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'I'he loan Has autl:orized in June, 1970, to lJrovide credit 
!:'esou~ccs arld tccimical .:ls:::;i.ct.::;nc:c in SUr>~'0':+-. ()f ? iC--,;;' 

prC'jrar:l of Gi.ld.ll indu::;~ry d<:!vclo!,?,",cnt. !t \~,:'~~ desiS':1ed ';.:0 
facilitate institutional innovation ~nd est~~lish ~ ne~~a­
nis!11 through ~1:1ich .'\ID-finJ.ncQd inputs' could lx~ -::h.::nn~l:::j 
to ex~and and modernize c?Grat!~ns of the t~=g~t group, 
small cnt!'cpreneurs. Thu:s, h.TO cle1 f,se s of out.~~uts '::'C:::'3 

envis,icD3ct in the proj ect design. One clilJ:;' ',·;r'.G :.i.::-:G!:T.~s!­

diatc OUt;:U1:.3 or the establish::-.cnt of c~rtC'..in u.c::c::-:t~~l'~ 
insti t1.1tional and ac1rninistra t:i. ve (~:-rL!ll(,;er.1entG. T:-"~ o'~~~'~~r, 
depcnden'c class of output.s i,T.J.S ereJ:'. t az ... tl tc:cl1nical '::'8-

SiGtClJ1Ce to S~.:ll1 cntrcl?rc:l'o'~u!'s. 

'l'!le j.IT:plcr:·,cnta tion of L -03 4 ~'TaS in:' ti~lly sloh''2d ~y a 
series of f~ctors cxoqe~QU3 to the project. ~ ~3 ~ont~ 
doli;l~' occurr,· 1 jJ~~t ,';'~en t:'H2 3.uthorization d~t:) tlnd cl~te of 
loan signatur8 in ~oy of 1972. In 8arly 1973, a CC~?l3t~ 
turnove!." of GOE tcc!'micnl stuff in ch:.rgc of proj ~ct 
mnna0ement ca'J.sed ,'1. secc:lCl less of. loan nlOn'.cr."::.um. Thi~, 
turnovor alGo meant tha 108s of all GDE pcz'~on~cl ';iI~O l~:.\c! 
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J<1rtic i;J"l t:", in dcsirrninr. t:1e lO.:J.n and its o)era tion2.1 
~c::')ccific:, <1nd leci to - t:le - a)::-~C'intnent of ne:.' k1 ersonnr.;1 of 
<1iffcrin<; o'ltloo)(. The cumulative effect of these. factors 
'.las a lleaJ~ening of the insti tutionCll ami udministra ti ve 
arrC1n~fement.'3 for implenenting the loan. 
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io'urther in~)ler,lentation difficul ties m~re created in nid-
1~73 D;"T r;OJ~ !',)assa<]e of its "Fondos Financieros" legislation. 
Thi.s legislation al tercd ami adapted the ;,Jrior "Trust Fund" 
l~ch3nism for im~lementing the loan in order to accc~~odate 
neH GOT~ initiatives, such as the levying of portfolio dis­
tribution requirenents on ~)rivilte hanks, the creation of 
internal lines of s)\ort tern credit und so forth. .oreover, 
the legisl:1tion Si)Un-off teclmicul GOE personnel from ti1e 
C8ntrul jJanl: to t;18 ;linistry of Industrie.s, resultinC] in 

vi fru<]T',lentaticn of the loan t s implementinC] structure. ?his 
fraq!11enta tion - or serar.l,tion of technica 1 ()roj ect Cli.j -

~raisal) from financial (crectit risl:) res~onsibilitics -
hu.G continued and is identified by both GOr.: and US1\ID as 

j the L!rir:iary structural bottleneck constraining loan use 
at l.n:esent. '.i.'hat is, the ~linistry LJersonnel appointed in 
early 1973 have defined their role as tl1e technical one of 
generating snaIl entreyreneur investme~t Dropnsals. Little 
"'PS~r-(l 1"",c: 1~0,?!! ::!""!J)T.T., fo~ t!:~ ~=:'-=~!:"i2. ~f :;.J.=~'::::'t:~t.':':::.: 

ba111~s or tIle Central Banl:. For this reason, the b~~1"~]:s 

have been reluctunt to rely upon the .!inistry' s credi t a:?­
provals or teclmical capabilities. 

