - Rural Roads 

The available data suggest that only limited progress is being 
made in providing farmers with the roads needed for the movement of 
products and inputs at reasonable cost. Taking the all-weather road as 
a proxy for the feeder road which reaches the farmgate, and assuming 
adequate maintenance, the system available to farmers expanded at an 
annual rate of only some 142 km in the 1962-70 period. 

In March of 1973, the MOP set up a Department for Rural Roads 
(caminos vecinales), and through June of 1976 (when the Department was 
eliminated) a rural road construction program was carried out with FONADE 
funds. This program was based on the Plan Nacional de Carretera, which 
was completed in 1973 following detailed study in which foreign consultant 
services were used. 

Since mid-1976 the MOP rural roads work has centered on 
completing the projects which were underway or in an advanced planning 
stage at that time. Much of the work is done through contracts with 
provincial governments, with the latter providing the machinery and the 
MOP paying machinery operating costs and doing the design work. !'I>P al80 

contracts with regional development authorities. The provincial govern­
ments also do a considerable amount of road construction and maintenance 
on their own, though performance varies and consolidated statistics are 
not available. 
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There are four regional development authorities attached to 
MAG: CREA, CRM, CEDEGE, and PREDESUR.. The Center for the Economic 
Reconver.ion of Azuay, Canar, and Morona Santiago (CRE!) is the oldest 
of the regional bodies (it was created in 1956), responsible for promotu.g 
the development of the ~hree provinces it encompasses. The Center for the 
Rehabilitation of Manahi (CRM) was established in 1962 to implement devel­
opment projects in Har.aLi. The Commission for Studying the Development 
of the Guayas River Basin (CEDEGE) is responsible for undertaking studies 
an~ projects to develop an area of 35 thousand square kilometers which 
includes portions of 8 provinces, although almost all of its territory 
is in Guayas and Los Rios. Finally, the Program for the Development of 
the Southern Region of Ecuador (PREDESUR) was originally established 
(in 1971) to participate in joint development projects with Peru in the 
frontier region, but has since taken on responsibility for promoting the 
development of the provinces of El Oro, Loja and Zamora-Chinchipe. In 
Addition, a new entity was created in 1978 to coordinate development 
activities throughout the Oriente (INCRAE). Though its role is still 
evolving, it appears that it will not become a regional development 
authority with the same scopp.·of responsibilities as the-other·four. 

Two of the regional entities were formed in response to crisis 
situations or persistent problems £.icing their regio~~. CREA grew out of 
a crisis in the economy of the region caused by a slump in the hat industry, 
and CRM was created to deal with a problem of persistent drought .. CEDEGE 
was formed by the national Government in order to develop the vast po­
tential of the Guayas region. PREDESUR was originally a frontier 
project to exploit the waters between Ecuador and Peru. 

The scopes of the regional entities differ. eREA and PREDESUR 
are now involved in a wide range of activities promoting the development 
of their regions. Both have analyzed the needs of their regions and 
CREA has formulated and PREDESUR is formulating develop~ent plans which 
can form the basis for project identification. These two entities are 
also becoming more involved in integrated rural development projects. 
CEDEGE and C~~ have a more limited scope, although both are now beginning 
to expand into integrated rural development projects. 

To execute their projects, the entities sign contracts (con­
venioe) with public institutions (including MAG) and private &gen~i~ 
A project might involve contracts with INERHI for construction of irri­
gation infrastructure, with the MAG for extension, with lERAC for land 
titles, and with the Ministry of Public Works for roads, although problems 
of coordination have presented. 

With the axception of CRM, which has access to earmarked t4X 
funds, the ent~t~es depend upon Central Government transfers and foreign 
borrowing for their income. Although nomdnal1y controlled by MAG, the 
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ra,ional inatitution. oparata with con.iderable indapendanca. Thair 
bud,at allo~ation i. determinad by finance and ia not uaed by the MAG 
.. an inatrument of control. The Mini.try haa had little influence 
over thair prorr'" and regional conaiderationa have bean the main 
factora determinin, their activities. As mentioned, there has been no 
national policy or office to direct their activities. 

In addition to assiating CRM with IRD planning, the project 
prepared herein will cooperate «ith the Central Sierra Provinces (Region 
4) in establishing a regional d~v~lopment authority analogous to CREA, 
CRK, CEDEGE, and PREDESUR, th.r~by iilling a major gap in regional 
coverage. 
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CERTInCATION PURSUANT TO SECtION 611 (e) OF THE F01tEI~ ASSISTANCE 
ACt OF 1961, AS AMENDED 

I, John A. Sanbrailc, the principal officer of the Agency for In­
ternational Development in Ecuador, having taken into considera­
tion among other factors, the maintenance and utilization of pro­
ject. in Ecuador previously financed or assisted by the United 
States, do hereby certify that in my judgment Ecuador has the tech­
nical capability and the physical, financial, and human resources 
to utilize and maintain effectively the proposed loan of nine 
million, eight hundred thousand United States dollars ($9,800,000) 
and grant two million United States dollars ($2,000,000) from the 
Government of the United States of America to the Government of 
Ecuador for the development of an institutional capacity to plan 
and exerute Integrated "Rural Development" -proj !!cts -in· a "-manner -in ... ·"" 
volving the active participation of the intended beneficiaries, in­
cluding, among other things, the actual implementation of two 
such projects in the Sierra areas of Salcedo and Quimiag-Penip~ 
and the planning of a third such project in the Coastal area of 
Jipijapa. 

This judgment is based on the facts presented in the Project 
Paper and the Mission's previous experience with the Ministry of 
Agriculture as well as experience with loans to other agencies of 
the Government of Ecuador. 

June 26, 1960 
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INITIAL ENVIRONMENTAL EXA~INATION 

Project Locatio~: 

Project Title: 

Ftmding: 

Life of Project: 

lEE Prepared by: 

Date: 

Threshold Decision 

Quimiag-Penipe, Province of Chimborazo, and Salcede 
Province of Cotopoxi, Repcblic of Ecuador 

Integrated Rural Development 

FY 80 US$5,000,000 (Lo~ and US$200,000 (Grant) 
LOP US$9,800,000 (Loan) and US$2,000,000 (Grant) 

4 years 

Vincent ~usumano 
USAID/Rural Development Officer 

Jtme 6, 1980 

A. Environmental Action Recommended 

I recommend that based on the initial Enrivonmental Examination 
for the proposed actions that a negative determination and decision 
be made as follows: "The proposed action will not have a significant 
effect on human environment and therefore does not require an Environ­
mental Impact Statement or an Environmental Assessment." 

B. Consurrence 

Vincent CusUmano 
Jtme 7, 1980 

I, John Sanbrailo, Mission Director, concur in the above reco~ 
mentation. 
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I. !xaaination of Nature, Scope and Magnitude of Environmental Impacts 

A. D.scription of Project: 

The Integrated Rural Development Project is centered on a 
ca.prehensive approach to the development of two areas in the sierra 
region of Ecuador. The objective of the projects are to improve the 
level of life of some 8,000 poor rural families. This project is part 
of a larger AID Integrated Rural Development Program which includes 
proposed follow-on projects in Natural Resources Conservation, Health­
Nutrition and Rural Induatry. The first installment is oriented at 
agricultural development and community organization. Both of the areas 
involved are densely populated minifundia zones characterized by sporadic 
irrigation, subsistence agriculture and widespread poverty and deprivation. 
Many GOE agencies and ministries will ue focusing their efforts at the 
same time in these areas in an effort to solve the multi-faceted problems 
of rural poverty. Following are short descriptions of the activities 
which are intended for action under this Project and the other components 
of the AID IRD Program. 

1. Natural Resources Conservation 

There is considerable erosion in both of the Project areas 
and both projects have component~ which involve reforestation, planting 
of vegetative cover on barren areas, check dams and other works aimed 
at diffusing normal water run-off, and on farm practices of irrigiltion 
which will tend to reduce erosion. Some of these actions are part of 
the current project, others will be part of the future natural resources 
conservation and reforestation Project. 

2. Roads and Rural Infrastructure 

Roads already existing in the project areas will be improved 
with better gravel and some cobblestone surfacing. Water courses will 
be improved at the roadside to decrease erosion and preserve road 
surfacing. Only 10 kilometers of new access roads will be constructed, 
replacing trails presently serving these areas. 