Due :rimarily to the fragmented i~olementing structure, the 
level. of .:;ub-lending to small entrepreneurs fro::l L-O 3,~ has 
fallen short of expectations. It is LJossible, hOT.'leVCr, to 
briefly assess the luan' s performance at the Qut:.:.;ut le'lel. 
Det~.'ecn the rneeting of CP' G to Initial DisbursCDcnt i:-. late 
197~ uncI 9-30-75, L-03·1 had financed 32 su;)loans, ';/it.:1 cor-

I'responding disburse:::ents of $,,],30,000. Thirteen of tlE~se 
subloans ':lere ext2nded in nui to/Suayac~uil ~-!hile 19 ~';cre out­
side t~e major cities, including rural an1 small city opera-

L---,tions in Vinc'~s, ::ilagro, Portoviejo, :lanta, llontecristi cJ,nc: 
nioharD)a. AJJroxi:::ately $lGC,OOO was disbursed for 3hort­
tern pur;:>oses '.;1 t'1 around $ 312,000 disbursed for mediun to 
long-term purJoses, prinarily equipment/macllinery ~inancing. 
~j~ll J':1.anuf,:".ctt,ring industries benefitting to da~e fror,l loan'­

'vf.inllncec1, crl!.:i ts include L111kcrs or processors of nctal, 
',)lastic ~)roclucts, SI"1ull al?~)lianceG , furniture, 'i1indo~'ls, bric::s, 
C]lassuare, feod :?re.serves, sausa'ges, rubber tires, poul t r '!. 

rocL crushing, rice, etc. Al thOUg~l not fully verified , it:' 
'~ C~,ti~L3tcC~ t!12..t. 165 jo}.;:; hu·\te l:,eeI1 directl:l ~reaL8\..1 ill 

'ti18se enter~n'ic;es as a result of receivinc;' loan-financed 
credits. ~his cstinate of Job-creation is, Gt present, the 

U:KL.\SSIFIED 
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only aVClila;;lc indicator of L)(~ncfit incic1cnc~ at the 
project ._'llrLJose level. There have not yet )jeen enough 
~llJ~lo(lns (out,'uts) to ~larr.:lnt attem:)ts at measuring otller 
i)ur:'ose level; ,cnefi ts such as the extcnt of expansion or 
l'lodcrnization a:-.Ion<] credit recipients, C.C]. in terms of 
;)crcentaoe increments in ~)roC1.uction and income. 
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T'.le Llajor accor.:-:>lishment of L-034 to date has been of an 
insti tutionul or interLlediate outJut nature. Taken together 
\-!ith a 1970 :lorlc1 I3anJ~ cattle loan anc1 l\ID Loans L-032 and 
033, the ;'[12111 Enter?rise Assistance Loan ,:as instrumental 
in establisl1ir,<] the Central Bank facility for the rediscount 
financin~ of developroental credits extended by the ?ublic 

\\ anll priva tc bankin<] s~;3teL1.s. 'rhe Central 3anJ~ had )re­
viously lir.ited its concerns to macro-economic probleMs, 
e. ~i. !)alancc of L)ayments and rm;Jlic finance. '.rl1is ne~l 
facili t~r h2_s succcssfull::.' L1o~)ilizeC1. anc1 channeled (,~E 
re~;ources - r.1ostl~' in the forr,1 of short-term lines of 
creJit - to a variety of ~roductive uses in the agriculture, 
in(lustri.:ll, iis!1inr;! and tourisr.l sectors. L-() 3 ,1 ilas thus 
11cl;.)e<.1 institutionalize an approClch to a i)ressing GO.c need, 
ll.:l.ncly the ncell to o~.)en nc\-! channels for the movement of 
T'cnu(1or IS' rp.sourccs to (1cvelo l )incr sectors. 'T')1f' GOG C"lI1-

tinues to self-il'nrove the effectivencss ot its financing 
facili t,/ on t;iC LJ.:lsis of cX;Jerience Hi tll it. 

In brief, t:le institutional effect of L-f13t! and the other 
10uns F'.en tione\: ClhO'le has ];een SUI'S tuntial and ~:ortll~.'ll.ile. 
It is no'.' accorllL J lisllec1. ':1:'118 rcal tas1: of: tllis joint ,~oc­
USi\IlJ evaluation \las to idcl. tir',' l.Jottlenccks to t11e use of 
L-034 Clnu \l::l.ys o~ overcor:1ins tllCfll in order to facili ta te 
a r:lore ra~)Ll flo\1 of ~)rojr;ct out_1uts an(i I thus, increased 
benefi ts as ,·lea.surec1 b~' j 01 ~-crea tion Clnu increr:1ental ~ro­
(~uction from tile tar,]et enterLJrises. 

S.ilis task !laS been facilit.:\ted 1..,y a dynamic ne'.l :linister 
of In(lustries '.Ii tIl a strong_-'r i vn te lJanking background. 
lIis pro~Josnls ancl \.'is;lCS are reflected !.:\clou. ',:'~ '-,:licve 
ot~.ler Le~' c~~nnCfes in t:le GOE Hill al.:Jc hClvc a ~)ositivc 
influence u~')on iL'clcE1ent.J.tion of t;w lonn. Onc is the 
early October a:'jJointncnt of a neH C:cner:J.l :~anaC]er a t the 
Bi,lr \r!lo has close 'ilor"kinS kno\llcuge of .:'In loan ~)rojects 
L-032, L-033, Cln~ L-03·1. .i'illother. is the neT:l ilinister of 
Financins - a)~)ointec1 in Se)temJ.::cr - '.:ho .:;hares this prior 
el~)ericnce Hith, and interest in, these loan projects. 

U11CLn.SDIFIBD 
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1. Ineffective 3-,,rste:'1 of Dual Credj, t ,'\));)rovals. As­
i.>riefly described above, the movement of L-034 has Deen 
constr.::d.nec1 ;'Y Ll fragE1ented impleJ'1entinC] structure. That 
is, the role of til(! ~linistry unit hLls not Deen coorclincJ. ted 
~'.'ell Iii til the role of the partici]?ating Danks and vice 
ve.rsa. This is evidenced by cop.u-.mnica tion elifficul ties, 
a duplication of efforts and a resulting proliferation of 
red ta1)e anr1 ~")a:Jerporl: as each institution continues to 
utilize its o~m systen of )rocessing credit requests. 
SYT.1~)tor.1a tic of such ailments cJ.rc loan l..Jrogress reports 
fred the : Iini str:i unit 0 r1'hese rC~Jorts SllOh' large nw:lbers 
an(1 cJ.r1ounts 0 f cr8eli ts cJ.:;l'I.)roved at the Ilinistry but do not 
include (la.ta on t'le !)articipa ting banJ~ approvals neces sary 
to fincmce the creeli ts 0 In brief, as the structure no\'! 
stands, both the :linistry and the ~)artici~)ating bank se­
JcJ.rately cJ.~provc a credit before it ~econes eligible for 

diGcount at t:le Central DanJ~ and subser·iucnt reir:.bursement 
b:/ j~I;) 0 The length of, and. aif £ ieul ties inherent in, this 
s~·StC1'1 of dual credit a~provals is identified by both GaE 
and US.i\ID cJ.S the :)rimary, strl7.ctural bottleneck to iI71?roved 
;)(~rfOrj71cJ.nce of C:lO L-034 proj cet 0 

'1.'he ;.::rro;)0:3E'.1 for elininu.ting tiiis bottleneck is to restruc­
ture tile :)rocess hy ',lllich credi t ~)roposals are revie\!ec1, 
ar~)rovell and, subscCIucntl~,', Lloni tored. 0 'l'llG agreement is 
to chanc:e the nature 0.: service'3 perforncd by the !.iinistry 
unit, assir;nin~r sole credit dec ision aut:1Ori ty to the 

13 

::)artic i Jatin<] J.ianJ-:s ~.'~10 retain Clll credit risks 0 '1' he 
l-linistl.j ,:ill i:laintain rcs~)on3ilJilitie3 for the L1onitoring 
of loan-financed investments cJ.nd general follow-up Tho In 
addition, t:,e 'linister :las strongly exprGssGc1 that increased 
pro!':1otion of t:1e 10C1.n :Jroject '.:ill De carried out b~l the 
~ :,inistry unit 0 This neans that )articii.)ating lJanJ:s ',.rill 
go c1irectl~' to the Central Dank '.Ji til eli? ible credits for 

.1iscount to the IUD loan. 'l'he :Jrior rec.:uirement of dual 
credi t aL)i)rovals :)y both llinistry and ~Jarticipa ting bank is 
thus eliminateuo 

The role of t~le Pinistry unit in nonitori!1g loan-financed 
invcstJ~lents uill be further detailed in the revised "lanual 
of Operations (.:nd the ne," "IDnex ~10. 1 to the Loan i\greement. 