Health posts and sub-centers, community centers, input storage 
facilities, village wate~ supplies and latrines will all be constructed 
as a part of project implementation. The health infrastructure will be 
funded under the proposed FY 1981 health Project. 

3. Agriculture Development 

A major thrust of the project is the development of increased 
yields and marketable crops. Approximately 800 Ra. of fruit trees will 



ANNEX G 
Page 3 of 6 

be planted in the project areas to increase the marketable produce and 
decrease the dependance of the farmers on subsistence crops. These 
plantings should tend to stabilize the hilly soil and take it out of the 
annual cultivation cycle which accentuates erosion. Short term credit, 
financed entirely under the GOE's contribution, will include funds for 
purchase of chemicals for use on fruit trees. Through appropriate tech­
nical assistance to the farmers, efforts will be made to insure that 
those chemicals will minimize environmental contamination. 

Currently, in both project areas there are fruit orchards where 
farmers apply pesticides in any quatities they think appropriate. With 
technical assistance provided by the project, it is hoped that the amounts 
applied will be determined in ft more rational manner. No new chemicals 
not now in use will be introduced by the project. Ecuadore&l law requires 
that no chemical can be introduced which is not approved in the country 
of origin. 

Technical assistance related to crop production also will tend 
to rationalize the use of chemicals and as with fruit, no new chemicals 
not now in use will be introduced by the project. Improving irrigation 
practices' such as contouring,'- terracing ,"-and- -control of' drainage'should' 
improve the human and natural environment in the areas included in the 
projects. 

B. Narrative Description of Environmental Impact Identification and 
Evaluation Form 

1. Land Use: 

No environmental impact is assessed to "increasing population" 
L~nd densities are already high and there is a tendency to outmigration 
which the project will not likely affect significantly. The most the 
project will do is to improve the life of approximately the current 
population. The overall population distribution with reference to the 
land in Ecuador will probably be improved by the project since it will 
have the net impact of reducing the outmigration of people to the environ­
mentally congested and overburdened urban areas. The item "Changing soil 
character" received a "Moderate +" rating because if no action is taken 
the soil will continue to erode, project activities should incr3ase the 
environmental stability of the soil source and reverse the erosion 
process at least "moderately". 

2. Water Quality: 

Current runoff carries large quantities of sediment due to 
erosion. It is anticipated that through this project efforts at irrigation 
practices improvement and follow-on efforts at reforestation and vegetative 
cover, that the quality of surface waters will improve at least a "little" 
therefore the rating "litt.'.e +" was given to water quality. 
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No project activit!e •• hould b4ve an effect on at.o.pheric qu.lity. 

4. "tur.l Re.curce.: 

An "t+" r.ting v •• given to "Diverain Altered Ule of W.ter" becau.e 
there viii be direct effort. to divert .nd decre •• e downv.rd v.ter velocity 
and runoff, no irr.ver.ible, inefficient commitment. are fore.een. 

S. Cultur.l, Socio-Economic: 

A highly po.itive .ocio-economic effect i •• nticip.ted •• higher 
incaa ••• nd better general .t.nd.rd of living .re incre •• ed for the poor in the 
project .r.... The .ctive p.rticip.tion of loc.l communities in their own 
velf.re .hould incre.se .oci.l .nd cultur.l cohe.ion. 

6. Health: 

While the AID contribution in this fir.t project doe. not directly 
de.l with health, future health input. are progrmaDed for the project are •• 
There will be rural health promotors teaching health pr.ctices and improving 
the nutritional patterns in the are... From thete effort. it is . expected -that 
health will improve at least some (t+) even before the balance of AID's a.sis­
tance in the form of a propo.ed health loan, become. available. 

7. General: 

There are no major negative environmental impacts foreseen under 
this Project. There is a recognition th,.t there may be minor adverse environ­
mental effects as a result of the Project's intervention in the .rea. of water 
resource improvements, road construction and expan.ion of decidou. fruit 
production. However, in designing this Project, the combined GOE/USAID team 
has incorporated a management mechanism for addre •• ing the.e problem.. For 
example, a. part of the CP requirement (approv.l of final implement.tion 
plans), the GOE will be required to submit to AID for .pproval .n environ­
mental monitoring plan for identifying and controlling the potential negative 
aspect. of the proposed activitie.. At the same time, technic.l a •• i.tance 
will be provided at the RDS level on technique •• nd methodologie. for devel­
oping future environment.lly sound program.. At the field level, technical 
assistance will be provided on modern .gricultur.l practices with speci.l 
emphasis on an integrated crop-protection program. While additional re •• arch 
is needed, the small farmer adaptive research .ubproject under th~ Rur.l Tech­
nology Tr.n.fer System Project (Title XII) will work with IRD technician. ir 
developing "tech packs" suitable for the .cologic.l condition. af the two IRD 
areas. Bec.use of these step', the Project Committee feels as.ured that no 
adverse environmental effect will take place under thi. Project. 

Recommendatiop. for Environmental Action: 

Tne component. which form thi. project do not have a .irnificant 
effect on the environment. Therefore, no further environmental action i. 
recommended. 
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IMPACT IDENTIFICATION AND EVALUATION FORK 

!!pact Areas and Sub-Areas 

A. LAND USE 

1. Changing the character of the land 
through: 

a. Increasing the population ••••••• 
b. Extracting Natural Resources •••. 
c. Land clearing ..••.....•....•..•• 
d. Changing soil character ••••••••• 

2. Altering natural defenses ••••••••••• 
3. Foreclosing important uses •••••••••• 
4. Jeopardizing man or his works •.•.••• 
S. Other factors 

B. WATER QUALITY 

1. Physical state of water •••••••••••• 
2. Chemical and biological states •••••• 
3. Ecological Balance •••••••••••••••••• 
4. Other factors 

C. ATMOSPHERIC 
1. Air additives ..................... . 
2. Air Pollution ..................... . 
3. Noise Pollution ........••.......•.. 
4. Other Factors 

D. NATURAL RESOURCES 

1. Diversion, altered use of water ••••• 
2. Irreversible, inefficient commit-

menta ......•......•.••......•....•• 
3. Other Factors 

Impact Identification 
and Evaluation 

L 
N 
N 
M+ 
N 
N 
N 

N 

L+ 
N 
L+ 

N 

L 
N 
N 

N 

L+ 

N 

N 
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E. ClJtTOlW. 

1. Altering physical .ymbols ••••••••••• 
2. Dilution of cultural traditions ••••• 
l. Other Factors 

F. SOCIo-ECONOMIC 

1. Changes in economic/employm~nt 
patterns .................... " ...... . 

2. Changes in population ••••••••••••••• 
3. Changes in cultural patterns •••••••• 
4. Other Factors 

G. HEALTH 

1. Changing a natural environment ••••• 
2. Eliminating an ecoaystem element ••• 
l. Other Factors 

H. GENERAL 

1. International impacts •••.••••••••••• 
2. Controversial Impacts ••••.•••••••••• 
l. Larger program impacts ••••••••••••• 
4. Other Factors 

I. OTHER POSSIBLE IMPACTS (not listed above) 

Explanation of codes: 

N 
N 

N 

L 
L 
N 

N 

N 
M 

N 
N 
N 

N 

N- No environmental impact 
L- Little environmental impact 
~ Moderate environmental impact 
H- High environmental impact 

u- Unknown envirolliDental iDlpact 
+ Positive imp~ct on the 

environment 
Negative impact on the 
environment 
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eon .. ,. Hac.onal .. .Desarrollo 

SePior 
John Sambra 11 0 , 
Representante de 1a AID, 
Presente. 

Est1mado sePior Sambra110: 

Oficio No. 
601815 

Quito, a 

Por su comun1cacion RDO-S--0070 de junio 19 estoy enterado que e1 pro­
yecto "Sistema de Transferencia de Tecno1og1a Rural II , que present~ a 
su considerac1on para financiamiento de la AID, ha sido remitido a la 
oficina central en Washington. 

Con esta oportunidad le estoy remitiendo el "Proyecto de Desarrollo 
Rural Integral" para la ejecucion del cua1, estaroos solicitando 1a 
participacion f1nanciera de 1a AID. Este proyecto comprende 1a ejecu­
cion de los proyectos de Desarrollo Rural Integral de las areas de Qui­
miag-Penipe, en la Provincia del Chimborazo, de Salcedo, en 1a Provin­
cia del Cotopaxi y e1 apoyo institucional a 1a Secretar1a de Desarrollo 
Rural Integral, DRI. 

Los proyectos DRI de Quimiag-Penipe y Salcedo, seran ejecutados bajo 
los terminos de organizacion isntitucional estab1ecidos en 1a estrate­
gia de desarrollo del sector rural del Plan Nacional de Desarrollo del 
Gobierno Democratico, 1a que contempla e1 establecimiento de una Uni­
dad que cumplira 1a funci6n de programar, coordinar, organizar y eva-
1uar las acciones de los proyectos de Desarrollo Rural Integral, a1 
igua1 que proponer 1a asfgnaci6n de recursos financieros para 1a eje­
cucion de los referidos proyectos. Ella garantizara una adecuada imp1e­
mentacion, tanto tecnica como financiera, que serA cana1izada a las a­
gencias y organismos del ~ector publico participantes en su ejecucion. 

Los proyectc~ de Desarrol1t' Rural Integral "Quimiag-Penipe" y "Sa1-
cedo", as1 como e1 apoyo instituciona1 a 1a Secretar1a de Desarrollo 
Rural Integral, tiene un costo de S06.7 mi110nes de sucres (US$ 32.7 
mi110nes), que seran invertidos en un per10do de cuatro a"os. Se ha 
Drevisto un financiamiento por parte de AID de II.S millones de do­
,ares, para las actividades agricolas y un financiamiento posible en el 
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futuro de 4.3 mi110nes de d61ares, para actividades de infraestruc­
tura social. La totalidad del financiamiento so11citado representa 
50~ de las necesidades previstas. 

El CONACE, como organismo encargado de 1a phnif'icaci6n nacional, a­
sume la responsabll idad de 1a presentac16n, trlm1te y finna del con­
venia de ejecuci6n dp este proyecto, hasta cuando s~ constituya 1a 
Secl'etar1a de Desarrollo Rural Integral. 

Le saluda atentamente, 

DIOS, PATRIA Y lIBERT~ 

~~ 
VICEPRESIDENTE DE LA REPUBLICA, 
PRESIDENTE DEL CONSEJO NACIONAL 
DE DESARROLLO. 
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DEPARTMENT OF STATE 

MemoranJulft 01 Con~ersali~n 
DATE: June 26, 1980 

SUBJECT' AID Integrated Rural Development Projects 

PARTICIPANTS: Jaime ROLDOS Aguilera, Presid~m t of Ecuador 
The Ambassador 

DATE: June 24. 1980 

PLACE: National Palace 

DIST: AMB DCM AID ECON :A.RA/AND AID/LAC 

At my request I called on President Rolev~ on June 24 to review 
the status of ~SAID programs, with particular emphasis on our 
three rural development projects: Integrated Rural Development 
eIRD} Loan/Grant, Rural Technology Transfer (Title XII) Grant, 
and the DSB/ED funded Rural Non-Formal Education Project. 

ROldos was well briefed on all three projects and said he endorsed 
them fully. He stated that he 'considers integrated rural develop­
ment to be one of the highest priorities of his government. Nith 
regard to the GOE's institutional framework for implementing IRD 
programs, Roldos stated that he will soon (probably nex'::' week) 
issue a decree establishing an IRD Secretariat' within the Presi­
dency. Roldos said that by placing this new eJ;ecutive agency in 
his office the IRD Secretariat will be in a better position to 
direct and coordinate the participation of the various ministries 
and other government agencies having implementing responsibilities 
in the rural sector. Nhile some thought had been given to placing 
the IRD Secretariat in CONADE, Roldos observed that under the 
Constitution CONADE is assigned a planning function mere than an 
implementing one. The IRD Secretariat will have a small staff 
and draw on the ministries and agencies as needed for technical 

(/)I-a/lill& oJlic~ alUi Officer) 

UNCLASSIFIED 
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support. The President placed considerable importance on the 
~ID proposal which envisages SUP90rt for the new integrated 
rural development mechanism, observing that our influence will 
thereby extend well beyond the two regional projects in 
Chimborazo and Cotopaxi Provinces. At the same time, Roldos 
concurred in the ehoice of these locations for the specific 
IRD model projects in our proposal. 

The President also expressed satisfaction with the Title XII 
and Rural Training System projects co~~enting that they are 
interrelated and complementary to the IRD project. 

Roldos saw no difficulty in generating the necessary counter­
part contributions of at least one'half of the total project 
costs from the GOE's own budget in the 1980-84 period. 

I explained that the projects were still subject to AlDIN 
approval but expressed confidence that we would obtain at least 
initial funding for all of t~em. Based on this assumption, 
I explored with the President the desirability of an appropriate 
signing ceremony in August with the possible participation of 
Congressman Paul Findley and Assistant Administrator Vaughn. 
Roldos responded enthusiastically and said he would be pleased 
to invite these officials to such a ceremony in the latter 
part of Augus~. 

UNCU.' 'UFIEO 
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TO The Files ;J r A A jfJAT&: J1.1I1e 11, 1980 

,SlJ.fr11/61 LtJtw/'cy 
SanbraUo. AID rr .. enudve John A. 

IUaJECT: Meeting with Vice President Osvaldo Hurtado 

I met with Vice President Hurtado on June 10, 1980, to discuss the 
three AID rural development projects: the Integrated Rural Develop­
ment Loan/Grant, the Rural Technology Transfer (Title XlI) Grant and 
the DSB/ED funded Rural Training Project. I outlined ror the Vice 
President how AID understood the scope of each project, the counterpart 
requirements expected of the GOE and the implementing arrangements, 
particularly the use of the RDS that the GOE had requested. I thanked 
the GOE for the cooperation that we had received from the staffs of 
CONADE, MAG and other agencies. I indicated that each project was 
still subject to AID/W approval and that we could not specify exact 
funding levels until after the AID/W reviews. 

The Vice President indicated that he had been briefed by the CONADE 
staff on each project. agreed with the scope and was aware of the 
funding levels at which each project was developed. He indicated that 
I would be given the GOE's formal letter of application for the Title XII 
Project after our meeting and that we w(luld have the formal GOE letter of 
application for the IRD loan/grant by June 30 once he and the CONADE staff 
finished the review of the details of the project. 

The Vice President indicated that all three AID projects would support 
high priority GOE efforts and he thanked us for the responsive manner 
in which USAID assisted CONAnE and other agencies with project develop­
ment. He further said that he was very disappointed thRt more progress 
had not been made in implementing rural development programs. He expres­
sed hi~ confidence that given changed conditions during the past month, 
that more progress co~ld be made in the coming years. 

We then turaed our attention to the main purpose of the meeting which 
was to discuss the status of the Rural Dev~lopment Secretariat (ROS). 
The Vice President recalled how he had requested USAID assistance for 
IRD and the RDS concept when the Ambassador and I first met with him 
back in October 1979, and again in January 1980, when we discussed the 
AID program in Ecuador. (Note: In January 1980, we reviewed with the 
Vice President the outlines of the AID/Ecuador strategy as presented 
in the FY 1982 CDSS). He was pleased that we had moved forward quickly 
and again eTpressed the importance of an i~roved coordinatina mech~.m 
for rural development programs. 

I 
.'''''t 
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I indicated our concern about the slow progre •• in creetin, the IDS. 
I .aid that this would be an i •• ue at the AID/W review of the project. 
The Vice President a,ain expr •••• d his p.rsonal frustration at the 
slow pro,re •• on rural develop .. nt progr.... He indicated that the IDS 
deci.ion was pending with the Pre.ident. Current proble .. that we were 
faailiar with had prevented a decision. He again reaffirmed GOE policy 
to create the RDS and have the RDS administer all IRD project$, even 
those not funded by AID. The Vice President said the only pending 
question was the location of the RDS--either in the Presidency. Vice 
Presidency or CONADE. He indicated that the Presi~ent would make the 
final decision shortly. 