ULJCLl'.SSIFIED 
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2. ~:or:'.L,10y' ~"rl)cc:lure of rc::.rtial DiscOUI1t::. L-034 cur­
rently finimcCs not nore tll<J.n CO ,?ercent of eligible sub­
loans on a crec'.i t-lJy-crec~i t basis. '.::'his causes ~ 

sUDsitliar:; eli vision of crec1.i ts and rCl.)ayr.lent notes into 
i)cJ.rts of 1/5th and 4/5ths H:1icll re.".)ul ts in time-consuming 
paperHork and red tape bet\1een the Central Bank and 
~)articipatin<J banl.s. Financing 1,:/ ::lrtia1 discounts is 
another bottlenecL to the use of L-034. 
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'111A proposal for ovcrco~ing this Lottlenecr. is to perr.1it 
100 i)Crcent 1\ID loan-fundinCJ of cligiLle medium and long­
tern crecti ts. !1artic i(la ting bClnl:s Hill finallce all short­
tcr~ credit requirements of the target grouJ. In addition, 
banJ-;:s \.1ill cover any difference :)(~tucen the CIF and sales 
price of imported eCjuipment/r:1achinery. This means that, 
on a global basis, the banks ' .. 'ill he financing 3ub:::tantially 
more th~n 20 Jercent of taryet grouJ needs. 

3. Undul v LOH Limit on Subloan Size. Mother bottleneck 
constraining the movement of L-034 is the original $30,000. 
1init on size of subloan. This limit Has estClblished in 
early 1970, along uitll a $60,000. limit on sub-borrm1er 
assets. . Given t!le ,·:ide rang!'; of sPl.all industry - and the 
~0rresr0~di~Jly diffe~cnt 12vcl~ o~ c~~ital i~~~5t~en~ 
needed (e. ']., 51':'.all metCll \'lOrking firms have high fixed 
requirGP\ents) - these liI,lits nm·,r a)~)ear to have been too 
lou even in the beginning of the loan project. Since 1970, 
uorld-~JiclG inflation has !:lade those li:ni ts clearly 
unrealistic. 

~!itll :UD/~J Clv?rova1, \;e ~')reviously 5Gttled u:lon $80,000. or 
sucre ec:ui valent '::"5 the r..aximum size of e1 igible cr2cii t. 

(r1'he )rol.)osal res 11 tin!] fro~r. current negotiations is a ninor 
t increase in that limit to $100,000. or sucre equivalent. 

;\ co:::-res"lonc1ing increase in the asset linit to $200,000. is 
also i.Jro~)ose, 1*. 

----------------------
'" 'l'11e Gor: ~Jrol?osed that the loan finance credits of up to 

~;200,OI)0. or sucre equivalent Hhich is the current limit on 
both lenciing and sub-borrm-lGr assets in the r:cuadorean Lai'T 
for SnaIl Industry and 1\.rtesan Develo~)ment. \;e questioned 
ilhether firms needing $200,000. credits r:mre the same as the 
target srou~ addressed by the loan and indicated that other 
sources of financing seemed aVClilab1G to these larger firms, 
P.~. COFlrc and CV-CF~, ~cuador'G fin~ncieras for indusLry. 
The outcO[,le of the give-and-take on this issue ~'las the com­
promise ~)roi?osal shmm above. 

tmCL.Z':.SSIFIBD 
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tl. ~'.e~~~C'. tc?"s.L ::;'es1:.!=iction. 7his !Jot tleneck is a 
rostrictive reS'ulation of the GO~~ ~Lonetllr~:' Doard. ,To date, 

\ 

the Ccntr:1l Danl~ '"Ius been unable to discount credits cx­
t~ndetl ut ot:1er than 9 jJercent intl!rest unless special ex­