I indicated to the Vice President that the U.S. Ambassador had planned 
to visit the Pre8ident to discusss various matters including the AID 
rural development projects. The Vice President indicated that thi8 
would be positive and again indicated that we could advise"AID/W that 
it is GOE policy to create the RDS mechanism to administer IRD and 
related projects. 

We then turned to the status of other AID project3 including the inte­
grated urban development project/low cost housing and training for " .. 
development. We reviewed the status of each. 
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5C(1) - COUNTRY CHECklIST 

List~d ~el~w art, fir~t, statutory crit~r1. apolicable generally to FAA funds, and then criteria 
applicable to individual fund sources: Oevelop~ent Asistance and Economic Support Fund. 

A. '-~ ,tRn CRITERIA FOo CCC::TRY fLTCl81LlTY 

1. FAA Sec. 116. Can it ~e dE~onstrated that 
cOlltE:~;;>lat(:d e~sist!f,Ce I/ill directly benefit 
the n"e=:,,? If not, f::1S th<a C'f·=,ar~en'; of 
State dctennin<ad tr:t this 'JO~'Err:::;ent has 
er;a~ed in a cQn5is~~nt pEttern of gross 
viclaticr.s of interr.ationa"y recognized 
h:';::~\ln rights? 

2. Fl.:' 5ec. ~31. j'as it teen detennin<ad that 
the c:ovt:: .. r~ "nt of rEC i p i ent country has fa il ed 
to ta~e acequate stE~5 to preve~t narcotics 
drUQS and oth~r controlled subs';ances (as 
defined by the Co~~rE~=rsive Cr~; Abuse 
Prevention and Controi Act of 1970) prod:.;ced 
or ~rocessed, in whole 01" in part, in such 
cour-try, 01" trans~orted thrc~;h such co~ntry, 
froro't being sold ille~al'y Ivithin the juris­
diction of such country to l!.S. Governr.'ent 
pe~5~~r.el or their d=:=ro~ents, or from 
ent~ri"g the United States unlawfully? 

3. FAA Sec. 620(b), If assistance is to 
a goverr.-E!"t, has the Secre,"ary of State 
dete~inea that it is r.ot cor-trolled by the 
international COlmlunist move",ent? 

4. -t..! ~c:. 62G'c}. if assistance is to 
g:l\lerr,rte~,t, is the goverrr:e!'1t liat-le as 
debtor or unconditional ~uarar.tor on any 
deht to a C.S. citizen for gcods or se ;es 
furnished or ordered w~ere (a) such citizen 
has exhausted a\'ailcble 1E-~al rcr::edies and 
(t) cebt is not denied or cor.tested b,v such 
government? 

s. r':'A Sec. 6201e)(ll. If assistance is to 
a 90\'e'"~~:1t, has It r"cluding ;:vernr:1ent 
ag~ncies or subdivisior.s) taken any action 
~hich has the effect of natior.alizing, 
eKpro~riating, or other1ise seizing owner­
snip or centrol of pro:erty of U.S. citizens 
or entities beneficially m~ned by them with­
out t3ki~g steps to discharge its obligations 
to"ard such citi::ens or entities? 

1. The Department of State ha. 
not so determined. In addi­
tion, it can be demonstrated 
that a major share of che 
proposed assistanca will direct­
ly benefit the needy. 

2. It has n~t been so determined. 
The GOE has an active narcotics 
control program with USG sup­
port. 

3. The Secretary of State bas so 
determined. 

4. No such case is known. 

5. No. 



A. 

u. r~ ~~C. r?"f.), ~?~\f)i FY 79 AnD. Act, 
~~.""':-.~ 11! 'nd 1;'.6. Is recipient cour-try 
• t((".r·:': ,', t c.:.m1.r,r':ill .ss i ..,t.nce be pro­
vt.j~ t'J ti,e ',:::c1alfst PCfJubl'C of Vietrollrn. 
'.;::"'1ho<;:h. LJr.~. Cw~" Ugar. _, ~~OZlmbique, or 
r,'l!JOh ? 

7. Ft,' ':':.:;..!:';!U. Is reCipient country 
f" an'J I;'IV i' .• (JI"~Cl in (e) su~version of, or 
~. il ftu, .l~,;r;,~~icr. against, the United Stites 
nr any t~ur:~y r!caivi~~ U.S. a~sist~nce, or 
(~.) tL'.: pluro;ir:g of such subversion or 
;",'}re.~ ion? 

r;. [:~~,L..f?C'.J..!l. Ha~. the country permitted, 
C" fa i: :".! Lv:.; .. e ad~quate measures to prevent, 
t"e d,-:'lc r.r d(;!;tr:Jction, by mob action, of 
L' .s. ;:r(, •. z:r~ ... ? 

I'l. F .. • .. ! <;('c, f~O(1). If the country has failed 
t':.' ifi::1t.u; (; .~ investr.:!!nt !]~aranty program 
tor t~e sr~ci&ic risks of expropriation, incon­
vcrtitl1ity cr ccnfiscation, has the AID 
:.::'l;nistrat:,. ",HlJin the past year consi~ered 
~.~yir.1 assistance to such government for this 
reason? 

10. F;A S€c. 620(0); Fisherren's Protective 
~·:t o~ I, ::; "-:,r·;.~rl, ~·cc. !l, IT co:,;ntry 
~.s selZd1, or i~;:sta any p~nalty or sa~~tion 
agair.st. ar.:,.· U.S, fi3hing activities in 
~nternational .aters: 

II, has any de=uction requi,'e::l by the 
Fishernen's :r~tc:~ivc Act been made? 

b, has c~plete deni~l of assistance 
been cO'lsidered by AID Administrator? 

11. f'!,~ Se:. €12..i. FY 79 .o.::JD, Act, Sac, 6(13. 
{a} Is the t;overn!'1ent of the recipient country 
in default for more than 6 months on interest 
cr princi~al of any AID loanto the country? 
Cb) Is country in default exceeding one year 
on interest or prinCipal on U.S. loan under 
prograr:1 for which API', Act appropriates 
fundS? 

12. f'!I.A Sec. 62Nsl. If contemplated 
assistar.ce is cevelopment loan or from 
(conoi;c Su~~ort F:Jnd, has the Administrator 
taken into accoul1t the percenttlge of the 
wuntry' s bl.~Qet l<ihich is for n:i 1 itary 
expe~~itures,-the amount of foreign exchange 
spl.'nt on mil i tllry equi prnent and the 
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7. No. 

8. The GOE ia takin, .a.ur.. conilid __ 
ed adequate by the USG. 

9. Th. AID Adminiatrator haa not 80 

con.id~r.d. 

10. In r.cent year. no 8uch incident. 
have taken place 

11. No. 

12. Y .. , .. p.r the annual report on 
imp1...utation of Section 620 (8). 
Ecuador'. CY 1980 bud,et doe. not 
incr.... the percenta.e .pent for 
military purpo ... 



A.12. 

IfIIOUftt spent for U,'! purchas. of sophistfcated 
",apot\s syst~s? (t·n afffnnilt1v. In~.er NY 
refer to th. rpcord of'th. annull "Tal:in9 Into 
Consicfcrltfon" r"~O: NYC!;, IS reported in 
annual report on ;-::1.;"""ent.stfon of Sec. 620(s).· 
TM:; rl!~,ort i~ ~'rr-:·:,"r.~ at time of a;;:lroval by 
tile "'~linfstra~()r -:,c t"(, Oper~tion~l Year Budget 
ar.d can be tt'r: [;1':;;:; for an <1ffirrilth'e answer 
during the fi~cal y~ir unless significant changes 
in circ~~stance~ occur.} 

13. F': .. ~ ~ec. r.2~(t}. Has the country severed 
dipl~~atlC rel~:I:n~ with the United ~tates? 
If so, have t~(!y l·'~!:·, resuil1ed anj r.!ve new 
bi1~tr:ral assi:tancE ar.:-er:~!ents b'.!cn negotiated 
and entered into since such resu:~;Jtlon? 

14. F~l. So,,:, f:""r;) , ',:h~t is the ~~'-:ent status 
of toe cc.-',:r.l"~:Y:-~' c~:li~ations? (~tM country 
is In arre3rs, h- P

[ :~:h arrc~r3~'.!s ta~en into 
acc~:,mt by tt>e~ID: ~l1i~trator in do~en:1ining 
the current AI~ Cp~ra:j~na1 Y~ar Budget? 

15. F;~ S~C. €~~~, FY 79 An~ Act, S~c.· 507. Has 
th~ cc~~try ~r~~::j ~~~~tjary frc~ pr~s~cution to 
any ;nalvidual or g"c;~ \, .. hich has cc~;;.itted an 
act of ir.ternatior,al terrorism? 

16. FA;' Sec. 6~6. eel'S the country object, on 
basis 0" rJce. reljg'~n, n~tior.a1 crigin or 
sex, to t~,(! prE~-=:1c:e cf any officer or e:1p10yee 
of t~e L'.S, there to c~rry out economic 
develop:-1Er.t prc;rarl w.der FAA? 

17. F.!! Sec, ~::~, f';' C. Has the country, after 
August 3, lS77, Gij'~fred or received n~c1ear 
enricr.~ent or rcn"oce~si~a eouirr.ent. ~3!eria1s. 
or techn01c;!y. wi!~ou: s;:ecifled arrar£~'!"'ents or 
s8feau~rds? H~s it detondted a nuclear ~cvfce 
afte~ August 3, 1977, although not a "nuclear­
weapon State" under t:-:e nonproliferation treaty? 

mm::G C~!TERIA FC~ CC"':~:TRY ELIGISIUTY 

1. [I~ye1c=··e~t t5sist3 r ce Country Criteria 

a. F:'~ Sec, 1:'2;1:-'(4), Have criteria been 
e5ta~lishc: )'"i t.:. • .:;n into account to assess 
cc~nit~ent orogress of co~r.try in effectively 
involving the ~ccr In deve10~ment, on such 
indexes as: (1) Incre3se in agricultural 
productivity thrc!J~h :~!ll-farrn lobor intensive 
agriculture, (2) reduced infant mortality. 
(3) centro I of rc;:ulatic~ orCl,th, (4) eq;J31 ity 
of inw"c cjstrlt>.;tiC'~. (5) reduction of 
un('!'l;>loj~::cnt, and (E) j~creased literac,\'? 

13. No. 

....1 
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14. Payment status U current. 

15. No. 

16. No. 

17. No. 

l.a. AID/W has .stablished such 
criteria and th.y have been 
taken :into account :in 
reinitiating an AID program 
in Ecuador. 



B.l. 

b. FA~ $!S. lOA(d)(l). If appropriate, is 
thfs rlrvctnD~nt tlncludinq S.hel) activity designed 
to huild motiv.tion for s~jller fl~ilies through 
... mlt riutfc.n of I!(onor::lc and socill conditions 
',IlI,porth. of the de~ire for large families in 
prl)~r,lms !ouch IS education in and out o~ school, 
"litri tion, d1sclSe control, maternal and child 
h"Jlth ser'lices, agricultur.l production, rural 
dcvelnoment, .nd assist.ance to urban poor? 

2. r.con~1e Supcort Fund CountrY Crftpria 

•• FAA Sec. 502R. Has the country engaged 
1n I consistent paetern of gross violations of 
intprnationally recognized human rights? 

b. F~) Sec. 533(b). Will assistance under 
th~ ~outhern Africa prc;ra~ be provided to 
r·~oz~~biQue. Angol.1, Ta'iZ3l1ia, or Zambia? If so, 
ha~ President determined (and reported to the 
Conr.re~s) that such assistance will further U.~. 
10rldon policy interests? 

c. F~~ Sec. 609. If commodities are to be 
granted so that sale proceeds ~/f11 accrue to the 
recipient country, have Special Account (counter­
part) arrangements been made? 

d. FY 79 ~~,. A~t.Sec. 113. W111 assistance 
be providec for ene p~r~C3e Oi aiding directly the 
efforts of the govern~ent of such country to 
repress the legiti~ate rights of the population 
of such country contrary to the Universal 
Declaration of Human Rights? 

e. F~~ Sec. 620B. Will security supporting 
assistancE oe fu~nl~hrd to Argentina after 
Septsm~er 3D, 19787 

__ I r-) 
•••• 4 of'rl 

b. ODly iIulir.ctly, .. recipi_t. 
.chi.v. hiJb.r •• rieultural produc­
tivity ad iDeo... Coapl.-utary 
health ad faaily plaaniD. ..rvic •• 
will b. provided to the .... 
benefici.ri.. fro. oth.r AID 
proj.cu. 

2.a. Not applicabl •• 

b. Not applicable. 

c. Not applicabl •• 

d. Not appliCiLble. 

e. Not applicable. 
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5C(2) - rr.OJrCT C!itCIl-IST 

L1~tl'd below oJre !ltHut~ry crf~~,.ia ~~·:>1fcII!lle ol'""ra11 ... to ~"ojl'cts ~:Ith F'M r;"'d'i /Ill.· :.,., 'r:t 
crttcdcl ':1fIj11ic,'hl~ to 11.:.Hvl:!~Jl ( .... oj ~1'\Jr'=~~: r·,,,,·'l:,···~'~t ;'ssisUr:ee (~:itll II !ou/le.H(::."" :','P' 
crftr:rlil ilPIllicilule only to lo.:sr.~); oJr:;: [eonomlc Su:,:,or: Fund. 

CRess RrfCl\EliCES: IS C::~:,TP.Y C:=W'L:~T lll' TO nATr.? 
liAS ST,',:;i:A;:C m::' CI:ECKllST 6W: !:E'!I E::ED FOR THIS PI:OC:':CT7 

A. Gr.::~PAL CRlTERl A Wl p;:.~,':CT 

1.,rY 79 : . .", ,··~t l'~~:,=X~:"':'..!u~"::' I::;:l (b); 
Snc: '.",;" l.:d :',~.:",~ /;~ .•. , ·':::.'S cr. 
i.i!jji7.,m:.I::r.s of ~ .' :, :'? ~.~ .' ~ ,::~ I ~ ... e tnen or 
will te "ctiffL~ ~:,~:~r·!~r ~.~ ~·~jr~t; 
(1,) Is clS~;5t,'''CC :;i~ :r: :~ ':::-1:1·,~.ll YeJr 
GudS!t) cc~ntp~ ~r l~tcrr.~t;:'!l cr~lni:!tlon 
IIlloc!tio~ rc~o~tcj to C~·rp~ss (::r not ~ore 
than Sl million ov~r t~!t il~~rel? 

2. r~ A, ~"" , 611 (! \' ~). ~ri::" to ~~l igatlc:n 
In exce:;s of Yi7.~~:: ~ I:in :~"~e ~:! (a) engl. 
neerlng, fir.~ncial, <~d c:h~r '1!~s n~:cssary 
to c~,.ry c;;~ ~t:E: I:H~;:,":::e c:~j (ti a reascnably 
fim. estir.!te of t~e C~Ist to t~e 1:.5. of the 
ass1 stance? 

3. FtA Sec, 6l1(~~f2', If 'ur:~er legislative 
action is l'c:;!Jir;~ -:'::'It;~r, r~c·"~~r,t co'~n~ry, 
~hat Is bas1s fer ra!sc~!~lft ev::c:~tion that 
such action \,;ill to:! c"-'7'lete~ 11' ti-; to permit 
oraerly accc~pl1s~·er:t of c!Jr~~se of the, 
assistance? 

4. Ft.!. Set:. (j'1(~,\: r:', 79 ~:':, :'1;: 5~c, 101. 
If for .;ner Clr \:·~er·r;;, :~.':;:: :a~.:: r::.;o:.:rce 
eonstr~:t1or, ~~s crc5t~t i~t :-: s~:~c:rds 
and criteria as per :!,~ F-i-:~::as a~d Sta~dards 
for Pla:1r:ln~ \:,~ter a~j :alate: Lar:d ?esources 
dated Cctober 25, 1;737 

5. F/~!. Sec. 6'l(~1. If :roje:~ ;s capital 
assist:r:e (e,g" :~;5tr_::it~', !:-: ~11 
U.S. assi~tan:e fer it ~I:l e,:~~j ~1 ~i11ion, 
has Mis$ion Director c€r:i~I~~ e~d R:nional 
hsslst3~t A~~inis~~~:~r :~: f, 'r:: c:~sidcra:ion 
tr.a cour-tryls ca;:,,~·~1it·1 ~rfc:-:~· .. e'y to rnaint~fn 
and utili~e th~ proje:t~ 

6, Fft,~ ~I!C, 2~'?, Is ~r.:~.,:t s:;:;,:'!:tit-le of 
e).ecut'"Gi~t of r,; '-:-;1 c:- • ,.l:i1,,~crll 
pr~ject? If sc w~y is r~~!:t -:: so ~~~cutcd? 
Ir.folT!a~i(ln an~ C:l~Cl::5 ~:; I.:·,,:·:r assistarce 
will enccur~ge r~qi::-~al d(:'.cl:; - '~nt pr~9rar.1s. 