'cel)tions are legislated (as lla ve iJeen for the I'?or ld I3.J.nk 
cllttle loa.n, ~)art of I,hich goes out at 12 percent). One ef-
fect of tllis restriction hus been to exclude 8 percent SNP 
"crlk1ito:J c1e caj)acitaci6n" from financing by L-034.** .i\ 
lilr~;e j-,art of the c1emilnd for these special credits (des­
cribed helo~,,) is going unfilled due to limited B:~F credit 
resources for snaIl indu:Jtry. The !!inist8r proposes to 
Lk1.J:e tIle regula tory aPlencJ.nent needed to allm., discounts 
am,1 loan-financing of then. 

Di.1I' "crecH tOG de capuci taci6n <! are directed tmlard the 
i'lu.r~final segnent of Ccua(lor' s snall industry sector. The 
:1' rJ:' ap)lies tl1C follo\'linc.: criteria. in d8teITclining ~;hcther 
t:le client is entitled to these 8 :"ercent cr8di ts or i3~~P 
:'crl'Sc.1itos 1)ancarios" at llilJller rates. 711e entrepreneur 
ElUS t L'ork in the firr.l and derive at least 50 [lercent of his 
income frOl'l it. lIe is unable to obtain credit from other 
sources at rcasona})le ter;IS. This ~)roCJrrJ.ITl is cona uctec1 
tllroushout the LUI" s country-uide sy stef'l of 54 branc11es. It 
'i:~LUS !.Jenefi ts tile rur3.1 cntre!?reneur as Hell as those in 
luito and Guaya~uil. 

Imj)le;'.1entation 01: t!lis reS'ula ~cry change ',lill facilitate 
loan-usc for tIle henefi t of sr.1all entrepr8neurs !':lost needing 
it. 711e )ro~-,osal is feasihle in terms of our l:Jnnc1ate to 
as:Jist the ~)oor najorit\' in rural areas. It is als.' feasible 
and l.1eaningful because of the demand fllctor ::lentione-':' above. 

- _._----,----
** The C.'1~"')it.'11 .i'.s!'1istance Pu;)cr (:'). 34 and :). :; ) contenplated 

aSDistanc8 to the D~jF in its "cai"Jacitaci6n" . )graLl. 
The aDcistance has not vet r.laterilllizeu '·,.\lr . J the above 
hottlenec!:. " 

U!-lCL1\S S I Ii' IT.::O 
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0ur assessnent is that, if the four ?roposals descri~ed 
above are ai.)proved and iTil~)ler1ented, performance unqer 
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L-034 Hill ir.l~.Jrove c1rar.latically. Breaking current 
bottlenecks Hill increase the flou of subloans to target 
enterrrises. This, in turn, uill lead to additional 
J)encfits at the project purpose level, including job 
creation Clnd tlle ~)roduction - enabling effect of expanded 
artc1 modernized facilities. FinCllly, the post loan period 
replication of these benefits - encouraged by a stronger 
BilF and an improving GOE financing facility - uill continue 
contributing to the originQl i.)roject goal: a vigorous, 
growing "niddle class" of industry and the stabilj.zing 
influence that i@~lies. 

D. PROPOSE.D I'E:-:.pOP! :.i'L]CE T1\I'.Gl?TS 

Thr= (':rOE i")ro~)oses revised performance (dicDurseI:1en t) targets, 
extcndil1fJ t~ll,::)ugh 6-30-77. :ie believe t:lat these targets 
arc realistic and that if.l~)lel1entation of the joint GOE-USl\ID 
restructuring proposals will maxinize the probabilities of 
drauing do~m the $ 3. g r:1.illion loan balance in accordance 
\·,i tIl then.. The targets are as folloHS: 

Perforr~nce Period 

Throu~ril 6-30-76 
7-1-76 through 12-31-76 
1-1-77 through 6-30-77 

Performance Target 

$ 800,000. 
$ 1. 2 nillion 
$ 1. G million 

These targets,along Hith the proc8dure of semi-annual revie';ls 
and. deobs (if any), \'Till be confirtled in the IllpleIT!Emtation 
Letter extending the TDD. The GOC understands that any 
shortfalls belm'! the agreed targets ,!ill ))e promptly 
cJ.eobliga ted from tllC loan. 