1. Project was originally the major 
component of the Technological 
Acceas Networks for Small Farmers 
Project, listed in FY 1980 
Congressional Presentation. A 
revised notification to Congress 
will be made due to changes in 
funding levels and certain 
componentB. 

2. Reasonably firm enimates of costs 
have been made and are summarized 
in this Project Paper.. Relevant 
engineering and financial plans 
have been prepared. 

3. No such action required. 

4. USAID believes so. See Annex lA, 
Section III for Statement of 611 
(b) Compliance. 

5. AID Representative for Ecuador bas 
so certified. 

6. ,No, the Project is Ecuador 
-specific ,in its institution­
building aspects. 



A. 

7. ,.,. S.C. 601{1~. lnfonllltton Ind conclusi(!''1 
whether project wi 1 encour'ge effort~ of the 
country t?: (I) tncrease the flow of international 
trld •• (b) fost.r private initiath'l' and competi­
tion. (c) encourage developr~nt anG use of 
cooperatives, credit unions. dnd savin~s and lOin 
Issoci.tions; (d) discourage monopolistic practie.s; 
(e) improve technical p.fficiency of industry, 19ri­
culture Ind commercei end (f) strengthen free 
llbor unions. 

8. FAA S,e, 601lb~. Inforo,latton and conclusion 
on how proJect uil encourage U.S. private trade 
and investment. abrold and encoura~e private U.S. 
participa:ion in forei;n assistance programs 
(including use of private trade channels and the 
services of U.S. private enterprise). 

9. FAA Sec. 612(b); Sl'c. 6:(i(h). Describe steps 
taken to assure that, to tr.e ;;,ax;rnum extent possi­
ble, the country is contributing local currencies 
to meet the cost of contra::tua1 and other services, 
and furei;n currencies owned by the U.S. are 
utilized to meet the cost of contractual and 
other services. 

10. fM.Sec. §12(d). Does the U.S. o~m excess, 
foreign currency or the country and, if so, what 
arrangements have been made for its release? 

12. FY 79 ADe. Act Sec. 60S. If assistance is 
for the production of any co~cdity for export, 
is the ccmodity 1 ikely to be in surplus on I~orld 
markets at the time the resulting productive 
capacity becomes operative. and 1s such assistance 
likely to cause substantial injury to U.S. 
producers of the same, Similar, or corr.peting 
cOIIIIIodlty? 

B. FUNDING CRITERIA FOR PROJECT 

1. Development Assistance Project Criter~ 

a. FAA Sec. 102 b)' 111' 113' 281a. 
Extent to W lch actIvity WI I I ,a e actively 
involve the poor in develo~ment, by extending 
access to economy at local level. increasing 
labor-intensive production and the use of 
appropriate technology, spreading investr.1ent 
out from cities to small tal'ms and rural areas. 
and insuring wide participation of the poor in 
the benefits of development on a sustained 
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7. The Proj ect i. • .. red to iAcr ... iAl 
arricultural efficiency in the 
lUll tara .ector. Cooperative. will' 
be used .. a vehicle to .chieve 
improved amall far.ar production 
and income wheDever po •• ible. 

8. Many good. and .ervice. under the 
Project will be supplied by the U. s. 
private sector. 

9. The GOE is supplying approximately 
50% of the Project's costs. In 
general, foreign exchange costs will 
be provided by the AID component. 

10. No. 

11. Yes. 

12. No assistance is contemplated directly 
for export crops. Indirectly, assist­
ance is being provided for planning 
an integrated rural development 
project in a coffee-producing zone. 
This assiatance is not expected to 
have a significant effect on the 
coffee market. 

l.a. The basic objective of the Project 
is to assist the productivity and 
incomes of the rural poor through 
integrated rural development 
projects. The system has been 
designed to enhance the participa­
tion of the beneficiaries in both 
the planning and the implementa­
tion stages of the projects. The 
diffusion of resources and appro­
priate technologies to the 
beneficiaries is an important 
part of the proc .. s. Cooperative. 
will be as.isted tg be p,rt of the 
integrated rural development 
proc.... Addre •• ing its rural 
poverty probl... throulh integrat­
ed rural development proje~ts is a 
bigh priority self-help effort of 



1.1 ••• 

Nlis. usfng the IP'PP'Oft,.fat~ U.S. fn~tit"tions; 
(b) help dtvelop c~De"Ativ~s. e:pecially by tech­
nicil Is~istance, to a~~i~t rural and ur~Jn poor to 
help th~~elves tow.rd bett~,. life. and otherwi~e 
encour'l}e d!'C:ocriltic priv.Jtl! and loc.l ';l)ve:rnMlmtal 
fnstitution'S; (c) su~port the self-help erforts of 
dey.loping countries. (d) pn~ott: the r.·articlr·ltlon of 
weI!::en in thC! national ecc~,:;:'!ics of dC'/elooi,,') countrie 
Ind the i~rove'llcnt of ~iOr'!:n"s status; and (e) utilize 
and encourage re?ional co~r-cration by developing 
countries? 

b. Ff,A Sr.c. 103, 103~! 1,.,4, 105. '''5..J.QZ.. 
Is assistance helng ~a~e avall~~le: (Incluoe only 
Ipplicable paragrilph \'Ihlch c'Jrr~:;ponds to source 
of 'IOrods used. If :::ore tI.iln onC! fund scurce 15 
used for prcjc:t. include relevant paragraph for 
each fund source.) 

(1) (103) for agriculture, rural develooment 
or nutrition; if so, extent to which activity is 
specifically de~igned to ir.:re~se procuctivlty and 
inc~e of rural po"r; (103~] if for agricultural 
research, is full account t~ken of needs of s~a11 
far:::ers. 

(2) (10~) for population planning under sec. 
l04(b) or health under sec. lO~(c); if so, extent 
to I:hich activity e!!:;:,h!slzes 1 co,./-cost , Inte;ratE'd 
delivery syste~s for health, nutrition and fa~ily 
pllnning for the poorest pec~le. with particular 
attention to the nee~~ of rJthars and 'young 
chiidren, using parare~ical and auxiliary medical 
persennel, clinics and health posts, cc~~ercial 
distribu'cion systems and other modes of cOJTr.lunity 
research. 

(3) [lOSJ for education, Dublic admini­
stration, or hU~Jn resources develop~ent; if so, 
extent to which activity strenr.thens nonformal 
education, ~akes for~31 ed~:ation more relevant, 
especially for rural fa~ilies a~d urbJn coor, or 
strengthens r:lanage::;ent capability of institutions 
enabling the poor to pllrticip.)te In developr.ent. 

(4) (105) for technical assistance, energy, 
research. reconstruction, and selected develop~ent 
problems; if so, extent activity is: 

(1) technic!1 cooperation and de\'elop­
ment, espeCially with U.S. private and voluntal'Y, 
or regional and international development, 
orsanizationsi 

(ii) to help alleviate energy problems; 

(iii) resEJrch into, and evaluation of, 
economic development processes and techniques; 

(iv) reconstruction after nJtural or 
manmade disaster. 
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the GOE, which AID i. activaly 
.UPportinl. Wo .. n'. problema have 
been taken into account in the 
de.ian of the Project'. activitie., 
and it i8 believed that the 
specific interventions designed 
vill improve the participeti~n in 
development and the statuI of rural 
women in Ecuador. 

b. The assistance is being made avail­
able for agriculture, rural develop­
ment, and nutrition t under Section 
103 of the FAA. The Project will 
stress the building of an integrat­
ed rural development system to serve 
the needs of the rural poor and to 
help them improve their incomes, 
productivity, and well-being. 



1.1.b.(4). 

(v) for special deyel~t problem, 
and to .nabl. proper utilization of e~rlier U.S. 
infrastructure, etc ••• ssistance; 

(vi) for programs of urban development, 
es~teially SMall llbor-int.nsive enterprises, 
mlrkettng systems, and finlnci.' or other insti­
tutions to help urban poor participate in economiC 
and social d.velop~ent. 

c. (107) Is approprilte effort placed on use 
of Ippropriate technology? 

d. FAA Sec. "~Ora). Will the recipient 
country provide at least 25: of the costs of the 
program, project, or activity with respect to 
which the assistance is to be furnished (or has 
the latter cost-sharing requir~nt been waived 
for a "relatively least-developed" country)? 

e. FAA Sec. ,'O(b). Will grant capital 
assistance be disbursed for project over more 
than 3 years? If so, has justification satis­
factory to the Congress been made, and efforts 
for other finanCing, or is the recipient country 
"relatively least developed U ? 

f. FAA Sec. 2Bl(b). Describe extent to 
which program recognizes the particular needs, 
desires, and capaCities of the people of the 
country; utilizes the country's intellectual 
resources to enCOl!rage institutionlll development; 
and supports civil education and training in 
skills reqw1red for effective participation in 
governmental and political processes essential 
to self-government. 

g. FAA S!c. l22(b}. Does the activity 
give reasonable pro~ise of contributing to the 
development of economic resources, or to the 
increase or productive capacities and self­
sustaining economic gro~lth? 

2. 

a. FAA Sec. l22(b). Infannation and 
conclusion on capaclty of the country to repay 
the loan, including reasonableness of 
repayment prospects. 

b. FAA Sec. 620(d). If assistance is for 
any productive enterprise ~;hich will compete in 
the U.S. with U.S. enterprise, is there an 
agreement by the recipient country to prevent 
export t~ the U.S. of more than 20~ of the 
enterprise's annual production during the 11fe 
of the loan? 
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c. The Project is specifically a .. igo­
ed to d..anatrate and diaseminate 
technologies appropriate to the 
needs of small farmers. 

d. Yes, the GOE will provide approximate 
ly 50% of the costs of the Project. -

e. The Project does not involve gra.'1t. 
capital aS3istance. 

f. The Project fulfills a high priority 
.•• K~ as statad in the GOE' s Develop­
ment Plan and publicly by top of­
ficials. Ecuadoreans wer~·involved 
closely in its design. The Project 
will be carried out through a 
variety of Ecuadorean institutions, 
from the ilighest governmental levels 
to local levels. 

g. Yes, the Project should cause an 
increse in the incomes of a large 
group of E!",uador's poor, and an 
increue ir. Et!U'II:!~rean food produc­
tion. ThyS it shoul~ directly 
contribute tobhe country's self­
sustaining economic growth. 

2.a. Not applicable. 

b. Not applicable. 



3. Project Criteria Solely for Economic 
SUC:l?rt Fund 

I. FAA Sec. 531(a). Will this, assistance 
su:lport promote ccon~;r.ic or po'litical stability? 
To the e~tcnt pOSSible, does it reflect the 
policy cirections of section 102? 

b. FAA Sec. 533. Will assistance under 
this chaoter be used for miHtary, or 
paramilitary activities? 

AuG I 
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3.a. Mot applicabl •• 

b. Not applicab!c. 
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5C (3) - STAr::lARD !T£:I C~ECi:L1 ST 

Listed below are stl!tutory items ~/hich no""~l1y will be covere:! rOlOtinely in those provisions 
o! in assistance a9reemont dClllinQ with its i;::plc-entaticr:. or covered in the a9reement by 
i-~Dsin9 If~fts on certafn uses of funds. 

T~ese items ar! !rranged under the general headir.;s of (AI Pr~~urer~nt. (e) Construction. and 
(~) Other Restrictions. 

:.. PrOC;Jrement 

I. FAA Sec. 602. Are there arranoemer:ts to 
PClT.'it U. S. s:r.a n bus i n:!ss to pard c i ~He 
equitably in th~ furnishing of pOOdS an~ 
services finance~? 

Z. FM S!!c. 604/a). ~·:ill all cC::T.1odi~y 
proc~remefit tln~~ced be from thp U.S. e~ct~t 
as otherwise determined by the President or 
under delegation frem him? 

3. FAA Sec. 60~(1). If the ceoperatin~ 
country discri~inates against U.S. mari~e 
insi,irance corr.panies. l· .. n I a .. ree~ent re~uir.e 
that marine insurance ~e placed in the 
United States on corl'om:Jcities financed? 

4. FAA Sec. 60~(e). If offshore procure~ent 
of a;ricultural co"~od;ty or orOCJct is to be 
financed, is there provision against such pro­
cure:::ent l'/hen the do::--:stic price of such . 
co~odity is less than parity? 

5. FAA Sec. 60S(a). ~ill U.S. Government 
excess personal property be utilized wherever 
practicable in lieu of the procurement of new 
i te:::s? 

6. FAA Sec. 603. (a) Compliance with reQuire­
ment ln sectlon 901 (b) of the /1erchlnt ~'~arine 
Act of 1936, as amended. that at least 50 per 
centum of the gross tonnage of co~odities 
(cc~~uted separately for dry bulk carriers. 
dry cargo liners. and ~3nkers) financed shall 
be transported on privately owned U.S.-flag 
co~ercial vessels to the extent that such 
vessels are avai'lable at fair and reasor.able 
rates. 

7. FAA Sec. 621. If technical assistance ;s 
financed, will such assistance be furnished tv 
the fullest extent prac:icable as goods and 
professional and other' services frOM private 
enterprise on a contract basis? If the 

1. In accordance with AID regulations, 
proceduru encouraging small buaines. 
participation will be followed. 

2. Procurement is planned from U. s. 
and host country for grant funds, 
and a180 from Code 941 countries 
fer loan funds. Waivers from such 
source. will be requ6sted as required. 

3. Not applicable. 

4. Not applicable. 

5. Yes. 

6. Such proVJ.s10ns will be written 
in the Project Agreement. 

7. Technical uaiatance is expected 
to be contracted primarily from 
private firm8 and individuals. 
Contracts may also be made with 
international organization. 



" .. 1. 
fa~t11ti.' of other Federal agencies will be 
utllt~~1 •• re they ~aritcular'y suttao!~, ~ot 
Ct~petl~iv~ with p~ivate ~ntcrprise, and r.ade 
a;aile~le withryut undue interf~rence with 
dr:~:estjc progralT's? 