The following ~ID/~ actions are requested: 

1. 1\~)proval of t.Ile joint ~)roposals described in Section C 
above. 

2. i\i?~)roval of the revised performance targets outlined in 
Section D c.Dove. 

mrCLl\SS IFIT::D 
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llt~lorizution to extend the loan I s 'l'DD to 6-30-77. 

pproval of the 'documentation annexed to this aigram. 

DRmqST~~ I 
i--.,. 
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Sul>juct: Loan l\<:;recment '10. 51n-L-034 
Small ~nterpriGe l\ssistance 
Imrlemcntation Letter :10. 

Dear ::r. Uini3ter: 

9 

':(11i:3 Inpler.1entation Letter fon-lards the recently executed 
]\menc1 r lent to the Loan ."\greement. In addition, it includes 
the rcvisec1 illlnex :.:0. 1 to the l\greement, DescriJJtion of 
Tl1~]~.Eoj ec~. 

The attachp.d Loan 1'.qreer.1ent l\rnend~cnt is self -expl::matory. 
It eliminates reference to the Trur;t rund in Article V, 
thereb:' reflQctinlJ' and confirning r.lUtually agreed Special 
Covenants and ··!arranties. You ~"ill also note that Section 
5.oicI)-nml provides that hankr; participating in the Project 
may nIDct their 20 9crcent contri~ution requirement on a 
glOUCll, rather than crec1it-by-crec1it, basis. 

13 

PurSuilnt to Section 1. 02 of the Loan 1\<]reement, and on the 
J'aDis of our recent a(~reer.1ents and ,"'our letter ~10. ----, the 
LOi1n .:l0r00rlent J\nnox is revis0.c1 as shmm ))elop. 'l'he revised 
j'Jll1CX reflects the current loan budt)et as ~7cll as arrangements 
and responsibilities for adminiDtering the Project. l\s you 
J:.:noF, t~lese arrangements and rcs~?onsibili ties have evolved 
fror.~ their originul forr:l in the Loan Project due in L)art to 
legj.:Jlative c:langes such aD the issuance of Supreme Decree :10. 
37-1 and suhsequent decrees antl related regulations. Thus, the 
revised !\nnex ~.To. 1 satisfies Section 4.01 h) of the Loan 
.1greer.lcmt 1)y updating ancl setting forth our rnu tual agreer.1ents 
for carr7ing out the Loan Project. 

l\nnex I, DESC~IJ:lTIO:j OF TIIr. I.'l ROJECT 

The I'roj oct r;~lall consist of i\ID and Dorrm'?er cooperation in 
financing thL costs of credit and technical assistance for 
small business enterprises. Except as ~ID and Borrower may 
otheruise agree in uri tine;, the enter.;)rises to be assisted uy 
the rroj ect sllall be small businesseo iii tIl assets (excluclintj 
land and buildings) valued at ul? to the equiv"llent in sucres 
of t~.,o hundred thousand United States dollar'; ($200,000.), 
requirinc; r:rC?i1.it~'3 of up to the 8rjuiV.:llcn.t in sucres of on!:! 
hundred thousand Unitel1 States r10ll?rs ($100,000.) and not 
huvinq ~CC0.SG to creuit at reasonaule terms or to technical 
aosistance. 

UNCL/"\SSIFIED 
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I. Crl~di t '.~G source:! '1 

:'\,. :~In./I~oa~.," ]\j.'J)t::.:'xJi~~,;L("l:l U:,'?4,200,OOO ~]1al1 Ij~ ft1t.:~ll(~ 
availahlG tlS llC<.U.'.1.:·' .. :-:r'. lon'J t0rr,! credit for eli r.ji.!)1.e 
entGrpriscs. 