~. !l!t~M'\.lt;,)Ml :'ir Trer;r~rt. Fair 
Cc-n(;t·'-·:j~;7"fr:~Ct.-:-!S),~. If afr 
rr-"r.:;-~-:;r-t";t Jr,n (j~ ',,=,':;on$ or ~'i :;oerty is 
ft~3nc~c on ~r~~t ~~sis, will orovision be 
~~~~ ttst U.S.-f13~ carriers will be utilized 
tr. the e~tent suCh' service is available? 

9. FY 71 ~~~, Act ~ec. lOS. roes the contrac 
fo" rl-f7.7'·-(;:~cor":31n ~ 'frovlslon authorizin 
tt.:: tor-illation of s:;cn ccr.tnct for the 
c~~vcnji~:e of the ~~ited ~ta:es? 

L:. Cr:~~trt:~~;on 

1. F,']. :ec. 61J1(dl. If a capital (e.g., 
ccr.str:-::lon) prok:t, ar!! engineering and 
p~c:essi:nal services of ~.S. fi~s and their 
aftili~~~s to be used to t~e ~3xi~um extent 
consistent with the national i~terest? 

2. FAA ;ec. 61l(c). If contracts for 
ccr.stru::ion are to be fir,anced, will thev be 
let on a ccmpetitive basis to maximum extent 
practicable? 

3. F~.~, ~e~. 62~(kl. If for construction of 
prc:uc:i;e entelprise, wi~l a~greg3te value 
of assis~ance to be furnish~d bv the United 
States nct exceed S100 million?' 

1. Ft-.!. S-.!c. 122 (e'. If ceveloP"lent loan, is 
interest rete at least 2~ per annum during 
grace period and at least 1', per annum 
therea fter? 

2. 301(d. If fund is established 
sole y t:y •. t:ontribllticns and administered 
'y an international organization, does 
:or~trolier General have audit rights? 

I. FP .. Sec. 520(h), Do arranoements preclude 
Ir07:.ir.; or assistir.g the &oriegn aid projects 
'r acth'jties of C::"~-;;nist-bloc countries, 
ontrary to the be~t interests of the 
nit;d S~ate~? 

F.r..,; ~ec. 6::6(i), :5 financing not per.rritted 
) t'" use.:. wit'1out \;~iver, for rUI'chilse, long­
!".: lo:!3Sc. or t!\cha"::? of ~·~tOI· vehicle 
Inu~Jct~~~J outsi~e ~he United States, ~r 
hll-.~nt.v or Stich tr.lnsaction? 
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8. Ye., the Project AgreeMDt will 
ao atat". 

9. Yes, it 'Will. 

1. Not applicable. 

2. Yes. However, no contracts for 
construction are expected. 

3. Not applicable. 

1. Yes. 

2. Not applicable. 

3. Yes, arrangements preclude 
activities as stated. 

4. All motor vehicles to be financed 
are ~ected to be procured from 
the United States. 



~. ~tl1 .rr.ft~ements preclude us. of f1n.nctn,: 

a. F~A ~~C. 'C~!'). To pay for perfo~~ncr. 0' 
,II '" t trlJl~ or--t(, r·ot i, He or coerce per!:nns t.o 
,"",':tiCI: .bortinns, t? r:~y for perfo~.ance of 
ir""luntil"Y stuil iZ1.tion, or to coerce or 
I'r',/irte fiMncidl ir.r.antive to any person t!.. 
UI"~~'rgo steri lizat icr.? 

b. F~" Sec. 62J'~~. To c~pensate owners 
for expropriatc~ natiOnalized property? 

c. FAA ~ec. 6nn . To finance police training 
or other-Tiwer.1orce-:-.ent assistance, except for 
ndrcotics progr3~s? 

d. FhA Sec. 662. For CIA activities? 

e. Ff 79 AOD. ~:t Sec. 104. To pay pensions. 
~tc., for milltary pe~sonnel? 

f. FY 79 Apo. Act Sec. 106. To pay U.N. 
lS5es!.meiitS ? 

g. f'( 79 /l:lp. ;.c~ Sec. 107. To carry out 
lrl)visior.s of F':.~ S:::iC:~S 209(d) and 2Sl(h)? 
:Transfer of FAA furods to Multilateral 
",ganizations for lending.) 

h. FY 79 A~D. Act Sec. lIZ. To finance the 
·xpcrt of nuclear eq:J~=-,ent. ruel, or technology 
r to train foreign nations in nuclear fields? 

i. FY 79 /l.!:lD. ".ct Sec. 601. To be used for 
ublicity on prcpa;~~c3 pur~oses within United 
tates not authorized by the Congre~~? 
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5. Arr_ .... U pr.c!ud. the f:iA&ciDa 
of all it_ lUted. 
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1. Purauant to Section 10J of the Foreign .... i.Unce Act of 1961, as 

amended, I hereby authorize .the Integrated Rural Development Project 

for Ecuador involvina planned obligations of not to exceed $9,800,000 

in loan funds and $2,000,000 in grant funda over a four (4) year pe-

riod from the date of signing of the Agreement to the Project Aasiat-

ance Completion Date (PACD) ,subject "to "the- availability or flmriS- in----

accordance with the AID OYB/allotment process, to help in financing 

foreign e7change and local currency costs for the project. 

2. The Project consists of making operational Ecuador's integrated rural 

development mechanism through: (1) the financing of technical assist-

ance and related activities for the Rural Development Secretariat (IDS) 

(2) the provision of financial and technj~al aabistance for implement-

ing two IRD field projects located in the central Sierra (the Salcedo 

area of Cotopaxi Province and the Qu!miag-Penipe area of Chimborazo 

Province, and (3) financing the planning of new IRD projects and 

assistance for regional development organizations. 

3. The Project Agreement which may be negotiated and executed by the 

Officers to whom such authority is delegated in accordance with AID 

regulations and Delegations of Authority shall be aubject to the 
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follovinl usential te~ and covananu and .. jor conditio.... to­

.. ther with .uch other ite. and conditiona u A.I.D ... y de. ap-

propriate. 

4a. Source and Orisin of Good. and Service! 

Except for ocean shipping, goods and services financed by A.I.D. 

UDder the Loan shall have their sour<.:e and origin in Ecuador, in the 

United State., or in countrie. included in Code 941 of the A.I.D. 

Gaoaraphic Code Book, acept as A.I.D. may otherwise aaree in writinl. 

Ocean shipping financed by A.I.D. UDder the Loan shall be finance~ only 

on flag vessels of the United States or of Ecuador, except as A.I.D. 

may otherwise agree in writing. Except for oc~ shipping, goods and 

services financed by A.I.D. under the G~ant shall have their source 

m\d origin in Ecuador or in the United States, except as A.I.D. may 

othe~lse agree in writing. Ocean shipping financed by A.I.D. UDder 

the Grant shall be financed only on flag vessels of the United States, 

except as A.I.D. may otherwise 6gree in writina. 

b. Conditions Precedent to First Disbursement 

~xcept as A.I.D. may otherwise agree in writing, prior to aay disburse-

ment, or the issuance of any commitment documents UDder the Project 

Agreement, Ecuador shall furnish, in form and substance .atisfactory 

to A.I.D., evidence that: 

1. a Rural Development Secretariat (RDS) has been legally established; 

2. an Executive Secretary of the RDS hal been appointed and i. vork-

ing in that capacity. 
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e. Coaditioaa .reeedaDt to Diabur....ut of Project fURd. other than 

for technical ... i.tance, atudi .. and related it ... 

Except .. AID may otheIVi.e agne in writing, prior to any diabur.e-

.ant or the i.auance of any commitment documanta under the Project 

AlreDent for other than technical usutance, .tudi .. and related 

it_, Ecuador shall furnish in form and subftance .atisfactory to 

A.I.D., evidence that: 

1. the operating procedures for the Rural Development Secretariat, 

including appropriate regulations and operating wanuals; 

2. the IRD Fund be eatablished, including accounting and operating 

procedures j 

3. the RDS have a plan for evaluating the IRD program as a whole. 

d. Conditions Precedent to First Disburseaent of funds which will be used 

to implement any of the activities (except for techniLal ... istance) in 

either the Salcedo IRD project or the Qutmiag-Penipe IRD project 

Except as AID may otherwise agree in writing, prior to any disburse-

ment other than for technical assistance for the Salcedo or Quimiag-

Penipe IRD projects, Ecuador shall furnish in form and substance sa- . 

tis factory to AID: 

1. an implementation plan for the individual IRD project that must 

include signed agreements with MAG, lNEBHI, BNF, IERAC, INIAP and 

all other participating institutions each such agreement to include 

detailed technical plans of specific activities to be UDaertaken 

within the IRD project. The implementation plan .bould alao in-

clude the following: 

(i) detailed irrigation plana prepared by INEBHI for all irriga-

tion worka to be carried out, illcluding distribution canala and 
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(11) • co.plete f1r.t year operat1na plan for the IID project 

1u.cl1:.dina activitie. propo .. d, objective., bud.eU: aDd 

1I8thod. for lDOD1torina anriroDlUDtal a.pecta of the 

propo.ed activities. 

(i11) tha evaluation plan for the specific IRD project, 

including baseline ciata or detailed arrana_ents on how base­

lina cia't. will be collec tad. 

e. Conditions Prece4!!!.Uo First Disburs .. nt of fund. for IBn Plaunins 

Activiti6:1 

Except as AID may otharwise agrea in ~iting, prior to any disburse-

ant for IRD planning activities, Ecuador shall furnish in furm and 

substance satisfactory to AID: 

1. An agreement beeween the ROS and the respective local planning 

and coordinating organization, such aar.amant to include a de-

tait.d description of. and budget for, tha propo.ed study. 