L:'. l.\orro·.mr Cont.t·ii'lltior... The Borroper shall make --- ---------._---- -
availa.1;le r~SOt.1r~es to assist in financing the costs 
of credit. 'l'hcsr. rcsot.i.t'c(~S ~hall be ;,lade a"J'ail.J.lJle 
throuqll tl,e r:'3t,:,!)li'~;:J;8n+: l1f lLncs of cr(~lJ.it f:...·,:'l'· 
the Pinanci.)l run.c'is r,·~.::l'::u:.i~.n of the Central )}<7.l.ni;: ;::f 
t~cuauor • 

II. Technical ~ssistQncc TIc~ources . 

. ~\ • .i\ID Loan. Uj) to :::2S0,I)O(l. cf tll(;~ loan shall be 
availaGIe to finunce costs of technical assistan('!e com­
r:~oditic.s and servicp.~ incurred fron the effective date 
of tilis Lov..n T.sreeJ:1ent to D0CeJl1her 31, 1974, by the 
!?rogTilf:l Office of the '1inistry of Industries I Commerce 
ancl Integra.ti,)n. To.ny port.ion of th.i..s $250:000, not 
, ..... .".:_""'., .':,,",~. _-.~,J..._ 
~"- ......... --- .. --- --.....,-- ';,"",-", ___ ,...'1 

-. ......... '--_ ....... '-' ,""r. ,' ...... ..-.,...,"""""1 .... __ ":11 1~...,.A 
----- ~'-"- .......... ~~'-~ _ .... , .... ~·-1 

Play tller'3a.rtc:r. be utj.lizec.1 as credit for eligihle 
enterpri:.es. 

)). : lerro~!cr Con tr-il'ution. B;:;sillnilF:.I on ,Tanuary l! 197 S I 
ullo',)cra ti:l(~r-cost~:;-o£ tllC r'ini!Jtry ProC]ram Office 
shall ).;e fina:1cl2J h~: t~lC: l~orrO\·.'cr. In ilc1di tion, all 
costs incurn~d !)'/ i:118 Central GanJ~ of ;3cu·J.:10::- in 
ac1ministerj.nc; tl~(:! loan shall l)e financGd by the Ccnt.l:'al 
;;anJ~ . 

III. ~~8inistration 

The .·linistr{ Prr)c:rrCl~l 0':[;1CC 5:13.11 promote :md coordinate 
financial anJ tccltnical a.3::;:i.stance to tl~c small in<.1ustr:t' 
~"cctor unc1 5!1<111 ··~:Jnitor t:18 use of loan-financed Gul;­
loans. Partici~' a I.: ing bi2nks sinll I:1A.ke the credit dec.:i.siollS. 
~r8di t funds fro!':, t1le 10<.1n '.~ill I:-·c channeled tllrous-!1 t~le 
Pinancial ['unus 11Gc:,ard.f.jJ.l of tIIG Central ;J'ink. '1':18 Central 
Ban]~ shall act as t~lC finill1ciCll ilcljlinistrator ,')f lOCln re­
sources and shall ~·)o rcsponsil:.18 for: 

a) .Acc()untin~r for t:12 'lse of loan fund3 in accordance '.ii th 

tation Let.tors. 

tnTCLi\.8~;IPIr:D 
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b) ~3tahlishing and maintaining adequ~te Looks and 
records at the Central nank in accordance Wi·th 
Section 4.09 of the Loan Agreement. 

11 

c) Processing all requests for disburLe~ent or the 
issuance of con~itfflent documents under the loan. 

c1) Financial reDorting on the use of loan funds and 
related crmlit contributions of the: BorrOHer and 
hanks. !Jarticipating- in the Proje:ct. 

'rhcnc resl.JonsilJilities ~;lClII be carried out in accordance 
uith the Cldninistrative and policy manual (ps arnended) 
ap;?roved by j\.ID ?ursuant to Section 3.01 d) of the Loan 
? .. greelHen t. 

Sincerely yours, 

Harry Ackerman, 
H1ssion Director 

UUCLt1S S IFIr:n 
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Ll)~'~, J 

(518-L-034 ) 

i\hcnda tory .:'..gr8cP1Em t 1'~1 bx1 this day of 
1975, l.")etueen the :~e>u)1.ic of I:cuador ("Borrm-ler"), re­
presented by t'le ~linist;'l- 02 Finance and acting through 
the . ;inistr:' of Incl.usi:r:,: T COlI'Jnercc and Integration 
(lhIinistryl'), t.ile C8!l t:.~::tJ. iLJ.nl-: u.c Lcuador ("Lank") anel the 
tJni tet1 [:tates of ;"1'.1er j.C-l, .:::.,~i:incT throuC]!1 the ~gency Lor 
International Develo~)112r,t ("~.I.D. "). 

: J) C)1.' : [I.S the ;)artiGs :l~rn t::, ilJ.ve entered into a Loan .7'.sree­
pent, ;\.I.O. Loan 513-L··· f )3·1, dateci ·'.aj IG, 1972, and; 

'. TiT~T~7'·.S, tho :.?arties ;lC'Le to ~l:i.sh to amend said Loan l\gree­
[len t; 

!(V' "l':IE:rs:;rO~;'::::, the :J~rties '::0,ree as follouo: 

1. iirticle j, S ,cci<ll ('o'n~n(lnts an(l. '!arra.nties, is here-_. _______ .-AI.-. a_ .. _ 
)ly Cll:~811J(;\1 in i t!3 cll'tfr~.;-1:7-to -reac.1ci~s folIous: 

\I r:ection :i. 01. Lcw .. :in< I ,): leri:'. tj.ons. The l3orro'.ler and 
the "anJ~. ;:qr0.C tllU t t \~(;~ .. ' ::;)1311: 

[1) Prohibi t t:lll2 u~~c of ti.JC loan to refinance sub-bor­
rm.rcr ('lcbt:;. 

;1) !lise\.1s;; ·'.1.tl1 :\.1. 1)., .J.t rc<)uLlrly SCll:~dulec.1 intervi:lls 
sot fort:l .in I::li .. L:i"clltation Letters, J.nc1 in coo~)er2.­
tion Fi th the PFI s il"lC ~iro\'rcss of the r!'oj ect and 

rench aC:1T2cr'.C'!l t on ,'i.11~' chcJ.l1(jos in .)olicies, dircc tiOI1S 
or ot:ler :)("'rt in2T1 l: i ~::lttGr~ rC"llireci to achieve 
fulfillpcnt or ':Jw ;-:0:113 of ,::1(' Project; 

c) 'Iaintain ::;2~T~S'J.tO·:~ ,":l"..;ount.j for tJ'.': funds to be 
loaned t 1lr0u.l'1t t:1C i.'FIs Zi.nd the T'"'~ . dcal l\.ssistance 
Pund, and 

d) In the tot:11 lcv"~l of lQn(~.ing oL)erations, providE 
that fin<lnc!ns \.'Jl] .. not :-,0 )erl:1ittcc1 in situations 
in \lhich 1"-'''''" t:~1~n t~Jcnt:r (10) ~)ercent of the total 
amount of : . .m:)lc;tD!3 £l111C~C(~ is ~)rovi(~!.:~d fror.l the PFI I G 

m·m resources, OJ: in '.il1ich leos than t~·!ent'..I.' (20) ') ........ -
~ '-" ... . 

cent of risJ: of loss is 1.:Jorned by the PFI. 
Ul lCi:'l\S S IPIED 
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~~ccti.on J. 02. DisbursG: lent [or GU.:lral1 teed Sub1oanz. 

'.i.'he T \orro~;cr a~frcGs tllLi t disl.:-ursPl.h:m b3 of thG. Loan Hi tIl 
reG~)(~ct to :::rI3ul.)loZ1n'~ <:1U.:lr:mtecr1 ::;!la1l be IllaL1e only 
~;!1en and to the> Gxtcmt necessary to ~).:ly off zuch 
IJu.:lrilnties. 

2. nnncx I, Descri)tion of the Project is amended in its 
entirely to r8ad as attached here or and nade a part 
hereof. 

3. In all oti1Cr aSi.Jects said Loan l\(frcenent dated ; lay 16, 
1972, shall ref-min in full force. 

I;~ ::I'l'U2S;; -:Ur~-:'i~!)I', the pClrties hereto have executed this 
mtlt:!rl(1Llent the of the !-.lonth of 1975. 

1,·" • 
.' ..... ---------
':L'itlc: : :j.nister of Finance 

1,11 • 
~ .' .. 

Tj.tle: ~~inistGr of Industry 
COl'lffierCe Ii In tec;ra tion 

'l'iU.c; GenGral ~Iana<Jcr 

u;,JCL~S[: IFIED 

m.IlI'l'ED ~~,)~:.'I'r:S OF :4·IERICA 

T1Y: -----_._--
Title: Director USAID 

--::cuador 




